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Dear Fellow Stockholder:

2015 was a very tough year to beat, both at the movies and for NCM, but just as the 2016 box office set a new
record, NCM’s revenue and adjusted OIBDA™ for the full year 2016 set a new record exclusive of Fathom Events.
Advertising revenue topped $447.6 million, and we achieved adjusted OIBDA of $230.7 million for the full year 2016.

Our National Sales team led the way, with a healthy CPM increase of 9.6% and the expansion of our national client
base by 34 new clients in 20 categories in 2016. In fact, when you look across some of these major ad categories, it is
exciting to note that many of the biggest players in those industries adopted and embraced our FirstLook pre-show
to reach Millennial audiences. Our Digital sales team also had a strong year, and while Digital still remains a small
but growing part of our business, it is one which will play an increasingly important role as we create new ways to

reach movie audiences wherever they may be consuming movie-related content.

We also made strides in growing our NCM network in 2016. Our new Affiliate Partnerships team ”Many of the biggest
was formed to not only seek out and develop new affiliate partner relationships, but to also | N th
strengthen our existing relationships and enhance business collaboration with our Founding players in ©se
Members and more than 40 affiliates nationwide. These relationships with our exhibitors industries adoptec/
are a key and renewed focus of our business and are fundamental to continuing to expand
our theater network and therefore the number of impressions we have available to sell to and embraced our
advertisers. During 2016, we added a net 187 new screens to our network from both Founding .
- . . N FirstLook pre-show
Members and affiliates, and thus far in 2017 we have entered into contracts to add new affiliates

with 370 screens, including Bow Tie Cinemas in the key New York advertising DMA. to reach Millennial

While we're proud to say that we had an overall record year financially, 2016 was about more audiences.”
than just the numbers at NCM. We also established a new leadership team, brought cinema

into the National Spot TV marketplace for the first time, presented some truly groundbreaking

campaigns in theaters, and created a company vision, values, and plan that will allow us to pursue a fresh strategy.
Our approach will include growing our network affiliate partnerships, increasing on-screen revenue, expanding

our digital product offerings, ensuring that we are the first choice for our customers, developing our people and

capabilities, and more effectively allocating resources to strategy.

We would especially like to thank our stockholders, along with our National CineMedia employees, for their

continued support this year.

It is an exciting time to be at NCM, and we are optimistic about our future and the future of cinema advertising.

A f% i

Andrew J. England
Chief Executive Officer and Director
National CineMedia (NCM), LLC and National CineMedia, Inc.

Scott N. Schneider
Non-Employee Executive Chairman

National CineMedia, Inc.
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2016 ATA GLANCE
CREATING SHAREHOLDER VALUE

Dividends Paid Per Share
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Adjusted OIBDA™
margin 51.5% in 2016

Capital Expenditures:
3% of revenue in 2016
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REVENUE & ADJUSTED OIBDA™ GROWTH

(in millions, excludes Fathom Events)
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NETWORK crowr

1,622

Theaters (up 0.3%)

20,548

Screens (up 1%)

ADVERTISING

HIGHLIGHTS

NCM added Amazon’s original,
award-winning programming to its
FirstLook pre-show.

Airbnb “Double Feature” International
cinema campaign used first-of-its-kind
3D technology to contrast two different
travel experiences on the same screen
simultaneously.

AT&T launched Ticket Twosdays with
NCM, AMC Theatres, and Regal
Entertainment Group to reward
customers with a free movie ticket when
they buy one at full price through AT&T
THANKS®M.

Twitter and Disney partnered with
NCM on the first-ever Twitter integration
into digital displays in cinema lobbies,
featuring Rogue One: A Star Wars Story
trailer assets and fan Tweets.

STRATA and NCM brought cinema
advertising to the Spot TV market
for the first time.

NCM was named the official U.S.
Representative to the Cannes Lions
International Festival of Creativity.

income plus depreciation and amortization expense, share-
based compensation costs, merger-related costs and CEO transition costs. Adjusted OIBDA margin is a
non-GAAP measure defined as Adjusted OIBDA divided by total revenue. Refer to “ltem 6. Selected Financial
Data” in our Annual Report on Form 10-K for the year ended December 26, 2016 included herein for the
reconciliations to the closest GAAP basis measurement. Adjusted OIBDA, excluding Fathom Events, also
adds back operating income associated with our disposed Fathom Events business unit. Those reconciliations
to the closest GAAP basis measurement may be found on the investor page of our website at www.ncm.com.
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NOW SHOWING:

MILLENNIALS’ MOVIE-GOING EXPERIENCE

NCM unveiled new
research from a joint
study with Omnicom
Media Group's
Annalect and
CivicScience in 2016
about Millennials’
movie-going

habits, with some
great insights for
advertisers, studios,
and theater owners:

Millennials make up the largest frequent movie-
going age group, and this generation is highly
invested in the overall movie-going process.

Millennials are 50% more likely than the
general population to say that movies are a
passion of theirs.

Millennials want to talk about their movie-
going experience and are more likely to be
influenced by social media (Facebook and
YouTube in particular).

46% of Millennials aim to go to the movies on a
film’s opening weekend.

The most frequently reported reason for seeing
a movie in a theater is that Millennials don’t
want to miss out by waiting until a movie is
available at home.

Exclusive theatrical formats like IMAX and 11.1
surround sound, coupled with luxury amenities
like recliner seating and upgraded food
options, are key drivers for a generation willing
to pay more for a better experience.

Millennials are the age group most likely to
purchase movie tickets in advance.

86% of Millennials arrive early to the
movie theater.

(2)  Inventory utilization is calculated as utilized impressions divided by total advertising impressions, which is based on eleven 30-second salable

national advertising units in our FirstLook pre-show, which can be expanded, should market demand dictate.
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Certain Definitions
In this document, unless the context otherwise requires:

° “NCM, Inc.,” “the Company,” “we,” “us” or “our” refer to National CineMedia, Inc., a Delaware corporation,
and its consolidated subsidiary National CineMedia, LLC.

° “NCM LLC” refers to National CineMedia, LLC, a Delaware limited liability company, which commenced
operations on April 1, 2005, and is the current operating company for our business, which NCM, Inc. acquired an
interest in, and became a member and the sole manager of, upon completion of our initial public offering, or
“IPO,” which closed on February 13, 2007.

° “ESAs” refers to the amended and restated exhibitor services agreements entered into by NCM LLC with each of
NCM LLC’s founding members upon completion of the I[PO, which were further amended and restated on
December 26, 2013 in connection with the sale of the Fathom Events business.

° “AMC” refers to AMC Entertainment Inc. and its subsidiaries, National Cinema Network, Inc., or “NCN,” which
contributed assets used in the operations of NCM LLC and formed NCM LLC in March 2005, AMC ShowPlace
Theatres, Inc., which joined NCM LLC in June 2010 in connection with AMC’s acquisition of Kerasotes ICON
Theatres, AMC Starplex, LLC, which joined NCM LLC in December 2015 in connection with AMC’s
acquisition of Starplex Cinemas and American Multi-Cinema, Inc., which is a party to an ESA with NCM LLC.

° “Cinemark” refers to Cinemark Holdings, Inc. and its subsidiaries, Cinemark Media, Inc., which joined NCM
LLC in July 2005, and Cinemark USA, Inc., which is a party to an ESA with NCM LLC.

° “Regal” refers to Regal Entertainment Group and its subsidiaries, Regal CineMedia Corporation, or “RCM,”
which contributed assets used in the operations of NCM LLC, Regal CineMedia Holdings, LLC, which formed
NCM LLC in March 2005, and Regal Cinemas, Inc., which is a party to an ESA with NCM LLC.

o “Founding members” refers to AMC, Cinemark and Regal.
o “OIBDA” refers to operating income before depreciation and amortization expense.
o “Adjusted OIBDA” excludes from OIBDA non-cash share based payment costs, merger-related administrative

costs and CEO transition costs.
° “Adjusted OIBDA margin” is calculated by dividing Adjusted OIBDA by total revenue.
° “DCN” refers to NCM LLC’s Digital Content Network.

Cautionary Statement Regarding Forward-Looking Statements

2

In addition to historical information, some of the information in this Form 10-K includes “forward-looking statements.
All statements other than statements of historical facts included in this Form 10-K, including, without limitation, certain
statements under “Business,” “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations,” may constitute forward-looking statements. In some cases, you can identify these “forward-looking
statements” by the specific words, including but not limited to “may,” “will,” “can,” “should,” “expects,” “forecast,”
“project,” “intend,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential” or “continue” or the negative of
those words and other comparable words. These forward-looking statements involve known and unknown risks and
uncertainties, assumptions and other factors, including, but not limited to, the following:

99 < 99 < EEIT3

Risks Related to Our Business and Industry

° Significant declines in theater attendance or viewership of the FirstLook pre-show;

° our plans for developing additional revenue opportunities may not be implemented and may not be achieved;
° competition within the overall advertising industry;

° failure to effectively manage or continue our growth;

° not maintaining our technological advantage;

o national, regional and local economic conditions;



o the loss of any major content partner or advertising customer;
o our inability to retain or replace our senior management;

o changes to relationships with NCM LLC’s founding members;

o founding member and network affiliate government regulation could slow growth;

° failures or disruptions in our technology systems;

° infringement of our technology on intellectual property rights owned by others;

° the content we distribute and user information we collect and maintain through our in-theater, online or mobile

services may expose us to liability;
o changes in regulations relating to the Internet or other areas of our online or mobile services;

o our revenue and Adjusted OIBDA fluctuate from quarter to quarter and may be unpredictable, which could
increase the volatility of our stock price;

Risks Related to Our Corporate Structure

o we are a holding company with no operations of our own, and we depend on distributions and payments under
the NCM LLC operating and management services agreements from NCM LLC to meet our ongoing obligations
and to pay cash dividends on our common stock;

° risks and uncertainties relating to our significant indebtedness and investments, including the availability and
adequacy of cash flows to meet our debt service requirements and any other indebtedness that we may incur in
the future;

° NCM LLC’s founding members or their affiliates may have interests that differ from those of us or our public

stockholders and they may be able to influence our affairs, compete with us or benefit from corporate
opportunities that might otherwise be available to us;

o future issuance of membership units or preferred stock could dilute the interest of our common stockholders;

o determination that NCM, Inc. or any of NCM LLC’s founding members is an investment company;

o determination that any amount of our tax benefits under the tax receivable agreement should not have been
available;

° the effect on our stock price from the substantial number of our shares eligible for sale by the founding members;
and

° other factors described under “Risk Factors” or elsewhere in this Annual Report on Form 10-K.

This list of factors that may affect future performance and the accuracy of forward-looking statements are illustrative
and not exhaustive. Our actual results, performance or achievements could differ materially from those indicated in these
statements as a result of additional factors as more fully discussed in the section titled “Risk Factors,” and elsewhere in this
Annual Report on Form 10-K. Given these uncertainties, readers are cautioned not to place undue reliance on our forward-
looking statements.

All subsequent written and oral forward-looking statements attributable to us or to persons acting on our behalf are
expressly qualified in their entirety by these cautionary statements. We disclaim any intention or obligation to update publicly
any forward-looking statements, whether as a result of new information, future events or otherwise, except as may be
required under applicable securities laws.



PART I

Item 1. Business
The Company

NCM, Inc., a Delaware corporation, was organized on October 5, 2006 and began operations on February 13, 2007
upon completion of its IPO. NCM, Inc. is a holding company that manages its consolidated subsidiary, NCM LLC. NCM,
Inc. has no business operations or material assets other than its cash and ownership interest of approximately 43.7% of the
common membership units in NCM LLC as of December 29, 2016. NCM LLC’s founding members, AMC, Cinemark and
Regal, the three largest motion picture exhibition companies in the U.S., held the remaining 56.3% of NCM LLC’s common
membership units as of December 29, 2016. NCM, Inc.’s primary source of cash flow from operations is distributions from
NCM LLC pursuant to the NCM LLC operating agreement. NCM, Inc. also receives management fees pursuant to a
management services agreement with NCM LLC in exchange for providing specific management services to NCM LLC.

NCM LLC has long-term ESAs with the founding members (over 20 years remaining as of December 29, 2016) and
multi-year agreements with certain third-party theater circuits, referred to in this document as “network affiliates,” which
expire at various dates between July 14, 2017 and July 22, 2031. The ESAs and network affiliate agreements grant NCM
LLC exclusive rights in their theaters to sell advertising, subject to limited exceptions.

Our Business

We are America's Movie Network. As the #1 weekend network for Millennials (age 18-34) in the U.S., we are the
connector between brands and movie audiences.

We currently derive revenue principally from the sale of advertising to national, regional and local businesses in
FirstLook, our cinema advertising and entertainment pre-show seen on movie screens across the U.S. We also sell advertising
on our Lobby Entertainment Network (“LEN”), a series of strategically-placed screens located in movie theater lobbies, as
well as other forms of advertising and promotions in theater lobbies. In addition, we sell online and mobile advertising
through our Cinema Accelerator digital product to reach entertainment audiences beyond the theater.

We believe that the broad reach and digital delivery of our network provides an effective platform for national, regional
and local advertisers to reach a large, young, engaged and affluent audience on a targeted and measurable basis.

On-Screen Advertising

FirstLook—Our on-screen FirstLook pre-show was created to provide a more entertaining pre-movie experience for
theater patrons while serving as an incremental revenue source for our theater circuit partners. It consists of national, regional
and local advertising, as well as long-form entertainment and advertising content provided to us under exclusive multi-year
arrangements with leading media, entertainment, technology and other companies (“content partners”).

FirstLook generally ranges in length from 20 to 30 minutes and ends at or about the advertised show time, when the
movie trailers and feature film begin. The trailers that run before the feature film are not part of FirstLook.

Because FirstLook is customized by theater circuit, theater location/market, film rating, film genre and film title, we
produce and distribute many different versions of FirstLook each month. This programming flexibility provides advertisers
with the ability to target specific audience demographics and geographic locations, and gives us the ability to ensure that the
content and advertising is age-appropriate for the movie audience. It also enables us to incorporate the branding of a specific
theater circuit if desired. We rotate FirstLook’s long-form content segments between theaters approximately every two weeks
to ensure that frequent moviegoers are entertained by fresh content.

We also have the capability to deliver three-dimensional (“3-D”) advertising campaigns within a 3-D version of the
FirstLook pre-show program prior to 3-D feature films.

