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TO: Board of Directors
MEETING: November 26, 2013 (90 minutes)
FROM: Steven Guiton, Vice-President Technology
and Chief Regulatory Officer
PURPOSE: « This discussion document provides an expansive review
of the industry in which we operate
« It is intended to solicit background material for a
discussion of Beyond 2015, CBC/Radio-Canada’s long-
term planning process
DATE: As of November 14, 2013

“3£32°: MEDIR
Eul 0T SENVIRNMENT

A0057388_1-000192



Presented to the Board of Directors

November 26, 2013

0000000000000000



Introduction

‘mroducton R, S 844222201

e CBC/Radio-Canada is updating its long-term
strategic plan

e This presentation provides Board members with:

— A high-level overview of how the Canadian broadcasting
industry operates

— CBC/Radio-Canada’s role within it, and

— Some of the key challenges we and the industry face
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What Is the Purpose of Public Policy in Broadcasting?

Government intervention underlies virtually all

broadcasting policies and is typically based on one of three
assumptions:

1. The economics of distribution are challenging in a country the
size of Canada (e.g. off-air coverage, universal broadband)

2. The economics of original content creation in Canada are
challenging in comparison to acquiring content from a larger
market (e.g. US vs. Canadian, National vs. Local)

3. Broadcasting is an effective way to inform and enlighten society
and high quality content would be underrepresented (e.g.
public affairs, drama/comedy, kids, performing arts)
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The High Importance Placed Upon Broacastlng S
Clearly Evident in the Broadcasting Act

e The Broadcasting Act was passed into law in 1991 and is still
in force today

e The Actexplicitly states that broadcasting “provides, through
its programming, a public service essential to the
maintenance and enhancement of national identity and
cultural sovereignty.” (Paragraph 3.(1)(b))

e Given that important role, broadcasting in Canada should “serve
to safeguard, enrich and strengthen the cultural, political,
social and economic fabric of Canada.” (Paragraph

3.(1)(d)(D))

e All broadcasting activities are covered under the Act
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The Act Establishes Two Primary Pe
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Tool #1: Public Broadcasting

e Countries all around the world have created public broadcasters

¥ ¥ - -

to promote public policy
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CBC/Radio-Canada’s Mandate in the Actis Very Broad

3. (1) (I) the Canadian Broadcasting Corporation, as the
national public broadcaster, should provide radio and
television services incorporating a wide range of
programming that informs, enlightens and entertains;

(m) the programming provided by the Corporation should

(i) be predominantly and distinctively Canadian,

(ii) reflect Canada and its regions to national and regional
audiences, while serving the special needs of those
regions,

(iii) actively contribute to the flow and exchange of cultural
expression,
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CBC/Radio-Canada’s Mandate in the Actis Very Broad

(iv) be in English and in French, reflecting the different needs
and circumstances of each official language community,
including the particular needs and circumstances of English and
French linguistic minorities,

(v) strive to be of equivalent quality in English and in French,

(vi) contribute to shared national consciousness and
identity,

(vii) be made available throughout Canada by the most
appropriate and efficient means and as resources become
available for the purpose, and

(viii) reflect the multicultural and multiracial nature of
Canada;
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' “Public Policy Framework

CBC/Radio-Canada Relies on Public Fun ng

' 4
P

CBC/Radio-Canada’s Revenue and Sources of Funds
($1,800.9 Million)

_ Financing and
Spec-lalty other income,
services 8.0%

revenue, 9.5%

Advertising
revenue,
18.4%

"iﬁ i‘fﬁME[ﬁﬁA Source: CBC/Radio-Canada Annual Report 2012-2013
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... as do the Privates b

Category Type of Public Support Value to Private Broadcasters
Market Entry

 eRTC Lfcensmg  Policies
Advertising Rules .
Revenu.f.' Sec. 19.1 of the Ifc‘ome Tax Act $91 - 130 miflion™
Protectfons ...............................................................................................................
| Simultaneous Substitution j $182 - 204 millionV
Exﬂendi ture Production Tax Credits il
Relief $520 million™

Canada Media Fund (CMF) $180 million®

Local Program g
Improvement Fund (LPIF) $65 milliorn>

TOTAL $1.0 - $1.1 billion

Source: (1) Nordicity 2011 estimates; (2) CMF Performance Envelopes 2011-12; and (3) CRTC 2011-12 (Note: LPIF is discontinued as of August 31, 2014)
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Tool #2: Regulation

e Apart from direct investment, regulation is another method to enact policy

e Other countries also have regulatory bodies that manage the contribution of
the private sector and enforce the public interest

e Regulation can take the form of a regulatory bargain, where the private
sector is provided value (e.g. radio spectrum, genre protection, guaranteed
carriage) and must fulfil obligations in return

e In the absence of a regulatory bargain, regulation can be used to enforce
behaviour deemed to be in the public interest (e.g. competition, prices,
high standards)
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The CRTC’ s Role and Authority

e The CRTC is an independent government agency that supervises all
aspects of Canadian broadcasting, including CBC/Radio-Canada

e Promoting access to Canadian content is one of the key
underlying principles of the CRTC' s objectives

e The CRTC’ s powers and jurisdiction are set out in the
Broadcasting Act, and the CRTC is guided by the policy objectives
set out in it

e The CRTC is required to regulate the broadcasting system in a
flexible manner that, among other things, recognizes our two
official languages, takes into account regional concerns, and is
adaptable to technological developments
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A Changing Regulatory Environment

e The regulatory environment has evolved considerably over the past
few decades

e The current environment can be characterized as follows:

