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I.  INTRODUCTION

‘A. ‘The Asslgnment'r

Harder Mirell & Abrams l_LP ("Counsel’) has retained CONSOR® Intellectual Asset
‘Management ("CONSOR”) to provide expert services on behalf of Terry Bollea,
professionally known as Hulk Hogan, (“Mr. Bollea") in connection with a claim for
monetary relief against Gawker Media, LLC (“Gawker”), Nick Denton, and A.J. Daulerio.
The litigation referred to is Case No. 12012447-CI-011 in the Circuit Court of the Sixth
Judicial Circuit in and for Pinellas Country, Florida (the “Case”). Specifically, we have:
been asked to provide an opinion regarding the benefit to Gawker, as measured by the
increase in \raIUe of the Gawker.com website (“Gawker.com” or the “Websrte) that
resulted from Gawker posting on the Website a video of Mr. Bollea engaged in prrvate:
consensual sexual relations with Heather Clem (the “Videa").

rndependent res A
report should ad

the named expert
B. Qualifications of the Named Expert

- Jeff Anderson is the Director of Valuation & Analytics at CONSOR®, an intellectual asset
consultmg firm specializing in trademark, patent and copynght valisation, llcensmg, and
expert testimony. The firm is headquartered in La Jolla, California and has offices in New
York and London. Mr, Anderson holds a Bachelor of Science degres in Economics from
Santa Clara University, and a Master of Business :Admmlstrja'tibnf degree with a
concentration in Finance, from San Diego State University.

of various mtellectual property nghts He isa contnbutrng"author to a newly pubhshed'
book and heis author and co-author of several artlcles on mtellectual property valuatlon

;c rporare litigation and busmessltransac pses His project work spans the ful
‘spectrum of the intellectual property realm. Industries worked on include: government,
‘software, banking, entertainment, construction, retail, energy, and manufacturmg He has

ﬁmanaged projects involving: valuatlon for htlgatlon sale/purchase valuation and

~ CONFIDENTIAL
© 2015 CONSGRS, La Jolla, CA




CONSOR’

- bnteloonnd Assés Monaggernent

Teny Bollea v,
Gawer,Me,,_a e

Page 4

exproprlatron and forelgn markets.
C. Vsummary’ of Opinions

After reviewing the documentation provided, performing research and analysis, and

based upon CONSOR s and my professional background, knowledge training, education

and decades of experience in intellectual property valuation and analysis, we conclude
within a reasonable degree of certainty that:

» The increase in value of Gawker.com as a result of Gawker posting the Video on
the Website is between $4,995,000 and $15,445,000.

additional information andfor documents become avallable for review. ‘We further reserve
the right to respond to opinions and issues raised by any opposing experts. Finally, we
reserve the right to use demonstrative and/or other exhibits to present the opinions

expressed in this report and/or any supplemental, amended, and!or rebuttal reports.
Hl. RELEVANT ENTITIES AND INDIVIDUALS;

A. Terry Bollea

‘Mr. Bollea, known by the stage name Hulk Hoga
actor, author, television personality and musician.
his first World Wrestling Entertainment, In 3
helped to fill wrestling stadiums througt the

championships and six World Champl ship Wrestling (“WCW”) champlonsh ips,?
become a motion picture star and acted in television shows (including his own animated
series).?

n, is an American professional wrestler, -
1 In 1984 Mr. Bollea (Hulk Hogan) won

ever been beaten up or put down,” he blazed the trail for character branding in the
wrestlmg mdustry 4 For more than 30 ‘ears Mr Bollea (Hulk Hogan) has remained a

 Doc 31
2 Doc 32
3Doc 33
4 Doc 35
5Doc 32
§ Doc 32
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appeared on the cover of Sports lllustrated Magazine,” and made nymeroujs,g‘guesf
appearances on both Jimmy Kimmel Live! and The Tonight Show with Jay Leno.8

From an early stage, Mr. Bollea understood the significance of establishing and growing
his brand.® Memorable slogans such as “say your prayers and eat your vitamins” caught
on with a widespread fan-base.? Popular antics coupled with his desired brand landed
him guest spots on MTV and Saturday Night Live.!! The Hulk Hogan brand has grown
across several entertainment mediums, including his role as “Thunderlips” in Rocky Iil, 12
“co-hosting NBC's American Gladiators, ' and the executive producer, judge and host of
Hulk Hogan's Championship Wrestling. 4 -