All versions of FirstLook are produced by our internal creative team, which is cost-effective and gives us significant
flexibility. We also offer pre- and post-production advertising creative services to our clients (primarily local clients who may
not have their own creative agency) for a fee.



Show Structure—FirstLook is comprised of up to four segments, each approximately four to seven minutes in length.

e Segment four is the first section of FirstLook and begins approximately 20 to 30 minutes prior to the
advertised show time and generally includes local advertising.

e Segment three typically begins approximately 18 minutes prior to the advertised show time and
features primarily 15 or 30-second local or regional advertisements by individual theaters, or across an
entire DMA® or geographic region, as well as a long-form entertainment content segment from one of
our content partners.

e  Segment two begins approximately 13 minutes before the advertised show time and features primarily
national and regional advertisements, which are generally 30 or 60 seconds, as well as a long-form
entertainment content segment from one of our content partners.

e Segment one runs closest to the advertised show time at approximately 8 minutes and features
primarily national advertisements, which are generally 30 or 60 seconds, as well as a long-form
entertainment content segment from one of our content partners. Segment one also includes an
advertisement for the founding members’ beverage supplier and a public service announcement
(“PSA”).

The FirstLook pre-show typically includes the following.

National, Regional and Local Advertising—On-screen advertising in FirstLook is sold on a cost per thousand
(“CPM”) basis to national clients. We generally sell our national advertising units across our national network by film rating
or groups of ratings, or by individual film or film genre grouping. This ability to target various groups of films offers national
advertisers a way to target specific audience demographics at various price points and overall cost levels, which we believe
expands the number of potential clients.

Local and regional advertising is primarily sold on a per-screen, per-week basis and can also be sold on a CPM basis.
Beginning in 2016, the FirstLook pre-show inventory also became available in the STRATA system, a media buying and
selling software which allows advertising agencies to buy cinema in the National Spot TV marketplace. Being able to buy
both TV and cinema locally in the National Spot marketplace makes it significantly easier for agencies to include cinema in
the media mix for their clients and allows us to tap into a new pool of advertising dollars budgeted for National Spot.

Our cinema advertising business has a diverse customer base, consisting of national, regional and local advertisers. As
of December 29, 2016, 504 national advertisers across a wide variety of industries have advertised with us. During the year
ended December 29, 2016, we derived 70% of our advertising revenue from national clients (including advertising agencies
that represent our clients) and 24% of our advertising revenue from thousands of regional and local advertisers across the
country (including advertising agencies that represent these clients).

Content. The majority of our entertainment and advertising content segments are provided to us by content partners.
Under the terms of the contracts, our content partners make available to us original entertainment content segments that are
entertaining, informative or educational in nature in the FirstLook program and make commitments to buy a portion of our
advertising inventory at a specified CPM over a one or two-year period with options to renew, exercisable at the content
partner’s option. The original content produced by these content partners typically features behind-the-scenes looks at the
“making-of” feature films, upcoming broadcasts, cable television shows, or technology products. In 2016, all of our content
partners provided approximately two-minute segments.

PSA. We have two-year agreements to exhibit a 40-second courtesy “silence your cell phone” PSA reminding
moviegoers to silence their cell phones and refrain from texting during feature films, one with an insurance company and
another a candy company which expire at the end of 2017.

3-D Advertising. We also sell 3-D advertising, which runs prior to select 3-D films. These 3-D advertisements are
placed at the end of the FirstLook pre-show, after a message instructing the movie audience to put on their 3-D glasses, so
that the glasses can be kept on throughout the remainder of FirstLook, the film trailers and the 3-D feature film to provide for
a better experience. 3-D advertisements provide average advertising CPMs that are higher than average two-dimensional (*“2-
D”) pricing due primarily to the fact that 3-D advertisements have heightened recall (based on third-party research).



Beverage Advertising—We also have a long-term agreement to exhibit the advertising of the founding members’
beverage supplier. Under the ESAs, up to 90 seconds of the FirstLook program can be sold to the founding members to
satisfy their on-screen advertising commitments under their beverage concessionaire agreements at a rate intended to
approximate a market rate (per the ESA, the annual CPM change equals the prior year annual percentage change in the
advertising CPM charged to unaffiliated third parties during segment one (closest to showtime) of the FirstLook pre-show,
limited to the highest advertising CPM being then-charged by NCM LLC). Each of the founding members has a relationship
with a beverage concessionaire under which they are obligated to provide on-screen advertising time as part of their
agreement to purchase branded beverages sold in their theaters. During 2016, we sold 60 seconds to two of the founding
members and 30 seconds to one of the founding members. During 2016, the beverage concessionaire revenue from the
founding members’ beverage agreements was 6% of our total revenue.

Theater Circuit Messaging—The FirstLook program also includes time slots for the founding members and network
affiliates to advertise various activities associated with the operations of the theaters, including concessions, online ticketing
partners, gift card and loyalty programs, special events presented by the theater operator and vendors of services provided to
theaters, so long as such promotion is incidental to the vendor’s service or products sold in the theater. This time is provided
to the theater operator at no charge and generally includes 45 seconds within 15 minutes of show time, 15 seconds of which
will be placed within 12 minutes of show time, and the remainder placed at our discretion.

Lobby Advertising

Lobby Entertainment Network—Our LEN is a network of video screens strategically located throughout the lobbies of
all digitally equipped founding members’ theaters, as well as the majority of our network affiliate theaters. As of December
29, 2016, our LEN had 3,029 screens in 1,505 theaters in our network. The LEN screens are placed in high-traffic locations
such as concession stands, box offices and other waiting areas. Programming on our LEN consists of an approximately 30-
minute loop of branded entertainment content segments created specifically for the lobby with advertisements running
between each segment. We have the scheduling flexibility to send different LEN programming to each theater through our
DCN, and the same program is displayed simultaneously on all lobby screens within a given theater, which we believe
provides the maximum impact for our advertisers.

We sell national and local advertising on the LEN individually or bundled with on-screen or other lobby promotions.

The LEN programming includes up to two minutes for founding members’ advertisements to promote activities
associated with the operation of the theaters, including concessions, ticketing partners, gift card and loyalty programs, special
events presented by the theater operator and vendors of services provided to theaters, so long as such promotion is incidental
to the vendor’s service. Additionally, subject to certain limitations, the LEN programming includes up to two minutes (one
minute of which we provide to the founding members at no cost and one minute of which the founding members may
purchase) to promote certain non-exclusive cross-marketing relationships entered into by the theater operators for the purpose
of increasing theater attendance, which we call “strategic programs.”

Under the terms of the ESAs, the founding members also have the right to install additional screens in their theater
lobbies which would not display our LEN programming, but would be used to promote strategic programs or products sold in
their theater concessions, bars and dining operations, ticketing partner promotions, gift card and loyalty programs, special
events presented by the founding member and vendors of services provided to theaters, so long as such promotion is
incidental to the vendor’s service.

Lobby Promotions

We also sell a wide variety of advertising and promotional products in theater lobbies. These products can be sold
individually or bundled with on-screen, LEN, online or mobile advertising. Lobby promotions typically include:

e advertising on concession items such as beverage cups, popcorn bags and kids’ trays;

e coupons and promotional materials, which are customizable by film and are distributed to ticket buyers at
the box office or as they exit the theater;

e tabling displays, product demonstrations and sampling;

e touch-screen display units and kiosks; and

e signage throughout the lobbies, including posters, banners, counter cards, danglers, floor mats, standees and
window clings.



Under the terms of the ESAs, the founding members may conduct a limited number of lobby promotions at no charge
in connection with strategic programs that promote motion pictures; however, such activities will not reduce the lobby
promotions inventory available to us.

Our ability to provide in-lobby marketing and promotional placements in conjunction with our cinema advertising
products allows us to offer integrated marketing solutions to advertisers that provide multiple touchpoints with theater
patrons throughout the movie-going experience, which we believe is a competitive advantage over other national media
platforms.

Digital Advertising

The Cinema Accelerator digital product expands cinema advertising beyond the theater environment to reach digitally-
connected moviegoers before and after the movie experience, both online and on mobile devices. Cinema Accelerator
identifies moviegoers through exclusive first party data sources including geo-location services, beacons and transaction data
for the moviegoers that enter the theaters in our network. Using the moviegoer as our filter, we can target specific
demographics, genres or layer on other data to provide to our clients with a match against their target audience. Digital ads
are then distributed through multiple channels, including online and mobile banners, online and mobile pre-roll video and
Facebook newsfeeds to reach moviegoers wherever they may be seeking entertainment information and content.

We sell Cinema Accelerator through a digital sales group that is embedded as part of our national and local sales
organizations to enable collaborative, integrated selling.

We believe that new digital products and revenue could be developed and additional in-theater advertisements could be
sold as integrated marketing packages with digital offerings as discussed in “Business — Our Strategy”.

Our Network

In-theater advertising and entertainment content is distributed across NCM LLC’s national theater network — the
largest digital in-theater network in North America.

Through the use of our proprietary DCN and Digital Content Software (“DCS”), we are able to schedule, deliver, play
and reconcile advertising and entertainment content for FirstLook and the LEN on a national, regional, local, theater and
auditorium level.

Our DCN is the combination of a satellite distribution network and a terrestrial network, and we also employ a variety
of technologies that “wrap” around the satellite process to help provide uninterrupted service to our network of theaters. The
DCN is controlled by our Network Operations Center (“NOC”) located in our headquarters in Centennial, CO, which
operates 24 hours a day, seven days a week to proactively monitor and manage approximately 670,000 alarm points and
approximately 108,000 hardware devices in movie theaters throughout the country. Our NOC interfaces with our satellite
provider network to dynamically control the quality, placement, timing of playback and completeness of content within
specific auditoriums, and it also allows us to monitor and initiate repairs to the equipment in our digital network of theaters.

Advertising and entertainment content for our FirstLook pre-show and LEN is uploaded from our NOC and is then
delivered via multicast technology to all theaters in our network and received by our theater management system, where it is
held until displayed in specified theater auditoriums and lobbies according to contract terms. Each theater auditorium and
lobby has a hardware and software architecture that controls the content to be shown. After the theater management system
receives advertising/entertainment content, confirmation of content playback is returned via satellite to our NOC to be
included in “post” reports provided to our advertising clients.

More than 700 million moviegoers annually attend theaters that are currently under contract to present the FirstLook
pre-show and LEN programming, including the founding members and over 40 leading national and regional theater network
affiliates. A summary of the screens and theaters in our advertising network is set forth in the table below:

Our Network
(As of December 29, 2016)

Advertising Network
Theaters Total Screens % of Total
Founding Members ...........cocevierienienieiieie e 1,274 17,022 82.8%
Network AfIHALES .....ccvveeiirieeeeee e 348 3,526 17.2%
TOtAL e 1,622 20,548 100.0%




As of December 29, 2016, our FirstLook pre-show was displayed on 100% of network movie screens using digital
projectors, with approximately 98% of those screens receiving content through our DCN, representing approximately 98% of
our total network attendance. As of December 29, 2016, 18,585, or 90%, of 20,548 total digital screens are equipped with
more powerful digital cinema projectors, with the remainder comprised of LCD projectors. Those screens not connected to
our DCN display national and regional advertisements on digital projectors with content delivered on USB drives that are
shipped to the theaters via overnight delivery services.

Our Team

We had 615 employees as of December 29, 2016. Our employees are located in our Centennial, Colorado headquarters,
in our advertising sales offices in New York, Los Angeles, Chicago, and Detroit, and our software development office in
Minneapolis. We also have many local advertising account executives and field maintenance technicians that work primarily
from their homes throughout the U.S. None of our employees are covered by collective bargaining agreements. We believe
that we have a good relationship with our employees.

Sales, Marketing, Research and Creative—We sell our in-theater and online advertising products through our
national, local and regional sales teams.

As of December 29, 2016, we had 46 advertising sales and client development related personnel (including
management and sales support staff) within our national sales group. During 2016, approximately 30% of the total
compensation of the national sales staff was related to bonus or commission, which is based on achieving certain sales targets
in order to enhance coordination and teamwork. Our national sales organization has proven to be profitable and scalable, as
we have not added a significant number of sales personnel as our network has expanded. Our national sales staff is located in
our sales offices in New York City, Woodland Hills, CA (outside Los Angeles), Chicago and Detroit.

Our local and regional advertising sales staff, comprised of account directors and telesales representatives, is located
throughout the country, with each covering an average of 112 screens per representative. Their responsibility is to sell cinema
advertising to local clients as well as larger regional advertisers. During 2016, approximately 72% of the compensation for
local sales staff was based on an individual sales commission on collected sales. As our network and local business grows, it
may require the addition of sales personnel to cover the new markets or screens. As of December 29, 2016, we had 202 sales
personnel (including management and sales support staff) within our local and regional sales groups, the majority of which
work out of their homes located within the markets they sell.

We market our advertising products through our marketing group located primarily in our New York City sales office.
We aggressively market and sell directly to clients as well as advertising agencies, including our participation in the
television upfront advertising selling process (the “Upfront), which is launched each year with a presentation to clients and
advertising agencies in New York City during the main TV Upfront week. Based on the success of our Upfront efforts, we
believe that we are capturing additional market share from traditional advertising media platforms such as broadcast and
cable television. We also believe that enhanced research regarding cinema advertising and expanded analytics about our
network has aided our sales efforts by providing our customers with compelling statistical evidence of the superiority of our
cinema advertising products relative to other advertising mediums based on metrics such as brand recognition, message
recall, and likeability which can enable them to target their customers. Our research team conducts our own proprietary
studies, and we also commission third-party market research to assist our sales team. We also promote our advertising
products through public relations, social media and advertising in national trade publications. As of December 29, 2016, this
team had 34 personnel based primarily in New York that focus on the marketing, research, public relations and corporate
development aspects of our business.

