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Executive summary

As we enter the second half of 2017, it is becoming clear that
those players residing within the US Media and Telecom
sector have embraced many of the key trends, regulatory
conditions, and economic benefits that we have forecasted
for several quarters now. Deal volumes in Q3 2017 reached
another two-year high at 238 deals, surpassing volumes in
Q2 2017 by 9% and Q3 2016 by 72%. Deal values also made
a splash exceeding $30B with seven megadeals.

While the shift to digital was all the rage only a couple of
years ago, market participants are realizing that a compelling
digital platform may only be part of the solution and won’t
satisfy sophisticated investors and stakeholders. The
ultimate goal: taking that sticky digital platform you’ve built
or acquired and maximizing the underlying data to (i)
improve customer engagement and (ii) identify direct or
tangential service offerings, which can improve the
monetization of said user base.

Executing on the holistic strategy described above takes a
robust infrastructure, data & analytics expertise and
compelling content (or differentiated experience) to engage
with your customer base. Understanding and appreciating
these factors are driving many players to look at internal
resources, skills and capacity, ultimately determining if this
can or should be accomplished through a buy or build lens.
Given the pace of innovation, existing talent outside their
organizations and access to capital, many are looking
towards M&A to help accelerate this strategy. These
attributes, along with several others, are what drove M&A
this past quarter and will likely continue for the foreseeable
future.

We hope you enjoy this edition of Media & Telecom deals
insights and look forward to a strong close for 2017.
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¢ As companies are realizing that a
compelling digital platform alone
won't satisfy investors and
stakeholders, market participants are
seeking to maximize their data to
improve customer engagement and
service offerings. 7?

—Bart Spiegel,
US Media & Telecommunications Deals Partner

Q3 2017 Key Trends and Highlights

» Deal volumes increased by 9% from Q2 2017 and
reached their highest point in the past two years, with
238 deals in Q3 2017.

* Announced deal value increased 76% to $31.6B in Q3
2017. Megadeals accounted for approximately 83% of
announced deal value.

* Seven deals greater than $1 billion in value were
announced during Q3 2017, led by Discovery
Communications Inc’s announced acquisition of
Scripps Networks Interactive Inc for $11.8B.

+ Advertising & Marketing continued to lead sub-
sectors in deal volume, reaching a peak of 80
announced deals in Q3 2017.

* Similarly, the Broadcasting and Telecommunications
sub-sectors reached two year highs this quarter.

+ The Casinos & Gaming sub-sector and hospitality and
athletic recreation components of the Recreation &
Leisure sub-sector have been moved and are now
reflected within our Consumer Products insights in
alignment with PwC's segmentation.
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Highlights of Q3 2017 deal activity

Key announced transactions

There were seven announced deals in Q3 2017 in excess of
a billion dollars.

+ Discovery Communications Inc/Scripps Networks
Interactive Inc (Broadcasting) ($11.8B): Discovery’s
announced acquisition of Scripps will combine both
companies’ existing portfolio of networks to produce
approximately 8,000 hours of original programming
annually. The deal is expected to increase Discovery’s
negotiating leverage with ad-supported pay-TV audiences
in the US.

+ Crown Castle International Corp/Lightower Fiber
Networks LLC (7Telecommunications) ($7.1B): Crown
Castle’s announced acquisition of Lightower expands
Crown Castle’s fiber footprint in urban areas of the
northeastern US. The deal will nearly double Crown
Castle’s route miles of fiber and expand the company’s
presence in the top metro markets.*

+ Tilman Fertitta/Houston Rockets ($2.2B) and
Investor Group/Miami Marlins ($1.2B) (Recreation
& Leisure): While not often coming to market, this quarter
saw two major sport franchise megadeals, with Tilman
Fertitta’s $2.2B acquisition of the Houston Rockets, and
an investor group’s (led by Bruce Sherman and Derek
Jeter) announced acquisition of the Miami Marlins.

« Other megadeals:

— Walt Disney Co/BAMTech LLC (Internet &
Information) ($1.6B)*

— Atlantic Broadband Group LLC/Metrocast Cablevision
of NH (Telecommunications) ($1.4B)

- Apollo Global Management LLC/ClubCorp Holdings
Inc (Recreation & Leisure) ($1.1B)

*For transactions where the buyer and target are in different industries, the announced
acquisition is counted in both industry deal reports. In this case, Lightower and BAMTech's
announced transactions are also reported in the Technology Deal Q3 2017 report.

Deal size in the quarter

$500M-1B

$0-$100M

_$101M-$500M

Note: Deals included in this chart are those that have disclosed value

Source: Thomson Reuters and PwC analysis

“¢ Deal volumes increased 9% from Q2
2017 and reached the highest volume
in the past two years.”’
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Key themes this quarter

Sub-sector: Advertising & Marketing

Once again, the Advertising & Marketing sub-sector has
been the most active target for investors within the Media &
Telecommunications landscape. Deal volume hit a new high,
with 80 announced deals during Q3 2017. This is well above
the average of 59 deals over the previous four quarters.

Announced deal value of $0.97B also represents the highest
quarter of deal value in 2017. While there were no megadeals
disclosed in the sub-sector, the trend of smaller, more
strategic deals continues.