According to data publistied in February 2014 by promotion agency The Marketing Arm,
Inc., "Hulk Hogan has a 96% awareness among a general population in the US. This is
one of the highest awareness levels of any athlete/celebrity in the US.""® As of December
17, 2014, Hulk Hogan had 1,110,000 followers on Twitter'® and over 3.9 million likes on
Facebook. 17 ‘

B. Gawker.com

Gawker-Media, LLC is an American online media company and blog network."® Its
website, Gawker.com focuses on celebrities and the media industry, 10

Gawker "was founded in 2002 by [Nick Denton], a Financial Times veteran, with the
gadget blog [Gizmodo.com]. The company's flagship blog, [Gawker.com], was founded
later that year as a New York media and gossip blog."2°

lii. CASE BACKGROUND

In or about mid-2007, withokufth,is knoWl‘edge‘ or consent, Mr. Bollea was videotaped while
engaged in private consensual sexual rela

7 Doc 36

8 Doc'32

% Doc 32

1 Dac 37
"1 Doc 37
2Doc 33
13 DOC 32
 Doc 32
15 Doc 38
18 Doc 39
7 Doc 40
8 Doc 41
8 Doc 1
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Unknown to Mr. Bollea and Ms. Clem, the’ pnvate bedroom ‘was under surveillance and
the encounter was recorded.2? Mr. Bollea did ot give anyone permission to record him. 23

On October 4, 2012, Gawker posted the Video, a one minute and forty-one second
*highlight reel” of the secretly filmed recording, on the Website. Prior to publishing the
Video, Gawker added English subtitles to the Video.?* A 1,440-word narrative describing
the Video written by former Gawker.com editor A.J. Daulerio (the “Narrative”) also was
posted on the Website.?®.

The Video received 8,610,124 pageviews and 5,357,672 unique pageviews on the
Website.?® Numerous other media outiets and websites also shared and republished the
Gawker edited Video on their own websites.?”:

Shortly after the Vldeo was initially pubhshed °ﬁ‘ the Websue Mr Bollea's attomey

refused.?!
IV. GOOGLE TRENDS

Gawker benefited from the Video by réceiving more than 5 million unique pageviews. As
an additional indication of the publicity generated by Gawker from posting the Video, we
analyzed Google Trends, which measures search engine interest of a particular term over
a period of time.

- As described by Google, “the numbers on the graph reflect how many searches have
been done for a pamcular term, relative to the total number of searches done on Google
over time. They don't represent absolute search volume numbers, because the data is
normahzed and presented on a scale from 0-100. Each point on the graph is divided byﬂ

ipomt and multiplied by 100 "32 Google Trends data from January 2012 to

~ CONFIDENTIAL .
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As illustrated in Figure 1, the greatest level of search engine interest for “gawker” during
the three year petiod of January 2012 to January 2015, occurred in early October 2012.
This corresponds with the date Gawker posted the Video on the Website, October 4‘
2012. '

V. COMMON METHODOLOGIES FOR VALUING WEBSITES

CONSOR has been asked to provude an opinion regardmg the mcrease m value of ;
Gawker.com, which resulted from its

the methodology use: calculate the increase in value of Gawker.com that resulted from
its posting of the Video on the Website.

When analyzing - nteiilectual propertles we consider each of the generally accepted
valuation methcdoogles in light of the information available and the specific
circumstances, in order to determine the best method for ascertaining value. The
methodologies commonly used to determine the value of websites and other intellectual
properties are the Cost Approach, Market Approach, and Income Approach.

