Piracy observatory and digital contents
consumption habits 2013



b Obijectives and Methodology
Main objective

Impact of piracy on ... the digital contents industry in Spain?
... public funds?

_ . ...employment in Spain?
Secondary objective What do we achieve?
Knowing the profile of the offender.

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

Internet user interviews.

« Survey to internet users from the GfK panel 50.000
panelists with personlized recruitment.

What do we achieve?
Assigning a real market value to

« Age from 11 - 74 years. contents.
Match the opinions of
Online / offline points of sale audit. interviewees to the reality of the

+  GfK audits the distribution channel in Spain. market.



Main results
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1lin2 internet users declare to
Illegally access to digital contents

. Pirate music | Pirate films __Pirate videogames . Pirate books
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GFK

3 Half of the illicit accesses are ~*-
new releases

b ® From the premiere to the release of the DVD/Blue-R ® From the release to 1 year
e = From one year to three years = From three years onwards

50,8% 50,2%

37.1%  35,6%

20 13 MUSIC FILMS VIDEOGAMES LEISURE BOOK PROFESSIONAL BOOK
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Attitudes towards piracy
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Whyv do thev pirate?

GFK
lacoalicin
| don’t pay for contents if | can have access
| ! Cost 0
| don’t pay for contents that | may not like later _: 0 i

| pirate more due to the increase in VAT

54%

3204 More active
pirates

{ in 10 pirate to get access at zero cost

| don’t pay because contents are ephimerous
and they expire quickly

6 in 10 pirate because of the uncertainty that they don't like the
content

Half pirate more due to the VAT increase



Whv do thev pirate?

Quick and easy access
To be up to date with what comes out
The original and the copy have the same quality

| can’t wait for it to come out onto the market

Storage of contents

30%

38%

33%

35%

69%

-

More active
pirates

More than half mention the ease and speed of access

1in 3 pirates to be up to date with whats new

GFK

Cost 0
access

Practical
reasons

Almost a third of the pirates consider Original not to add quality



W hvy Ao thev nirata?

Everyone does it

IS | 27%

There are no legal consequences for those who
pirate, nothing happens 19% I 23%

I’m not damaging any industries 17% I 20%

There is no virus risk

15% I 19% m' More active
pirates

1 in 4 pirate as habit, because everybody does it,
and it’'s COMMON to think there are NO
consecuences for the industry nor for the pirate
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GFK

Cost 0
access

Practical
reasons

Impunit

Harr;lless
for the
sector




Whv do thev nirate?

| don't pay for content if | can access without cost _ :l /3%
Quick and easy access BIeZ8 | 69%

| don't pay because contents are ephimerous and they expire quickly &
I'm not harming anyone
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GFK

Access at 0 cost

Practical reasons

Rights of the
internet user

Impuinit
Harmless for the
sector

Transgression
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Anti piracy maeasures
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GFK

Maaciirae acaainet niracv and aoffoactivenace

Measures awareness

m
—ry
9]
0
=
<
(1)
=
1]
(7%
(7]
+l

I A

Social awareness
campaigns 99 46,8 17,1 40,3 53,2
Social awareness campaigns
contents page 18.3 31,8 30,7 68,2
To close access to the contents page
18,7
purish users winncs RN s 525
17,6 . e
Punish users with fines
—
Restrict the use of internet 51,9 29,1 48,0
30,6 . .
Restrict the use of internet
55
Others . 39,8 16,9 32,5 60,2
. | 169 ] ,
To sanction ISPs
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‘Measures most know are:

remember measures of
are aware access to could be

Most efficient measures to fight to piracy are:

For closing illicit content sites
For punish ISPs

13
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ALTERNATIVES

If you couldn’t access the contents for free...

I would access to the free contents in exchange for taking - 60%
publicity y
| would ask a friend of relative for the content - 42% 45%

Possibly i would by an alternative content at a determined price . 17% | 17%

I would access to free contents, but if they have commercials i .é 505 13%
would not accept it

Possibly i would rent it at a determined price E% 15%

GFK

66%

| wouldn’t do anything, i wouldn’t look for alternatives E’/oél% m

More active
pirates

More than half of the pirates would accept to access the free contents in exchange for taking

publicity

CC8.- Si no pudiese acceder a esos contenidos gratuitamente. ¢ Qué alternativa tomaria?



