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"' Background: mar

¢ Sector dilemma

* |nvestment costs need to be born
 important benefits will be realised

¢ Considerable potential investment expenditures...
« 30.000 screens x +/- 70.000 Euro / screen = 2.1 bn Euro

¢ ... but financial crisis has lead to a credit crunch

 Virtually no loans available for this “complicated” sector

¢ => market failures justifying public intervention



]  whatwould digi
exhibit

¢ Equipment:
¢+ 70.000 Euro / screen

+ Life-time: 7 years 1
¢ Maintenance 3 screens cinema: 0.76€
¢+ 2.500 Euro / year > 5 screens cinema. 0.61€

¢ Reference interest rate
* 6.5% (risk-free)

%



"' Public Interv

¢ Unequal costs could be “equalized” with
¢+ 0.51 Euro per ticket

¢ However, public sector allocations consi
¢+ Costto EU:
o 4.35 million € per year for 5 years per 1000 screens

¢+ EIB Total loan volume:
o 30 million € per 1000 screens

¢ In current economic climate

+ European public sector unlikely to set aside funding for roll-out of 30.000
screens

¢ How to get the roll-out rolling?
+ Put oil in the cogwheels of the existing market solutions !?
+ See what market segments remain uncovered, and take it from there



What’s on th
3'd Party V
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Il

VPF models. Wha

¢+ Agreements with US major Studios
e No 1strun US-content = no VPF.
« VPF paid to Integrator on a per show basis
 Integrator purchases the equipment and |
Exhibitor pays only +/- 25% of investment

+ Exhibitor agrees to digitise

e 50% of screens in first phase
e upto 100% within 5 years, if all US majors have signed with your Integrator

Exhibitor agrees to a minimum Average Turn Rate (ATR) of 15t runs
« If ATRs are not met, exhibitor pays a penalty per missing ATR

+ Exhibitor can play any type of content
Non-participating distributors’ content: a penalty fee is paid

For alternative content penalty is very low

4

+ Investment cost for the exhibitor stands at only 25%.

FOR WHO? Convenient for commercially oriented cinemas, with a high ATR of US Content
— Limited flexibility of playing EU content, unless distributor is willing to pay access fee

-CON-
—Subsidies to exhibitors are discounted from the VPF in the VPF agreements



“XDC / AAM” Model
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"' Three European Commerci

“Ymagis” Model

equipment
manufacturer
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"' Market po

¢

Through “budgets” granted by the Studios, integra
17.500 VPF screens over the next 5 years (maximu

What segment of the market remains “out of scop

Out of scope: number of screens:
¢+ Number of screens in deployment countries:
« Of which already converted (non VPF) to digital:
« Signed VPF deals Ymagis
AAM
XDC
Sony
o Individual VPF negotiations (some still under progress) Odeon
Norway
Cineworld
VUE
Cinestar
Cinemaxx
Kinepolis
« Integretors’ expected deployment (XDC, AAM, Imagys)
¢ Remains not digitized under VPF arrangement

- 1.323
- 190
- 470
- 761
= 1
- 1.802
- 420
- 741
- 581
- 545
- 306
- 183
- 17.500

5.362

(=arthouse cinemas, cinemas not meeting ATRs of US Content, not enough creditworthiness etc)

Reasonable to expect that approximately 15% of European screens remain off radar for

VPF finance



"' Where are other fi
likely to be

¢ Countries with relatively high market sh
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Where are other f

France

Germany

Italy

Sweden

Poland
Czech Republic

Netherlands

Austria
Switzerland

Greece

Norway

Hungary

Finland

Slovak Republic
Iceland

Luxembourg

Lichtenstein

¢ Countries with large share of small-me

likely to be

FR (5333)
DE (4832)
ES (4296)
T (3819)
UK (3514)
SE (1049)
PL(1008)
CZ(695)
NL(630)
AT (570)
CH (550)
PT (546)
GR (540)
BE (515)
IE (435)
NO (420)
HU (400)
DK (394)
FI (316)
SK (251)
IS (43)
LU (26)

LI (3)

B Small cinemas
(mono screen)

B Medium
cinemas
(between 2-5
screens)

M Large cinemas
(over 5
screens)

100%




Where are other fin
likely to ber

Il

Likeliness of VPF
success
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> admissions

< 9 million admissions 9 — 16 million admissions 18 — 33 million admissions > 100 million admissions



"' Possible complementar

¢ In case of direct purchase of equipment by exhi
¢ Costs can be reduced by forming “Purchasing

+ Review of revenue split between distributor an
digital screenings.

« Can sector overcome “taboos™?
« Can exhibitors’ and distributors’ develop a enforceable contract for
+ Propositions from EU distributors to share costs/benefits?

is purpose?

¢ Publicly supported models
+ For those in-need cinemas only
« Criteria to be investigated (e.g. low ATR of US content)
« Per-ticket levy on participating producers and participating cinema’s + “fund” approach
* Requires supervisory authority & administrator
~- Could be outsourced to Integrators on a fee basis

¢+ What are concerned cinema’s views and suggestions?



Public Sc

¢ Atregional level:
¢ None existing

¢ At national level:

+  “Working models”

e« Norway: Film &Kino
*  85% of cinemas are publicly owned
*  Film & Kino will convert 420 screens
*  VPF agreements with 5 studios

e UK: Film Council
» Digital Screen Network (AAM based): 240 screens (with Lottery money)
* Rural Cinema Pilot Scheme (with Lottery money)

¢+ Debated models: high hopes but ...
o France:

* CNC is investigating the setting up of a fund dedicated to the collection and redistribution of distributors’
contributions with guarantee from IFCIC for beneficiaries of the Fund

* Implementation: ?
» Concern:
- permission by the French authority for competition

- EU Commission’s DG Competition decision

- Are US majors willing to pay VPF for a territory that has a relatively high degree of cinemas with virtually no-
US content showings? Devil will be in the detail of the VPF contracts...!

* Relatively long laps of time expected before model will be operational
o Germany: German Federal Film Board (FFA) “100 model”
*  Financing no longer clear.
*  VPF-like payments
. C_oglrt case initiated by exhibitors because of proposed tax levied. If claims are not withdrawn, the model seems not
viable

o ltaly: tax schemes
*  No agreement from DG Competition
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