Our media and creative services department, based primarily in our Centennial, CO headquarters, uses state-of-the-art
proprietary and non-proprietary technologies and practices to ensure the highest possible cinematic image and sound quality
for our FirstLook pre-show and LEN programming distributed over our network. We provide a full spectrum of 2-D and 3-D
production and post-production services to our advertising clients on a per contract fee basis, or as part of their advertising
commitment, including audio enhancements, color correction and noise reduction. We believe that our expertise in creating
and optimizing content for cinema playback within our FirstLook pre-show has been instrumental in our ability to provide a
better experience for movie audiences, as well as enhances our ability to attract and retain our on-screen advertising clients
and build and retain relationships with network affiliates. For national clients, our expertise in cinematic production and our
ability to tailor advertisements developed for television, online or mobile to the high-definition cinema playback format
required for the big screen allows our media team to use existing advertising creative, making it easier to add cinema to their
media mix. For local clients, our ability to serve as a creative agency and develop full sight, sound and motion high-definition



cinema advertisements to meet their needs and budget reduces a significant barrier to entry for smaller businesses. During
2016, we produced and performed post-production services for approximately 41% of the local advertisements that played
across our network. The founding members also engage us for the production of their on-screen concession product
advertisements and policy trailers. As of December 29, 2016, we had 59 personnel that focused on the media, production and
creative services aspects of our business.

Operations and Planning—As of December 29, 2016, we had 109 personnel based primarily in our Centennial, CO
headquarters that focused on the sales operations, planning and network operations aspects of our business.

Enterprise Information Systems, Finance, Legal, People & Organization, Affiliate Partnerships and
Administration—As of December 29, 2016, we had 165 personnel based primarily in our Centennial, CO headquarters that
focused on the Enterprise Information Systems, Finance, Legal, People & Organization (human resources), Affiliate
Partnerships and Administration aspects of our business.

Competition

Our advertising business competes in the estimated $191 billion U.S. advertising industry with many other forms of
marketing media, including television, radio, print, internet, mobile and outdoor display advertising. While cinema
advertising represents a small portion of the overall advertising industry today, we believe it is well positioned to capitalize
on the shift of advertising spending away from traditional media, in particular television where consumers can skip
advertisements through DVRs and other new digital technology, to newer and more targeted forms of media.

Our advertising business also competes with many other providers of cinema advertising, which vary substantially in
size. As the largest cinema advertising network in the U.S., we believe that we are able to generate economies of scale,
operating efficiencies and enhanced opportunities for our clients to reach an engaged movie audience on both a national and
local level that allow us to better compete for premium video dollars in the larger advertising marketplace.

Competitive Strengths
We believe that several strengths position us well to compete in an increasingly fragmented media landscape.
Superior National Advertising Network

We believe that our cinema advertising network is an attractive option for marketers on both a national and local level,
and delivers measurable results for our clients that are comparable, and indeed superior, to the television, online and mobile,
or other video advertising networks that we compete against in the marketplace.

Extensive National Market Coverage—QOur contractual agreements with the founding members and network affiliates
provide long-term exclusive access (subject to limited exceptions) to sell cinema advertising across the largest network of
digitally-equipped theaters in the U.S. This allows us to offer advertisers the broad reach and national scale that they need in
an increasingly fragmented media marketplace.

As of December 29, 2016:

e  Our advertising network consisted of 20,548 screens (17,022 operated by the founding members) located in
1,622 theaters (1,274 operated by the founding members) in 48 states and the District of Columbia, including
each of the top 25 and 50 DMAs®, and 189 DMAs® in total;

e Approximately 73% of our screens (77% of our attendance) were located within the top 50 U.S. DMAs" and
approximately 32% of our screens (37% of our attendance) were located within the top 10 U.S. DMAs".
Theaters within our network represented approximately 70%, 68%, and 66% of the total theater attendance
in theaters that present advertising in the top 10, top 25 and top 50 U.S. DMAs”, respectively and 63% for
all DMAs®, providing a very attractive platform for national advertisers who want exposure in larger
markets or on a national basis;

e  Our total annual network theater attendance was approximately 688.8 million (586.2 million from the
founding members), which decreased 0.8% compared to 2015. Our network of modern theaters represented
approximately 57% of the total U.S. theater attendance, with some of the most highly attended theaters in the
industry, as measured by screens per location and attendance per screen;

e The average screens per theater in our network was 12.7 screens, 1.8 times the U.S. theater industry average,
and the aggregate annual attendance per screen of theaters included in our network during 2016 was 33,523,
versus the U.S. theater industry average attendance per indoor screen of 32,893, using metrics reported by
the National Association of Theatre Owners (“NATO”).
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Scalable, State-of-the-Art Digital Content Distribution Technology—Our use of the combination of satellite and
terrestrial network technology, combined with the design and functionality of our DCS and NOC infrastructure, makes our
network efficient and scalable and also allows us to target specific audiences and provide advertising scheduling flexibility
and reporting. We have also focused our efforts on shortening lead times through our Turbo initiative to accelerate the
delivery time of media from proposal to on-screen across our network of movie theaters nationwide. While we had been able
to offer this to national clients previously, this has also allowed us to shorten the lead-times for local and regional advertisers
to run their ads in the FirstLook pre-show to less than 72 hours from proposal to delivery of the ad on screen (comparable to
TV), which is a significant improvement over the cinema industry’s traditional turn-around time frame and gives businesses
that rely on time-sensitive promotional advertising strategies, such as car dealerships, retail stores and Quick Service
Restaurants (“QSR”), the opportunity to take advantage of the power of cinema.

This scalability of our distribution technology has allowed us to expand our cinema advertising network with minimal
additional capital expenditures or personnel, and we expect to benefit from this scalability in the future as we add new
theaters from the founding members, our existing network affiliate relationships and the addition of new network affiliates.

Millennials, Content and Data

We believe that the Millennial audiences (age 18-34) in our network of theaters, the premium content of Hollywood
films and our FirstLook pre-show, and the advances we have made in cinema advertising data all give us a competitive
advantage in the media marketplace.

Access to a Highly Attractive, Engaged Audience—We offer advertisers the ability to reach highly-coveted target
demographics, including young, affluent, and educated moviegoers. According to Nielsen Cinema Audience Reports for
2016, 54% of the NCM LLC audience were between the ages of 12-34 and our Millennial movie-going audience (age 18-34)
grew over 16% in 2015, compared to 2014 and was up 4% in 2016. Further, 38% of NCM LLC moviegoers have a
household income greater than $100,000 (versus 28% of the general population) and 37% have received a Bachelor’s degree
or higher (versus 29% of the general population) according to the 2016 Doublebase GfK MRI Study.

Because of the impact of cinema’s state-of-the-art immersive video and audio presentation, we also believe that movie
audiences are highly engaged with the advertising and entertainment content that they view in our distraction-free theater
environment. According to industry research, cinema advertising has significantly higher recall rates than advertising shown
on television. And, cinema is one of the few advertising mediums where the ability to skip or turn off the marketing messages
is limited.

Innovative, Branded Pre-Feature Content—The film content created by Hollywood studios is considered by many to
be the finest entertainment content in the world, which creates a highly-desirable advertising environment for brands. We
believe that our entertainment and advertising pre-feature program, FirstLook, provides a high-quality entertainment
experience for theater audiences and an effective marketing platform for advertisers. By partnering with leading media,
entertainment, technology and other companies, we are able to provide better original content for our audience and more
impact for the advertiser. Because we offer local and national “pods” within our FirstLook pre-show, we are consistent with
the placement of ads on television networks, which allows us to be more easily integrated into traditional sight-sound-and-
motion media buys.

Superior Audience Measurability and Targeting—As with many other advertising mediums, we are measured by third-
party research companies such as Nielsen Holdings PLC that provide us with the percentage of the total attendance in their
seats at various times during our FirstLook pre-show. What differentiates us from other advertising mediums, however, is
that we also receive monthly attendance information by film, by rating and by screen for all of the founding member theaters
and the theaters operated by our network affiliates, which allows us to report the actual audience size for each showing of a
film, including our FirstLook pre-show. We believe that the ability to provide this level of detailed information to our clients
gives us a distinct competitive advantage over traditional media platforms whose measurement is based only on
extrapolations of a very small sample of the total audience.

During 2016, we continued to invest in our inventory management systems to expand our ability to target audiences by
film genre. Our Cinema Audience Targeting Optimizer (“CATO”) now allows advertisers to go beyond targeting by the
Motion Picture Association of America (“MPAA”) rating (G/PG, PG13 and R) to build media schedules at the film and genre
level, more effectively targeting a brand’s key audience by matching it to the movie titles and/or genres that can best deliver
that audience in a given campaign schedule.
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In 2016, we also began the development of our cloud-based Data Management Platform (“DMP”’) which we believe
will allow us to provide even more robust campaign data and analytics to our clients. To further enhance the connection
between brands and movie audiences, we will also be filtering media schedules through our new DMP — the first of its kind
in the cinema industry — which will allow us to offer transaction-based insights, better targeted campaigns and closed-loop
return on investment.

Integrated Marketing Products

Our ability to bundle our on-screen advertising opportunities with integrated lobby, online and mobile marketing
products allow us to offer advertisers multiple touchpoints to reach movie audiences before, during and after the film to
execute true 360-degree marketing programs. We believe these multiple marketing impressions throughout the entire
entertainment experience allows our advertisers to extend the exposure for their brands and products and create a more
engaging relationship with the consumer that is not available with broadcast or cable television or traditional display
advertising.

Contractual Theater Circuit Partner and Advertiser Relationships

Our exclusive multi-year contractual relationships with our founding members and network affiliates allow us to offer
advertisers a national network with the scale, flexibility and targeting to meet their marketing needs. Our exclusive multi-year
contractual relationships with our content partners and PSA sponsors, as well as our agreements to satisfy the founding
members’ on-screen marketing obligations to their beverage concessionaires, provide us with a significant upfront revenue
commitment, accounting for approximately 30% of our total revenue for the year ended December 29, 2016. In addition, our
participation in the annual advertising Upfront marketplace has allowed us to secure significant annual upfront commitments
from national advertisers looking to secure premium cinema inventory.

Strong Operating Margins with Limited Capital Requirements

Our annual Adjusted OIBDA margins have been consistently strong, ranging from approximately 49% to 52% over the
last five years. (Refer to “Item 6. Selected Financial Data-Notes to the Selected Historical Financial and Operating Data” for
a discussion of the calculation of Adjusted OIBDA margin, which is a non-GAAP financial measure, and the reconciliation to
operating income.) In addition, the founding members and their Digital Cinema Integration Partners, LLC (“DCIP”) joint
venture have invested substantial capital to deploy, expand and upgrade the network equipment within their theaters
including the recent deployment of the newer and higher quality digital cinema equipment. Due to the network equipment
investments made by the founding members and network affiliates (in some cases through the DCIP digital cinema
implementation joint venture) in new and acquired theaters and the requirements in the ESAs for the founding members to
make future investments for equipment replacements, and the scalable nature of our NOC and other infrastructure, we do not
expect to make major capital investments to grow our operations as our network of theaters expands.

Our capital expenditures have ranged from approximately 2% to 3% of revenues over the last five years. For the year
ended December 29, 2016, our capital expenditures were $13.3 million, of which only $1.1 million primarily related to
investments in network equipment to add new network affiliate theaters. We believe our expected level of Adjusted OIBDA
and capital expenditures should provide us with the strategic and financial flexibility to pursue the further expansion of our
national theater network, invest in other growth opportunities and continue to make dividend payments to our stockholders.

Our Strategy

We are continuing to pursue a growth strategy that involves growing our network affiliate partnerships, growing on-
screen revenue, expanding digital product offerings, ensuring that we are the first choice for our customers, developing our
people and capabilities, and allocating resources to strategy.

Grow the Business
We intend to focus on growing our business in the following strategic ways.

Grow Affiliate Partnerships—Our relationships with our exhibitors are a key and renewed focus of our business. In
2016, we created a new Affiliate Partnership team dedicated to serving the needs of our founding member theater circuits and
our more than 40 network affiliates nationwide. We continuously seek to expand our theater circuit customer base and add
new network affiliate partners to our network that will allow us to increase our revenue by increasing the number of
impressions we have available to sell to advertisers. It is also important to note that, under the terms of the ESAs and
common unit adjustment agreement with the founding members and our network affiliate agreements, all new theaters built
or acquired (subject to existing advertising sales agreements) by the founding members or network affiliates will become part
of our network. Since NCM Inc.’s February 2007 IPO, the founding members have added approximately 4,000 net new
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screens and 38 network affiliates have been added to our network with approximately 2,600 screens. During 2016, we added
187 net screens from the founding members and network affiliates and thus far in 2017 we have entered into contracts to add
new affiliates with 370 screens. We expect this expansion to continue to improve our geographic coverage and enhance our
ability to compete with other national advertising mediums, which will allow our exhibitor customers to maximize the
advertising value of their audiences.

Grow On-Screen Revenue—We plan to continue our successful strategy of selling our inventory like premium video
in the larger advertising marketplace, once again utilizing the annual television upfront selling process to maximize our use
of inventory. This Upfront strategy has yielded positive results over the past five years, and we believe that the increased
market awareness among media buyers and clients raises our credibility as a medium and allows us to gain upfront
commitments traditionally made exclusively to cable and broadcast television networks, and more recently online and mobile
networks. Further, we believe it will help to increase our share of video advertising spending by increasing the number of
clients and client industries that buy our network. Over time, this greater shift toward more Upfront commitments allows us
to bundle several flights throughout the year and stabilize month-to-month and quarter-to-quarter CPM volatility by
increasing overall inventory utilization and balancing that utilization throughout the year. Consistent with the television
industry upfront booking practices, a portion of our upfront commitments have cancellation options or options to reduce the
amount that advertisers may purchase that could reduce what is ultimately spent by clients that have made upfront
commitments and we would need to rely on the scatter market to replace those commitments.

At our fifth annual Upfront presentation in May of 2016 during the TV Upfront week, we announced several initiatives
for better data-enhanced targeting, including CATO, which allows advertisers to go beyond targeting by MPAA rating to
build media schedules at the film and genre level, and our new DMP — the first of its kind in the cinema industry — which will
allow us to offer transaction-based insights, better targeted campaigns and closed-loop return on investment. We believe that
these enhanced targeting capabilities will help to attract and retain a larger and more diverse range of advertising clients and
thus grow our revenue.

We also intend to increase our market share of local and regional advertising spending by aggressively pursuing further
integration into agency planning and buying tools, such as our relationship with STRATA, a leader in media buying and
selling software, which allowed agencies to buy cinema advertising in the National Spot marketplace for the first time in
2016. By making NCM an option in this and other industrywide and in-house agency planning and buying systems, we
believe we can remove barriers to entry by incorporating cinema into media plans and tapping into new pools of advertising
dollars. We also plan to introduce additional ways to optimize our regional inventory into our regional sales process,
including expanding national, and instituting dynamic pricing that is responsive to week-to-week market demand and
inventory availability on a regional level as we have successfully done on a national level.