Piracy in Spain. Loss of Potential earnings
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Directly to the
contents page q’
/

Use web browsers
to access the
contents page

t\.t\;iﬂn‘h’\ Dﬂn‘lf\
lacoalicidn

GFK

varcor | 39

iy I 2,6

-

Otros I 2,8

1 in 2 pirates use any web browser to access lllicit contents, being Google the
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most used
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GFK

lacoalicidn

Volume %o Value

Millions of products 2012 2013
3 MUSIC 5118 —
' % N 27 MUSIC .
EE 19748 6 067 g
3“‘ FILMS
°36 FILMS 3.338 -+
B 720 ¢+ 3% JLA3% E 3314
ﬂ VIDEOGAMES 168 VIDEOGAMES —
B 19 8% 9% B 4418
\\ POOKS = BOOKS 585
B 302 ¢ 29 7219 I 1.83%
Unit: Units Unidad: Porcentaje Unit: Euros
3192 | 2t 16.136
Millions of contents ’ = 2013 Millions of products +6% vs ‘12

. . 84% of the value of the contents in Spain is pirated 17
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Example of calculation of potential loss of 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

N

~. ‘I would buy 8 legal contents if | couldn’t
1 pirate them”

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

80€ value
Loss of potential earnings
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Ciimmarms | Anace Anf nateantial

Books

I WOULD BY PHYSICAL

BOOKS I WOULD BY BOOKS ONLINE

19,7
Millions €

59,3
Millions €

- A 1
79 millions

4,4% increase in the value of the industry
4,3% conversion value pirate — legal

Films %&5_

| WOULD BUY PHYSICAL
FILMS

310
Millions €

449,9 million

65% increase in the value of the industry
11,7% conversion value pirate — legal

| WOULD BUY FILMS ONLINE
139,9

millions €
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u
oQAaArNniNAMAc

| WOULD BUY PHYSICAL
VIDEOGAMES

| WOULD BUY VIDEOGAMES
ONLINE

52.8
millions €

230,9
Millions €

283,7 millions

63% increase in the value of the industry
6,0% conversion value pirate — legal

Ny Music

| WOULD BUY PHYSICAL MUSIC

| WOULD BUY MUSIC ONLINE
474,8
Millions €

38,1
millions €

~512.9 millions

338% increase in the value of the industry
8,3% conversion value pirate — legal
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Situation 2013
CONTENTS PIRATED: 1.982 millions

INDUSTRY VALUE: 152 millions
Physical 104 38 Increase
. S— +338%
Digital L] 475
Unidad: Millones de euros L] |NDUSTRY VALUE | LOSS OF POTENT'AL
EARNINGS
Scenario without piracy
CONTENTS PIRATED: 0
INDUSTRY VALUE: 665 million euros.

152 million current legal industry
513 million in loss of potential earnings
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GFK

&= &= = | = lacoalicidn
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Life to date
Peak

m Loss of
potential
earnings

® Music
Market

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
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Situation 2013
CONTENTS PIRATED: 724 millions

INDUSTRY VALUE: 634 millions
Physical 612 310 Increase
. = +71%
Digital praspls ’
Unidad: Millones de euros u INDUSTRY VALUE = LOSS OF POTENTIAL
EARNINGS
Scenario without piracy
CONTENTS PIRATED : 0
INDUSTRY VALUE : 1.084 million euros

634 million current legal industry
450 million in loss of potential earnings
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GFK

lacpalicion

u
oQArNnimMmaAoac

Life to date
Peak

m Loss of
potential
earnings

® Films
Market

2006 2007 2008 2009 2010 2011 2012 2013

Source: Fedicine and UVE
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Situation 2013
CONTENTS PIRATED : 204 millions

INDUSTRY VALUE: 401 millions

Physical

342 231 Increase

+71%

Digital 59 53

Unidad: Millones de euros

“INDUSTRY VALUE ™ LOSS OF POTENTIAL

EARNINGS
Scenario without piracy
CONTENTS PIRATED: 0
INDUSTRY VALUE: 685 million euros.

