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Overview of the video ecosystem
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We build our view of the market by "following the money”

Content production Aggregation Distribution
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Economics of film & TV video value chain - 2018

Director

a)

%
PN

Actor

Athlete
-

b

Content production/rights

S79B

Aggregation
$126B

Distribution
S136B

Sports/Live
Revenue:$27.8B
EBITDA: n/a

s

Non-Sports Local stations TEGNA MVPDs
Revenue: $50.8B | |Revenue: $23.9B Traditional fios’ DIRECTV
EBITDA: n/a EBITDA: $5.2B K==ch Revenue: $108.48 NOS Eﬁ
oniZERSaL EBITDA: $6.0B cox/( COMCAST
\"/ Broadcast Networks " VPD
& Revenue: $21.1B g @cBs| ||V S DIRECTY
SoNY . BC Revenue: $3.38  WEDTV Now
° EBITDA: $4.5B FOX
:B'WP EBITDA: $S0.03B b, piaystationvee | E3
@ @ Cable Networks gmec HB®
W e Revenue: $81.2B recover Direct-to-Consumer eces
©c|35 EBITDA: $29.3B ol scorer g Revenue: $8.2B  HBONOW ¢
OTT Aggregators NETFLIX (1 Tube| ama;on p hulu
Revenue: $16.2B G | 8
EBITDA: S0.7B facebook. oogle .

Source: BCG Video Value Chain Scenario Model (base case)

Consumer
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ﬂ Subscriber spend
contracting while
viewing grows

Q New consumption
patterns emerging

© shift to non-linear viewing

Key changes
in the video
landscape

D
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e New business models
for aggregation
reshaping industry

© Traditional advertising
models under attack

© Profile of "valuable” content changing, as spend balloons
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Video subscriber spend contracting while consumption grows

OTT has - to date - been mostly additive to video consumption

Avg. hours viewed per day (US population avg.)
CAGR
6.6 6.9 (2014-2019)

Short-form 21%

oTT 32%

MVPD-VOD 34%
DVR 2%

Linear -4%

2014 2015 2016 2017E 2018E 2019E

Source: Nielsen; BCG analysis
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Video subscriber spend contracting while consumption grows

MVPD subscriptions in decline after sustained period of slowing growth

US MVPD subscriber growth, YoY (%)
4 -

0 - =
I

2 A Q3
2018
I

-4 - _l

2008 2010 2012 2014 2016 2018

VMVPDs included
VMVPDs excluded

Source: MoffettNathanson, November 2018



Shift to non-linear viewing

Linear viewing projected to be down to ~60% of all video viewership by next year

Share of total US video viewership (%)

2014 2016 2018E

[ Watching time shifted video on TV [l Watching time shifted video on OTT [l Watching linear TV

Note: OTT defined as un-tethered viewing to stationary and mobile devices; TV as traditional, facilities based video tethered to the traditional
infrastructure
Source: Nielsen, BCG Analysis
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Shift in video consumption from linear to non-linear viewing
Linear ratings declining - especially for younger viewers

% change in total weekly hours of linear + 3 days delayed viewing (Q2 2012 vs. Q2 2018)

| 1%

-49%

18-34 35-49 50-64 65+

Note: Figures include all live + DVR/time-shifted TV viewing after 3 days during the quarter for the total population
Source: Nielsen
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New business models for aggregation reshaping industry
There are now more than 100+ OTT services in the US
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New business models for aggregation reshaping industry

The economics of OTT are scaling quickly, with AVoD & Subscription OTT capturing ~90% of revenue

Global OTT Revenue (2018, SB)

4 1
,,,,,,,,,,,,,,,,,,,, ]

"""""""""" B VoD
B Subscription linear OTT!
Il svoD
B AvoD

North America Asia Pacific Europe Latin America Middle East Total
& Africa

1. Refers to subscription-based linear OTT video streaming
Source: OVUM, BCG Analysis
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New business models for aggregation reshaping industry

Five global players represent nearly half of all OTT revenues

Global OTT Revenue (2018, SB)

8 84
42
44
28
AVoD Subscription OTT Rental/EST
[_]other ' I Facebook M Youtube Ml Hutu M Amazon' [ Netflix |

Bl Combined 50% of global OTT revenues |

1. Estimated revenue based on prime video users multiplied by prime video monthly price of $8.99 2. Hulu subscription revenue provide
Note: Subscription OTT includes SVOD and Subscription Linear OTT services
Source: BMO Capital, Pivotal Research, OVUM, BCG analysis
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New business models for aggregation reshaping industry