Collect and Leverage Movie Audience Data—We intend to continue to secure additional data partnerships that will
allow us to collect and leverage movie audience data to enhance the attractiveness of our cinema advertising products to
advertisers. In addition, we plan to enhance and expand our digital marketing products beyond our Cinema Accelerator
product, which identifies moviegoers’ mobile devices as they enter a theater, and re-engages them with a brand’s messages
wherever they are consuming content — on mobile devices, social media, or online.

Reinvent the Lobby—As our founding member and network affiliate theater circuit partners continue to reinvent their
lobby business, we plan to work with them and follow their lead to leverage technology partnerships and stabilize other lobby
inventory to make the lobby a better source of advertising revenue for both our advertising customers and our circuit partners.

Be the First Choice for Customers

Our approach is to always strive to be the first choice for our customers, including our advertising and agency
customers, our exhibitors, and movie studios. By offering innovative on-screen, in-lobby and digital cinema advertising
solutions to connect brands to unique, engaged and valuable young adult audiences at scale, we believe we can offer our
advertiser and agency customers a valuable and effective marketing option that cannot be duplicated in any other medium. As
the first choice for our customers, we can continue to expand our advertising client base and increase our market share of
U.S. advertising spending. Our national sales team was successful in adding 34 clients in 2016 that were first time clients or
had not advertised with us since our IPO. These new clients added in 2016 included companies in the apparel, beer, cable
TV, computer hardware, department store, financial products and services, fitness, home audio equipment, home product,
hotels and resorts, internet site, movie studio, personal care product, prepared food, family restaurant, supermarket,
telecommunication hardware, tourism, toy and video game industries. Despite this growth, we believe there are still
thousands of potential clients that currently advertise on other mediums such as television but have yet to advertise on our
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network. These strategies are designed to expand our relationships with existing advertising clients and broaden our
advertising client base in new and existing client industries.

Develop People and Capabilities

Our success is tied to the quality of our management and staff. In order to ensure that we retain and attract high quality
personnel, we seek to foster and maintain a culture that focuses on teamwork, personal growth, inclusion and diversity. We
will continue to make meaningful investments in internal and external training programs for our management and staff to
ensure that our personnel have, or build, the skillsets necessary to support our evolution and growth objectives. We have also
adopted a succession plan that includes short-term and long-term planning elements to allow us to successfully continue
operations should any of our senior management team become unavailable to us.

Resources to Strategy

We will continue to assess and eliminate off-target resources for a strategic focus on the future of NCM. We will be
allocating resources to continuity and growth, with a focus from our staff on financial responsibility with company resources.

Dividend Policy

Our dividend policy is described in “Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and
Issuer Purchases of Equity Securities—Dividend Policy”.

Intellectual Property Rights

We have been granted a perpetual, royalty-free license from the founding members to use certain proprietary software
for the delivery of digital advertising and other content through our DCN to screens in the U.S. We have made improvements
to this software since the [PO date and we own those improvements exclusively, except for improvements that were
developed jointly by us and the founding members.

We have secured U.S. trademark registrations for NCM, National CineMedia, NCM Media Networks, and Movie Night
Out. It is our practice to defend our trademarks and other intellectual property rights, including the associated goodwill, from
infringement by others. We are aware that other persons or entities may use names and marks containing variations of our
registered trademarks and other marks and trade names. Potentially, claims alleging infringement of intellectual property
rights, such as trademark infringement, could be brought against us by the users of those other names and marks. If any such
infringement claim were to prove successful in preventing us from either using or prohibiting a competitor’s use of our
registered trademarks or other marks or trade names, our ability to build brand identity could be negatively impacted.

Government Regulation

Currently, we are not subject to regulations specific to the sale and distribution of cinema advertising. We are subject to
federal, state and local laws that govern businesses generally such as wage and hour and worker compensation laws.

Available Information

We maintain a website at www.ncm.com, on which we will post free of charge our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and any amendments to these reports under the heading
“Investor Relations” located at the bottom of the page as soon as reasonably practicable after we electronically file such
material with, or furnish it to, the Securities and Exchange Commission (the “SEC”). We also regularly post information
about the Company on the Investor Relations page. We do not incorporate the information on our website into this document
and you should not consider any information on, or that can be accessed through, our website as part of this document. You
may read and copy any materials we file with the SEC at the Securities and Exchange Commission Public Reference Room at
100 F. Street, N.E., Washington, D.C. 20549. The SEC also maintains a website that contains our reports and other
information at www.sec.gov.

Executive Officers of the Registrant

Shown below are the names, ages as of the filing date of this Form 10-K, and current positions of our executive
officers. There are no family relationships between any of the persons listed below, or between any of such persons and any
of the directors of the Company or any persons nominated or chosen by the Company to become a director or executive
officer of the Company.
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Name Age Position

Andrew J. England.......... 52 Chief Executive Officer and Director

Clifford E. Marks............ 55 President

Katherine L. Scherping... 57 Chief Financial Officer

Ralph E. Hardy ............... 66 Executive Vice President and General Counsel
Geri R. House ................. 40 Executive Vice President, People and Organization

Andrew J. England. Mr. England was appointed Chief Executive Officer and Director of NCM, Inc. on January 1,
2016. Mr. England has a long career in marketing, previously serving as the Executive Vice President and Chief Marketing
Officer of MillerCoors, LLC from 2010 until July 2015. From 2008 to 2010, Mr. England served as the Chief Marketing
Officer of the then newly formed MillerCoors, LLC. From 2006 to 2008 he served as Chief Marketing Officer of Coors
Brewing Co. Prior to that, Mr. England was Vice President and General Manager of Hershey’s Snacks division, Director of
the Reese’s Brand, and carried out various marketing and brand management roles for over ten years at Nabisco Biscuit
Company and Cadbury Schweppes. Mr. England holds a Master of Business Administration degree from Stanford
University and a bachelor’s degree in Engineering Science from Durham University in the United Kingdom.

Clifford E. Marks. Mr. Marks was appointed President of NCM, Inc. in May 2016. Prior to his current position, Mr.
Marks served as President of Sales and Marketing of NCM, Inc. in February 2007 and held those same positions with NCM
LLC since March 2005. He has been an advertising, marketing and sales professional for 25 years. Mr. Marks also served as
president of sales and marketing with Regal Entertainment Group’s media subsidiary, Regal CineMedia Corporation, from
May 2002 to May 2005. Before joining Regal CineMedia, Mr. Marks was a senior vice president at ESPN/ABC Sports where
he oversaw its advertising sales organization from 1998 to May 2002.

Katherine L. Scherping. Ms. Scherping was appointed Chief Financial Officer in August 2016. Prior to joining NCM,
Inc., Ms. Scherping served as interim President and Chief Executive Officer of QCE LLC and subsidiaries (d/b/a Quiznos)
since June 2016 to July 2016 and as Chief Financial Officer from December 2013 to July 2016. From October 2011 through
July 2016, Ms. Scherping was a consultant for Deloitte LLP, providing leadership training to partners and other executives.
From June 2005 to July 2011, she served as Chief Financial Officer of Red Robin Gourmet Burgers, Inc. Ms. Scherping
holds a Bachelor of Science degree in accounting from Northern Illinois University and is a certified public accountant.

Ralph E. Hardy. Mr. Hardy was appointed Executive Vice President and General Counsel of NCM, Inc. in February
2007 and held those same positions with NCM LLC since March 2005. Prior to his current position, from May 2002 to May
2005, Mr. Hardy served as Executive Vice President and General Counsel for Regal CineMedia Corporation. From 1989 to
2002, Mr. Hardy has held various legal executive positions with United Artists Theatre Company and its predecessors.

Geri R. House. Ms. House was appointed Executive Vice President, People and Organization of NCM, Inc. on January
19, 2017, and held that same position with NCM LLC since January 2015. Prior to this position, from November 2010 to
January 2015, Ms. House served as Senior Vice President, People and Organization for NCM LLC, and from February 2010
to November 2010 as Vice President, Deputy General Counsel and Assistant Secretary for NCM LLC. From 2002 to 2010,
Ms. House was in a private practice with two international law firms, Hogan Lovells and Faegre Baker Daniels, where she
specialized in commercial litigation as well as employment litigation and counseling. Ms. House holds a Bachelor of Arts
degree from Simon Fraser University in Canada and a Juris Doctor degree from Harvard Law School.

Item 1A Risk Factors

Ownership of the common stock and other securities of the Company involves certain risks. Holders of the Company’s
securities and prospective investors should consider carefully the following risks and other information in this document,
including our historical financial statements and related notes included herein. The risks and uncertainties described in this
document are not the only ones facing us. If any of the risks and uncertainties described in this document actually occur, our
business, financial condition and results of operations could be adversely affected in a material way. This could cause the
trading price of our common stock to decline, perhaps significantly, and you may lose part or all of your investment.

Risks Related to Our Business and Industry

Significant declines in theater attendance or viewership of our FirstLook pre-show could reduce the attractiveness of
cinema advertising and could reduce our revenue

Our business is affected by the level of attendance at the founding member’s theaters and to a lesser extent our network
affiliates, who operate in a highly competitive industry whose attendance is reliant on the presence of motion pictures that
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attract audiences. Over the last 20 years, theater attendance has fluctuated from year to year but on average has remained
relatively flat at an aggregate annual growth rate of less than 0.5%. The value of our advertising business could be adversely
affected by a decline in theater attendance or even the perception by media buyers that our network is no longer relevant to
their marketing plan due to the decreases in attendance and geographic coverage. Further, the value of our national on-screen
advertising and to a lesser extent our local and regional advertising is based on the number of theater patrons that are in their
seats and thus have the opportunity to view the FirstLook pre-show. Factors that could reduce attendance at our network
theaters or viewership of our FirstLook pre-show include the following:

e if NCM LLC’s network theater circuits cannot compete with other out-of-home entertainment due to an
increase in the use of alternative film delivery methods (and the shortening of the “release window” between
the release of major motion pictures to the alternative delivery methods), including network, syndicated cable
and satellite television and DVDs, as well as video-on-demand, pay-per-view services, video streaming and
downloads via the Internet;

e theater circuits in NCM LLC’s network continue to renovate auditoriums in certain of their theaters to install
new larger, more comfortable seating, which reduces the number of seats in a theater auditorium. This
renovation has been viewed favorably by patrons and many theater circuits have noted an intent to continue
such renovations;

e many theater circuits in NCM LLC’s network offer reserved seating (utilized in approximately 19% of our
network as of December 29, 2016), often in the newly renovated theaters described above, which allows
patrons to reserve a seat which could affect how early patrons arrive to the theater and reduce the number of
patrons that are in a theater seat to view the FirstLook pre-show;

e changes in theater operating policies and patron amenities, including the number and length of trailers for
upcoming films that are played prior to the start of the feature film, which if the length of trailers increases, it
could result in the FirstLook pre-show starting further out from the show time of the film;

e any reduction in consumer confidence or disposable income in general that reduces the demand for motion
pictures or adversely affects the motion picture production industry;

e the success of first-run motion pictures, which depends upon the production and marketing efforts of the major
studios and the attractiveness and value proposition of the movies to consumers compared to other forms of
entertainment;

e if the theaters in our network fail to maintain their theaters and provide amenities that consumers prefer;

e if studios begin to reduce the number of feature films produced and their investments in those films or reduce
the investments made to market those films;

e if future theater attendance declines significantly over an extended time period, one or more of the founding
members or network affiliates may face financial difficulties and could be forced to sell or close theaters or
reduce the number of screens it builds or upgrades; and

e NCM LLC’s network theater circuits also may not successfully compete for licenses to exhibit quality films
and are not assured a consistent supply of motion pictures since they do not have long-term arrangements with
major film distributors.

Any of these circumstances could reduce our revenue because our national advertising revenue, and local advertising to
a lesser extent, depends on the number of theater patrons who view our advertising and pre-feature show.

Our plans for developing additional revenue opportunities may not be implemented and may not be achieved

We are considering potential opportunities for revenue growth, which we describe in “Business—Our Strategy.” The
development of our online and mobile advertising network and mobile apps, as well as, collecting and leveraging movie
audience data, and the integration of these marketing products with our core on-screen and theater lobby production is at an
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early stage and is under increasing competitive pressure from many online and mobile networks and others, and may not
deliver the future benefits that we are expecting. Should these offerings not continue to grow in importance to advertising
clients and agencies, they may not provide a way to help expand our cinema advertising business as it matures and begins to
compete with new or improved advertising platforms including online and mobile video services.

The markets for advertising are competitive and we may be unable to compete successfully

The market for advertising is very competitive. Cinema advertising is a small component of video advertising in the
U.S. and thus, we must compete with established, larger and better known national and local media platforms such as cable,
broadcast and satellite television networks and other video media platforms including those distributed on the internet and
mobile networks. In addition to these video advertising platforms, we compete to a lesser extent for advertising directly with
several additional media platforms, including radio, various local print media and billboards. We also compete with several
other local and national cinema advertising companies. We expect all of these competitors to devote significant effort to
maintaining and growing their business at our expense. We also expect existing competitors and new entrants to the
advertising business, most notably the online and mobile advertising companies, to constantly revise and improve their
business models to meet expectations of advertising clients or competing media platforms, including us. If we cannot
respond effectively to changes in the media marketplace in response to new entrants or advances by our existing competitors,
our business may be adversely affected.

Our business and operations have experienced growth, and we may be unable to effectively manage or continue the
growth of our network and advertising inventory

We have experienced, and may continue to experience, growth in our headcount and operations, which has placed, and
could continue to place, significant demands on our management and operational infrastructure. If we do not effectively
manage our growth, the quality of our services could suffer, which could negatively affect our brand and our relationships
with our current advertising clients. High turnover, loss of specialized talent or insufficient capital could also place
significant demands on management and the success of the organization. Additionally, we may not be able to continue to
expand our network and our advertising inventory which could negatively affect our ability to add new advertising clients.
To effectively manage this growth and continue to expand our network and inventory, we will need to continue to improve
our systems. These enhancements and improvements could require an additional allocation of financial and management
resources. If the improvements are not implemented successfully in a timely manner, our ability to manage our limited
advertising inventory, create improved audience targeting capabilities for our clients and continue our growth in the future
will be impaired and we may have to make significant additional expenditures to address these issues. Further, the amount of
inventory we have to sell is limited by the length of the FirstLook pre-show and in order to maintain growth we will need to
expand the number of theaters and screens in our network. If we are unable to maintain the size of our network, or grow our
network, our revenue and operating results could be adversely impacted.

