PIRACY OBSERVATORY
AND DIGITAL CONTENTS
CONSUMPTION HABITS
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Peaple respansible for this project:
Ifigo Palao: - b g

Héctor Jimenez: |
Contact n2: 91 591 99 40

Technical details

Uni Spanish resident Internet users, between 11 - 74 yrs old. Survey with under 16 year olds was carried out with prior
niverse
consent of parent or tutor. . . — . . =

Area [ National

Total sample { 4047 interviews

Sample error

Total at national level n 4047= +1,54%, for a level of confidence of 95%, being p=q=0,50

Type of interviews [ Online survey, with semi-structured questionnaire, approximate duration of 17 minutes.

Samp li ng method Stratified random sampling by conglomerates

Quality control [ Abiding by 15O 9001:2015 standards

Fieldwork | Last quarter 2017
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Findings

| can distinguish between platforms which are legal and @
those which are not ... lacoalicién

44

15

| CANNOT distinguish ~ <— Sometimes —» | CAN distinguish

15% of piracy consumers admit they have a lot of difficulty in differentiating between legal websites and
those which are not

4 out of 10 can clearly distinguish the legal websites

Uinsit: peteentaaes Base ! Pinotes (- 1765)
AP2.- Could yeut tell us to what extent vou agree with the tollowing statetients.

GFK
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Reasons for piracy
Cultural content
Trend
FINANCIAL REASONS
Original content is very expensive, otherwise | | %
would pay for it. i 4;%1 B L
| don't pay for cantent which | might not like | RN 2 1% &
after f 37%
A neAsoN® N 37
Access to content is fast — 43A L
42%
To have offline access and not waste data [N ©9% *
consumption i 26%
I ean't wait for them to come outonthe [ 24%
market 24
IMPURITY/HARMLESSNESS sy 500
I'm already paying for my Inernet connection - 4‘75‘94 ’
b
e
| can't access contents any other way ISEe-_| gg/é
4
g
I'm not harming anyone findustry W 50
24%
There are no legal consequences for those [N 2594
who pirate and everybody does it 20%
w2017 « 2016
Unit: Percentages (7 - 10}/ Buse: Pirates

One of the reasons which has most
increased, reaching up to 25%is that piracy
consumers access illicit content because
there are no legal consequences and
everybody does it.

Other opinions on the illicit consumption of football © GFK
1acoalicitn
Trend
FINANCIAL AND PRACTICAL REASONS )
Footballers already earn a lot of money _ 772%% *
Accessing through other systems isvery [ (0% *
expensive. 58%
Jaccess these online football broadcasts [N 571% -
because they are fast. 8% The main reasons for accessing illicit
9
1 think the quality of these means is bad s “zgf L 2 football contents are; footballers already
(NTERNET USERRIGHTS [ earn a Jot of money (73%) and the cost of
It's legal to access portals to watch football pr o .
{MPUNITY — HARMELSS FOR THE SECTGR 32% accessing football through other systems
Watching football without paying doesnot £ 419 (60%)
harm my team 41%
I am not harming anyone by watching football [ 349 .
in this way. 36%
| watch these football broadcasts because 10 27% P
everyone does it. 25%
®2017 2016
Unet: Percentages (7 - 10) / Base: Football puates 6
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Notoriety of campaigns. Evolution 2017 vs 2016 @
lacoalicidn
Trend
— LN
Forest fire prevention campaign % *
o : I
Anti-piracy campaign . *
. . [ -
Fiscal anti-fraud campaign - s
. . [ B
Football piracy campaign .
®2017
2016
Unit: Percentuges / Base: Totel Sumple 7
g e C o
How do they access illicit contents? GFKK
tacoalicidn
59
Search engines like Google, Bing, _75 .
Yahoo, Ask, others
2 1 2
Direct ds loading syst: th h oo
punieindl K Gogle Yoo tung  Other
Applications (Apps) for tablets and
pplica |onss;nar;;z:m:er:a lets an . 17
Streaming via portals or websites . 14 83
H - -
Use of Social Networks (Facebook,
e T;litte: Te:::grama)Ce * . 10 - _ ;
Facebook Twitter Instagram Others
8 out of every 10 Internet users use search engines to access illicit contents, 99%
of them use Google.
Unit: Percentaaes / Base: Pure dirates 8
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Sources of income

When they access illicit contents...