1) Regulatory intervention is becoming increasingly selective

2) Going forward, CRTC will be required to play a greater role in
adjudicating disputes between broadcasters and TV distributors

3) New platforms are emerging and further fragmenting audiences

4) The CRTC has exempted from regulation undertakings that provide
broadcasting services delivered and accessed over the internet

5) Conventional TV has been at the centre of broadcasting policy, but it is
under financial distress
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Important Public Policy Tool

e The CMF has been around in
various forms since 1998 CIV":- FMGC

. . CMF Performance Envelope
e CBC/Radio-Canada indirectly Funding Allocations

benefits from approximately $90 2013-14
million in CMF allocations annually

— Our share is tied closely to our
audience performance Other

Broadcasters
65%

CBC @) Radio-Canada

e The CMF is essential to delivering
our prime time schedules
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Broadcasting Policy Is Ripe for a Rethink

'So it’s time to ask: do the assumptions
that lie beneath our current regulatory
policies still hold true?”

Jean-Pierre Blais, Chair, CRTC,
June 12, 2013

"We should have a pick-and-pay mode/
when it comes to television channels.”

James Moore, Industry Minister,
October 13, 2013
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The Big Picture: Public Policy is WeavedThroughout =
the Canadian Broadcasting Industry

Vel T
. . Indepéndent —
tional Community Broadcasters Distributors
Y Producers -
Radio Television Television Radio Radio Television Cable Satellite
. All Must Contribute
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Key Takeaways

e A vital broadcasting system is deemed essential for the
well being of our culture, society, economy and democracy

e Like other countries, the Government utilizes two key tools to
fulfill its objectives: public broadcasting (CBC/Radio-Canada)
and regulation of the private sector (CRTC)

e Both CBC/Radio-Canada and the private sector are expected to
contribute to the fulfillment of the Act

 The digital age is challenging current regulatory tools
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CBC/Radio-Canada Reaches Canadians in Many Ways
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CBC/Radio-Canada Contributes Positively to the
Industry and the Canadian Economy

o CBC/Radio-Canada has a substantial positive impact
DeIOItte on the economy — well above its spending power

Among the measureable benefits identified were:

— For every dollar we receive from Canadians, we generate almost
$4.00 for the Canadian economy

— Its regional and local activities contribute to local economies and
creative clusters in many Canadian cities

— It creates depth in the production sector by commissioning a wide range
of genres

— Commissions led to $1.12 billion in independent production in 2010.
It helps improve competitiveness and provide opportunities for exports
in the independent production sector

— It implements new technologies which are later adopted by other
broadcasters and the wider creative sector

“SERCEMEDIR Source: Deloitte (2011) The Economic Impact of CBC/Radio-Canada
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CBC/Radio-Canada Has Been Doing More with Less

CBC/Radio-Canada’s Parliamentary Appropriation
Indexed to Growth of the Consumer Price Index (CPI)
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CBC/Radio-Canada’s Funding Is Among the Lowest
in the World

Per Capita Public Funding for Public Broadcasters

Norway | 180

Switzerland | 164
Germany |
Sweden |

Denmark

Finland
Public Funding in the U.K. is 3 Times
as Much as CBC/Radio-Canada

UK.
Austria ..
France 68
Belgium 68
Spain® 68
Japan 67
Australia 53

Irefand | 53

ltaly |

Canada

New Zealand |

38
33
21

Average = 82

R ——
=]
~J

United States | 3

0 20 40 60 80 100 120 140 160 180 200

CS perinhabitant

Source: Nordicity, “Analysis of Government Support for Public Broadcasting and Other Culture in Canada” (October 2013)

“CERETMEDIR * Figures for Spain include an estimate for the public broadcasters of the autonomous regions
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Like Most Public Broadcasters, CBCIRadio-Cawda
Relies on Advertising

Advertising and sponsorship revenues by individual public broadcaster, 2011
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SuU0TPENVIRENMENT  Source: Nordicity, “Analysis of Government Support for Public Broadcasting and Other Culture in Canada” (October 2013) 25
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We Reach Virtually All Canadians. TV Is $ the Most
Common Means. Radio and Online Are Significant

Unduplicated Monthly Reach
Francophones & Anglophones

'Francophones
93%

& Anglophones

76%

All Serviges Television Services* Radio Services”

* Television Services include: CBC TV, CBC News Network, documentary, ICl Radio-Canada Téle, RDI, ARTV & Explora

A Radio Services include: CBC Radio One, CBC Radio 2, ICI Premiére & Espace musique

+Web Serbices: CBC.ca, music.cbc.ca, Radio-Canada.ca, Espace.mu & Tou.tv

Source: Mission Metrics Survey 2012-2013, TNS Canadian Facts (n = 4,800 Canadians 18+ - 2,400 Anglophones & 2,400 Francophones).
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Key Takeaways

e CBC/Radio-Canada has a broad mandate and modest
funding by many measures

e CBC/Radio-Canada has well over 100 stations (88 radio,
and 27 TV) and an expansive offering of services on
new platforms

e CBC/Radio-Canada serves Canadians in regions across
Canada

e (CBC/Radio-Canada contributes positively to support the
industry and the economy

e TV is still the way we reach most Canadians
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A Generation Ago, CBC/Radio-Canada Was a Glant in
the Broadcasting Industry

CBC/Radio-Canada’s financial resources were comparable
to entire industry sectors, like TV, radio and cable

Total Revenues by Sector in 1990

CBC/Radio-Canada* Cable TV Total Ganadian TV~ Total Canadian Radio
Advertising” Advertising

Source: CBC/Radio-Canada Annual Report
* Total revenues and funding
M Net of CBC/Radio-Canada'’s TV advertising
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Today, CBC Is Half the Size of its
Radio-Canada Continues To Be the largest in its Market.