3 Doc 30

CONFIDENTIAL
| © 2015 CONSOR®, La Jolia, CA




o - CONSOR

Teny Boliea v.
Gawker Media, LLC L
March 5, 2015 L o Page 8

results based on factors such as histoncal f nancral results, : ndustry trends and the |
competitive environment. K

The primary benéfit to Gawker from posting the Video on the Web5|te was an mcrease in
user traffic. An increase in user traffic is generally more. valua
monetization potential of those additional users, because it pravides
-revenue from advertisers, rather than the current income stream: thatﬂrs 1generated from
‘those users. For thls reason, the mcome approach does no '

Cost Approach

The historical cost to develop an asset is sometimes used to determme its” value.
However, the cost to develop an intellectual asset is rarely representatwe ofits ultimate
value. This approach is less useful for intellectual properties used with products that have
reached the market and generated revenues. Generally, the cost approach is better
suited to analysis of inteflectual properties and products that have not yetbeen developed
commercially, or that could be re-created quickly, as it reflects the cost a company could
avoid by purchasing, rather than duplicating, a similar development effort. For these

reasons, the cost approach does not provide an accurate measure of the increase in
value of Gawker.com that resulted from Gawker posting the Video on the Website.

‘Market Approach

The market approach values intellectual properties by comparing the subject asset to

§ publicly available transactions involving similar assets with similar uses. This provides a
reasonable indication of value if an active market exists that can provide examples of

recent arm’'s Iength transactrons with adequate mformatron regardmg ,terms and

acqursntrons oran m usion. of caprtal where a post- money valuatlon rs publrcly dlsclosed :
As defined:

Post-Money Vafuafr “A ;:company's value after outside ﬁnancingﬁand/or

websrtes we rehed on the market approach in this Case, Specn‘“ cally, we analyzed the

3 Doc 19
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increase in value of Gawker com based on market multrples a vanatlon of the market
approach 35 The use of market multiples allows for the valuatlon of oomparable assets
based on a ratio to some common denominator. This is t )
comparing value to some firm-specific variable ... is the same across frrms ”36

For the purpose of our ana ysis, we relied on monthly umque users as a benchmark to

y; umque user multrples in the context of fitigation and pnvate
tfansactlons CONSOR employees have also taught this methodology extenstvely in

based on a multiple of monthly umque users‘ “For [o]nline [m}edna compames [l]nternet
advertising, primarily in the form of bann s‘ and sponsorshrps IS therr main source of
{revenue A key component fo thns bus e

specn‘ic target audlenoe an [o]nhne [m]edla company can generate to draw advert[smg
interest.”3 "For sites without much revenue, price pe
gauge of a site's value'than revenue multiple.”?®

Method Applied

2. We then calcutated the benefit to Gawker by analyzing the change in value of
Gawker com from September 30 2012 (before the Video was posted on the

‘generated by the Video,
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VL. MONTHLY UNIQUE USER ANALYSIS

A. Overview

As is explained in Section V. Market Approach we'b trafﬁc provndes the opportunity for

unique users,

As defined by Quantcast Corporat!on (“Quantcast") a prowder of web analytlcs data
available from analysis tools, including Quantcast Although many tools label them
‘visitors,” online unigues technically count the distinct cookies received from or sent to
visitors. Quantcast defines mobile app uniques as the number of distinct : app instances
{installs) using the app over a given time.”3®

In other words, a monthly unique user is a smgle user that visits a website one or more
‘times in a one month period. If an individual user visited the same website ten times in
-oné month they would still be counted as one monthly unique user.

One of the primary avenues for content dnven websites, or social media platforms, to
generate revenue is through advertising. This monetization potentlal is directly tied to the
size of the website's user base, and the number of monthly unique users the site has.

B. Gawker's Use of Monthly Unique Users

Gawker uses monthly unique user data, reported by Quantcast, in the analysis of its
operating performance.? As an indication of the importance Gawker places on website
traffic, monthly unique user data reported by Quantcast is currently used as the principal
metric for determining employee bonuses.#! These bonuses are calculated based on the
websites’ performance in_relation to previously determined targets. As described by
Gawker Chief Operating Officer Scott Kidder:

“The bonus pool is calculated as a percentage over target. So, for example, if the
site is 10 percent over target:it will receive 10 percent of its payroll, its labor
budget as a bonus pool 2

Denton described monthly un ue users as a niore accurate fepresentatton ofa web31te s

~ ¥ poc 11
0 Doc 8, Page 121, 9:21.
41 Doc 8, Page 121, 9:21
2 Doc8, Page 117, 913
43!)008 Page120 8
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professsonais to detenmne where to spend their advertlsmg dollars 4“4

