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Executive summary

Objective and scope

Over the last three decades, the international channels sector
has made the UK its home, using the freedom allowed by the
Country of Origin principle, and more than 750 channels are
licensed by Ofcom for broadcast outside the UK.

COBA wishes to evaluate the size of the non-UK channels
sector and its importance to the UK economy, as the
withdrawal of the UK from the EU means that, without a
suitable settlement, COO will no longer apply and the channels
that rely on it may need to seek alternative arrangements.

Methodology

Obtaining licensing in another Member State is likely to mean
moving all or some of operations, editorial and transmission.

To understand the business models used and channels’ cost
structures, a questionnaire covering which content, operational,
editorial and transmission costs are accounted for in the UK or
overseas was submitted to members of COBA

Source: Oliver & Ohlbaum analysis
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Tiering and calculation

We have been looking at three types of channels:

o UK channels that have an international feed, broadcast to
other territories with an advertising opt-out

o Multi-territory channels based in the UK (which broadcast to
the UK and other territories) - regardless of whether they
have an Ofcom licence

o Channels based in the UK for broadcast to another territory -
regardless of whether they have an Ofcom licence

Comparing the different cost structures has enabled us to divide
channels into five tiers, for which we have then come up with an
average cost by channel that has been used to determine the total
value of the international channels to the UK economy

Key findings

In 2011 it was estimated that the non-UK channel sector was
worth £679m, and it has grown significantly since then

We estimate that in 2017, the aggregated value in the UK of
international channels broadcasting outside the UK is £1.02bn,
having therefore grown by over 50% in five years
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The international channels contribution to the UK in 2017

In 2017, the value of international channels in the UK was estimated at £1.02bn

The international channels sector contribution to the UK, total value, 2017 vs 2011
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Source: COBA, Ofcom, Oliver & Ohlbaum analysis

2017

We have estimated that in 2017, the contribution
of the international channels sector in the UK
economy was £1.02bn

This number includes the spend on international
channels in the UK by the whole sector:

o COBA members
o COBA affiliate members

o Non-COBA members

As we couldn’t provide detailed spend for each of
the 761 linear channels licensed by Ofcom, we have
estimated part of this spend thanks to our tiering
approach (described in the methodology section)
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The international channels contribution to the UK: spend overview by category

The international channels spend in the UK can be broken down into several cost categories, one-offs and annual
costs. The key categories impacting on the contribution to the UK economy are content, transmission and overheads

Cost breakdown by category

2017* estimat C t
ONE-OFF COSTS 0 estimate omments

CAPITAL INVESTMENT £37m * Office move or refurb, equipment, leasehold improvement

ANNUAL COSTS

*Most recent financial year
Source: COBA members, Oliver & Ohlbaum analysis
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Methodology — Data collection sample & tiering to total sector size

Because we weren’t able to look at every single channel in detail, we have focused on COBA members’ channel, and
categorised all channels in a relevant tier according to their likely cost structure

Collection of data and tiering application
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Disclaimer

This Report has been produced by Oliver &
Ohlbaum Associates Limited (“O&0”) for COBA
(“the User”) in connection with an
independent assessment of the value of
international channels in the UK (“the
Project”).

This Report is confidential to and for the sole
benefit of the User. In its final form this Report
may be relied upon by the User only in
connection with the Project and on the terms
set out in O&Q’s letter of engagement of the
23t November 2017.

Neither the whole nor any part of this Report
may be distributed, reproduced, disclosed to,
used or relied upon by any other person or
used for any other purpose without the prior
written consent of O&O.

It is agreed that the User may show this Report
to their professional advisors and potential
providers of finance involved with the Project,
although these parties may not place any
reliance on this information.

While the information provided herein is
believed to be accurate, 0&0O makes no
representation or warranty, express or
implied, as to the accuracy or completeness of
such information. The information contained
herein was prepared expressly for use herein
and is based on certain assumptions and
information available at the time this Report
was prepared.

There is no representation , warranty or other
assurance that any of the projections or
estimates will be realised, and nothing
contained within this Report is or should be
relied upon as a promise or representation as
to the future. In furnishing this Report, 0&0O
reserves the right to amend or replace the
Report at any time and undertakes no
obligation to provide the Users with access to
any additional information.

0&OQ’s principal task has been to collect,
analyse and present data on companies,
markets and competitors. 0&O has not been
asked to verify the accuracy of the information
it has received from the Users or their
advisors, any company or any other third party
in this project.
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Although O&O has been asked to express its
opinion on the market and business prospects,
it has never been the Users’ intention that
0&O should be held legally liable for its
judgments in this regard. The structure of
0&O0's professional fees in conducting this
work was based on the assumption that 0&0
is not legally liable for the accuracy of the
information it has received or the judgments it
has made and on the assumption that the
Users will form their own views as to these
matters. O&O shall not be liable for any loss or
damage arising out of our work on the Project
except to the extent caused by our willful
misconduct or gross negligence.

In this notice the terms “O&0" and “Oliver &
Ohlbaum Associates Limited" include its
directors, employees and agents

This presentation was intended to be used as
support material for discussion and may not be
meaningful to anyone not present at that
meeting
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