Heightened focus on direct-to-consumer OTT distribution by traditional media network groups

« Early 2020 Free to Comcast and « Ad-supported o TV and films from NBCU library and others
COMCAST SKY cable subscribers « Original programming
NBCUNIVERSAL » Additional charge for
others
WARNER « Q42019 * n/a * No ads « Warner's collection of films, TV series, docs and
MEDIA animation
- Fall 2019 e <$12.99/month » No ads « 5 content channels including Disney, Marvel, Nat
(] Geo, Pixar, Star Wars
d |§NEP » Estimated 4000 titles from Disney and Fox library
e Original films and TV series
""""""""""""""""""" - 3newservicesto . n/a  « Adsupported - The new services will be library-heavy products
VIBCOM launch in 2019 focused on African-American programming, reality

programming, and Spanish-language programming

e Announced in 2018 o $5-$8/month e n/a » Live and on-demand programming from all of

“Dlscove ry with no launch date Discovery’s networks

12
Source: AdWeek, Media Post, Variety
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New business models for aggregation reshaping industry

Most recently launched virtual MVPDs disrupting existing linear models

Pricing

# of channels
in starting tier

Broadcast
Networks

Premium

add-ons

o))

sling

TELEVISION

« Orange: $25
o Blue: $25
» Orange + Blue: $40

DIRECTV

NeW

o Live a Little: $40
o Just Right: $55
- Gotta Have It: $75

Limited SVOD ads: $40
No SVOD ads: $44

You (I TV

Price: $40

L

PlayStation Vue

Access: $45
Core: $50
Elite: $60
Ultra: $80

fubo”

o fubo: $45
o fubo Extra: $60

» Orange: ABC
o Blue: Fox, NBC
» Affiliations: 82

« ABC, CBS, CW, Fox,
NBC, Telemundo,
Univision, Unimas

o Affiliations: 360

ABC, CBS, CW, NBC,
Telemundo,
MyNetworkTV
Affiliations: 627

ABC, CBS, CW, NBC,
Telemundo,
MyNetworkTV
Affiliations: 511

« ABC, CBS, NBC,
Telemundo,
MyNetworkTV

o Affiliations: 252

« ABC, CBS, NBC,
Telemundo, Univision,
MyNetworkTV, Unimas

o Affiliations: 499

« Core, Elite and Ultra
only

« EPIX, Showtime, Starz
* NBA League Pass

+ Cinemax, HBO,
Showtime, Starz

Cinemax, HBO,
Showtime, Starz

Showtime, Starz

AMC Premiere, Shudder,
Sundance Now

Fox Soccer Plus

» Cinemax, EPIX, HBO,
Showtime
o Fox Soccer Plus

« Showtime
« RAI Italia

« 50H @ $5/month
« Disney/ESPN excluded
» Fast forward option

Source: BMO Capital, SNL Kagan

e 20H free
« 100H @ $10/month
» Fast forward option

50H free
200H @ $15/month
No fast forward

Unlimited storage up to
9 months
Fast forward option

» Unlimited up to 500
shows for 28 days free
» Limited fast forward

» 30H free
« 500H @ $10/month
» Fast forward option

13
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New business models for aggregation reshaping industry

Virtual MVPDs now have 6M+ subscribers

Subscribers as of Q3 2018 (M)

w2

Live TV PlayStation.Vue
Youl Il TV

Source: Moffett Nathanson

14

d.
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New business models for aggregation reshaping industry

Demand curve for virtual MVPD services - consumer research results for DirecTV NOW

Take rate (%)
20 ~

$35 “Live a Little" package

17.7

\ $50 "Just Right" package

15.1

" \
12.3

10 A \9.

$60 "Go Big" package (temp
promo for $35

$70 "Gotta Have it!" package

$20 $25 $30 $35 $40 $45 $50 $55 $60 $65 $70

Source: Altman Vilandrie and Co., MoffettNathanson estimates and analysis

15
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New business models for aggregation reshaping industry

Many independent OTT services have also emerged over the years (I/1l)