If we do not continue to upgrade our technology, our business could fail to grow and revenue and operating margins
could decline

Failure to successfully or cost-effectively implement upgrades to our in-theater advertising network and proposal and
inventory control, audience targeting and other management systems could limit our ability to offer our clients innovative
unique, integrated and targeted marketing products, which could limit our future revenue growth. New advertising platforms
such as online and mobile networks, and traditional mediums including television networks are beginning to use new digital
technology to reach a broader audience with more targeted marketing products, and failure by us to upgrade our technology
could hurt our ability to compete with those companies. Under the ESAs, the founding members are required to provide
technology that is consistent with that in place at the signing of the ESA. We may request that the founding members upgrade
the equipment or software installed in their theaters, but we must negotiate with the founding members as to the terms of such
upgrade, including cost sharing terms, if any. If we are not able to come to an agreement on a future upgrade request, we
may elect to pay for the upgrades requested which could result in our incurring significant capital expenditures, which could
adversely affect our results. Over the last several years, we have been upgrading our proposal and inventory control systems,
and developing enhancements to these systems that will allow us to target theater audiences more effectively. The failure or
delay in implementation of such upgrades or problems with the integration with our other systems and software could slow or
prevent the growth of our business in the future. In addition, the failure or delay in implementation of such upgrades or
problems with the integration of our systems and software could slow or prevent the growth of our business.
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Economic uncertainty or deterioration in economic conditions may adversely impact our business, operating results or
financial condition

The financial markets have experienced in the not so distant past extreme disruption and volatility and certain parts of
the world-wide economy remain fragile. A future decline in consumer confidence in the U.S. may lead to decreased demand
for our services or delay in payments by our advertising customers. As a result, our results of operations and financial
condition could be adversely affected. These challenging economic conditions also may result in:

° increased competition for fewer advertising and entertainment programming dollars;

° pricing pressure that may adversely affect revenue and gross margin;

° reduced credit availability and/or access to capital markets;

o difficulty forecasting, budgeting and planning due to limited visibility into the spending plans of current or

prospective customers; or
o customer financial difficulty and increased risk of uncollectible accounts.

Our Adjusted OIBDA is derived from high margin advertising revenue, and the reduction in spending by or loss of a
national or group of local advertisers could have a meaningful adverse effect on our business

We generated all of our Adjusted OIBDA from our high margin advertising business. A substantial portion of our
advertising revenue relates to contracts with terms of a month or less. Advertisers will not continue to do business with us if
they believe our advertising medium is ineffective or overly expensive. In addition, large advertisers generally have set
advertising budgets, most of which are focused on traditional media platforms like television and recently online and mobile
networks. Reductions in the size of advertisers’ budgets due to local or national economic trends, a shift in spending to new
advertising mediums like the internet and mobile platforms or other factors could result in lower spending on cinema
advertising. Because of the high incremental margins on our individual advertising contracts, if we are unable to remain
competitive and provide value to our advertising clients, they may reduce their advertising purchases or stop placing
advertisements with us, which on large contracts even the loss of a small number of clients would negatively affect our
Adjusted OIBDA.

The loss of any major content partner or advertising customer could significantly reduce our revenue

We derive a significant portion of our revenue from our contracts with our content partners, PSAs and NCM LLC’s
founding members’ agreements to purchase on-screen advertising for their beverage concessionaires. We currently have
marketing relationships with eight content partners, seven of which expire in 2017 and one in 2018. None of these companies
individually accounted for over 10% of our total revenue during the year ended December 29, 2016. However, the
agreements with the content partners, PSAs and beverage advertising with the founding members in aggregate accounted for
approximately 30%, 30% and 34% of our total revenue during the years ended December 29, 2016, December 31, 2015 and
January 1, 2015, respectively. Because we derive a significant percentage of our total revenue from a relatively small
number of large companies, the loss of one or more of them as a customer could decrease our revenue and adversely affect
current and future operating results.

We depend upon our senior management and our business may be adversely affected if we cannot retain or replace them

Our success depends in part upon the retention of our experienced senior management with specialized industry, sales
and technical knowledge and/or industry relationships. In August 2015, our former Chief Executive Officer announced his
resignation and, following a defined search process conducted by our Board of Directors, a new Chief Executive Officer was
appointed in January 2016. We also appointed a Chief Financial Officer in August 2016 following a defined search process
by our Board of Directors. Our Chief Financial Officer position was previously split between our Interim Co-Chief Financial
Officers. If other critical members of our senior management team or other employees with special skills leave, we might not
be able to find qualified internal or external replacements; accordingly, the loss of critical members of our senior
management team and key employees could have a material adverse effect on our ability to effectively pursue our business
strategy and our relationships with advertisers and content partners. We do not have key-man life insurance covering any of
our employees.
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Changes in the ESAs with, or lack of support by, the founding members could adversely affect our revenue, growth and
profitability

The ESAs with the founding members are critical to our business. The three ESAs each have an initial term of 30 years
beginning February 13, 2007 and provide us with a five-year right of first refusal, which begins one year prior to the end of
the term of the ESA on February 13, 2037. The founding members’ theaters represent approximately 83% of the screens and
approximately 85% of the attendance in our network as of December 29, 2016. If any one of the ESAs was terminated, not
renewed at its expiration or found to be unenforceable, it would have a material adverse effect on our revenue, profitability
and financial condition.

The ESAs require the continuing cooperation, investment and support of the founding members, the absence of which
could adversely affect us. Pursuant to the ESAs, the founding members must make investments to replace digital network
equipment within their theaters and equip newly constructed theaters with digital network equipment. If the founding
members do not have adequate financial resources or operational strength, and if they do not replace equipment or equip new
theaters to maintain the level of operating functionality that we have today, or if such equipment becomes obsolete, we may
have to make additional capital expenditures or our advertising revenue and operating margins may decline.

If the non-competition provisions of the ESAs are deemed unenforceable, the founding members could compete against
us and our business could be adversely affected

With certain limited exceptions, each of the ESAs prohibits the applicable founding member from engaging in any of
the business activities that we provide in the founding member’s theaters under the amended ESAs, and from owning
interests in other entities that compete with us. These provisions are intended to prevent the founding members from harming
our business by providing cinema advertising services directly to their theaters or by entering into agreements with third-
party cinema advertising providers. However, under state and federal law, a court may determine that a non-competition
covenant is unenforceable, in whole or in part, for reasons including, but not limited to, the court’s determination that the
covenant:

o is not necessary to protect a legitimate business interest of the party seeking enforcement;
o unreasonably restrains the party against whom enforcement is sought; or
o is contrary to the public interest.

Enforceability of a non-competition covenant is determined by a court based on all of the facts and circumstances of
the specific case at the time enforcement is sought. For this reason, it is not possible for us to predict whether, or to what
extent, a court would enforce the non-competition provisions contained in the ESAs. If a court were to determine that the
non-competition provisions are unenforceable, the founding members could compete directly against us or enter into an
agreement with another cinema advertising provider that competes against us. Any inability to enforce the non-competition
provisions, in whole or in part could cause our revenue to decline.

If one of the founding members declared bankruptcy, the ESA with that founding member may be rejected, renegotiated
or deemed unenforceable

Each of the founding members currently has a significant amount of indebtedness, which is rated below investment
grade. In 2000 and 2001, several major motion picture exhibition companies filed for bankruptcy, including United Artists,
Edwards Theatres and Regal Cinemas (which are predecessor companies to Regal), and General Cinemas and Loews
Cineplex (which are predecessor companies to AMC). The industry-wide construction of larger, more expensive megaplexes
featuring stadium seating in the late 1990s that rendered existing, smaller, sloped-floor theaters under long-term leases
obsolete and unprofitable, were significant contributing factors to these bankruptcies. If a bankruptcy case were commenced
by or against a founding member, it is possible that all or part of the ESA with that founding member could be rejected by a
trustee in the bankruptcy case pursuant to Section 365 or Section 1123 of the United States Bankruptcy Code, or by the
founding member, and thus not be enforceable. Alternatively, the founding member could seek to renegotiate the ESA in a
manner less favorable to us than the existing agreement. Should the founding member seek to sell or otherwise dispose of
theaters or remove theaters from our network through bankruptcy or for other business reasons, if the acquirer did not agree
to continue to allow us to sell advertising in the acquired theaters the number of theaters in our advertising networks would
be reduced which in turn would reduce the number of advertising impressions available to us and thus could reduce our
advertising revenue.
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The ESAs allow the founding members to engage in activities that might compete with certain elements of our business,
which could reduce our revenue and growth potential

The ESAs contain certain limited exceptions to our exclusive right to use the founding members’ theaters for our
advertising business. The founding members have the right to enter into a limited number of strategic cross-marketing
relationships with third-party, unaffiliated businesses for the purpose of generating increased attendance or revenue (other
than revenue from the sale of advertising). These strategic marketing relationships can include the use of one minute on the
LEN and certain types of lobby promotions and can be provided at no cost, but only for the purpose of promoting the
products or services of those businesses while at the same time promoting the theater circuit or the movie-going experience.
The use of LEN or lobby promotions by the founding members for these advertisements and programs could result in the
founding members creating relationships with advertisers that could adversely affect our current LEN and lobby promotions
advertising revenue and profitability as well as the potential we have to grow that advertising revenue in the future. The LEN
and lobby promotions represented approximately 4% of our total advertising revenue for the year ended December 29, 2016.
The founding members do not have the right to use their movie screens (including the FirstLook pre-show or otherwise) for
promoting these cross-marketing relationships, and thus we will have the exclusive rights to advertise on the movie screens,
except for limited advertising related to theater operations.

The founding members also have the right to install a second network of video monitors in the theater lobbies in excess
of those required to be installed for the LEN. This additional lobby video network, which we refer to as the founding
members’ lobby network, may be used by the founding members to promote products or services related to operating the
theaters, such as concessions and loyalty programs. The presence of the founding members’ lobby network within the lobby
areas could reduce the effectiveness of our LEN, thereby reducing our current LEN advertising revenue and profitability and
adversely affecting future revenue potential associated with that marketing platform.

The founding members and our network affiliates are subject to substantial government regulation, which could slow
their future growth of locations and screens and in turn slow our growth prospects.

The founding members and our network affiliates are subject to various federal, state and local laws, regulations and
administrative practices affecting their movie theater business, including provisions regulating antitrust, health and sanitation
standards, access for those with disabilities, environmental, and licensing. Some of these laws and regulations also apply
directly to us and NCM LLC. Changes in existing laws or implementation of new laws, regulations and practices could have
a significant impact on the founding members, our network affiliates’ and our respective businesses. For example, to the
extent that antitrust laws, regulation and enforcement policy restrict the ability of the founding members or the network
affiliates to acquire additional theaters, it may slow the future growth of those founding members or network affiliates and in
turn the growth of our network.

Our business relies heavily on our technology systems, and any failures or disruptions may materially and adversely affect
our operations

In the conduct of our business, we rely on information technology networks and systems, some of which are managed
by third parties, to process, transmit and store electronic information and manage and support a variety of business processes
and activities. The temporary or permanent loss of our computer equipment and software systems, through cyber and other
security threats, operating malfunction, software virus, human error, natural disaster, power loss, terrorist attacks, or other
catastrophic events, could disrupt our operations and cause a material adverse impact. These problems may arise in both
internally developed systems and the systems of third-party service providers. We devote significant resources to
maintaining a disaster recovery location separate from our operations, network security and other measures to protect our
network from unauthorized access and misuse. However, depending on the nature and scope of a disruption, if our
technology systems were to fail and we were unable to recover in a timely way through our disaster recovery site, we would
be unable to fulfill critical business functions, which could lead to a loss of customers and could harm our reputation.
Technological breakdown could also interfere with our ability to comply with financial reporting and other regulatory
requirements.

Our business, services, or technology may infringe on intellectual property rights owned by others, which may interfere
with our ability to provide services or expose us to increased liability or expense

Intellectual property rights of our business include the copyrights, trademarks, trade secrets and patents of our in-
theater, online, and mobile services, including the websites we operate at ncm.com, movienightout.com and
firstlookonline.com, our mobile app Movie Night Out®, and the features and functionality, content, and software we make
available through those websites and app. We rely on our own intellectual property rights as well as intellectual property
rights obtained from third parties to conduct our business and provide our in-theater, online, and mobile services. We may
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discover that our business or the technology we use to provide our in-theater, online, or mobile services infringes patent,
copyright, or other intellectual property rights owned by others. In addition, our competitors or others may claim rights in
patents, copyrights, or other intellectual property rights that will prevent, limit or interfere with our ability to provide our in-
theater, online, or mobile services either in the U.S. or in international markets. Further, the laws of certain foreign countries
may not protect our intellectual property rights to the same extent as do the laws of the U.S.

The content we distribute through our in-theater, online or mobile services may expose us to liability

Our in-theater, online, and mobile services facilitate the distribution of content. This content includes advertising-
related content, as well as, movie and television content, music and other media, much of which is obtained from third
parties. Our websites also include features enabling users to upload or add their own content to the websites and modify
certain content on the websites. As a distributor of content, we face potential liability for negligence, copyright, patent or
trademark infringement, or other claims based on the content that we distribute. We or entities that we license content from
may not be adequately insured or indemnified to cover claims of these types or liability that may be imposed on us.

The user information we collect and maintain through our online and mobile services may expose us to liability

In order to take advantage of some of the online and mobile services we provide, users are required to establish an
account on one of our websites. As a result, we will collect and maintain personal identifying information about those users.
We also collect and maintain personal identifying information about users who view certain advertising displayed through
our online and mobile services. The collection and use of personal identifiable information is governed by federal and state
privacy, information security and consumer protection-related laws and regulations. These laws continue to evolve and may
be inconsistent from one jurisdiction to another. Compliance with all such laws and regulations may increase our operating
costs and adversely impact our ability to interact with users of our online and mobile services. Our collection and use of
personal identifying information regarding users of our online and mobile services could result in legal liability. For
example, the failure, or perceived failure, to comply with federal or state privacy information security or consumer
protection-related laws or regulations or our posted privacy policies could result in actions against us by governmental
entities or others. If an actual or perceived breach of our data occurs, the market perception of the effectiveness of our
security measures could be harmed, and we could lose users of these services and the associated benefits from gathering such
user data.