English TV Industry Revenue French TV Industry Revenue

In $ Millions In $ Millions
Bell* 1,988 Radio-Canada | 638
Shaw** 1,543 Bell* 413
CBC 898 Quebecor 394

Rogers 728 Remstar 73

Source: CRTC 2012
* Bell includes all Astral revenues in 2012 ** Shaw includes all Corus revenues in 2012
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In Radio Broadcasting, Radio-Canada is th'Largest
CBC Is a Strong Third

English Radio Industry Revenue French Radio Industry Revenue
In $ Millions In $ Millions

Bell* |
383 135

Bl |109

Radio-Canada |

Rogers 225

191

Corus 182

Newcap 117

Source: CRTC 2012
“SERas * Bell includes all Astral radio revenues for 2012
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However, Broadcasters Have Largely
Much Larger TV Distributors

TV Distribution TV Broadcasting Radio
AN AN A
T N v A
- Other TV Distributors Other TV Broadcasters

60 %

50 %

40 %

30 %
Bel | Media
0% BB e
10% ROGERS
MEDIA
0%
0% 20% 40% 60 % 80 % 100 %

- — Source: CRTC 2012
hﬂi?ﬁlﬂﬂfﬁﬂhlﬂﬂ' Bell includes all Astral Revenues for 2012, 32
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Telecommunication Industry Revenues Media Industry Revenues

$14 B*
(@)
8 L
2 =
3 8
ﬁ o
7 3 |8
|
g o
0% 10% 20% 30 % 40% 50% 60 % 70% 80% 90 % 100%
Source: CRTC 2012 and Company Reports
33
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The Internet Opens Up Our Border to New, Bklger

Competitors

Market Capitalization of Select Companies,

Foreign and ic (in Billions)

$400
$300
$200
$100

$_

$339

$143 $132

$34

Apple Google Verizon Facebook BCE

Source: Marketwatch.com, October 21, 2013
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... Many of Whom Are Trying to Change the Business

iTunes Radio
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Key Takeaways

e A generation ago, CBC/Radio-Canada was a giant in the
broadcasting industry

e Today, Radio-Canada still has the most financial resources
for TV and radio broadcasting in the French market.
CBC TV is the third largest in the English market

e However, private broadcasting assets are largely integrated
into companies in the much larger distribution/
telecommunication industries

e In addition, the internet has opened Canada’s borders to
global competitors (and potential partners)
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There Are Three Principle Sources of Revenues in the
Broadcasting Industry

Helping advertisers reach

1. Advertising J i

Helping consumers fulfill

2. Subscription l their demands

3. Public FundingJ HeIPing achieve public
policy goals
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Massive Shifts in Revenues Have Reshaped the Industry

Canadian Broadcasting Industry Revenues

e A generation ago,
subscriptions were

$9.0

small. Now they are susscrptions /.
the driving revenue |
source in the industry /
 Advertising has been - /
growing, but recent 5
years has experienced S o (TVand Raclo
instability
e Public funding has 20
been relatively flat in
comparison

4 ' i 4 4 4 i T N N N NN

Sources: Statistics Canada, CRTC and CBC/Radio-Canada Research and Analysis estimates
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Parliamentary Appropriations Make Up a Slglflcant
Part of Federal Public Funding on Broadcasting

Canadian Broadcasting Industry Revenues:
Public Funding

$8.0 -
e CBC/Radio-Canada’s §70 -
parliamentary
- - . $6.
appropriation is about "
the same as it was 20 550 -
years ago in nominal -
© 540
do"ars E Public Funding on Broadcasting
$3.0 and Culture
$2.0
$1.0
L e s

e
Qo — 4 0 9T 0 O -~ 0 O O N O 9 0 O M~ O @ O «—
o @ 9 & o @ o o o ;o 0 Qo o Q0 o Q0 o 9o O Qo - —
o o9 09 090 0% ® 000000000000
St R Y o B ST S o Y o B S B o A o Y S N S B S A

Sources: Statistics Canada, Nordicity and CBC/Radio-Canada Annual Reports
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CBC/Radio-Canada Trails Other Public Priorities

Federal government expenditures and economic support of culture, 1991 = 100

ytal federal

210

200

180

170

100

1991

S 1 T -

130 +------

120

11D Ferernvneglos semeg

100

8O

70

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Fiscal/Broadcasting year endingin
Source: Nordicity calculations based on data from Statistics Canada, CANSIM, matrix 325-0002; Public Accounts for Canada; CRTC; Donner and Lazar; and CBC|Radio-Canada.
(1) Indirect benefits to private broadcasters (HIGH scenario) are the sums of estimates for simultaneous substitution and section 19.1.
(2) Other culture includes all federal government expenditures on culture and broadcasting, excluding payments to CBC|Radio-Canada.
(3) Indirect benefits to private broadcasters (LOW scenario) are the sums of estimates for simultaneous substitution and section 19.1.
“MEDIR (4) Total federal government spending includes all spending except for national defence and debt payments.
< ENVIR“NMENT  (5) CBC|Radio-Canada includes annual parliamentary appropriation and estimate of indirect benefit of section 19.1. 41
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Broadcast Advertising Has Been Struggling Since the

