Understanding Cinema Market Forces and their Role in the

Changing Bahamian Theater Landscape

A lingering question has been posed concerning the expedience with which the
Showcase with IMAX will position itself as the industry leader in the Bahamas. How
can the same remove Galleria Cinemas from the marketplace, without a protracted
battle?

To comprehend how this elimination will be done requires an understanding of three
elements of the market:

% The Movie Life Cycle
# Theater Industry Seasonal Cycle
% The Effects of Premium Brands on both of these cycles

However, looking back at a historically similar situation can shed light on future
endeavors.

RND Cinemas vs Galleria Cinemas (1999-2004)

Why did Galleria Cinemas take five years to close out RND Cinemas from the
Bahamian cinema market? Discounting managerial decisions of the aforementioned
companies and focusing on choices the customer base had, a clearer portrait emerges.

Location Winner
Amenities Winner
Product Differentiation Same Same

Galleria Cinemas’” Mall location and new build provided distinct advantages that
separated it from its competitor. When you combine that with the fact that there was no
difference in the movie product the consumer would see, RND Cinemas was doomed.

However, the pendulum swung both ways. Though most consumers chose Galleria,
that lack of product differentiation also allowed RND to stay viable for years through
numerous promotions. Customers couldn’t see a difference.

The landscape of the Bahamian Theater industry, a decade later, is different now. Yet
the customer base, though younger, is still similar. People still need to see product
differentiation to avoid the repeat of a defeated yet lingering opponent.




The Showcase with IMAX vs Galleria Cinemas (2014)

Examining the differences between Galleria Cinemas and The Showcase with IMAX
reveals a completely different story for the current market leader.

Galleria Cinemas The Showcase with IMAX

Location

Amenities

Besides location and amenities (Lounge, Arcade, Party Rooms), The Showcase will
provide consumers four definitive experiences that they currently cannot get at Galleria.
Besides the 3D and VIP auditoriums, 4DX and IMAX have built in industry component
that preclude the repeat of history with Galleria and RND.

Understanding a movie’s life cycle unwraps part of the intrinsic advantages of the 4DX
and IMAX.

Movies and their Theater Life Cycle
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Pre- Production
(Type of Movie Camera Used)

IMAX 1. Movie Shot with IMAX
Camera
2. Movie Shot with a regular
camera

4DX Movie Shot with a regular

camera

Re gular Movie Shot with a regular
Movie camera

Pte pOSt
Production Production

Post- Production

All IMAX Movies Cleaned via
Patented IMAX DMR (Digital
Media Remastering).

4DX Theater Coding

Regular Post Production

Effect / Occupancy Rates

1. 40% Occupancy Rate
e.g. Avatar, Batman, Star Trek

2. 30% Occupancy Rate
e.g. Iron Man 3, Superman

60% Occupancy Rate

20% Occupancy Rate

Partly due to the work done by 4DX/IMAX in pre and post production of movies, these
premium brands enjoy a higher occupancy rate than regular movie theaters. When
combining that high occupancy rate with 4DX and IMAX limited engagement policy, a
potent combination reveals itself.

IMAX and 4DX movies are only available for the first week or two of a movie.

(@examiner

Ats & Entertainment  Celebrity

| Make §

Cultural Ats  Music  Bars & Clubs  Food Video

250 USD Every Day

& earn $7,500 USD/Month

The Hunger Games invades
Minneapolis IMAX Theaters for one
week only

THE HUNGER GAMES | 1 2 8 + Subscribe

§ FANDANGO' i -+

Videos Features Family S o

Movies Showtimes

gy Freshly Popped: The Movie Blog

Recent Articles @ Beckto main Movie Blog pege. s @O0 B R Buel 0

Snepshot: Kete Beckinsaie + ‘Star

ot etk ‘Les Miserables' Gets 1-Week Only Expansion in IMAX

Theaters
Christopher Nolan Approached to
 James Bond Movie i  January 18, 2013 ot 12:56PM

-Good Choice?

8am Pow Zap! Opening Haiing
Frecuencies with ‘Star Trek' Stars
Pastand Present

Sleeper To See-Greta Gerwig
Elcits HaHas With indie Comedy
Frances He

ANewdle Watches Al The 'Star
Trek Movies Here's How THAT
Wert.

Archives

BLOG @ IMAX

Hansel and Gretel: Witch

G.l. Joe: Retaliation Invades IMAX® 3D Theatres For One Week Only

Ooa Crma =ma

) T P
g S WS
< oA

\ & ¢
RN T FI L 1 F3 T 1 9N



A movie makes 70% of its total box office during those first two weeks.

The Hunger Games:
Catching Fire

Domestic Total as of Jan. 12, 2014:
$413,775,859

Distributor: Lionsgate Release Date:

November 22, 2013
Genre: Action / Runtime: 2 hrs. 26 min.
Adventure

MPAA Rating: PG-13

Production Budget: $130 million

Summary [ Dty || Weekend || weeky || Foregn || SmiarMoves || images |
2013
s -l oty Rk "G'%;” ch:"m Theaters / Change Avg. GosstoDate  Wek
Nov 22-28 1 $222,116,056 - 4,163 $53,355 $222,116,056 1
Nov 20-Dec 5 1 $67,548900  60.6% 4,163 £1030  $309664956 2
Dec 6-12 2 $34167,041  610% 4,163 - s207 $3M3831997 3
Dec13-19 4 $19,121799  440% 3,563 600 $5367  $36295379 4

Iron Man 3

Domestic Total Gross: $409,013,994
Distrbutor: Buena Vista  Release Date: May 3, 2013

Genre: Action / Runtime: 2 hrs. 9 min.
Adventure
MPAA Rating: PG-13 Production Budget: $200