IndieFlix

Launched: 2015

HQ: New York,NY
Founders: Stewart Lane
and Bonnie Comley

Launched: 2013
HQ: Troy, MI
Founded by David
Farbman

Launched: 2015
HQ: Silver Spring,
MD

Founded by John
Hendricks

Launched: 2011
HQ: San Francisco,
CA

Launched: 2011
HQ: Louisville, CO
Founded by Jirka

Launched: 2005
HQ: Seattle,
Washington

Source: Company websites, 10Ks, Crunchbase, Press Search

Ad-free subscription
o $8.99/month
o $99.99/year

Ad-supported
e Free sign-up

Ad-free subscription

o Standard: $2.99/month,

$19.99/year

e Premium: $9.99/month,

$69.99/year

Ad-free subscription
* $5.99/month
$49.99/year

Ad-free subscription
o $11.99/month
o $99.00/year

Ad-free subscription
« $4.99 per month

N/A

$254.7M in funding over
2 round from Blum
Capital Ventures and
TimesSquare Capital

$7M in funding
Recently laid off most
staff and restructured,
seeking buyer

$28M net revenue in
2017

$22.5M annual
revenue

On-demand streaming for high-caliber, full-length
theatrical productions

Over 200 titles of recorded live theater
performances and theatrical productions

Premium outdoor themed shows and engaging
personalities

Hundreds of series’ focused on outdoor and hunting
content

Non-fiction documentaries and series about science,
technology, history, and nature

2,000+ shows across science, nature, history,
technology, society and lifestyle

Collection of independent films from around the
world across all genres
More than 7,000 independent films

Spiritual films, documentaries, interviews, yoga
classes, transformation related content, and others
8000+ exclusive videos

Social impact films and documentaries
8,000 titles

16
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New business models for aggregation reshaping industry

Many independent OTT services have also emerged over the years (l1/11)

o Launched: 2007 Ad-free subscription o $36M in funding International arthouse cinema films, it integrates its
e « HQ: Palo Alto, CA o $6.99 per month over 8 rounds SVOD service with a film database and online
M UBI -4 « Founded by Efe magazine known as The Notebook
Cakarel » Rotating selection of 30 critically acclaimed films
o Launched: 2015 Ad-supported o $11.5M in annual « Classic films, classic TV series, live streaming events
Em NH e HQ: Los Angeles, CA » Free, no sign-up revenue and original content
e 2,000+ hours of programming
-FM:'I'ORY
« Launched: 2008 Ad-supported o $37.5Min funding « Films, TV shows, documentaries, and comedy shorts
« HQ: New York, NY » Free, no sign-up over 5 rounds covering content across genres
SNAGFILMS . Founded by Ted . -5,000 titles
vy Leonsis
° « Launched: 2014 Ad-supported o ~$35Min funding e Oscar-winning films and Emmy-winning TV shows
tUbI « HQ: San Francisco, » Free, no sign-up spanning more than 40 genre categories from
CA comedy, drama, family and children’s programming,
« Founded by Farhad classics, horror and niche content
Massoudi e 7,500 TV shows and movies
e Launched: 2014 Ad-free subscription « N/A » Original scripted and unscripted content created by
Zeus « HQ: Los Angeles, CA o $3.99 per month millennials for millennials featuring content created
. Founded by Lemuel by popular personalities in social media
Plummer o Library size unknown
17

Source: Company websites, 10Ks, Crunchbase, Press Search
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Traditional advertising models under attack

Online video advertising estimated to grow 32% per year vs. low single digit growth for broadcast/cable

Network: National advertisers
showing ads nationally on
networks

National spot: National

advertisers showing ads locally
in specific markets

Local: Local advertisers
showing ads locally in specific
DMAs

Source: Magna Global, SNL Kagan, BCG analysis

Broadcast

Cable

Online video

1%

Broadcast network

4%

Cable network

C 32%

Broad array of types of ad

S9B 1%

Broadcast station

$1B 5%

Cable/sat/telco

inventory, including rich
media providers, OTT
services, and MVPD-VOD

See next page

2%

Broadcast station

$6B 4%

Cable/sat/telco

2018 estimated spend xx%

CAGR, 2014-2018

18
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Traditional advertising models under attack

Digital video ad ecosystems consists of various elements

Local advertisers

National
advertisers (DMA
targeting)
National
advertisers to
national
audiences

Source: BCG analysis

Non-video

Rich
media
Prof. & non-

prof.
produced

Video, accessed through OTT service

Pre-roll/ post-roll

Prof. Non-prof.
produced produced

Strong ecosystem
in place today

Video, accessed

through MVPD

Pre-roll/ post-roll

Interstitial and interstitial
Prof. Non-prof. Prof. Non-prof.
produced produced produced produced

Immature ecosystem No strong ecosystem in
in place today place today

19
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Traditional advertising models under attack

Aggregator/networks capture smaller share of dollars in digital

Traditional advert!smg e.cosystem 10%-15% 20%-80%
(almost exclusively linear)

Media planning and
buying agencies
Network/ Ad serving/
exchange delivery

Digital advert!smg ecosy§tem 10%-15% 259%-359% 45%-559%
(almost exclusively non-linear)

Value chain Creative

Source: Interview campaign with agencies/ad tech platforms (spring 2017); BCG analysis.