Changes in regulations relating to the Internet or other areas of our online or mobile services may result in the need to
alter our business practices or incur greater operating expenses

A number of regulations, including those referenced below, may impact our business as a result of our online or mobile
services. The Digital Millennium Copyright Act has provisions that limit, but do not necessarily eliminate, liability for
posting, or linking to third-party websites that include materials that infringe copyrights or other rights. Portions of the
Communications Decency Act are intended to provide statutory protections to online service providers who distribute third-
party content. The Child Online Protection Act and the Children’s Online Privacy Protection Act restrict the distribution of
materials considered harmful to children and impose additional restrictions on the ability of online services to collect
information from minors. The costs of compliance with these regulations, and other regulations relating to our online and
mobile services or other areas of our business, may be significant. The manner in which these and other regulations may be
interpreted or enforced may subject us to potential liability, which in turn could have an adverse effect on our business,
results of operations, or financial condition. Changes to these and other regulations may impose additional burdens on us or
otherwise adversely affect our business and financial results because of, for example, increased costs relating to legal
compliance, defense against adverse claims or damages, or the reduction or elimination of features, functionality or content
from our online or mobile services. Likewise, any failure on our part to comply with these and other regulations may subject
us to additional liabilities.

Our revenue and Adjusted OIBDA fluctuate from quarter to quarter and may be unpredictable, which could increase the
volatility of our stock price

A weak advertising market or the shift in spending of a major client from one quarter to another, the performance of
films released in a given quarter, a disruption in the release schedule of films or changes in the television scatter market could
significantly affect quarter-to-quarter results or even affect results for the entire fiscal year. Because our results may vary
from quarter to quarter and may be unpredictable, our financial results for one quarter cannot necessarily be compared to
another quarter or the same quarter in prior years and may not be indicative of our financial performance in subsequent
quarters. These variations in our financial results could contribute to volatility in our stock price.
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Risks Related to Our Corporate Structure

We are a holding company with no operations of our own, and we depend on distributions and payments under the NCM
LLC operating and management services agreements from NCM LLC to meet our ongoing obligations and to pay cash
dividends on our common stock

We are a holding company with no operations of our own and have no independent ability to generate cash flow other
than interest income on cash balances. Consequently, our ability to obtain operating funds primarily depends upon
distributions from NCM LLC. The distribution of cash flows and other transfers of funds by NCM LLC to us are subject to
statutory and contractual restrictions based upon NCM LLC’s financial performance, including NCM LLC’s compliance with
the covenants in its senior secured credit facility and indentures, and the NCM LLC operating agreement. The NCM LLC
senior secured credit facility and indentures limit NCM LLC’s ability to distribute cash to its members, including us, based
upon certain leverage tests, with exceptions for, among other things, payment of our income taxes and a management fee to
NCM, Inc. pursuant to the terms of the management services agreement (incorporated in the ESA). Refer to the information
provided under Note 9 to the audited Consolidated Financial Statements included elsewhere in this document for leverage
discussion. The declaration of future dividends on our common stock, will be at the discretion of our Board of Directors and
will depend upon many factors, including NCM LLC’s results of operations, financial condition, earnings, capital
requirements, limitations in our debt agreements and legal requirements. Once the NCM, Inc. cash balances and investments
are extinguished, we will be unable to pay dividends to our stockholders or pay other expenses outside the ordinary course of
business if NCM LLC fails to comply with these covenants and is unable to distribute cash to us quarterly.

Pursuant to the management services agreement between us and NCM LLC, NCM LLC makes payments to us to fund
our day-to-day operating expenses, such as payroll. However, if NCM LLC has insufficient cash flow to make the payments
pursuant to the management services agreement, we may be unable to cover these expenses.

As a member of NCM LLC, we incur income taxes on our proportionate share of any net taxable income of NCM
LLC. We have structured the NCM LLC senior secured credit facility and indentures to allow NCM LLC to distribute cash to
its members (including us and NCM LLC’s founding members) in amounts sufficient to cover their tax liabilities and
management fees, if any. To the extent that NCM LLC has insufficient cash flow to make such payments, it could have a
material adverse effect on our business, financial condition, results of operations or prospects.

NCM LLC’s substantial debt obligations could impair our financial condition or prevent us from achieving our business
goals

NCM LLC is party to substantial debt obligations. The senior secured credit facility and indentures contain restrictive
covenants that limit NCM LLC’s ability to take specified actions and prescribe minimum financial maintenance requirements
that NCM LLC must meet. Because NCM LLC is our only operating subsidiary, complying with these restrictions may
prevent NCM LLC from taking actions that we believe would help us to grow our business. For example, NCM LLC may be
unable to make acquisitions, investments or capital expenditures as a result of such covenants. Moreover, if NCM LLC
violates those restrictive covenants or fails to meet the minimum financial requirements, it would be in default, which could,
in turn, result in defaults under other obligations of NCM LLC. Any such defaults could materially impair our financial
condition and liquidity. For further information, refer to Note 9 to the audited Consolidated Financial Statements included
elsewhere in this document.

I[f NCM LLC is unable to meet its debt service obligations, it could be forced to restructure or refinance the obligations,
seek additional equity financing or sell assets. We may be unable to restructure or refinance these obligations, obtain
additional equity financing or sell assets on satisfactory terms or at all. In addition, NCM LLC’s indebtedness could have
other negative consequences for us, including without limitation:

° limiting NCM LLC’s ability to obtain financing in the future;

° requiring much of NCM LLC’s cash flow to be dedicated to interest obligations and making it unavailable for
other purposes, including payments to its members (including NCM, Inc.);

o limiting NCM LLC’s liquidity and operational flexibility in changing economic, business and competitive
conditions which could require NCM LLC to consider deferring planned capital expenditures, reducing
discretionary spending, selling assets, restructuring existing debt or deferring acquisitions or other strategic
opportunities; and

° making NCM LLC more vulnerable to an increase in interest rates, a downturn in our operating performance or
decline in general economic conditions.
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Despite NCM LLC’s current levels of debt, it or NCM, Inc. may still incur substantially more debt, including secured debt,
which would increase the risks associated with NCM LLC’s level of debt

The agreements relating to NCM LLC’s debt, including the Notes due 2022, Notes due 2026 and the senior secured
credit facility, limit but do not prohibit NCM LLC’s ability to incur additional debt, and do not place any restrictions on
NCM, Inc.’s ability to incur debt. Accordingly, NCM, Inc. or NCM LLC could incur additional debt in the future, including
additional debt under the senior secured credit facility, additional senior or senior subordinated notes and additional secured
debt. If new debt is added to current debt levels, the related risks that we now face, including those described above under
“—NCM LLC’s substantial debt obligations could impair our financial condition or prevent us from achieving our business
goals,” could intensify.

NCM LLC’s founding members or their affiliates may have interests that differ from those of our public stockholders and
they may be able to influence our affairs

So long as an NCM LLC founding member beneficially owns at least 5% of NCM LLC’s issued and outstanding
common membership units, approval of at least 90% of the directors then in office (provided that if the board has less than
ten directors, then the approval of at least 80% of the directors then in office) will be required before we may take any of the
following actions or we, in our capacity as manager of NCM LLC, may authorize NCM LLC to take any of the following
actions:

° assign, transfer, sell or pledge all or a portion of the membership units of NCM LLC beneficially owned by
NCM, Inc.;

° acquire, dispose, lease or license assets with an aggregate value exceeding 20% of the fair market value of the
business of NCM LLC operating as a going concern;

° merge, reorganize, recapitalize, reclassify, consolidate, dissolve, liquidate or enter into a similar transaction;

° incur any funded indebtedness or repay, before due, any funded indebtedness with a fixed term in an aggregate
amount in excess of $15.0 million per year;

° issue, grant or sell shares of NCM, Inc. common stock, preferred stock or rights with respect to common or
preferred stock, or NCM LLC membership units or rights with respect to membership units, except under
specified circumstances;

° amend, modify, restate or repeal any provision of NCM, Inc.’s certificate of incorporation or bylaws or the NCM
LLC operating agreement;

° enter into, modify or terminate certain material contracts not in the ordinary course of business as defined under
applicable securities laws;

° except as specifically set forth in the NCM LLC operating agreement, declare, set aside or pay any redemption
of, or dividends with respect to membership interests;

o amend any material terms or provisions (as defined in the NASDAQ rules) of NCM, Inc.’s equity incentive plan
or enter into any new equity incentive compensation plan;

o make any change in the current business purpose of NCM, Inc. to serve solely as the manager of NCM LLC or
any change in the current business purpose of NCM LLC to provide the services as set forth in the ESAs; and

o approve any actions relating to NCM LLC that could reasonably be expected to have a material adverse tax effect
on NCM LLC’s founding members.

Pursuant to a director designation agreement, so long as an NCM LLC founding member owns at least 5% of NCM
LLC’s issued and outstanding common membership units, such NCM LLC founding member will have the right to designate
a total of two nominees to our nine-member Board of Directors who will be voted upon by our stockholders. One such
designee by each NCM LLC founding member must meet the independence requirements of the stock exchange on which
our common stock is listed. If, at any time, any NCM LLC founding member owns less than 5% of NCM LLC’s then issued
and outstanding common membership units, then such NCM LLC founding member shall cease to have any rights of
designation.

If any director designee to our board designated by NCM LLC’s founding members is not appointed to our board,
nominated by us or elected by our stockholders, as applicable, then each of NCM LLC’s founding members (so long as such
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NCM LLC founding member continues to own at least 5% of NCM LLC’s issued and outstanding common membership
units) will be entitled to approve specified actions of NCM LLC.

For purposes of calculating the 5% ownership threshold for the supermajority director approval rights and director
designation agreement provisions discussed above, shares of our common stock held by a founding member and received
upon redemption of NCM LLC common membership units will be counted toward the threshold. Common membership units
issued to NCM, Inc. in connection with the redemption of common membership units by a NCM LLC founding member will
be excluded, so long as such NCM LLC founding member continues to hold the common stock acquired through such
redemption or such NCM LLC founding member has disposed of such shares of common stock to another NCM LLC
founding member. Shares of our common stock otherwise acquired by NCM LLC’s founding members will also be excluded,
unless such shares of common stock were transferred by one NCM LLC founding member to another and were originally
received by the transferring NCM LLC founding member upon redemption of NCM LLC common membership units.

Under these circumstances, our corporate governance documents will allow the founding members and their affiliates
to exercise a greater degree of influence in the operation of our business and that of NCM LLC and the management of our
affairs and those of NCM LLC than is typically available to stockholders of a publicly-traded company. Even if NCM LLC’s
founding members or their affiliates own a minority economic interest (but not less than 5%) in NCM LLC, they may be able
to continue exerting such degree of influence over us and NCM LLC.

Different interests among the founding members or between the founding members and us could prevent us from
achieving our business goals

For the foreseeable future, we expect that our Board of Directors will include directors and certain executive officers of
our founding members and other directors who may have commercial or other relationships with NCM LLC’s founding
members. The majority of NCM LLC’s outstanding membership interests also are owned by NCM LLC’s founding
members. NCM LLC’s founding members compete with each other in the operation of their respective businesses and could
have individual business interests that may conflict with those of the other founding members. Their differing interests could
make it difficult for us to pursue strategic initiatives that require consensus among NCM LLC’s founding members.

In addition, the structural relationship we have with NCM LLC’s founding members could create conflicts of interest
among NCM LLC’s founding members, or between NCM LLC’s founding members and us, in a number of areas relating to
our past and ongoing relationships. There is not any formal dispute resolution procedure in place to resolve conflicts between
us and an NCM LLC founding member or between NCM LLC founding members. We may not be able to resolve any
potential conflicts between us and an NCM LLC founding member and, even if we do, the resolution may be less favorable
to us than if we were negotiating with an unaffiliated party.

The corporate opportunity provisions in our certificate of incorporation could enable NCM LLC’s founding members to
benefit from corporate opportunities that might otherwise be available to us

Our certificate of incorporation contains provisions related to corporate opportunities that may be of interest to both
NCM LLC’s founding members and us. It provides that if a corporate opportunity is offered to us, NCM LLC or one or more
of the officers, directors or stockholders (both direct and indirect) of NCM, Inc. or a member of NCM LLC that relates to the
provision of services to motion picture theaters, use of theaters for any purpose, sale of advertising and promotional services
in and around theaters and any other business related to the motion picture theater business (except services as provided in
the ESAs as from time to time amended and except as may be offered to one of our officers in his capacity as an officer), no
such person shall be liable to us or any of our stockholders (or any affiliate thereof) for breach of any fiduciary or other duty
by reason of the fact that such person pursues or acquires such business opportunity, directs such business opportunity to
another person or fails to present such business opportunity, or information regarding such business opportunity, to us. This
provision applies even if the business opportunity is one that we might reasonably be deemed to have pursued or had the
ability or desire to pursue if granted the opportunity to do so.

In addition, our certificate of incorporation and the NCM LLC operating agreement expressly provide that NCM LLC’s
founding members may have other business interests and may engage in any other businesses not specifically prohibited by
the terms of the certificate of incorporation, including the exclusivity provisions of the ESAs. The parent companies of NCM
LLC’s founding members are not bound by the ESAs and therefore could develop new media platforms that could compete
for advertising dollars with our services. Further, we may also compete with NCM LLC’s founding members or their
affiliates in the area of employee recruiting and retention. These potential conflicts of interest could have a material adverse
effect on our business, financial condition, results of operations or prospects if attractive corporate opportunities are allocated
by NCM LLC’s founding members to themselves or their other affiliates or we lose key personnel to them.
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The agreements between us and NCM LLC’s founding members were made in the context of an affiliated relationship
and may contain different terms than comparable agreements with unaffiliated third parties

The ESAs and the other contractual agreements that we have with NCM LLC’s founding members were originally
negotiated in the context of an affiliated relationship in which representatives of NCM LLC’s founding members and their
affiliates comprised our entire Board of Directors. As a result, the financial provisions and the other terms of these
agreements, such as covenants, contractual obligations on our part and on the part of NCM LLC’s founding members and
termination and default provisions may be less favorable to us than terms that we might have obtained in negotiations with
unaffiliated third parties in similar circumstances.