401 million current legal industry
284 million in loss of potential earnings
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Life to date

Peak

m Loss of
potential
earnings

® Videogames
Market

2007 2008 2009 2010 2011 2012 2013

*Do not include digital sales
Source: Adese
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Situation 2013
CONTENTS PIRATED: 302 millions

INDUSTRY VALUE: 1.807 millions
Physical 1.738 59 increase
+ 0]
Digital [§f§] 20 A%
Unidad: Millones de euros "INDUSTRY VALUE ™ LOSS OF POTENTIAL
EARNINGS

Scenario without piracy
CONTENTS PIRATED: 0
INDUSTRY VALUE: 1.886 million euros

1.807 million current legal industry
79 million in loss of potential earnings
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INDUSTRY VALUE + LOSS OF POTENTIAI

GFK
EARNINGS . —
Industry tential TOTAL
value rnings 2012 2013
./7 Physical I4|38 142 MUSIC MUSIC
/ 740 665
160 580 152 513
Physical - 310 - 977 FILMS FILMS
(g/ 1.096 1.139
) Digital }2 I4o 162
769 327 689 450
Physical
Q'.\) yelea - B . 620 VIDEOGAMES: VIDEOGAMES
7 N 759 732
Digital Egl 53 112 489 270 | 448 284
Physical 1.738 |9 *
1.021 1.886
Pgtal Il 20 8 976 45 1.807 79

Unit: Million euros

*This year it has been added the
professional books industry




/7 Music

Online illicit access 1.974.

Loss of potential earnings €513M (475 online and 38 physical).

The loss of potential earnings is 8,3% of the total piracy value.
This would mean multiplying the industry value by 3,4.

. Videogames

Online illicit access 196

Loss of potential earnings €284M (53 online and 231 physical).

The loss of potential earnings is 6% of the total piracy value.
This would mean 63% increase in industry value

lacpalicion

53 Films

Online illicit access 720.

Loss of potential earnings €450M (140 online and 310 physical).
The loss of potential earnings is 12% of the total piracy value.
This would mean a 2/3 increase in industry value

0 Books

Online illicit access 302.

Loss of potential earnings €79M (20 online and 59 physical).
The loss of potential earnings is 4% of the total piracy value.
This would mean 4% increase in industry value



Impact on public funds and employment
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Currently the contents industry in Spain employs

63.578 direct workers

New positions generated in a scenario without
piracy Increase of
26.652 direct workers employment

+47%

Having into account that in average for every direct job, 5 indirect
are generated, the total impact on employment would go up to:

155.000+ empleos
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Public fund cease to receive...

VAT PHYSICAL ONLINE TOTAL
MUSIC 8,0 99,7 107,7
FILMS 65,1 29,4 94,5
VIDEOGAMES 48,5 11,1 59,6
BOOKS 2,4 4,1 6,5
TOTAL 26_8’3

millions

Unit: Million Euros

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

New jobs Salary applied* Rate applied TOTAL
Social Security 26.652 19.199,7 38,9% 199,1
Income Tax 26.652 19.199,7 11,5% 58,8

TOTAL

Unit: Million"Euros

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.
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lacoalicidn

526,2

million
euro
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Total value of loss of potential earnings due to piracy

1.326

million euros

Increase of 43% over current turnover of the industries.

New direct jobs

26.652

Total revenues lost in public funds

526,2

VAT- 268,3
Social Security —199,1
INCOME TAX-58,2
Million euro



VOLUME OF ACCESS TO
ILLICIT CONTENTS
MUSIC

FILMS

VIDEOGAMES

BOOKS

total

ONLINE
1.974
720
196
302
3.192

ALUE OF ILLICIT CONTENTS
MUSIC

FILMS

VIDEOGAMES

BOOKS

Unit: millions of accesses / purchases

New direct jobs

26.652

Total revenues lost in public funds

526,2

VAT- 268,27

Social Security—199,1
Income tax— 58,8

Million euros

Summary main results

[Total

ONLINE
6.067
3.814
4.418
1.837
16.136

Unit: millions of euros

Industry Value
Music

Cinema
Videogames
Books

TOTAL

Loss of potential earnings
Music

Cinema

Videogames

Books

TOTAL

Industry + Loss of potential earnings

Music
Films/Cinema
Videogames
Books
TOTAL

Unit: millions of euros

PHYSICAL ONLINE

104 48
667 22
389 59
1.738 69
2.898 198

PHYSICAL ONLINE

38 475
310 140
231 53

59 20
638 688

PHYSICAL ONLINE

142 523
977 162
620 112
1797 89
3.536 886

TOTAL
152
689
448

1.807
3.096

TOTAL
513
450
284
79
1.326

TOTAL
665
1.139
732
1.886
4.422



THANK YOU