While the sheer volume of deals in itself is noteworthy, what
is interesting is the broad range of acquirers that are

Sub-sector: Broadcasting

Broadcasting deals increased by almost 50% in Q3 2017 to
13 announced deals. This was the most active quarter for
the sub-sector in two years. Announced deal value of $12.2B
was dominated by the previously mentioned acquisition of
Scripps Networks Interactive Inc by Discovery
Communications Inc ($11.8B). While that deal was certainly
the highest profile Broadcasting deal in the quarter, we also
noted a move towards radio acquisitions in Q3 2017.

Sub-sector: Telecommunications

Another active sub-sector during the quarter was
Telecommunications, with deal volume increasing from 31
in Q2 2017 to 42 in Q3 2017. This 35% increase drove deal
volume to its highest level in more than two years.
Announced deal value increased to $10.7B in Q3 2017, the
highest level of 2017. As has historically been the case
within Telecommunications, deal value was driven by
megadeals, including two announced during the quarter.

The Experience Economy

In an effort to better connect with customers and
differentiate themselves, brands are looking to offer more
than just products and services, instead providing an
immersive experience to the customer. Companies are
increasingly looking to attract and engage with Millennials
who value experiences over products.

looking to enhance their advertising capabilities. Gone are
the days of deal volume being dominated by the large
advertising holding companies, with acquirers coming from a
broad range of industries. For example, Q3 2017 saw car ride
company Lyft acquire two agencies focused on rewards &
incentives and data-driven growth. In addition, acquirers as
diverse as in the mining and solar industries made
acquisitions during the quarter. This points to companies
exploring the best way to achieve their digital and data
driven strategies.

Of the 13 announced deals, roughly half of the targets were
radio stations, including online stations. In most cases, the
acquirers were other radio broadcasters looking to
consolidate, gain access to new markets/audiences, and
achieve certain cost synergies.

Deal volume was split across the spectrum of
Telecommunications, from fiber, to traditional telco, to office
meeting/phone services. Telecommunications companies
have long been at the forefront of enabling business
customers to digitize their activities and become more
nimble. This is leading to the use of M&A as a tool for
companies to not only consolidate, but to also be the
provider across the breadth of the digital lifecycle. That is,
companies are trying to offer everything from network
infrastructure, to business enablement and digital services.

In addition, companies are seeking to acquire capabilities to
measure consumer engagement rather than just eyeballs, in
an effort to enhance marketing spend and target advertising
channels.

PwC recently curated a day at New York City’s Advertising
Week, which covered the push towards the “Experience
Economy.”
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https://www.pwc.com/us/en/industry/tmt/adweek2017.html
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Smart deal makers are perceptive enough to see value others have missed,
flexible enough to adjust for the unexpected, aggressive enough to win favorable
terms in a competitive environment, and circumspect enough to envision the
challenges they will face from the moment the contract is signed. But in a
business environment where information can quickly overwhelm, the smartest
deal makers look to experienced advisors to help them fashion a deal that works.

PwC’s Deals group can advise entertainment, media and telecommunications
companies and private equity firms on key M&A decisions, from identifying
acquisition or divestiture candidates and performing detailed buy-side diligence,
to developing strategies for capturing post-deal profits and exiting a deal
through a sale, carve-out, or IPO. With more than 9,800 deals professionals in
75 countries, we can deploy seasoned teams that combine deep industry skills
with local market knowledge virtually anywhere and everywhere your company
operates or executes transactions.

Although every deal is unique, most will benefit from the broad experience we
bring to delivering strategic M&A advice, due diligence, transaction structuring,
M&A tax, merger integration, valuation, and post-deal services.

In short, we offer integrated solutions, tailored to your particular deal situation
and designed to help you extract peak value within your risk profile. Whether
your focus is deploying capital through an acquisition or joint venture, raising
capital through an IPO or private placement, or harvesting an investment
through the divesture process, we can help.

For more information about M&A and related services in the entertainment, media
& telecommunications industry, please visit and for industry
research and insights visit

Our analysis highlights the on-going changes in the Media & Telecommunications
industry due to technology advances, the convergence of traditional and new media,
and ever-shifting consumer preferences.

Our analysis was based primarily on individual Media & Telecommunications
sectors as defined by Thomson Reuters, with the exception of
Telecommunications and Internet Software & Services and E-Commerce, which
we have renamed as Telecommunications and Internet & Information,
respectively, for the purpose of our analysis. In addition, all deal values
disclosed, unless otherwise noted, were determined using transaction value.
While in certain cases, enterprise value may exceed transaction value, it has not
been considered in our analysis.

We define US Media & Telecommunications transaction activity as acquisitions,
mergers, consolidation of minority interests, shareholder spin-offs, divestitures
and restructurings. Acquisition targets are defined as US companies acquired by
either domestic or foreign acquirers (both corporate and private equity). Cross-
border deals in this publication have been limited to announced acquisitions of
targets located outside of the United States by US acquirers. Deal value is
transaction value as reported.

For transactions where the buyer and target are in different industries, the
announced acquisition is counted in both industry deal reports. To combine deal
value or volume across reports, one should eliminate the double-counted deals.

© 2017 PwC. All rights reserved. PwC refers to the US member firm or one of its subsidiaries or affiliates, and may sometimes refer to the PwC network. Each
member firm is a separate legal entity. Please see www.pwc.com/structure for further details.

Disclaimer:

This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors.
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