Recession in 2008

e Specialty TV advertising

is the fastest growing
broadcast category

e Conventional TV
advertising has not fully
recovered since the
recession

e Radio advertising
continues to grow slowly

Source: Statistics Canada, CRTC

“3624°* MEDIA

L CENVIR NMENT

Canadian Broadcasting Industry Revenues: Advertising

$8.0 1

Billions
o

$3.0 4
Conventional TV

520

42
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The Level of Internet Advertising RevenuHéé
Surpassed Radio and Is Approaching TV

] Canadian Industry Revenues:
e All sorts of non-media Broadcast and Internet Advertising

time spent on the Internet,
like communication

(e.g. facebook) and
research time (e.g. Google)
can be measured and
sold to advertisers

Billions

Sources: Statistics Canada and Internet Advertising Bureau
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Software Companies

Internet Advertising Revenue by Category

Mobile, 5%
Video,3% | 0

Classifieds
(e.q. Cralgsllst),
19%

Display
(e.q.

Facebook),
30%

Sources: Internet Advertising Bureau (September 2013)
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Consumers Demand More Choice and Convenience and
They Have Been Paying for It

% 4

. Canadian Broadcasting Industry Revenues:
Traditional TV Subscriptions

subscriptions (e.g. cable
TV) still capture the lion's
share of dollars, but growth TV Subscriptions
slowed recently for the first
time ever

Netflix has quickly emerged = ...
on the scene, but is smaller
than perceived

Canadians can also subscribe cgo |
to audio services via satellite . =
radio F3iEiEE3EdsE88E8888z235 3

Sources: Statistics Canada, PwC (Satellite Radio) and CBC Research and Analysis
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TV Distribution Price Increases Far Outstrip Cost of
Living Price Increases

Consumer Price Index

280

260

240

220

200 f

180

(CPI)

160

140

120

100

Inflation Rate as Measured by the Consumer Price Index
(1992 = index of 100)

TV Subscriptions*,””

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

* Category includes Cable, DTH and other TV subscription services
Source: Statistics Canada (Table 326-0021)
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Pressure Is Building on the TV Subscription
Business Model

Residential TV i )
Subscribers TV subscribers have slowed since

2010, but now they are showing their
first signs of decline. Competition
from free/low cost online TV is

2008 2009 2010 2011 2012 2013 Suspected to be the reason.

+ 0 6% TV subscription revenue was
. virtually flat for the first time
TV subscriber ever, due to a combination of
;%‘;‘;”"e growth subscriber slow-down and increased
vs 2011

competition from telcos (e.g. Bell Fibe
TV, Telus Optik TV)

Source: MediaSTATS (subs), CRTC (sub revenue)
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Conventional TV Is the Least Profitable Broadcasting

Sector

Profit Margin of Select Industries (2012)

19.9

Specialty TV

15.6

Private Radio

Private
Conventional TV 0.7
5.0 10.0 15.0 20.0 25.0

PBIT Margin (%)

“pen s MEDIA Sources: Statscan and CRTC TV, Radio and BDU summaries 2012
g0 -?..%imwaf-_;ﬂmm * Based on Third Quarter 2012 (Statscan Quarterly Financial Statistics for Enterprises Cat. no. 61-0008-x)
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... dome Conventional TV Broadcasters Have Held Up
Better than Others

Profit Margin (PBIT %) of Major Private Conventional
Television Ownership Groups 2008-2012

30
CTVICTV2 Global City V

‘08 '09 10 "1 12 ‘08 '09 10 "1 12 ‘08 '09 10 "1 12 ‘08 '09 10 11 12 ‘08 '09 10 11 12

20 -
10

0 .

Profit Margin %

-10

-20

-30

-40

*;’?g%’;m Source: CRTC, Aggregate Returns
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Key Takeaways

e A generation ago, advertising was the largest source of
revenue in the broadcasting industry and public funding
was significant

e Today, subscription revenue is by far the largest
source but pressure on the model has emerged

e As time spent on the Internet grows, advertisers are
allocating spending on-line and software companies
dominate

e Conventional TV’s business model is under pressure

e Public broadcasting trails other public priorities
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Research Shows that Television Is by Fa;; e Most
Used Media " 4

Time Spent Weekly per Capita Hours

2012-2013
TV 27.7
Internet 80
fodio e
Newspapers it

Magazines | 0.4

Sources: BBM Analytics, RTS (Fall/Spring), Canada, 18+ [Internet, Newspapers, Magazine]; BBM, Broadcast Year, Canada, 2+ [Television]; BBM, Fall diary,
Canada, 12+ & BBM PPM Canadian 2+ [Radio]
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Without Including Online TV

TV Viewing Per Capita, 1988 to 2013,
All Persons 2+, Hours/Week

30 |
20

|
|
|
I
|
I
I
.
I
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1
I
I
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I
I
I
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I
|
h
15|
I
|
[
I
|
I
I

1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: CBC/Radio-Canada Research and Analysis (BBM Nielsen, BBM)
Note: The lines indicate methodological changes
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Share of Viewing to English TV
Total Canada, Prime Time (7pm-11pm)