Did they have to register as a user? Do they have advertising?

No, there is no 5
No, | didr't have to register 19 advertising

What details did they have to provide? Have pald for the content they

downloaded from these websites

98
B = 8%

Emall Fullname  Telephoneand/or  Opinion
address questionnaire

Yes, some portals have 5
Yes, | had to register 81 advertising

The majority of portals with illicit contents have advertising. 8% of piracy
consumers have paid for access to illicit contents

Advertising they recall
Betting websites andfor 68
anline gaming.
Dating websites or Contact | 58
websltes
Adult content websites - 55
Consumer praducts (food, 26
cars, etc.)

Others 16

Unit: Percentages / Buse: Pirates - g
If the piracy consumer could not access contents free of charge they C
would prefer lacoalicidn
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Elto5 mEto 10
Books
Piracy consumers of books are
Videogames the ones most willing o pay to
avoid advertising. However,
Series piracy consumers of music
and football are the least willing
Films [ IO % ] to pay for the consumption of
contents to avoid advertising
Football . e 3]
Music I e S — 55 R
\;V-ould consume in exchange Preferto pay to avold
for advertising advertising
Unit: Fercentoges {Stale 1 3UY buses Freates from cach industry 10
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GFIK

Effectiveness of measures against piracy @ GFK

lacoalicidn
2016 2017 .
High High Effectiveness o
% % | Very effective ® Somewhat effective
B Internet users consider that the
68 78 H Blocking or not a"owlng access to websites

most effective measures against
B piracy are blocking websites with
' 30 12 illicit contents and sanctions on
Sanctions on Internet providers Internet providers. However, the
least effective measure is
Internet use restriction on those
who access illicit contents

with illicit contents

o

61 731

52 611 25 36 24 15
Awareness raising campaigns

53 sst

|

Sancticning users with fines

43 56 27 29 0 EE
Restricting Internet use for those who do it

Trend

W Significantly higher then 2018

Unit: Percentages/ Buse; Totul sample

Access to contents
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Importance of bandwidth in access to contents and Internet @
SUbSCFiptiOﬂ lacoalicidn -

Very + Quite
important 2016

Importance of downloading speed when accessing '
contents : 68 68
Importance of packages / combined offers when B —
accessing services 25 30 P1- S 10 56 I 51
=i

Trend

W Very important B Quite important ¥ Neither important nor unimportant - Not very important ® Not at all important
Base: Total sampie (n=2009)

Would you keep your bandwidth if you could not download contents?
Base: Pirates

Yes, because it is important

when using the Internet 7 5 %
NO, 1 would reduce it because |
only need it to download contents 2 5 O(g
‘ Significantly higher than 2016

Unidad: Poicentajes A Sicnificantl, lower than 2016 13

Subscription platforms @

Which do you know even if you

have only heard of it? How do you pay for your account in

subscription platforms?

| don't pay because | use the - 30
81 account of a friend/relative

| don't pay because | take . N

advantage of the 1 month free..
v+ I
Hpo N -
SKy

42

© sootity

Base: Users of subscription
platforms

Allthe Internet users know of the existence of
subscription/legal offers platforms

Base: Total sample

Uil Feree itoges
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There is an increase in the number of
individuals who listen to music legally and
\ piracy consumption decreases

* 2017 2016

B(ﬁgﬂase of music in physical format 22% 21%
\1 ” legally
T -

b MM esses music in digital format legally ‘5% "‘ 62%

- | Purchase of music in physical format 2
/ \ : illegally % 2%
- 2 3 % \ Piracy
.-'J consumer Accesses music in digital format
l ilegaly il 22% $ 26%
I — — M significantly higher in 2017 compared to 2016
[Base: Internet users oged 11 and over n=4047 M e e oS0l e e e 15

