PIRACY OBSERVATORY AND DIGITAL
CONTENTS CONSUMPTION HABITS
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OBJECTIVES AND METHODOLOGY

GFK

@ lacoalicién

Main objective > Impact of piracy on:

1. ... digital content industries in Spain?
2. ... the public coffers?
3. ... employment in Spain?

Secondary objective > Knowing the profile of the offender

Methodological mix

Consultlng the Internet user population.

4.036 GfK panel internet user survey of 50,000 panellists with
personalised recruitment.

20 minutes online questionnaire

Ages from 11 to 74 years old.

Error sample +1,54%. P=g=0,50

Audit of the online/offline points of sale

.

GfK has audited the distribution channel in Spain.

What do we achieve?

Getting to know the views on piracy:
Who commits piracy, what they pirate and what they would
buy if they didn’t have the possibility of accessingit illegally.

What do we achieve?
Assigning a real market value to the contents.

Balancing the respondents’ opinions with the market reality.
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Why are cultural contents pirated?

I'm already paying for my Internet connection
The original contents are very expensive, otherwise I'd pay for them.

Access to the contentsis fast.

1 don't pay for content that possibly later | don't like

More
--------------- actives-,
The film wasnt being shown any more, and it wasn't possible to buy it online or offine

| can't access the content any other wvay

Being able to tent without ction or data credit
1 don't pay because the content can go out of fashion quickly Practical reasons
In order to access offline and not use data
Y B Internetuser rights

I'm not doing anybody/ any industry any harm
| can't wait for & to appear on the market
E venybody does it

There are no legal consequences for people who pirate, nothing happens

' Significantly higher than the total
Unit B " E3 Significantly lower than the total
Unit: Percentages



Why is football pirated?

Footballers already earn a lot of money

Accessing through other systems is very expensive

| think the broadcast quality of these sites is bad

Watching football without paying doesn't harm my team
Watching football this way, I'm not hurting anyone

It's legal to access these sites to watch football

| access these football broadcasts because everyone does it

| access these online football broadcasts because theyre fast

A significantly higher than the total
& Significantly lower than the total

: - @2 lacoalicisn
Effectiveness of anti-piracy measures
2013 || 2014 |[ 2015 | Effecti iy
H_|gh High High ectiveness L;’w

0, 0, 0,
/o Il Yo I Yo uVery eflective ® Somewhat effective ® Not very efiective B Not at all effective

32 65 65 37,2 31,2 R 13,3 32

That they close to the content page

47 65 52 52 13,6 38,5 32,7 15,2 48

Social awareness campaigns

48 53 49 53 20,8 319 252 22 47

Penalising users with fines

52 37 40 43 16,4 26,4 279 29,3 @
Restricting internet use

40 59 58 27.7 33,0 226 16,7 39

Penalising internet providers




Importance of bandwidth at the time of hiring Internet @ ——
...and effects regarding restrictions in content downloads

7 out of 10 attach importance to download speed to access content
A quarter of them would cancel the service if could not download content.

Very + Quite

important 2014
Importance of download speed to access 68.3 l 714

content ’ !
Importance of download speed because | 59 8 611

need it for my work ’ .

Importance of bundled/ convergent offers
to access services 51 ,3 l 56,4
Trend

mVeryimportant  mQuite important  w Neither important nor unimportant ~ mNot very important = Not at all important

74 Yes, because it's important to

Would you keep your bandwidth if surf internet

you could not download content? No, I'd reduce it because | only

need it for downloads

' 33% among “more active” pirates

Campaign awareness. Evolution 2015 vs. 2016 @Lﬂ%m GFK
Mistreatment of women campaign 1 ?o.aul? L 4
Trafficcampaigns —3{?&9 *
Alcohol consumption campaigns _41';4'9 @
Anti-drug campaigns _39;24 * 22016
Campaign against tax fraud _13_4 #e 2015
Anti-piracy campaign I— »* .+ <4mmm Significant decrease
Campaign against football piracy - "
I e

.
| don't recall any 08

A significantly higher than 2015
B significantly lower than 2015

ent Consumption Habits in Spain
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How do they access illegal content? Q