%0
GAME SHOW NETWORK: QOTHER U.5. SPEC/PAY SERVICES
SPEEDVISION LS. CONVENTIONAL STATIONS

CBC Television (0&0s + Affiliales)

GOLF CHANNEL
CNB

TLC
SPIKETV

Ak
HEADLINE NEWS:
CHN-

OTHER DIGITAL CHANNELS

SUNTV NEWS

OTHER CANADIAN SPEC/PAY
SERVICES

TMN ENCORE/ENCORE AVENUE:

GLOBAL

TMN/MOVIE GENTRAL/HBO CANADA
JISCOVERY + DISCOVERYWoRLD__ 9N

CTV TWO

Share of Viewing to Quebec Franco

Total TV, Prime Time (7pm-11pm)
%

STATIONS AMERICAINES

CH.
SPECIALISEES/PAYANTES/NU
MERIQUES CAN. ANG.

STATIONS CONV.
CANADIENNES ANGLAISES
AUTRES CHAIMNES
FRANCAISES®

FOODNETWORK
HETV- METEO MEDIA
SLICE ey MUSIMAX
WHNETWORK HISTORY o ENTONAL MUSIQUE PLUS
SHOWCASE DOCUMENTARY
BRAVO RDS INFO2:
CBC NEWS NETWORK
VEDK CTV NEWS CHANNEL
SPACE- CcP24
TVTROPOLIS o SPORTSRE WEATHER
SPORTSNET 360 TSNTSN2 EXPLORA
COMEDY—",
El UCHMOREMUS KC! TREEHOUSE TV FAMLY ol
omT TV MUCHMUSIC
*Includes TFO and other Cable French Stations
anenaanpy Source: CBC/Radio-Canada Research and Analysis (BBM - PPM, 2+, Broadcast Year 2012-2013)
o0V NMENT

A0057388_55-000246



But Ownership of TV Services Is Concentrated

Share of Viewing to English TV Share of Viewing to Quebec Franco
Total Canada, Prime Time (7pm-11pm) Total TV, Prime Time (7pm-11pm)
% %

US Conventionals,
6%

US Specialties, 8%

English stations, 7%

Other French
stations, 3%

M

Other English
Stations, 8%

Shaw, 28%

Bell, 28%

Quebecor, 28%

Rogers, 10%

Bell, 32%

Shaw, 3%

' CBCISRC,22%

Note: In June 2013, the CRTC approved the acquisition of Astral by Bell Media.

Bell includes viewing to Astral stations.

Shaw includes viewing to Corus stations
“BERA“EMEDIA . o ; _ .
;a&%%‘smwmee:»ﬂmm Source: CBC/Radio-Canada Research and Analysis (BBM — PPM, 2+, Broadcast Year 2012-2013) 55
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Most Canadians Watch TV to be Entertained

Distribution Of Viewing Hours To Television by Genre

2012-13
Anglophones Francophones
News

Public Affairs

Drama/Comedy

Entertainment -
= 67%

_ Entertainment
= 64%

Factual ET

4% . Music/Variety
""" Other

Note: There are many popular public affair shows on french television e.g. Découverte, Denis Lévesque Enquéte, J.E., La Facture,
La semaine verte, Salut Bonjour, L'Epicerie, etc.

The “other” category relates mainly to Kids programming.

“EERC“EMEDIA
a.,E%%.;mmeeeﬂmm Source: CBC/Radio-Canada Research and Strategic Analysis, Canada minus Qc Franco & Qc Franco 2+, Viewing to Total TV (BBM - PPM (BBM) 56
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. 4
. 4

English Canadians Prefer Foreign Entertainment Content

G
S
G

Distribution Of Viewing by Country of Origin
Canada minus Qc Franco, 2+

2012-13
News/Public Affairs Entertainment Sports
3 Foreign
@ Canadian

%2 3 MEDIA Source: CBC/Radio-Canada Research and Strategic Analysis, Canada minus Qc Franco 2+, Viewing to Total TV (BBM - PPM (BBM)
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Which Is Unique in the World

English Canada is the only country in
the world where the top 10 programs

Belarus is an Exception...
They love Russian programming

S =
FxBelar -
’ 4

English
Canada

S
=2

Source: Eurodata, One TV Year In The World, 2012 Issue 58
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... and Runs Deep

Number of Domestic Programs in the Top 100 Programs Viewed by Country
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Conversely, French Canadians Overwhelmlngly Prefer
Their Own Programs

Number of Domestic Programs in the Top 100 Programs Viewed by Country

100 100
P wm g g
| ! 88 88 88
§ i (1 83
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However, Francophones also Watch a Sigr