P Films. Summary

. . Despite the significant increase in the legal
/ _ &\ consumption of films,
| | \ piracy is maintained

| 2017

2016

films in physicalformat
(Creme/VD) egaly I 14% 14%

Accesses films in digitalformat and
gy’ -_ 4% & 1%
& N Purchase of films in physical format
3 40 \ . (Grema/VD)illezaly | 2% 3
( % | Piracy

/ consumer Accesses films in digital format illegaly
. 33% 32
«  Significant increase in subscription to platforms such as Netflix, HBO, ... W significantly higher in 2017 compared to 2016
Base, internet users a ed 11 and over  n=4047 + Includes cinemas B significantly tower in 2017 compared to 2016 16
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-
12% \  Piracy
\ | consumer

Base: interne! users aed 11 and over { n=4047)

Purchase of videogames in physicalformat

Accesses videogames in digital format

Videogames. Summary

The illicit consumption of videogames
is maintained

4\
= 2017

. 26%

15%

2016
1+ 24«

videogames in physical
format legally

Posses videogames in digitalformat

ety 15%

ilegaly 2%

l 2% Significantly higher in 2017
compared tc 2016

Significantly higher in 2017
compared to 2016

illeeallvl 11%

17

/ consumer

Base, Internet users aged 11 and over ( n=4047)

:%ﬂj oy

Books* Summary

24% of Internet users download books in
L‘\ digital format from illegal platforms

2017 2016

Purchase of books in ph/skz!folg; - 45, 1‘ 344
+ 8%

‘ 1 ) 22%

Accesses books in digital format legally I 10%

Accesses books in digital format illegally* l 249

Significantly higher in 2017
compared to 2016

Slgnificantly higher in 2017
cempared to 2016

18

¥ Loose ond zipper books included
*in 2017 thete
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on illegal channels

Football. Summary

16% of Internet users have watched football

GFK

L =] ‘online (I have watched football on the internet
through a paid subscription}

2017 2016

Oy, = 8%

1 6 /0 \ consumerlllegal {...| have watched football free on the Internet) I
,.f—

significantly higher in 2017 compared to 2016

Base: Internet users oged 11 and over ( n=4047) S significantly higher in 2017 compared to 2016

16% ‘ 18%

These are individuals not
households.

Piracy in Spain

and lost profit for all industries

20
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lllegal digital access

VOLUME - wittions of contents

Base: Total Sumple (11=4047} Sootbalisubserit
ootball subsciiptions

% individuals
who access

2017 201G

lacoalici

e s BT

VALUE- willions of euros

e 1.560 ‘E:! 5.183
Music 1661 §-6.1%) ‘—22_", F15% 6% Music 5.767 J10,1%)
pe—y TP (FETE]  wcouns m—
o [ERm] oo —
roorea M 113 $i5% I 10% | o 10% rootears B 385 g e
serips M 45 $e15%) EEED series [ 1405 o ;0
m 2017
Millions of contents 4,005 (-3%) - 2016 Millions of € 21.899 (-6%)

*** The value of football piracy has been cak ulated based on the munber of hiouse hiolds who pirate these contents and the vatue of

21

Illicit access in terms of age of content

61%

47%

27%
26% 23%

l ]

FILMS

MUSIC

= From release up to a year

The majority of contents downloaded are novelties in all industries.

= From 1-3 years old

The greatest number of access to illicit content which is 3 years and over is generated in books and music.

74%
45%
41%
35%
30% 29%
20% 1
= X 13%  13%
|
| .! B
VIDEQOGAMES BOOKS SERIES

3 years and over

22
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Example of reasoning behind calculation of lost profit.