20
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Profile of "valuable” content changing, as spend balloons

_(GAMEor —
[HRONES | —

Future consumption curve
Present consumption curve

# of viewers

o AEEY |
MPLAYOFFS |

Fav

Gi]more glrls \

COWBONYSBEBOE

N D I S . CHOPPED

———a

Exclusive and top-rated Lower rated programming “Long tail” unique content and
programming niche
<+ > < > < >
Premium FTA channels & Channels “30-150"
Pay TV basic cable package on cable

Source: BCG Analysis
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Profile of "valuable” content changing, as spend balloons

Big increases in premium content spend and show creation, led by some of the emerging OTT players

Netflix, Amazon spending ~$13B/year
(Total content spend’ , 2014 vs. 2018)

NETELIN @
A
COMCAST
NBCUNIVERSAL

a@_aﬂzon 0 9

~ o

v

v

v

-

F@fsnep | @
Television Group

P, 2157
‘ CENTURY
VW FOX

B @

v

v

v

...and by end of 2019, Netflix, Amazon, & Hulu alone

committed to $79B in content spend

1. Content spend does not include sports spend
Source: FX Networks Research, SNL Kagan, BCG analysis

More TV shows now than ever before
(# of new original series, 2011 vs. 2018)

495

266

2011 2018
- oTT - Broadcast/cable

22
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New consumption patterns emerging
Viewing behaviors vary considerably across age & MVPD relationship

Viewer segments Current behaviors & forward-looking risks

Minimal reliance on MVPDs: avg of ~8 hrs/wk
High interest in more nascent genres: For men,

High prospect cord-

?
Age anime/eSports; women, celebrity/animal cutters:
18-34 3%-64 0 T
2 « High reliance on MVPDs: avg of ~15 hrs/wk _
§ ° « More 'traditional’ genre preferences: Men watch POtenE‘ﬁl, tf; cord-
S Big5 sports; women, news/primetime e
)
O S | |l T B T T T T T T T T T T T T T T T T T e
O wum
> « Similar interests to subscribers: High interest in Behaviors set fixed
= 4 G anime, eSports, celebrity, etc. witlf agg o? x
‘ 3 « Broad usage of platforms: Social, AVoD, etc. ;
| G || O |
=z
* Most viewership of film/TV of all segments . ,
a - High use of SVoD, FTA: Nearly all viewing on Netflix, Behaviors too fixed

: to change?
Amazon, Hulu - or via antenna g

23

Source: Emerging Video Content Landscape consumer survey, n=4,630 (2017 BCG Study)
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New consumption patterns emerging
Younger viewers show strikingly different content preferences

Younger viewers spend more

time watching short-form 4»7
content than sports/news...

...and far [ess time watching
MVPDs on average than the

’,'\\ range of emerging platforms

1. MVPD includes traditional MVPD and FTA; 2. Emerging includes SVoD, AVoD, social media, & virtual MVPDs
Source: Emerging Video Content Landscape consumer survey, n=4,630; BCG analysis

% of total video time watching

Short-
form

Sports

& news 25%

B 18-34 M 45-64

% of total video time using

MVPD'

69%
Emerging?

24



New consumption patterns emerging
Cord-cutters/-nevers still watch a lot of TV but less likely to watch news and sports

SVoD/FTA replace MVPD viewing for internet only...

%

’ 27 23
00 - 6% 5% " Other
80 - 9% 9% Social media
60 -
SVoD
40 -
20 -
FTA
MVPD
o NN
MVPD Cord-
subscribers cutters/nevers
N= 3,905 726

Source: Emerging Video Content Landscape consumer survey, N=4,630 (2017 BCG study)

... but they are far less likely to watch sports, slightly less likely to watch news

35% |

30%

40 -

30 4

20 -

10 -

0 T T

Local news  National news NFL games MLB games College NBA games College
Football games Basketball
games
B MVPD subscribers [l Cutters/nevers (D News genres @ Sports genres
25