4
iy

Amount of Foreign Entertainment

Y o

rﬁcant

Distribution Of Viewing by Country of Origin
Qc Franco 2+

2012-13
News/Public Affairs Entertainment Sports
O Foreign
@ Canadian

Source: CBC/Radio-Canada Research and Strategic Analysis, Québec Franco 2+, Viewing to Total TV (BBM - PPM)
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ing Is Concentrated

iew
the Evening — Between 7 pm and 11 pm

TV Vi

Prime Time Still Matters

ions

Stat

Monday to Sunday, All Persons 2+

ision

Curve of All Telev

iewing

Hourly V

16000

o o o
o o o
o o o
o e0) <
—

aoualpny a1nul abeliaay

WVSP:S -0€:S
WWVST:S -00:S
WYSk¥ -0E
WYST:+ -00%
WYSk £ -0€E
WVST:€ -00:€
WVSE:¢ -0E:¢
WYST:Z -00:¢
WYSP T -0£°T
WYST:T -00'T
WVSP:CT - 0E:¢T
WVST:CT - 00:€T
WdSP:TT -0€:TT
WdST-TT -00:TT
WdSH:0T - 0€:0T
WdST:0T -00:0T
WdSP:6 -0£°6
WdST:6 -00°6
WdS¥:8 - 0€:8
WdST:8 -00:8
WdSy:L -0€:L
WdST:Z -00:L
WdS¥:9 - 0€:9
WdST:9 -00:9
WdSH:S - 0E:5
WdST'S -00°5
WdSt:b - 0EF
WdST:# - 00'%
WdSH€ - 0€:€
WdST:€ -00:€
WdS¥:Z - 0E:¢
WdST:Z -00:¢
WdSHT -0£°1
WdST:T -00:T
WdSE:CT -0€:CT

WdST T -NOONZCT

WVSETT -0€° 1T
WVST:TT -00°1T
WVSE:0T - 0€:0T
WVST:0T - 00-0T
WYSP:6 -0£:6
WVST:6 -00:6
WVSH:8 -0€:8
WVST:8-00:8
WYSk L -0,
WVST:Z-00L
WVSH:9 -0£:9
WVST:9-00:9

62
A0057388_63-000254

Source: CBC/Radio-Canada, Research and Analysis, BBM — PPM, 2+, Broadcast Year 2012-2013
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Some Canadians Are Moving from Channels to
Non-linear

Penetration or Reach of Select Non-Linear Video Technologies

PVR Cable VOD All Internet TV Netflix Tou.tv

42% 11% 8% 25% 30%

Source: MTM (Spring 2013), Canadians 18+ accept Netflix and Tou.tv which are Anglophones and Francophones, respectively
Notes: Penetration (PVR, Netflix), Past Month reach (VOD, Internet TV, Tou.tv)
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We Can See the Shift Happening: About_
Viewing Is Now Non-linear

- Limited Channel Choices \ {/ o  Non-Linear Choices

0/0 of all TV viewing is 0/0 of all TV viewing is 0/0 of all TV viewing is
directly from off-air TV from a multichannel playback from a
transmitters.* TV platform, playback device (e.g.

principally cable or PVR, VCR)*
satellite TV.*

the Internet, including
Netflix?

50/0 of TV viewing is from

Source: CBC/Radio-Canada estimates (BBM, MTM)
* BBM: All Persons 18+, Total Canada, Total TV, 24/7, March and April 2013
A MTM: All Persons 18+, Total Canada, Spring 2013, Total Time Spent viewing TV on the Internet, including Netflix
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Netflix Has Clearly Demonstrated Consur@er Demand

for Non-linear, and Multi-screen TV

One-quarter of Anglophone Canadians have adopted
Netflix in less than three years, and they spend an
average of 6 hours a week viewing it

“SARED Source: MTM (Spring 2013)
0 evvimenment

65
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... and the Demand for Binge Viewing of BackCatalogues
of TV Series

Netflix has multiple seasons of TV shows and releases
new seasons of its original content in their entirety
(ie. all episodes released at the same time)

ANETFLIX ORIGINAL

Bl
e E

FROM THE CREATOR OF mms

%%%%%%%
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Broadcasters and Distributors Are Also rylng to Meet
these New Consumer Demands

MOVIE NETWORK

AR A% #Sk

fuliPeb mwm NMENT 67
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Our Television Services Have Contmued to Perform
Strongly

Performance of Our English and French Television Networks in Prime Time
Share (%)

18.6

142002-2003
2012-2013

74 7.5

| 0.03 0.06 0.2
it Aﬁg;i 61 RADIC-CANADD 458 TE 1c1 48 RO ic1 i arty o1 ) exviora
Note: * CBC TV's share was lower than expected in 2012-2013 due to the NHL lock-out (e.g. Regular season for 2012-2013 = CBC TV's share = 6.8% vs Target = 8.1%)
" Explora was launched March 28, 2012.
Source: BBM Canada, Canada 2+ (Total Canada/Québec Franco)
s &&gﬁ%
0N wenT °°
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In

Usage

AM/FM Radio Listening Per Capita, 2000 to 2012,
All Persons 2+, Hours/Week

T
S
a
@
(@)
o
£
=
o
I 10 -
5
0 - : : : . : _ _ _ _ _
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Source: BBM (Fall Diary)
* This chart should be used to only to illustrate the longitudinal trend of radio use, since BBM's diary is consumer recall research.
It significantly overestimates radio use as measure electronically and passively by BBM's PPM.
£“EMEDIA
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... Principally Because Music Listening Is Moving Away
from Radio ...

Time Spent Listening to AM/FM Radio by Format, 2003-2012
Weekly Per Capita Listening Hours, All Day, All Persons 12+

16 -

| Music Stations
14 - R

12 """ e - 12/03
: . -239%

10 -

News/Talk Stations

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: BBM (Fall Diary)
* This chart should be used to only to illustrate the longitudinal trend of radio use, since BBM's diary is consumer recall research.
It significantly overestimates radio use as measure electronically and passively by BBM's PPM.
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.