“ have accessed 100 illicit contents”

lllegal contents

t

Lost profit

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

Offendor

b=

“I would buy 8 legal contents if | could not
pirate them”

g

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

80€ value of
lost profit

Internet user

23

Summary.
Lost profit in industry in Spain due to the effect of piracy.

|

WOULDBUY VIDEOGAMES

&>

Books*

WOULD BUY PAPER
BOUKS

107
million €

Videogames

WOULD BUY VIDEQS
ONLINE

52
million €

WOULD BUY BOCKS
ONLINE

96
million €

million €

| R JR—

203 million 242 million

9% increase in industry value

6% conversion value pirate - legal
Woukd meanx1.1times the current Industry value

30% increase in industry value
4% conversion value pirate - legal
Would mean x1.3 times the current Industry value

[e3s]
g

Films**

Music

5

WOULD BUY FILMS WOUL(?N?'I"]’EHLMS WOULD BUY MUSIC WOULD BUY MUSIG ONLINE
4 a1 B
million € m:llign € million € million €
L =
I ili illion
453 million — 507 m

264%increasein industryalue
10% conversion value pirate - legal

61% increase in industry value
8% canversion value pirate - legal

‘Would mean x1.6 times the current industry value Would mean x3.7 time the currentindustryvalue

[

7

Series

WOULD PAY FOR SERIES

167 million €

167 miliion

128% increase in industry value
12% conversion value pirate - legal
Would mean x2.3 times the current industry value

Football
WOULD SUBSCRIBE 10 FOOTBALL
285 million
26% increase in industry value

80% conversion value pirate - legal
Wouild meanx1.3 times the current industry value

24
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. C it
Music Q '( ﬂ
Lacoslicion

Situation 2017
PIRATED CONTENTS: 1.564 million contents (4 physical + 1560 digital)
INDUSTRY VALUE: 192 million euros
Physical = INDUSTRY VALUE = 0ST PROFIT ":Efj;i;':/;f:' ):.

Digital 114 488 +264% _
Scenario without piracy

PIRATED CONTENTS: 0

INDUSTRY VALUE: 699 million euros.
192 million current legal industry
507 million in lost profit

25

Evolution of music sales vs Profit loss

700

507
m Lost profit
® Music market
l . 3

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

800

“OIIIII

26
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. C
Films .
lacoalicidn
Situation 2017
PIRATED CONTENTS: 734 million contents (8 physical + 726 digital)
INDUSTRY VALUE: 744 million euros
R Bl IR B Increase in legal
Physical 677 313 market
Digital VARERL) = INDUSTRY VALUE ® LOST PROFIT +.619‘6/)
Scenario without piracy
PIRATED CONTENTS: 0
INDUSTRY VALUE: 1.197 million euros.
744 million current legal industry (includes cinema)
453 million in lost profit
27
Evolution of Cinema/DVD/BD/Digital industry vs. Lost profit
acoalicidn

1400
Historical maximum

® Lost profit
o Film market
{includes cinema)

006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
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. C 4
Videogames
lacoalici

Situation 2017

PIRATED CONTENTS: 244 million contents (3 physical + 241 digital)
INDUSTRY VALUE: 801 million euros
. | i L
Physical 393 189 im;]\fsr:;ssalir:le I
Digital 408 4| = LOST PROFIT +30% ¥,

= INDUSTRY VALUE

thnet: miltions of euros

Scenario without piracy
PIRATED CONTENTS: 0
INDUSTRY VALUE: 1.043 million euros.
801 million current legal industry
242 million in lost profit

Evolution of Videogame sales vs Lost profit @

lacoalicién
800
800
400

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

W Lost profit

® Videogames
market

Soure-: Soutce: ARV /GEK

30
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Books*

Situation 2017
PIRATED CONTENTS:
INDUSTRY VALUE:

Digital E&igd 96

Scenario without piracy
PIRATED CONTENTS:

419 million
2.317 million

Physical 2.200 107

= INDUSTRY VALUE = | OST PROFIT

0

Increase in )
industry value ]

9%

Uitz tiors of evroe

Scenario without piracy

PIRATED CONTENTS:
INDUSTRY VALUE:

0
297 million euros.