Me, ffe] smf{mg to a new number that more accurat‘ ly reﬂects the growth of our

, ather than pandermg fo a
' -esfabg‘;shed cffque Ou dttor;al will be betteras kresult The target is called

and suggests that publtshmg provocatlve matenal IS one ‘method of attractmg new
users. 46 :

“Most of the stories that resonate are also stones: with high pageviews — with the
flames that everyone so ptizes... you t 5 even more otiginal, even more
provocative or even more of a hustler than usual.”*7

Even if a website does not denve revenue dlrectlyj from a unique user, an increase in
‘ otential. As stated by Nick Denton,
monthly unique users are "the metric by which advertisers decide which sites they will
shower with dollars,™48

In addition, the fact that Gawker determmes employee bonuses based on monthly unigue
user trafﬂc is an indication that an increase in’ unique users adds value. As a result, a
monthly unique user muitiple is an approprlate ‘market multiple by which to value
Gawker.com.

VI. COMPARABLE WEBSITES — MONTHLY UNIQUE USER MULTIPLE

Historical monthly unique user data for Gawker.com was obtained from Quantcast. To
determine the value of the Website at various points in time, we needed to determine a
market multiple per monthiy unique user. This required identifying transactions involving
comparable websites with similar monetization potential.

“ Doc 20

45 Doc 20 (Emphasis Added)
4 Doc 20

“47 Doc 20

"48 Doc 20
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kgenerates revenue through “social advertising” by publishlng sponsored content 52

'C. HuffingtonPaost.com

-On March 4, 2011, AOL, Inc. acquired TheHuffmgtonPost com, Inc. ("The Huffington
Post”) from Arana Huffi ngton Kenneth Lerer, and a group of mvestors for $2959
million.5® The Huff ington Post is an online provider of news, blogs, and origi
on topics including politics, business, and entertainment. The company generates
revenue primarily from online display advertising. o

‘54 Doc 25
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D. Ozy.com

.com”) is a publicly-traded social media company

: aphic market in the United States."s” As of December

31 2014 Grandparents com h,ad, a total enterprise value of $31,280,800. in fiscal years
generated from advertising.?®

:connect people wnth 1oca! busmess 89 As of December 31, 4- Yelp had a total
-enterprise value of $3,604,851,060. In fiscal year 2013, approximately 95% of revenue

“was derived from advertising. 60

‘G. Monthly Unique User Multiple Conclusion

A summary of our analysis of monthly unique user multiple analysis i IS presented in Figure
‘2 below.

Figure 2.8

135, 925 889 850,000,000
auﬁ'ngtonpost com 25,000,000 255,900,000
Ozy.com SA50,718 120,000,000
Grandparents.com 754832 11,280,200

Yelp.cam 136,283,009 3,604,851,060

% Doc 18
56 Doc 26
37 Poc 23
‘58 Doc 24
5% Doc 28
"8 Dog 27
61 Gge Exhibit 3
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provndes a reasonable
multiples, which again represent the value of one mdwrdual umque user, wul,l i
our analysis of the increase in value of Gawker.com that i is attnbutable to the postmg of
the Video.

Vill.  ANALYSIS

To determine the benefit to Gawker from posting the Video on Gawker.com, we analyzed
the change in value of Gawker.com from September 30, 2012 (before the Video was
posted on Gawker.com), to April 30, 2013 (after the Video was taken down). The change
m vaiue of Gawker.com attributable to the Video was then allocated based on the unique

-A. Value of the Video to Gawker

To calculate the value of Gawker.com, before the Video was posted, we applied the
,market—based monthly unique user multlp!es identified above, to the average monthly
unique users for the twelve months prior to September 30, 2012. To calculate the value,
after the Video was removed, we applied the same monthly unique user multiples to the
average monthiy unique users for the twelve months prior to Aprll 30, 2013. OUr analySIs

Using the minimum market multiple {of 6.25x) indicates that Gawker,com increased
$17,506,329 in value between September 30, 2012 and Aprll 30 2013 U;S" che average

to the Video.

