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Wiggin is a boutique law firm working exclusively in the media sector. Recognisedby many
as the best in the media business, Wiggin is a specialist in film, music, sport, gaming,
technology, broadcast and publishing, and has earned an international reputation for fresh
thinking and innovative approaches.

The 65-strong firm takes instructions from broadcasters, regulatory bodies, sports businesses,
production companies, telecommunications companies, film studios, record labels,
publishers, TV channels and digital service providers.

Clients include Al Jazeera, Bauer, BBCFilms, the British Phonographic Industry, Channel 4,
Columbia Pictures, Condé Nast, Five, HBO, Macmillan, Manchester United FC, Paramount
Pictures, SonyComputer Entertainment, Time Warner Books, Trinity Mirror, 20th Century Fox
Film Corp, Virgin Media and Warner Brothers.

WWW. wiggin. co. uk

Entertainment Media Researchis E u r o goeeihast research consultancy for entertainment
and music. It was founded in 1997 by the former Head of Music Information at MTV Europe in
anticipation of the digital entertainment revolution .

Today, Entertainment Media Researchis an international business headquartered in London
serving the entertainment, media and advertising industries.

We combine quantitative research skills with entertainment sector expertise and branding
consultancy to offer a unique and powerful service to brands in the entertainment industry.

www . entertainmentmediaresearch .com

paidContent: UK covers the businessof digital media for the UK and European markets. The
site reports the economics of content along with paidContent.org, mocoNewsnet and
contentSutra.com, the other sites published by ContentNext Media, a media and information
company owned by Guardian News & Media.

Founded by journalist Rafat Ali in 2002, the company's news sites chronicle the economic
evolution of digital content that is shaping the future of the media, information and
entertainment industries. Our belief is that, in the near future, all media will be digital
media, and we are helping define sustainable business models and innovation within this
sector. The company posts breaking news through the day, issuesa daily newsletter each
morning, organises leading conferences and seminars, and publishes reports on sector M&A,
venture funding and more for industry decision makers.

www . paidcontent .co.uk
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Introduction and methodology

A A comprehensive audit of entertainment and digital activity in the UK today, investigating
the behaviour, trends, preferences and attitudes acrossall forms of entertainment activity

A The findings are based a large-scale online survey of 1,512 UK respondents, representative
of the national demographic conducted in May 2009

A The survey was commissioned by Wiggin

A Readersare welcome to use data in this report but such use must acknowledge the 2009
Digital Entertainment Surveyfrom Entertainment Media Researchand Wiggin asthe source

Pleasenote that percentages may not add exactly due to rounding

All research, analysis and reporting conducted by Entertainment Media Research,
Europeds number 1 music and entertainment

For more information, please contact:

Wiggin

WWW. wiggin. co. uk

+44 (0) 1242 224114

Alexander Ross,Partner d Musicand Technology alexander.ross@wigginco. uk
SarahYoung, Marketing and BusinessDevelopment Manager sarah.young@wigginco. uk

Entertainment Media Research

www. entertainmentmediaresearch .com

+44 (0) 207 240 1222

RussellHart, CEO russell. hart@entertainmentmediaresearch .com

ShaunAustin, Senior ResearchManagershaun austin@entertainmentmediaresearch.com

Patrick Johnston, Head of BusinessDevelopment patrick .johnston@entertainmentmediaresearch .com
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Sample profile

Number of Weighted Weighted Sample has been weighted to
interviews base % reflect the national
Male 15-19 demographics for the UK

Male 20-24

Male 25-34

Male 3544

Male 45-54

Female 15-19 50% male
Female 20-24

Female 25-34

Female 35-44

Female 45-54

London 50% female
South

Midlands

North

Wales

Northern Ireland

Scotland

( MEDIARESEARCH



( MEDIARESEARCH

WIGGIN

Headline Findings



ISP consumer spend could increase by
70% if ISPs were forced to regulate content

If accessto currently free or pirated content is restricted by ISPsthose who pay their ISPbills say they would be
prepared to increase their ISPspend by 70%from an average of £20 per month to £34 per month