130 million current legal industry
167 million lost profit

INDUSTRY VALUE: 2.520 million euros.
2.317 million current legal industry
*No distinction of subject 203 mI”ion in IOSt prOflt
31
. C i
Series Q
lacoslicidn .
Situation 2017
PIRATED CONTENTS: 951 million
INDUSTRY VALUE: 130 million
Total 130 - 167 Increase in
industry value |
= INDUSTRY VALUE | OST PROFIT +128% /

32
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Scenario without piracy

PIRATED CONTENTS: 0
INDUSTRY VALUE: 1.385 million euros.

285 million in lost profit

© %
lacoalicion .

Increase in industry

Football
Situation 2017
PIRATED CONTENTS: 113 million matches
INDUSTRY VALUE: 1100 million
Total 1.100 285
= |NDUSTRY VALUE = | OST PROFIT

1100 million current legal industry

value

+26%

33

Industry value + lost profit
® Industry value Lost profit
Physical z 19 97 Music 699
Music  Digital 488 602 192 507
Physical 673 313 986 Films 1193
&
Films ~ Digital =140 207 740 453
Physical 189 582 Videogames 1043
Videog:mes Digital R 460 801 242
Books  Digita! I %6 213 2317 208
Physical + E Series 297
L &y 167 297
Series _ Digital 130 167
e
. igita
Football 2100 ELE
Total 5280 1857
o,

Music 595

181 414
Films 1380
807 573
Videogames 991

744 247

Series 296
125 171
Football 1371
1100 271

|y B
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GFK

Repercussion on public funds and

employment

35

Employment Currently the content industries who are members of the
The Coalition employ in Spain

69.861 direct workers*

New positions generated in a scenario without piracy

20.375 direct jobs

Increase in direct
employment

+29%

itis estimated that 1 direct job can generate 5 indirect ones
122.250 total jobs

* 98,095 worters in digtit

36
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Direct employment generated by lost profilt 2017
Content and area of work CURRENT POSITIONS 2017 di % TOTAL EMPLOYMENT
MUSIC B
Production 5.565 41% 7.853
Distribution 1.995 89% 3.766
FILMS 0%
Production 12.764 31% 16.748
Other distribution 586 86% 1.089
Video rental 2.290 165% 6.068
Exhibition 17.163 24% 21.243
VIDEOGAMES 0% -
Total 8.790 18% 10.335
BOOKS 0%
Editorial production 4.446 5% 4.646
Distribution 8.162 9% 8.897
SERIES 0%
Employment 500 88% 938
FOOTBALL 0%
Employment 7.600 14% L. 8.654
TOTAL 69.861 29% 90.236
37
. . C
Public funds cease to receive... Q
lacoalicidn
Value Added Tax {VAT) PHYSICAL ONLINE TOTAL
MOSIE, 4.0 1025
EIMS 294 Bt
VIDEOGAMES 2,7 109 506 3.347
SOOKSOF™ — — S Millions of euros
SERIES - 59,9 in & years
FOOTRALL 35,1
TOTAL 371,57
’ 576 8 547 576 |575|
Unit: miltons of ruros 495 ;
Note: VAT rate applied 21% except paper
New jobs Salaryapplied* Rate applied TOTAL
Saclal Security }
IRPF Y 2012 2013 2014 2015 2016 2017
11,5% .
TOTAL ( ; Millions of euros per year
included

© GfK 2012 | Title of presentation | DD. Month 2012

Page 19



Impact of piracy

Total value of lost profit
due to piracy

1.700 1.669 1.783 1.857
1.221 1.326

2012 2013 2014 2015 2016 2017

Data in millions of euros

Potential new direct jobs

29.360

24.766 26.652

216722169790 375

2012 2013 2014 2015 2016 2017

Potential income in public
funds

495 526 628 547 576 575

2012 2013 2014 2015 2016 2017

IVA-372
Social Security~ 157
IRPF - 46

39

THANK YOU
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