Our certificate of incorporation and bylaws contain anti-takeover protections that may discourage or prevent strategic
transactions, including a takeover of our company, even if such a transaction would be beneficial to our stockholders

Provisions contained in our certificate of incorporation and bylaws, the NCM LLC operating agreement, provisions of
the Delaware General Corporation Law (“DGCL”), could delay or prevent a third party from entering into a strategic
transaction with us, even if such a transaction would benefit our stockholders. For example, our certificate of incorporation
and bylaws:

o establish supermajority approval requirements by our directors before our board may take certain actions;

° authorize the issuance of “blank check” preferred stock that could be issued by our Board of Directors to increase
the number of outstanding shares, making a takeover more difficult and expensive;

° establish a classified Board of Directors;

° allow removal of directors only for cause;

° prohibit stockholder action by written consent;

o do not permit cumulative voting in the election of directors, which would otherwise allow less than a majority of

stockholders to elect director candidates; and

o provide that NCM LLC’s founding members will be able to exercise a greater degree of influence over the
operations of NCM LLC, which may discourage other nominations to our Board of Directors, if any director
nominee designated by NCM LLC’s founding members is not elected by our stockholders.

These restrictions could keep us from pursuing relationships with strategic partners and from raising additional capital,
which could impede our ability to expand our business and strengthen our competitive position. These restrictions could also
limit stockholder value by impeding a sale of us or NCM LLC. Further, these restrictions could restrict or limit certain
investors from owning our stock.

Any future issuance of membership units by NCM LLC and subsequent redemption of such units for common stock could
dilute the voting power of our existing common stockholders and adversely affect the market value of our common stock

The common unit adjustment agreement and the ESAs provide that we will issue common membership units of NCM
LLC to account for changes in the number of theater screens NCM LLC’s founding members operate and which are made
part of our advertising network. Historically, in most years each of NCM LLC’s founding members has increased the number
of screens it operates. If this trend continues, NCM LLC may issue additional common membership units to NCM LLC’s
founding members to reflect their increase in net screen count. Each common membership unit may be redeemed in exchange
for, at our option, shares of our common stock on a one-for-one basis or a cash payment equal to the market price of one
share of our common stock. If a significant number of common membership units were issued to NCM LLC’s founding
members, NCM LLC’s founding members elected to redeem such units, and we elected to issue common stock rather than
cash upon redemption, the voting power of our common stockholders could be diluted. Other than the maximum number of
authorized shares of common stock in our certificate of incorporation, there is no limit on the number of shares of our
common stock that we may issue upon redemption of an NCM LLC founding member’s common membership units in NCM
LLC. For further information, refer to Note 4 to the audited Consolidated Financial Statements included elsewhere in this
document.

Our future issuance of preferred stock could dilute the voting power of our common stockholders and adversely affect the
market value of our common stock

The future issuance of shares of preferred stock with voting rights may adversely affect the voting power of the holders
of our other classes of voting stock, either by diluting the voting power of our other classes of voting stock if they vote
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together as a single class, or by giving the holders of any such preferred stock the right to block an action on which they have
a separate class vote even if the action were approved by the holders of our other classes of voting stock.

The future issuance of shares of preferred stock with dividend or conversion rights, liquidation preferences or other
economic terms favorable to the holders of preferred stock could adversely affect the market price for our common stock by
making an investment in the common stock less attractive. For example, investors in the common stock may not wish to
purchase common stock at a price above the conversion price of a series of convertible preferred stock because the holders of
the preferred stock would effectively be entitled to purchase common stock at the lower conversion price causing economic
dilution to the holders of common stock.

If we or NCM LLC’s founding members are determined to be an investment company, we would become subject to
burdensome regulatory requirements and our business activities could be restricted

We do not believe that we are an “investment company” under the Investment Company Act of 1940, as amended. As
sole manager of NCM LLC, we control NCM LLC, and our interest in NCM LLC is not an “investment security” as that term
is used in the Investment Company Act of 1940. If we were to stop participating in the management of NCM LLC, our
interest in NCM LLC could be deemed an “investment security” for purposes of the Investment Company Act of 1940.
Generally, a company is an “investment company” if it owns investment securities having a value exceeding 40% of the
value of its total assets (excluding U.S. government securities and cash items). Our sole material asset is our equity interest in
NCM LLC. A determination that such asset was an investment security could result in our being considered an investment
company under the Investment Company Act of 1940. As a result, we would become subject to registration and other
burdensome requirements of the Investment Company Act. In addition, the requirements of the Investment Company Act of
1940 could restrict our business activities, including our ability to issue securities.

We and NCM LLC intend to conduct our operations so that we are not deemed an investment company under the
Investment Company Act. However, if anything were to occur that would cause us to be deemed an investment company, we
would become subject to restrictions imposed by the Investment Company Act of 1940. These restrictions, including
limitations on our capital structure and our ability to enter into transactions with our affiliates, could make it impractical for
us to continue our business as currently conducted and could have a material adverse effect on our financial performance and
operations.

We also rely on representations of NCM LLC’s founding members that they are not investment companies under the
Investment Company Act. If any NCM LLC founding member were deemed an investment company, the restrictions placed
upon that NCM LLC founding member might inhibit its ability to fulfill its obligations under its ESA or restrict NCM LLC’s
ability to borrow funds.

Our tax receivable agreement with NCM LLC’s founding members is expected to reduce the amount of overall cash flow
that would otherwise be available to us and will increase our potential exposure to the financial condition of NCM LLC’s
founding members

Our initial public offering and related transactions have the effect of reducing the amounts NCM, Inc. would otherwise
pay in the future to various tax authorities as a result of an increase in its proportionate share of tax basis in NCM LLC’s
tangible and intangible assets. We have agreed in our tax receivable agreement with NCM LLC’s founding members to pay
to NCM LLC’s founding members 90% of the amount by which NCM, Inc.’s tax payments to various tax authorities are
reduced as a result of the increase in tax basis. After paying these reduced amounts to tax authorities, if it is determined as a
result of an income tax audit or examination that any amount of NCM, Inc.’s claimed tax benefits should not have been
available, NCM, Inc. may be required to pay additional taxes and possibly penalties and interest to one or more tax
authorities. If this were to occur and if one or more of NCM LLC’s founding members was insolvent or bankrupt or
otherwise unable to make payment under its indemnification obligation under the tax receivable agreement, then NCM, Inc.’s
financial condition could be negatively impacted.

The substantial number of shares that are eligible for sale could cause the market price for our common stock to decline
or make it difficult for us to sell equity securities in the future

We cannot predict the effect, if any, that market sales of shares of common stock by NCM LLC’s founding members
will have on the market price of our common stock from time to time. Sales of substantial amounts of shares of our common
stock in the public market, or the perception that those sales will occur, could cause the market price of our common stock to
decline or make future offerings of our equity securities more difficult. We expect AMC over the next 28 months to dispose
of shares of NCM, Inc. as required by the settlement agreement between AMC and the U.S. Department of Justice (the
“D0J”) entered into in connection with AMC’s recent acquisition of Carmike Cinemas. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Known Trends and Uncertainties — Trends Related to
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Ownership in NCM LLC.” If we are unable to sell equity securities at times and prices that we deem appropriate, we may be
unable to fund growth. The founding members may receive up to 77,320,333 shares of common stock as of December 29,
2016 upon redemption of their outstanding common membership units of NCM LLC. The resale of these shares of common
stock has been registered as required by the terms of the registration rights agreement between NCM Inc. and the founding
members. Additionally, once options and restricted stock held by our employees become vested and/or exercisable, as
applicable, to the extent that they are not held by one of our affiliates, the shares acquired upon vesting or exercise are freely
tradable. Refer to Note 10 to the audited Consolidated Financial Statements included elsewhere in this document.

Item 1B. Unresolved Staff Comments

None.
Item 2. Properties

Information with respect to our corporate headquarters and regional offices is presented below as of December 29,
2016. We own no material real property. We believe that all of our present facilities are adequate for our current needs and
that additional space is available for future expansion on acceptable terms.

Location Facility Size

Centennial, CO (1) .ccccovvvvveecieiiieeiie e Headquarters (including the NOC) 82,721 sq. ft.
Chicago, IL (2)..ecoieiieieiieieeteeeeeeeee Advertising Sales Office 3,971 sq. ft.
New YOrk, NY (3) cooeoeieiieiieeeeeeeeeeeeeien Advertising Sales Office 17,498 sq. ft.
Woodland Hills, CA (4) ..cccvevvieeiieiieeie e Advertising Sales Office 6,062 sq. ft.
Minneapolis, MN (5) ....ccceecvierrieeirieiiieeiee e Software Development Office 5,989 sq. ft.
Newport Beach, CA (6) ....cccovvevveeniieeiiecieeeieeeen Regional Advertising Sales Office 1,417 sq. ft.
Detroit, ML (7).ccoceeeieeeeeee e Advertising Sales Office 200 sq. ft.

(1)  This facility is leased through June 30, 2021.

(2)  This facility is leased through September 30, 2017.

(3)  This facility is leased through April 30, 2017. A new property in New York, NY (21,892 sq. ft.) will be leased
beginning March 1, 2017 through April 30, 2032.

(4)  This facility is leased through November 30, 2019.

(5)  This facility is leased through September 30, 2022.

(6)  This facility is leased through July 31, 2019.

(7)  This facility is leased through March 22, 2017.

Item 3. Legal Proceedings

We are sometimes involved in legal proceedings arising in the ordinary course of business. We are not aware of any
other litigation currently pending that would have a material adverse effect on our operating results or financial condition.

Item 4. Mine Safety Disclosures

Not applicable.
PART 11

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market Information

Our common stock, $0.01 par value, has traded on The NASDAQ Global Market under the symbol “NCMI” since
February 8, 2007 (our IPO closed on February 13, 2007). There were 184 stockholders of record as of February 20, 2017
(does not include beneficial holders of shares held in “street name™). The following table sets forth the historical high and
low sales prices per share for our common stock as reported on The NASDAQ Global Market for the fiscal periods indicated
and the amount of cash dividends declared per share.
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Fiscal 2016

Cash Dividend
Declared Per
High Low Share
First Quarter (January 1, 2016 — March 31, 2016) ................. $ 1571 § 14.08 $ 0.22
Second Quarter (April 1, 2016 — June 30, 2016).................... $ 1576 § 13.47 $ 0.22
Third Quarter (July 1, 2016 — September 29, 2016)............... $ 16.10 § 1438 $ 0.22
Fourth Quarter (September 30, 2016 — December 29, 2016) ... $ 16.05 § 1337 $ 0.22
Fiscal 2015
Cash Dividend
Declared Per
High Low Share
First Quarter (January 2, 2015 — April 2, 2015) .....cceveneeene. $ 1577 § 13.65 $ 0.22
Second Quarter (April 3, 2015 — July 2, 2015)......ccoeevnennee. $ 16.76 § 1433 $ 0.22
Third Quarter (July 3, 2015 — October 1, 2015) .......ceevenneenee. $ 16.04 § 1197 § 0.22
Fourth Quarter (October 2, 2015 — December 31, 2015)........ $ 1633 § 13.15 $ 0.22
Dividend Policy

We intend to distribute over time a substantial portion of our free cash flow (distributions from NCM LLC less income
taxes and payments under the tax receivable agreement with the founding members) in the form of dividends to our
stockholders. The declaration, payment, timing and amount of any future dividends payable will be at the sole discretion of
our Board of Directors who will take into account general economic and advertising market business conditions, our financial
condition, our available cash, our current and anticipated cash needs, and any other factors that the Board of Directors
considers relevant. Under Delaware law, dividends may be payable only out of surplus, which is our total assets minus total
liabilities less the par value of our common stock, or, if we have no surplus, out of our net profits for the fiscal year in which
the dividend is declared and/or the preceding fiscal year. For tax purposes, our dividends paid in 2015 and 2016 were treated
as a return of capital to stockholders.

Use of Proceeds from Sale of Registered Securities
None.
Unregistered Sales of Equity Securities and Use of Proceeds

NCM, Inc.’s Amended and Restated Certificate of Incorporation and the Third Amended and Restated Limited
Liability Company Operating Agreement, as amended, of NCM LLC provide a redemption right to the NCM LLC members
to exchange common membership units of NCM LLC for shares of NCM, Inc.’s common stock on a one-for-one basis, or at
NCM, Inc.’s option, a cash payment equal to the market price of one share of NCM, Inc.’s common stock.

On December 21, 2015, NCM LLC received a Notice of Redemption from AMC, and NCM, Inc.’s Board of Directors
authorized the exchange of 200,000 units for 200,000 shares of NCM, Inc. common stock. In connection with delivering the
Notice of Redemption, AMC surrendered common membership units to NCM LLC for cancellation and NCM, Inc.
contributed shares of its common stock to NCM LLC in exchange for an amount of newly issued common units equal to the
number of units surrendered by AMC. NCM LLC distributed the shares of NCM, Inc.’s common stock to AMC to complete
the redemption on December 30, 2015. The issuance of shares in this redemption was exempt from registration as the
transaction by NCM, Inc. did not involve a public offering. As of December 29, 2016, these shares had not been sold and
AMC owned 200,000 shares of NCM, Inc. common stock.

On November 22, 2016, NCM, Inc. issued 40,000 shares of its common stock, subject to restrictions, to an operating
company in connection with the execution of a multi-year commercial agreement. The shares are restricted and subject to
vesting and forfeiture provisions, whereby, 20,000 shares vest at the end of the initial five-year term of the commercial
agreement and the remaining 20,000 shares would vest at the end of a five-year renewal period, if renewed. The shares have
not been registered under the Securities Act of 1933, as amended (the “Securities Act”), and were issued pursuant to the
exemption from registration contained in Section 4(a)(2) of the Securities Act.

Share Repurchase Program

None.
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Issuer Purchases of Equity Securities

The table below provides information about shares delivered to the Company from restricted stock held by Company
employees upon vesting for the purpose of funding the recipient’s tax withholding obligations.

(d)
Maximum
(c) Number (or
Total Number ~ Approximate
of Shares Dollar Value)
Purchased as of Shares that

Part of may yet be
(a) (b) Publicly Purchased
Total Number  Average Price Announced under

. of Shares Paid Per Plans or the Plans or

Period Purchased Share Programs Programs
September 30, 2016 through October 27, 2016 ................ — — — N/A
October 28, 2016 through December 1, 2016................... 6,556 $ 13.63 — N/A
December 2, 2016 through December 29, 2016................ — — — N/A

Equity Compensation Plan

Refer to “Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters” for information regarding securities authorized for issuance under our equity compensation plans which is
incorporated in this Item by this reference.