The survey investigated consumer response to the scenario that in future all internet -sourced content might only be
available by way of monthly subscription to an ISPfor different entertainment packages Asexpected the basic package
of email and web browsing at £8 per month was the most popular single item for 8 out of 10 consumersbut the average
number of additional packageschosen by consumerswas six as set out below. This implies that consumersare prepared
to spend on average £26 per month on digital entertainment content that is currently available for free or is extensively
downloaded from unauthorised sites and hence is currently unmonetised

Table showing top packagesselected:

% of respondents
selecting item

Email & internet only (£8/mth) 82%

ISP Package item

Watch any TV/Movies in HD (£3/mth) 48%
Unlimited TV on demand (£8/mth) 48%

Ability to upload pictures (E1/mth) 44%

Music streaming i Audio & Video (E2/mth) 43%

Access to online gaming network (£3/mth)  36%

The greatest preparednessto spendis amongst males 20-34 who say they are willing to spend £48 per month on average
(compared to £22 currently) ; females 25-34 £39 per month; first adopters £53 per month and those regularly pirating
entertainment content £56 per month
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75% of people want to watch internet content —
on their living room television screens ———

The survey reveals that demand for converging the two technologies and bringing content from the internet onto the
living room TV is considered the most desirable entertainment activity of the moment. This underlines the need for
faster broadband speed acrossthe UK

Key facts from the survey supporting the finding:

A This is a massmarket proposition that appeals to all demographics, even amongst the 45-54 year old age group 77%
of males and 61%of females are interested

A 17%of people already claim to be doing it (28%of teenage males)
A 33%of First Adopters claim to be doing it and a further 48%would like to be able to do it

A The forthcoming wave of consumer technology will need to addressthe obstacle that it is currently considered too
difficult by 1in 2 consumersto connect content on their PCwith their main TV (49%agree)
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With the exception of Facebook, the major
social network sites appear to be in decline

Is the social network balloon deflating? With the exception of Facebook, the major social network sites appear to
be in decline

The popularity of the major social networks (excluding Facebook) would appear to be in decline with the proportion of
people with profiles down year on year on Myspace by 18% points, Bebo and Friends Reunited 11% points and MSN
Groups 5%points. The one major growth spot is Twitter which has come from almost nowhere to attract membership
from over 1 in 10 respondentsto the survey

A key reason may be the finding that 40% of respondents with a social network profile agree they prefer one social
network site for everything. This might serve to explain the resilience of Facebook which best fits with the reasons
consumers use social network sites, namely keeping up to date with f r i e meds(66%), interacting with personal
friends (54%), looking at f r i ephates 61%) and uploading photos to share with friends (3799

% with profile on site 2008 | 2009 | % pts diff
Facebook

YouTube

Friends Reunited

Myspace
Bebo

Yahoo! Groups

Twitter
MSN Groups

To further add to the strength of Facebook, just under half (4699 of Facebook users saythey check their profile at least
once a day, and a further 17%check it whenever they receive a notification
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Social network members can become a major
affiliate platform for the sale of content

39%of those with a social network profile say they would be happy to become sellers and distributors of music using
their social network profiles as a platform to reach their friends. A slightly smaller proportion (36%9 would be happy to
sell movie downloads to their friends

Selling to friends is not considered a problem with 52%o0f social network users stating they are comfortable to do so

A Preparednessis particularly high amongst 15-19 year old males (74% and teenage females (59% Only males over 45
and females over 35 show particular apprehensionin selling content to their friends

A The motivations are both altruistic and self-interested . 72%of those interested say this is a good way to expose great
music and movies to a new audience and 68%say they would only do this if appropriately rewarded. Indeed, 48%say
they can see this asa way of making some serious money

A Cash reward is the most popular incentive and the majority (54% would prefer to keep this exclusively for
themselves compared to those who would share the reward with their friends (34%

A NB, regular pirates are highly enthusiastic towards the affiliate sales model; 63%say they would sell music or movies
to friends. Interestingly, there is an equal divide on whether they would keep the reward for themselves or share it
with their friends (35%for both)

Interested in selling music Interested in selling movies

Total

M15-19
M20-24
M25-34
M35-44
M45-54

F15-19
F20-24
F25-34
F35-44
F45-54
Regular pirates
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Apart from New Movies t.her ebs=
Interest in paying for on -demand programming ———