99,1

Search engines such as Google,
Bing, Yahoo, Ask, others

Direct download systems through

. 50 3,2 0,6 1.8
web pages or sites

Google Yehoo  Brg Ak Ot
Applications (Apps) for tablets and
smartphones

Streamin g through web pages or
sites
88,4
Use of social networks (Facebook,
Twitter, Telegram)

Facebook Twitter Instagram  Telegram Vine Dailymation Otros

8 out of 10 Internet usersuse search engines to access illegal content, 99% of them use
Google. Facebook is the social network most commonly used for this purpose

itent Consumption Habits in Spain | 2017
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Sources of income I 2016
2015
Did you have to registeras a user? Does it have advertising? cvertising they recall
I 67 0 Online betting and/or NN 69.2
_ 33 8 On most ofthe sites 7;’“ gambling websites. 749
On most ofthe sites z-r,: Contact or dating NN 518
On haifofthe sites - 1?8 e C
17'4 15.2
On halfofthe sites - i Adult-content websites _ 3‘9“1‘\
. [l 100 Z
_ e dijcwsics 72 Consumer products [N 37’6
On fewsites ? {lod; cars, ot} e

On no sites I 41 B 139

14 Others 108
y: V.o
onnostes NI 204

17,8

T : Have you ever paid for the content Means of payment
What details did havet ?
e Ay s T S i downloaded onthese pages? Credit cards NN 35'653 5

93,9 sus W 112
545 O 50

. - 16,9 175 12,0 ‘“‘o_ ] ] 78 \ Donation N 109

Email Fulname  Addess Telephone  Opinion Others and Paypal * 59.8
number  questomnaire e




Piracy in Spain and

loss of profits for industries
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lllegal digital access ©1.<o,um.. GEK
% who access
VOLUME - willions of contents VALUE- Millions of euros
460t m i Tce T ] e | | 5767 -8.9%)
MUSIC e — j,‘_.Je/e,l 26% | Naew 21% Music —5.707 &
LS Weeow [ | ed o Fvs T 5000 o
VIDEOGAMES W ZZ% @ (2% [ 12% | Kresd 1a% VIDEOGAMES —552?3 ¥ 1e%)
BOOKS FOR LEISURE" M 974 o (o) (2% [ Nsw 21% | BOOKS FORLEISURE * [y 3103 o ;o)
FooTeaLL~ W 122 g e [ 0% [ oo 11% | FooteaLLr § 389 g ioow)
' 959 —il ‘
TV SERIES [WEEG—_—_1c0 A i-09%) | 2% | Ko 30% TV SERIES W ‘1']5%7 2 -06%)
2016
Millions of digital contents 4,128 ("4%) ‘ AR Millions of € 23,294 ('3%)

* Incident data shows the download of books or parts of books. Educational and professional books are not considersd
** The value of football pirscy has been calculated based on the number of households that pirate this conient and the value of
football subscnptions
® GfK | Digital Content Consumption Habits in Spain | 2017 12



Seniority of illegal contents

m Since movie premier to DVD/BlueRay launching

48%
33% o
26% 26% 239
II II =

201 6 MUsIC FILMS

2015
oo 16%
24% 2% 2%
36%
51%

Most of the news downloaded contents are in all industries.

m Since it is launched to a year w 1-3 years old

45%
36%
I 19%

VIDEOGAMES

The books for leisure is where more pirates are with contents > 3 years old

Unit: Percentages
@ GfK | Digital Content Consumption Habitsin Spain | 2017

299, 31%

40%

BOOKS FOR LEISURE*

27% 28%

45%

Example of reasoning behind the calculation of loss of profit.

“I've accessed 100 illegal contents” | _

Legal contents

?

Loss of profit
What would you buy if you couldn’t access the content for

free?

r

X

—

Offender

@ lacoalicion

w3 years old

39%
34%
17%
. 10%

TV SERIES

@ lacoalicion

llegal contents

-

=

Internet user

© Gfi | Digital Content Consumption Habits in Spain | 2017

“I'd buy 8 legal contents if | couldn’t pirate
them”

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

€80 loss of profit value

GFK
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Summary.
Industry loss of profit due to piracy in Spain.