Stock Performance Graph

The following graph compares the cumulative total stockholder return on the common stock of the Company (including
dividends paid) for the period December 29, 2011 through December 29, 2016 with the Russell 2000 Index and the Dow
Jones US Media TSM.

The comparisons in the graph below are based upon historical data and are not indicative of, or intended to forecast,
future performance of our common stock.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*

Among National CineMedia Inc, the Russell 2000 Index,
and the Dow Jones US Media TSM Index
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—+&— National CineMedia Inc — & — Russell 2000
---©--- Dow Jones US Media TSM

*$100 invested on 12/29/11 in stock or 12/29/11 in index, including reinvestment of dividends.
Indexes calculated on month-end basis.

Copyright© 2017 Dow Jones & Co. All rights reserved.

Dec. 29, 2011 Dec. 27, 2012 Dec. 26, 2013 Jan. 1, 2015 Dec. 31, 2015 Dec. 29, 2016

National CineMedia, Inc.................... 100.00 117.46 166.17 119.45 130.59 121.70
Russell 2000.........ccccoveoveineineneanne 100.00 112.41 156.06 161.71 152.47 182.98
Dow Jones US Media TSM .............. 100.00 132.41 195.84 217.41 206.92 232.19
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Item 6. Selected Financial Data
Selected Historical Financial and Operating Data

The following table sets forth our historical selected financial and operating data for the periods indicated. The selected
financial and operating data should be read in conjunction with the other information contained in this document, including
“Business,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations”, the audited
historical Consolidated Financial Statements and the notes thereto included elsewhere in this document, and historical audited
Consolidated Financial Statements, which have not been included in this document.

The results of operations data for the years ended December 29, 2016, December 31, 2015 and January 1, 2015 and the
balance sheet data as of December 29, 2016 and December 31, 2015 are derived from the audited Consolidated Financial
Statements of NCM, Inc. included elsewhere in this document. The results of operations data for the years ended December
26,2013 and December 27, 2012 and the balance sheet data as of January 1, 2015, December 26, 2013 and December 27,
2012 are derived from the audited Consolidated Financial Statements of NCM, Inc.

Results of Operations Data Years Ended
Dec. 29, Dec. 31, Jan. 1, Dec. 26, Dec. 27,
($ in millions, except per share data) 2016 2015 2015 2013 2012
REVENUE:
AAVETISING .o $ 4476 $§ 4465 $§ 3940 $§ 4263 $§  409.5
Fathom EVents........cccooeieiiiniiniiiieccees — — — 36.5 39.3
TOtal. oo 447.6 446.5 394.0 462.8 448.8
OPERATING EXPENSES:
Advertising operating CoSts ........ccocvereereerueeueneeniens 30.0 30.8 26.4 29.0 313
Fathom Events operating costs..........ccoceevveevieneennnens — — — 25.5 29.0
NEtWOTK COSES c..vevieiieiieriieiieicecee e 17.1 17.8 18.3 19.4 19.8
Theater access fees—founding members .................. 75.1 72.5 70.6 69.4 64.5
Selling and marketing COStS.......ceevvvervvrerveerieeneeenne, 72.8 72.3 57.6 61.5 60.5
Merger termination fee and related merger costs ...... — 343 7.5 — —
Administrative and other Costs ..........cccevererenenenn. 43.8 38.6 29.5 29.4 31.5
Depreciation and amortization...............ceeverveereeennens 35.8 32.2 32.4 26.6 20.4
Total . 274.6 298.5 242.3 260.8 257.0
OPERATING INCOME .....cccocoiininininiiiicicenc, 173.0 148.0 151.7 202.0 191.8
NON-OPERATING EXPENSES .....cccocviiiiiiiiininns 76.8 66.5 76.2 52.0 99.8
INCOME BEFORE INCOME TAXES........cccceounee. 96.2 81.5 75.5 150.0 92.0
Provision for inCOMe taxes .......c.ccocevereeevenvevenennenne. 9.2 17.8 9.9 20.2 26.7
CONSOLIDATED NET INCOME........cccccccceninnnne. 87.0 63.7 65.6 129.8 65.3
Less: Net income attributable to noncontrolling
TIECTESES vttt 61.6 48.3 52.2 88.6 51.9
NET INCOME ATTRIBUTABLE TO NCM, Inc.......... $ 254 § 154 § 134 § 412 § 13.4
EARNINGS PER NCM, INC. COMMON SHARE:
BaSIC ettt $ 042 % 026 $ 023 $ 0.74 $ 0.25
DiIluted ..o $ 042 §$ 026 $ 023 8§ 073 8§ 0.24
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Other Financial and Operating Data Years Ended

(in millions, except cash dividend declared per common share Dec. 29, Dec. 31, Jan. 1, Dec. 26, Dec. 27,
and screen data) 2016 2015 2015 2013 2012
OIBDA (1) vttt $§ 2088 $ 1802 § 1841 $§ 22866 $ 2122
Adjusted OIBDA (1) ..ccooiiiiiiiiniinininieeeeeieeesien $ 2307 $ 2299 $ 1993 $§ 2345 § 2212
Adjusted OIBDA margin (1) .....ccccoceeereeereecienienencnnens 51.5% 51.5% 50.6% 50.7% 49.3%
Capital expenditures............cooveeererieeereeeieieeeeeeeeevees $ 133 § 13.0 8§ 88 $ 10.6 $ 104
Cash dividend declared per common share..................... $ 088 § 088 § 138 § 088 § 0.88
Founding member screens at period end (2) (6) ............. 17,022 16,981 16,497 16,562 15,528
Total screens at period end (3) (6) ....cccvevevevevecevecireieinnns 20,548 20,361 20,109 19,878 19,359
DCN screens at period end (4) (6) .....ccoevveveveverecereieannnns 20,080 19,760 19,251 19,054 18,491
Total attendance for period (5) (6) ......ccevvevevevevecireiennns 688.8 694.7 688.2 699.2 690.4
As of
Dec. 29, Dec. 31, Jan. 1, Dec. 26, Dec. 27,

Balance Sheet Data (in millions) 2016 2015 2015 2013 2012
Cash, cash equivalents and marketable securities (7) ..... $ 68.7 $ 854 % 806 $ 1260 $ 106.6
Receivables, Net......oviiiiiiiiiiiiiiiieeceee e 160.5 148.9 116.5 120.4 98.5
Property and equipment, Net ..........cccceevveercieenieenneennn. 29.6 25.1 22.4 25.6 25.7
TOtal ASSELS (8) .onvervieeiiieiieieieee e 1,057.4 1,084.3 991.4 1,067.3 810.5
BOITOWINGS, SIOSS ....veeuvieiieeiieriieiiieriie sttt 935.0 936.0 892.0 890.0 879.0
Payable to founding members under tax receivable

AGTCCIMCNL ...ttt ettt ntee et et e neee e enee 161.8 166.5 166.3 172.6 157.1
Equity/(deficit) ....ccooiiieieieieeee e (181.2) (171.7) (208.7) (146.1) (356.4)
Total liabilities and equity (8).....cccceeveeerieiereierenee 1,057.4 1,084.3 991.4 1,067.3 810.5

Notes to the Selected Historical Financial and Operating Data

(1)  Operating Income Before Depreciation and Amortization (“OIBDA”), Adjusted OIBDA and Adjusted OIBDA
margin are not financial measures calculated in accordance with GAAP in the United States. OIBDA represents
operating income before depreciation and amortization expense. Adjusted OIBDA excludes from OIBDA non-
cash share based payment costs, the merger termination fee and related merger costs and Chief Executive Officer
transition costs. Adjusted OIBDA margin is calculated by dividing Adjusted OIBDA by total revenue. Our
management uses these non-GAAP financial measures to evaluate operating performance, to forecast future
results and as a basis for compensation. The Company believes these are important supplemental measures of
operating performance because they eliminate items that have less bearing on its operating performance and
highlight trends in its core business that may not otherwise be apparent when relying solely on GAAP financial
measures. The Company believes the presentation of these measures is relevant and useful for investors because
it enables them to view performance in a manner similar to the method used by the Company’s management,
helps improve their ability to understand the Company’s operating performance and makes it easier to compare
the Company’s results with other companies that may have different depreciation and amortization policies, non-
cash share based compensation programs, levels of mergers and acquisitions, CEO turnover, interest rates, debt
levels or income tax rates. A limitation of these measures, however, is that they exclude depreciation and
amortization, which represent a proxy for the periodic costs of certain capitalized tangible and intangible assets
used in generating revenues in the Company’s business. In addition, Adjusted OIBDA has the limitation of not
reflecting the effect of the Company’s share based payment costs, costs associated with the terminated merger
with Screenvision, LLC (“Screenvision”), or costs associated with the resignation of the Company’s former
Chief Executive Officer. OIBDA or Adjusted OIBDA should not be regarded as an alternative to operating
income, net income or as indicators of operating performance, nor should they be considered in isolation of, or as
substitutes for financial measures prepared in accordance with GAAP. The Company believes that operating
income is the most directly comparable GAAP financial measure to OIBDA. Because not all companies use
identical calculations, these non-GAAP presentations may not be comparable to other similarly titled measures of
other companies, or calculations in the Company’s debt agreement.
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OIBDA and Adjusted OIBDA do not reflect integration payments as integration payments are recorded as a
reduction to intangible assets. Integration payments received are added to Adjusted OIBDA to determine our
compliance with financial covenants under our senior secured credit facility and included in available cash
distributions to NCM LLC’s founding members. During the years ended December 29, 2016, December 31,
2015, January 1, 2015, December 26, 2013 and December 27, 2012, the Company recorded integration payments
of $2.6 million, $2.7 million, $2.2 million, $2.8 million, and $0.0 million, respectively, from NCM LLC’s
founding members.

(2)  Represents the total number of screens within NCM LLC’s advertising network operated by NCM LLC’s
founding members.

(3) Represents the total screens within NCM LLC’s advertising network.

(4)  Represents the total number of screens that are connected to the DCN.

(5) Represents the total attendance within NCM LLC’s advertising network.

(6)  Excludes screens and attendance associated with certain Cinemark Rave and AMC Rave theaters for all periods
presented. Refer to Note 4 to the audited Consolidated Financial Statements included elsewhere in this
document.

(7)  Includes short-term and long-term marketable securities.

(8)  During the first quarter of 2016, the Company adopted Accounting Standards Update 2015-03, Interest —
Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs (“ASU 2015-03")
and Accounting Standards Update 2015-15, Interest — Imputation of Interest (“ASU 2015-15"), on a retrospective
basis, which provide guidance for simplifying the presentation of debt issuance costs. In connection with the
adoption of ASU 2015-03 and ASU 2015-15, the Company reclassified net deferred financing costs related to
NCM LLC’s term loans, secured and unsecured notes in the Consolidated Balance Sheet as a direct deduction
from the carrying amount of those borrowings, while net deferred financing costs related to the revolving credit
facility remained an asset in the Consolidated Balance Sheet. The amounts presented above for total assets and
total liabilities and equity reflect this reclassification as of December 29, 2016 and December 31, 2015. Amounts
presented as of January 1, 2015, December 26, 2013 and December 27, 2012 do not reflect the reclassification. If
adjusted, the reclassification for ASU 2015-03 and ASU 2015-15 would reduce both total assets and total
liabilities and equity shown above by $12.7 million, $14.8 million and $14.6 million as of January 1, 2015,
December 26, 2013 and December 27, 2012, respectively.

The following table reconciles operating income to OIBDA and Adjusted OIBDA for the periods presented (dollars in
millions):

Years Ended

Dec.29,2016  Dec.31,2015  Jan.1,2015  Dec. 26,2013  Dec. 27, 2012

Operating iNCOME.........c.ooveveveriereriiereieeesereeesereennas $ 173.0 S 1480 $ 1517 § 2020 $ 191.8

Depreciation and amortization...........ccceeeveeveveeennennns 35.8 32.2 324 26.6 20.4

OIBDA ...t $ 208.8 § 180.2 $ 184.1 § 2286 § 212.2

Share-based compensation costs (1) ......ccceeeeveeennen. 18.3 14.8 7.7 5.9 9.0

Merger-related administrative costs (2) .......cceeeueennn. — 343 7.5 — —

CEO transition COStS (3) ....ccceervrereeerreeneeenireenneenns 3.6 0.6 — — —

Adjusted OIBDA ......ccoooieiiiiiicneeceee $ 230.7 $ 2299 § 199.3 $ 2345 § 221.2

TOtal FEVENUE ...ttt $ 4476 $ 4465 $ 3940 $ 4628 § 44838
Adjusted OIBDA margin..........ccccoceeereeeeeenenn 51.5% 51.5% 50.6% 50.7% 49.3%

(1)  Share-based payments costs are included in network operations, selling and marketing and administrative
expense in the accompanying audited Consolidated Financial Statements.

(2)  Merger termination fee and related merger costs primarily include the merger termination payment and legal,
accounting, advisory and other professional fees associated with the terminated merger with Screenvision.

(3)  Chief Executive Officer transition costs represent severance, consulting and related other costs.

The Company has also presented total operating expenses before the merger termination fee and related merger costs
within its results of operations section below which is not a financial measure calculated in accordance with GAAP.
Operating expenses before the merger termination fee and related merger costs represent operating costs less costs associated
with the terminated Screenvision merger. This non-GAAP financial measure is used to provide readers a comparison of our
2016 results to our 2015 results without including the impact of the nonrecurring merger termination fee and related merger
costs. The Company believes this is an important supplemental measure because it eliminates these nonrecurring costs to
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highlight trends in its ongoing business that may not otherwise be apparent when relying solely on GAAP financial measures.
Operating expenses before the merger termination fee and related merger costs should not be regarded as an alternative to
operating expenses or as an indicator of operating performance, nor should it be considered in isolation of, or as a substitute
for financial measures prepared in accordance with GAAP. The Company believes that total operating expenses is the most
directly comparable GAAP financial measure.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

As discussed in Part 1, some of the information in this Annual Report on Form 10-K includes ‘‘forward-looking
statements” within the meaning of Section 274 of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934 (the “Exchange Act”), as amended. All statements other than statements of historical facts included in
this Form 10-K, including, without limitation, certain statements under “Management’s Discussion and Analysis of
Financial Condition and Results of Operations”, may constitute forward-looking statements. In some cases, you can identify
these “forward-looking statements” by the specific words, including but not limited to “may,” “should,” “expec