The survey reveals consumer demand for on-demand programming delivered online is potentially huge. The clear
content leaders are New Moviesrecently released in the cinema (80%interested and 46%definitely interested) followed
by Top Moviesjust released on DVD(79%and 43% and Recent movies not yet released on DVD( 78%and 42%99. Comedy
is also popular with 76%interest and TV drama 73%

However, this strong demand does not convert into a willingness to pay. When confronted with three options & a flat
rate subscription fee, PPVand free ad-supported models - the free model wins comprehensively. For brand new movies,
where propensity to pay is highest, 58%would still rather watch with adsthan pay for the content

The only content for which there is seemingly a massmarket is movies. The top attraction is New movies just released
in cinema which would attract 20%of all people to pay to watch on demand, Recently released movies (149 and Top
movies just released on DVD12% Thereafter there is no content that attracts a fee-paying market of more than 5%
which implies that the business model for video on demand beyond the film industry will have to compete for
advertising revenues

= — - -
Content % Interested in content o D conf;der paying

New movies just released in cinemas

Top movies only just released on DVD

Recent movies not yet out on DVD
TV comedy programmes

TV drama programmes
The survey reveals a massive increase in the usage of free video on demand services from 2008 to 2009. Usageof the
BBCiPlayer (regularly / occasional) is up from 13%to 46% 40D 16%to 28% ITV Player 12%to 25%and Sky Anytime from
11%to 14% With growth in consumption of this explosive nature it is no wonder that consumers are disinterested in

paying for content On-demand service | Total 2008 | Total 2009
BBC iPlayer
40D
ITV Player

Virgin Media
Sky Anytime
BT Vision
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Letters from ISPs alone will not be a sufficient —
deterrent in the piracy battle ——

The 2008 Digital Entertainment Survey asked respondents who admitted to unlawful filesharing whether they would stop
if they received a communication from their ISP In 2008 70% of respondents agreed that a communication would be
effective to stop them filesharing. The figure in 2009 is down to only 33%

This drop appears to be explained by the fact that respondents this year were asked to consider the possibility of a
communication containing no specific threat. Last year's figure of 70%can only be explained by an assumption by the
respondents that the communication was a prelude to further action. It is apparent that much more targeted action is
required if filesharers are to be persuadedto stop. The 2009 Digital Entertainment Survey suggeststhat if a graduated
response model is introduced (similar to the French model) where the ultimate sanction is the withdrawal of internet
access, this would be effective in 80%of cases

This finding comes at a crucial time as Government prepares to release its final Digital Britain report. Government is
considering whether to require ISPsto take targeted action to stop unlawful filesharing, or whether an obligation to
send letters will be sufficient . Our survey finding suggeststhat targeted action by ISPswill be necessaryif Government
is to achieve its target of reducing unlawful filesharing by 70-80%by July 2011
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Entertainment activity audit

Top 25 of 49

Question: Please tell us whether you
do any of these leisure activities?

m Regularly

Watch regular scheduled TV
Listento radio (not internet)
Login to SN sites

Read books / novels

Watch Sky/other subscription TV
Watch recorded TV

Read magazines

Chat on IM

Play online PC games

Play games using handheld device
Go to cinema

Listento radio (over Internet)
Watch TV progs over internet
Rent DVDs

Play online console games

Buy video games

Play games on mobile

Use free apps on phone/iphone
Use mobile to surf Internet
Listen to music streamed from SN's
Use internet chatrooms

Read other peoples’ blogs

Swap hard drives with friends
Listen to radio on mobile phone
Watch PPV movies via Sky/Other

3%

Occasionally mRarely ®No but plan to in next émth

No & no plan to ® Unfamiliar

667% 21%  ERR

8% 25% 298375 9% 3
y/SNS 18%  WmeB%  18% 4%
25% 576827 9% 3%

117% 18%4% 29% 4%

3 27% 7am3% 15% 3
34" 32% N2206mN3 7 77 Mo
21% 8% % 27% 5%
24%  IMG%EE4% 28% 5%
19% IEG%E4% 36% 5%