... Particularly by Younger Canadians

Average Weekly Per Capita Hours Tuned by Age Group

Monday to Sunday, 5amto 1am
Total Canada 12 +

228
224 223 220 221

214
212 213 20.8 20.8
218 / j } 203 202

206 Adults 50+

0. L " B 2'0‘6 } ~10%
205 20.1 _ L _ \ 202 19.9 / o
. x : . _ Adults 35-49

-16%

Adults 25-34
-28%

Adults 18-24
-38%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: BBM (Fall Diary)
* This chart should be used to only to illustrate the longitudinal trend of radio use, since BBM's diary is consumer recall research.
It significantly overestimates radio use as measure electronically and passively by BBM's PPM.
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The Diversity of Choices for Music Consumers — Both
Legal and lllegal - Is Enormous

internet radio

qu PANDORA

e
on the state of the music e
streaming business iTunes Radio

@ .. . BdMmusiC

Grooveshark /N

b ¢ g
e 2810 1 |

il 8 gk
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e

While Tuning to Conventional Radio Has;_ﬁgeclined, '
Audiences to Our Services Are at Record Highs

Performance of Our English and French Radio Networks

15.4

CBC
Radio 2

CBC
Radio One

2000 2012

Share (%)

19.9

Espace
musique

Premiére
Chaine

2000 2012

Source: CBC/Radio-Canada Research and Analysis,BBM Canada (Diary — Fall 2000 & 2012)
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French Canadians Use Traditional Medf' a More than
English Canadians

Time Spent with TV, Radio and the Internet in Canada by Language
Weekly Per Capita Listening Hours

35 - ¥ Anglophones
| +5hrs ' | Francophones

[\ W
wu o

[
o

+1hr

-8hrs

Per Capita Hours per Week

Radio Internet

Source: TV (BBM, BY 2012/13); Radio (BBM Fall 2012 Diary), Internet (MTM, Spring 2013)
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... and Tend to Adopt Technology at a Slo

-
&'Z

Penetration (%) of Select Technologies in Canada by Language
Persons 18+

90 - # Anglophones
80 -7 points ' Francophones

Percent (%)

0.. ....................

Broadband Game Console Smartphones Tablets Internet on TV*

Source: MTM, Spring 2013
* Accessed the Interneton a TV set in the past month
“EERC“EMEDIA
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Time Spent on the Internet

Share of Time Spent on the Internet by Activity

Canadians 18+

Other
activities

52%

“SEHC°EMEDIA Source: MTM, Spring 2013
Sul UV PENVIRSNMENT 7
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The Speed of Adoption of Mobile Devices to Access the
Internet Is Astonishing

Consumers adopted smartphone and tablets rapidly

Penetration of Smartphones and Tablets in Canada, Canadians 18+

60 ﬁ

40

30 .

20

e

2007 2008 2009 2010 2011 2012 2013e

Source: MTM
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It Is Estimated that Smartphones and Tablets Have
Doubled the Time Americans Spend Online

Total Internet Usage in the US by Platform in Minutes (Billions)

1000

Tablet 890B +97%
900
800 115 n/a
700
Smartphone 600 308 +389%
500 451B
400 63 ;
Pe 300 z +20%
200 e i 467 C
100 %
0] — SIS
Feb '10 Feb '13

Source: comScore, “Screen Jumping®, Summer 2013
* Canadian figures not available from comScore. However, nearly 40% of CBC.ca's traffic is now from a smartphone or tablet.
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CBC.ca: Leader in News and Information online

Average Monthly Unique Visitors to News and Information Web Sites
Total Canada 2+, All Locations
September 2012 to August 13 (000's)

@ | cbe.ca

THEWEATHERNETWORK.COM — , . . — | 5,864

YAHOO!INEWS | 5,659

CTV.CA | 4,204

CANOE.CA | 3,997

GLOBEANDMAIL.COM | 3,670

THESTAR.COM | 3,397

BBC [______________4 72674

Source; CBC/Radio-Canada Research and Analysis, comScore
“BEREEMEDIR
ﬁuﬁ%vﬁmlﬂ%iﬂﬂfﬂ
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... and CBC.ca Is the Leader in ‘Headline News’
Websites Accessed via Smartphones

The Most Popular Headline News Brands websites on Smartphones
Smartphone Users 13+*
Q2! 2013(000's)

@ | cbc.ca

Globe and Mail | | 1,264

CNN | 1,146

BBC News | | 938

cTV | 1 911

Google | | 871

Yahoo! | | 721

Huffington Post | 616

Global | | 610
National Post | ] 540

"April to June 2013
* Access using apps or websites
Source: CBC/Radio-Canada Research and Analysis, comScore Mobilens Q2 2013
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In Fact, CBC.ca Is Among the Most Visited Websites Via

Smartphones

Most visited Websites on Smartphones

| 11821

Smartphone Users 13+*
Q2! 2013(000's)
Google
Facebook I 9639
Youtube | 6,674
The Weather Network | 6,410
MSN/Windows Live/Bing | 6,362
Yahoo! | 5,008

i cbeca

3,559

Apple | 3418

"April to June 2013
* Access using apps or websites

*MEDIR Source: CBC/Radio-Canada Research and Analysis, comScore Mobilens Q2 2013
S ENVIRNMENT Y
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Music.CBC.ca Is Making Its Place Among Big Music

Players

&

[
4
1]

B
]

Average Monthly Unique Visitors
Total Canada 2+, All Locations
September 2012 to August 2013 (000's)