At September 30, 2012 the average monthl‘y umqu ‘ﬁusers to Gawker com for the tralhng’
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C.NS.R

sifehochal Ml Monariees

September 30, 2042 S S 11,989,092

. Aprit 30, 7013 S 14788578
" Change o N 2,799,486

' 5,357,572
671
798,821

2,739,466
798,821

28.53%

Change in Value of Gawker.com $17,506,32%
Change Attributable to Video 28.53%

Value of Gawkat.com Attribiitable to the Video (Lower Bound} $4,995,000

Alternatively, as presented in Figure 4 below, and detailed at Exhibit 5, using the average
monthly unique user multiple of 19.34, our analysls indicates that the i increase in value of

Gawker.com, attributable to the Video, is $15,445,000.
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14,788,578 ..

Jy Unlque Vigws of the Video

Charige I Traifing Twelve Month Avérage Monthly Uniques to Gawker.corm
Average Monthly Unique Views of the Video ST
Chiange Attributable to the Video'

Change In Value of Gawker.com
Chinge Atiributable 16 Video . g ) . .
vaiueofeawkermmattnbutable tothereo(UpperBound) ,ﬁfﬁf, T 415,445,000

IX. CONCLUSION

“After reviewing. the dacumentation provnded performmg tesearch and analysis, and

based upon CONSOR'S and my professronal background k‘nowledge trammg. education

'd issues ralsed by ':'y opposmg experts Fmally, we,:
'resenze the nght to use, demo tratwe andior oth‘ '

i Smc,erely,:

i/

Jeff Anderson A |
Director, Valuation and Analytics
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o QUALIFICATIONS
Jeff Anderson
Director, Valuation & Analytics

Jeff Anderson s the Director of Valuat:on & Analyt cs at CONSOR® an intellectual asset

concentration in Fmance from San Diego S_tatek Umyerslty_

Mr. Anderson has a broad view of the world of lntellecfua! property and intangible‘asASets,
He has lectured, spoken, and written on the topic of IP valuatio ‘
of vanous mtellectual property rights. He isa ¢ i

copynght and website valuation.

Mr. Anderson has performed valuations of ihtahgible assets and intellectual properties for
corporate litigation and busmessftransactlon‘purposes His prqect work spans the full

negotiation; license structuring an ‘
expropriation and foreign markets,

systems

“Memberships, Speeches and Publications

Memberships
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2013 Business Valuation

2014 Clear Law lnstntute s Valuatlon of Intellectual Property

2013 The Brand Est Uonference Maximizing Brand Value

ources and EPM Communications - IP Valuations for
Licensed Property Acqulslttons

Books

Rights of Publicity: Analysis, Valuation, and the Law American Bar Association. Co-
authored with Weston Anson, Apral 2015

Published Articles

characters and athletes co~authored wn‘rh Weston Anson -and Jemma Samala, The
Licensing Book

April 2013 - "Putting a prlce on trademarks: trends in IP valuation and damages
calculations", co-authored with Weston Anson and David Noble, World Trademark
Review

Citations to Cases in Which Expert has Testified at Any Deposition, Hearing, or
Trial Gomg Back Three Years

1. Gammg Fund Group, Inc.
California Ga \g Control Commission

Expert Report‘sand Testimony, October 2014

lesmn
Case No, BC482686
Deposition Testimony, March 2014
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'APPENDIXB
DOCUMENTS REVIEWED

| Descrlptlon

8 Videotaped Deposition of Scott Kidder. New York, New York. Tuesday, October 1, 2013

' 9 Videotaped Deposition o‘fv Denton New York, New York. Wédnesdav, October 2, 2013

Videotaped Deposition of Albert James Daulerio, New York, New York. Monday, September
10 | 30, 2013

t.
11 Quantcast.com

12

13

14

15 |

Defendant Gawker medua, [LC's Responses to Plalntaff’s First Set of lnter’r’ogatories May 21
16 | 2013
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Asli:ch:a,:Choire January S, 2010. Gawker media Moves To Unigues: Be “Even More of a
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26 | OZY Advertising and Partners. http://www;ozy.co‘m,’a-n-p/

27 VELP INC. Form 10K for the Fiscal Year Endéd December 31, 2013

28 Yelp: About Us. http:f/ivww.yelp.com/aboﬁt

29 | About Trends Graphs https //support google com/trends/answer/4355164?hl en&rd 1
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