Video games

LINE

million million

— 247 million

million million

L—— 107 milion ———!

33% increase in industry value

12% increase in industry value
4% pirate-legal conversion value

3% pirate-legal conversion value

Music

WOULD BUY

PHYSICAL MUSIC

€17
million
“—— 414 million

million
SR

million

million

573 million
229% increase in industry value

71% increase in industry value
7% pirate-legal conversion value

8% pirate-legal conversion value

*Neither educational nor professional books are

® GfK | Di
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TV Series

WOULD PAY FORTV SEREES

€171 million

171 million

137% increase in industry value
11% pirate-legal conversion value

Football

WOULD SUBSCRIEE TO FOOTBALL

€271 million
271 million

25% increase in industry value
73% pirate-legal conversion value

GFK
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Music Q

Situation in 2016
PIRATED CONTENTS: 1,664 million contents (4 physical + 1661 digital)

INDUSTRY VALUE: 181 million euros
Physical = INDUSTRY VALUE = LOST PROFIT increase )

Digital [JIIELR) 398 +229% /

Scenario without piracy
PIRATED CONTENTS: 0
INDUSTRY VALUE: 595 million euros.
181 million current legal industry
414 million from lost profit

GFK

] ] C ) lacoalicion
Evolution of music sales vs. Lost profit Q

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

u Lost profit

® Music market
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Films Q

Situation in 2016
PIRATED CONTENTS: 799 million contents (10 physical + 789 digital)

INDUSTRY VALUE: 807 million euros
Physical 711 439 increase )
Digital = INDUSTRY VALUE = LOST PROFIT +71% /

Scenario without piracy

PIRATED CONTENTS: 0
INDUSTRY VALUE: 1,380 million euros.
807 million current legal industry
573 million from lost profit
Evolution of Cinema/DVD/BD industry vs. Lost profit @ lacoalicion refa’e
m | ost profit

m Film market

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
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Video games

Situation in 2016
PIRATED CONTENTS: 225 million contents (2 physical + 223 digital)
INDUSTRY VALUE: 744 million euros

Physical 361 205 increase )
Digital 383 Vil =LOST PROFIT +33% /

=INDUSTRY VALUE 2

Scenario without piracy

PIRATED CONTENTS: 0
INDUSTRY VALUE: 991 million euros.
744 million current legal industry
247 million from lost profit
- : C) lacealicion
Evolution of Video game sales vs. Lost profits Q

m Lost profit

mVideo game market

00

EI’ I I I

50

400

?I I I
~00

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
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Books for leisure* Q =
Situation in 2016
PIRATED CONTENTS: 374 million
INDUSTRY VALUE: 872 million
Physical 852 82 increase )
Digital m 25 =INDUSTRY VALUE = [OST PROFIT +12% J
Scenario without piracy
PIRATED CONTENTS: 0
INDUSTRY VALUE: 979 million euros.
872 million current legal industry
. E 107 million from lost profit
. C ) lacoplicidn '
TV Series Q G-
Situation in 2016
PIRATED CONTENTS: 964 million
INDUSTRY VALUE: 125 mi"ion* *The industry value figure for 2015 is maintained
Total 125 171 increase )

o _
=|NDUSTRY VALUE = LOST PROFIT +137% /
Scenario without piracy

PIRATED CONTENTS: 0
INDUSTRY VALUE: 296 million euros.

125 million current legal industry
171 million from lost profit
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Football

Situation in 2016
PIRATED CONTENTS: 122 million matches
INDUSTRY VALUE: 1100 million

Total 1,100 271 increase )

=INDUSTRY VALUE = LOST PROFIT +25% //

Scenario without piracy

PIRATED CONTENTS: 0
INDUSTRY VALUE: 1,371 million euros.
1100 million current legal industry
271 million from lost profit
K | Digita m b
C) laceaticion
Industry value + lost profit Q
H|ndustry value Lost profit TOTAL 2016 2015
ﬂ Physical n 17 97 Music 595 Music 582
Digital lo0) 308 498 181 414 180 402
oo Phscal 711 439 1,150 Film 1,380 Film 1,294
&md o )
Digital ey 134 230 807 573 721 573
l Physical 361 205 566 Videogames 991  Video games 728
%2 oon R 425 a7 e o
2 Books for leisure Books for leisure
Physical 852 934 979 967
Digtal § 25 45 872 107 864 103
TV Series 296 TV Series 311
] rom 7 296 125 171 125 186
- — 271 1.371 Football 1,371 Football 1,274
7: ] 1,100 271 1,100 174