Possible scenarios of where the world can go

i €0

o Tlpping Point on horizon
Slow erosion

26
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Disruptive View: Film & TV video value chain ('"17->"22)

Director

a)

\_/
‘»,4-

Actor

Athlete
-

b

Content production/rights

$70B > $100B

Aggregation Distribution
$122B > $105B $135B > $126B

Total EBITDA A =

( Sports / Live || Non-Sports 'Local stations TEGNA MVPDs [] GFOV_/
$25B > $35B $45B > $65B $23B > $18B . . - [ ] Decline
A($5.5B) SBE Traditional !’vlvgms“ = DIRECTV
onERSAL | S111B > 5688 ooy,
N % A($13B) OX. comcast
‘. ﬂﬂ Broadcast Networks . Consumer
' Sony $20B > $18B %B% @®CBS VMVPDs YD) TV I\'IRW
— ™,
7 nep A($3.8B 2.5B > $21B Liu
‘ . BI @ > ( ) Fox @ $ A +$0. 4$B L PlayStation Vue | E i
@B Cable Networks gmc HB® , \
‘\‘ wasammos. M $78B > $69B Oecorery Direct-to-Consumer ®CBS
Ot A($13B) JE O 57.68 > 3128 ppgnow [
urc ViacoMm == TIH() 3 A($1.2B) VIDCOIM "eA LEAGUE PAsS
NETFLIX amazon OTT Aggregators (Y-
— Y@@ 7% $14B > $25B
facebook. Go gle A+$3 3B hulu
n/a ($22B) ($10B) ($32B)

27



Drivers

We built three distinct market evolution scenarios to 2022

Massive Disruption Slow Erosion Return to Growth
(Pessimistic) (Moderate) (Optimistic)
vMVPDs and OTT services accelerate MVPD’s will continue their decline as MVPDs see decline for 3 years but
Description penetration and ad dollars continue vMVPDs and other OTT services steal return to growth as they innovate to
to shift away from traditional share and cord cutting continues compete with OTT players
) 2017 2022 2017 2022 2017 2022
SUbSC"':ert% /HH MVPD 77% > 48% MVPD 77% > ~62% MVPD 77% > ~70%
enetration
2 VMVPD ~4% > 26% VMVPD ~4% > 16% VMVPD ~4% > 12%
We'g:;f;ﬂAvg‘ Decline at 2% Flatten out ARPU Increase by 2%
2017 2022
4 doll Traditional distributors (e.g., MVPD) ~$3.8B > -~S$4.1B  While MVPD ad revenues stay generally constant,
Ad dollars . . C . Aggregator ad revenues decline as dollars shift from
Digital distributors (e.g., VMVPD, OTT, D2C)  ~$6.8B > S$18B  ircar to non-linear TV to follow viewership
Aggregators (e.g., Local, Broadcast, Cable) ~$57.5B - -~$38.6B

28



Disclaimer

The services and materials provided by Boston Consulting Group (BCG) are subject to BCG's Standard Terms

(a copy of which is available upon request) or such other agreement as may have been previously executed by BCG.
BCG does not provide legal, accounting, or tax advice. The Client is responsible for obtaining independent advice
concerning these matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking
to update these materials after the date hereof, notwithstanding that such information may become outdated

or inaccurate.

The materials contained in this presentation are designed for the sole use by the board of directors or senior
management of the Client and solely for the limited purposes described in the presentation. The materials shall not be
copied or given to any person or entity other than the Client (“Third Party”) without the prior written consent of BCG.
These materials serve only as the focus for discussion; they are incomplete without the accompanying oral commentary
and may not be relied on as a stand-alone document. Further, Third Parties may not, and it is unreasonable for any
Third Party to, rely on these materials for any purpose whatsoever. To the fullest extent permitted by law (and except
to the extent otherwise agreed in a signed writing by BCG), BCG shall have no liability whatsoever to any Third Party,
and any Third Party hereby waives any rights and claims it may have at any time against BCG with regard to the
services, this presentation, or other materials, including the accuracy or completeness thereof. Receipt and review of
this document shall be deemed agreement with and consideration for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied on
or construed as such. Further, the financial evaluations, projected market and financial information, and conclusions
contained in these materials are based upon standard valuation methodologies, are not definitive forecasts, and are not
guaranteed by BCG. BCG has used public and/or confidential data and assumptions provided to BCG by the Client.

BCG has not independently verified the data and assumptions used in these analyses. Changes in the underlying data or
operating assumptions will clearly impact the analyses and conclusions.
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