41% 2873 7 7

27% 227amms% 21% 6a

28% IN200%mm5%  23%  6E

207 2574 % 31% 4%
15% IB%N6% 41% 9%
26% 0 23% 2% 30% 5%
22% 247047 33% 5%
107% H0%E5% 23% 1%
16% I9NS% 42% 6%
19% a2 42% 9%
15% 874 7% 45% 8%
19% 26747 35% T%
16% IEIS%EN4% 45% 12%
16% IEZENN5% 47% 7%
167 I97NN4% 47% 6%
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This slide shows the activities done most
regularly by consumers

Unremarkably watching regular scheduled
TV and listening to radio top the list

More surprisingly the 39 most regular
leisure activity is logging in to social
network sites. There are just as many
people regularly doing this as reading
books. This clearly indicates the extent
to which older consumers & particularly
older females dre now using social
networks

Other digital entertainment activities
done regularly include Chatting on IM,
Playing online PC games and playing

gameson a handheld device

Base: Q3, All respondents (1,512)
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Entertainment activity audit

26 to 49

Question: Please tell us whether you
do any of these leisure activities?

mRegularly ™ Occasionally ®mRarely ®=No

Watch movies on Blu-ray

Subscribe to MMORPG online game

Write & publish content on web for friends

Stream full tv progs

Watch video content through game console
Stream full movies

Write own blog

Search for music on sites linking to unauth content
Burn copies of CDs for others

Read e-books d/l'd from Internet

D/l unauth. music using filesharing sites

Rent Blu-ray Discs

Fileshare movies/tv progs

Use paid for apps on phone/iphone

Watch tv on PC

Search for games on sites linking to unauth content

Search for movies/progs on sites linking to unauth...

Burn copies of DVDs for others

Buy auth. digital d/l version of movie
Watch PPV movies over Internet

Subscribe to paid monthly music d/l service
Watch pirate DVDs of movies

Listen to pirate copies of CDs

Watch mobisodes

Fileshare games

Watch webisodes on internet

Play pirate copies of games

but plan to in next émth

¥4 10% N99%m5%
¥4 10% IE29a83%

%ES%_

jﬂS%-
}Eﬂ)%“
jﬁ 11% I30eN2%

No & no plan to ® Unfamiliar

56%
24%
55%
21%
57%
57%
61%
23%
53%
47%
55%
60%
58%
63%
59%
57%
52%
62%
60%
62%
70%
59%
60%

61%

67%

62%

71%
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This slide showsthe rest of the activities
done regularly by consumers

Watching webisodes and mobisodes are
still very much in their infancy and are
some of the least regularly performed
activities . It is also worth noting the
incidence of people using paid for apps
on their iphone

Base: Q3, All respondents (1,512)
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Comparing extremes

Teenage males versus males 45 -54

mM15-19

Play online console games

Chat on IM

Play online PC games

Login to SN sites

Buy video games

Play games on mobile phone

Swap hard drives

Go to cinema

Watch video content through game console
Watch TV progs over internet
Subscribe to MMORPG online game
Play games using handheld device
Use free apps on phone / iphone
Use internet chatrooms

Stream full tv progs

Stream full movies
Listen to music streamed from SN's
Burn copies of DVDs for others
Watch recorded television

Read magazines

Watch Sky / other subscription tv
Listen to radio (not internet)
Read books / novels
Watch regular scheduled TV

M45-54
- A
» . e
- o 510 |
ory = .m
i
'l' i
v [O0 |
_r (U |
” ; ()U |
__ [O0 |
-
om
OM
_ F-
A
gy,
VR 33y,
SPrY
VR say
48%
s

% Regularly

% Pts difference

between the 2

groups
+43%
+38%
+35%
+33%
+23%
+21%
+18%
+17%
+17%
+17%
+15%
+15%
+15%
+13%
+13%
+12%
+11%
+10%
-10%
-13%
-15%
-18%
-25%
-27%
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This chart shows the extremes in
activity between younger and older
males

Younger males are obviously more into
digital activities . The greatest
differentiators between the two
demographic groups are playing online
console and pc games and chatting on

IM

Base: Q3, All regularly doing each activity
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