[y T ey R




Summary
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Digital Content Consumption Habits in Spain

1,661M illegal digital and 4M illegal physical accesses
Lost profit €414M (398 online /17 physical)
7% of the value of the pirated total

It would suppose x3.3 times the current value of the
industry

789M illegal digital and 10M illegal physical accesses
Lost profit €573M (134 online/439 physical )
8% of the value of the pirated total

It would suppose x1,7 times the current value of the
industry

223M illegal digital and 2M illegal physical accesses
Lost profit €247M (42 online/205 physical )
4% of the value of the pirated total

It would suppose x1,3 times the current value of the
industry

2017
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374M illegal online accesses

Lost profit €107M (25 online/82 physical)
3% of the value of the pirated total

It would suppose x1,1times the current value of the
industry

959M illegal digital and 4M illegal physical accesses
Lost profit €171M
11% of the value of the pirated total

It would suppose x2,4 times the current value of the
industry

122M illegal match accesses
Total lost profit €271M
73% of the value of the pirated total

It would suppose x1,2times the current value of the
industry



Repercussion on public coffers and

employment

©® GfK | Digital Content Consumption Habits in Spain | 2017
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The content industry in Spain currently employs

65,926 direct workers

New jobs generated
in a scenario without piracy

21,697 direct jobs

Increase in
employment

+33%

It is estimated that 1 direct job can generate 5 indirect jobs
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Direct employment generated by lost profits in 2016 Q
21,697 direct jobs
Content and area of work CURRENT JOBS 2016 Estimated increase % Estimated increase TOTAL JOBS
MUSIC
Production 5,300 36% 1,890 7,190
Distribution 1,900 7% 1,463 3,363
CINE
Production 12,764 36% 4638 17,402
Other distribution 639 100% 639 1,278
Video rental 2,497 192% 4793 7,290
Exhibition 17,734 28% 4906 22640
VIDEO GAMES
Total 4 460 19% 862 5322
BOOKS
Publishing production 8,009 6% 481 8,490
Distribution 4523 12% 543 5,066
TV SERIES
Jobs 500 94% 468 968
FOOTBALL
Jobs 7,600 13% _1.013 _ 8.613
TOTAL 65,926 33% C 21 ,b897 A 87,623
jobs
*Neither educational nor professional books are being valued
© GfK | Digital Content Consumption Habis in Spain | 2017 29
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Public funds fail to receive... Q
Value Added Tax (VAT) PHYSICAL ONLINE TOTAL
MUSIC 36 836 87.2 e ——
CINEMA 92.2 281 120.3 -
VIDEO GAMES 431 838 51.9
% 33 53 K
WSERES s 2,772
—= . million euros
FOOTBALL 359 ,,,;’i?, S in5 years
TOTAL ( €360.7>
N million
Unit: M f euros 628 576
Note: VAT rate applied 21% except physical books 4% 495 526 547

New jobs Salary applied®  Rate applied TOTAL

Social security

contABUtoh 21,697 19,674.10 38.9% 166.05
Personal Income o— ) ) .
- 21,697 19,674.10 11.5% 49,09 2012 2013 2014 2015 2016
T €2*1 g *1*2\ = million euros / year
\’ - o

* Average salary applied on GfK estimation based on the data from the Annual Survey of Structural Wages of the
National Institute of Statistics concluding an average salary of €19,674.1
*Neither educational nor professional books are being valued

® GfK | Digital Content Consumption Habits in S
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Total value of profits lost due to piracy

1 ,783 Million euros

Increase of 48% over industries’ current revenues.
New direct jobs

21,697

Total revenues lost in public coffers

576

VAT - 361
Social Security Contributions — 166
Personal Income Tax — 49

Summary of main findings Million euros

© GfK | Digital Content Consumption Habits in Spain | 2017
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