GROOVESHARK.COM | 621
LAST.FM | 585
Yahoo! Music
Canada I 957
VIRGINRADIO.CA | 272

b cecmusic.ca

RDIO.COM | ] 146

212

LS“EMEDIA Source: CBC/Radio-Canada Research and Analysis, comScore Mobilens Q2 2013
00 ENVIRNMENT Y
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Information

Average Monthly Unique Visitors to News and Information Web Sites
Total Canada 2+, All Locations
September 2012 to August 2013 (000's)

2,760

LAPRESSE.CA |

2,055

id

ICI R3DIO-CaNaDa &k €3

€e

1,337

TVANOUVELLES.CA |

RDS.CA |

LEDEVOIRCA | 523

“SHhe" Source: CBC/Radio-Canada Research and Analysis, comScore Mobilens Q2 2013

S50 “EMEDIR
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Radio-Canada.ca Is the Leader of Francophnes
‘Headline News’ Websites Accessed via Smartphones

The Most Popular Headline News Brands Smartphone Users
Smartphone Users 13+ *
Q2! 2013 (000's)

ICIRADIO-CANADa &b .Ca

Canoé

La Presse

Le Monde

335

77

1April to June 2013
* Access using apps or websites

gt gan

fuliPeb mwn NMENT

Source: CBC/Radio-Canada Research and Analysis, comScore Mobilens Q2 2013
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Espace.mu Is Performing Well Against Giant
Competitors

Average Monthly Unique Visitors
Total Canada 2+, All Locations
January 2012 to August 2013 (000's)

GROOVESHARK.COM* | 155

DEEZER.COM* 123

SONGZA COM* 90

espace.mu

RDIO.COM* 36

* Based on French-language Canadians rather than the total universe

Source: CBC/Radio-Canada Research and Analysis, comScore
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Tou.TV Is Among The Top Visited TV Video Websites

Average Monthly Unique Visitors
Total Canada 2+, All Locations
September 2012 to August 2013 (000's)

i
TOUTV 458
L
NETFLIX.COM* 406
CANOE.TV 147

* Based on French-language Canadians rather than the total universe

Source: CBC/Radio-Canada Research and Analysis, comScore
“BERA“EMEDIA
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Key Takeaways

e Traditional broadcast radio and TV are still dominant

e However, consumers are adopting devices and services
that give them more control over when they access
content

 Francophones tend to use traditional media more
than Anglophones and adopt new technology at a slower
pace

e CBC/Radio-Canada is performing well in the
traditional and in the digital world

%%%%%% £
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Agenda

1. Introduction 2
2. Public Policy Framework 3
3. Snapshot of CBC/Radio-Canada 19
4. Surrounded by Titans 28
5. Industry Revenue Shifts 37
6. Audience Behaviour 51

Appendix — Audience Measurement 90
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Key Questions

1. The broadcasting environment is ripe for a rethink.
Where will CBC/Radio-Canada fit in?

2. CBC/Radio-Canada used to be a big player.
How can CBC/Radio-Canada continue to have an impact?

3. The industry is highly concentrated and global players
are at the doorstep.
Who should CBC/Radio-Canada partner with?

4. Industry revenue sources are shifting.
What revenue mix is best for CBC/Radio-Canada?

5. Consumers are embracing digital.
At what pace should CBC/Radio-Canada’s services
embrace digital?

SRER s EMEDIR
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Agenda

. Introduction

. Public Policy Framework

. Snapshot of CBC/Radio-Canada
. Surrounded by Titans

. Industry Revenue Shifts

. Audience Behaviour
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19
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51
88
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Audience Data Is Important

1. Audience data provides a measure of the usage
and relevance of programming services
— Audiences to radio and TV programs, stations and networks
— Traffic to websites/apps

2. It is the currency on which air time is sold
— The ability to generate advertising revenue is dependent on data

All Broadcasters Rely on

Audience Data

“3024°" MEDIR
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Media Measurement in Canada is Evolving

o 5.”# Diaries: The original method
B « Still used to measure TV and radio outside the
\ major centres

TV Meters: Introduced in 1989

« Connected to every TV in a panelist’'s home
« Improves accuracy for the specialty TV era

Internet measurement: Mid 1990’s
« Internal (e.g. CBC'’s website)

« Demographic and competitor information via an
online panel (e.g. comScore)

« Measuring multi-screen is key challenge

&% 8% fah
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Media Measurement in Canada is Evolving

Personal Portable Measurement (PPM):

« PPM measures any media inserted with inaudible
codes, both in and out-of-home

« It has the capability to distinguish live from playback
viewing (up to 7 days)
« It has been phased in since 2004

« TV: 5 major markets measured, plus national and regional
« Radio: 5 major markets measured. No regional/national

 New Markets: Montreal Anglo in the works for next
broadcast year. Additional PPM markets on the horizon
(e.g. Quebec City, Ottawa/Gatineau)
O

2oL ENVIRNMENT 93

A0057388_94-000285



Canada Is a World Leader in Media Measurement

W} Canada’s broadcasting industry measurement service
888 " s attaining goals that are the envy of the world

e (Canada is the only market in the world where
TV and radio are measured in the same panel

e BBM produced the first cross-media TV+Radio
database this year

e BBM will start a commercial grade test of non-
linear video measurement across platforms
(i.e. cable VOD, online and mobile) in December

e Commercial deployment of non-linear
measurement could be implemented as soon as
the next broadcast year
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Presented to the Board of Directors

November 26, 2013
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