[ sy [ ooy | et | ey | forr || smecvons | e |

2013
(click e chart) Rk Véer:g cnrnge s Bane

May 3-9 1 $212,421,084 - 4,253

May 10-16 1 $89,470,799 -57.9% 4,253

May 17-23 2 $46,190,641 -48.4% 4,205 -48
May 24-30 5 $28,662,761 -37.9% 3424 -781
May 31-Jun 6 7 $11,784,380 58.9% 2,895 529
Jun 7-13 8,172,574 -30.6%

Avg.
$49,946
$21,037
$10,985
$8,371
$4,071
3,727

Gross-to-Date

$212,421,084
$301,891,883
$348,082,524
$376,745,285
$388,529,665
396,702,239

For the weekend, eight of the top 10 domestic runs for The Hunger Games: Catching Fire were IMAX

engagements.




This premium strategy has important residual effects for a multiplex with exclusive

rights:

4 These short one and two week movie engagements for 4DX and IMAX (vs the
traditional 6 week engagements of regular movies) drive a continuous new rush

into these multiplexes with patrons hoping to get a seat.

* An industry phenomenon called “The Spill-Over Effect” occurs. Customers that
did not get a ticket for the show they wanted purchases a ticket for the next day
and also buy a ticket for another movie to watch that day. Hence IMAX and 4DX
drive customers to regular digital screen in these multiplexes.
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According to Warner Bros, and IMAX, the HFR screenings did well, with MAX HFR 3D
sereenings pulling in a huge $44,000 per sereen over the weekend, compared to $31,000

for standard-rate IMAX and an average of $21,000 for all six formats.




This Spill-Over Effect was chronicled in a global study conducted by IMAX. The Atavus
Group asked IMAX global to provide data about this residual effect but within the
parameters of markets with similar size and constitution.
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Note the pre-IMAX revenue for the facilities vs the Post IMAX revenue.

This industry phenomenon is even more important when you look at the Designated
Market Area (DMA). DMA represents the competitive landscape and its effects on
customers and competitors in a specific area. In the case of Moore, DMA grew because
they drove traffic into the area. However in suburbs of Toronto, DMA decrease because

they drove a competitor out of business.

From an industry wide perspective, this has wide ranging consequences. The Cinema

business is a Feast or Famine Industry.



| Movie Revenue and Major Release Cycle

—~

3 Dead Periods

Theater Owners use the profits from the summer and holiday blockbuster seasons to
stay afloat during the dead periods. Looking at the top 25 Movies for 2012 and 2013
shows the true power of premium brands and their effect on theater ownership.

2012 Box Office Top 25 2013 Box Office Top 25

Top 25 Films by U.S./Canada Box Office Earned in 2012 S T ey | SRS g e
Source: Rentrzk Corp - Box Office ials, CARA (Rating) 1 za"fch".‘;'g‘g;':‘"'e" LGF $413,775,859 4,163 $158,074,286 4,163 11/22 =
Box Office 2  IronMan3 BV $409,013,994 4,253 $174,144,585 4,253 5/2  9/12
Rank  Title Distributor {USD MM} Rating 3D 3  Despicable Me 2 Uni. $368,049,635 4,003 $83,517,315 3,997 7/ 2
1 Marvel's The Avengers Disney $623.4 PG-13 Y 4 Frozen BV $317,319,106 3,742 £243,390 1 11/22 =
2 Dark Knight Rises, The Warner Bros. 448.1 PG-13 5 Man of Steel wE $291,045,518 4,207 S$116,619,362 4,207 &/14 9/19
3 Hunger Games, The Lionsgate 408.0 PG-13 & Monsters University BV $268,492,764 4,004 S$B2,429,469 4,004 6/21 12/19
4 Skyfall Sony 2887 PG-13 7 Gravity wB $256,224,796 3,820 555,785,112 3,575 10/4 E
5 Twilight Saga: Breaking Dawn Part 2 Lionsgate 2864 PG-13 =
2 Amafing S:i ciar Man. E’he Sonyg i oo o 3 mm{gem we $242,226,788 3,528 $73,645,157 3,903 12/13 =
7 Brave Disney 2373 PG ¥ 9 Fast & Furious 6 Uni. $238,679,850 2,771 597,375,245 3,658 524 95
8 Hobbit: An Unexpected Journey* Warner Bros. 2285 PG-13 Y 10 gz:e ':e‘ g"e“ and BV $234,911,825 3,912 $79,110,453 3,912 3/8 7/1i8
9 Ted Universal 2188 R :
10 Madagascar 3: Europe's Most Wanted Paramount 2164 PG Y 1 ?.':..'.(.T.;.fs" e Pas. $228,778.661.3/907 :$70.165,559 3,868 '5/16 S/12
11 Dr. Seuss' The Lorax Universal 2140 PG Y | Thor: The Dark World $203,934,480 3,841 sS85,737.841
12 Men In Black 3 Sony 175.0 PG-13 Y 12 World WarZ Par. $202,359,711 3,607 566,411,834 3,607 6/21 10/10
13 Wreck-It Ralph Disney 176.0 PG ¥ 14 The Croods Fox $187,168,425 4,065 $43,639,736 4,046 3/22 9/19
14 Ice Age: Continental Drift 20th Century Fox 1611 PG ¥ 15  The Heat Fox $159,582,188 3,184 539,115,043 3,181 &/28 12/12
15 Snow White And The Huntsman Universal 155.3 PG-13 16 We're the Millers WE $150,394,119 3,445 $26,419,396 3,260 &/7 12/5
16 Hotel Transylvania Sany 1453 PG X l17 The Great Gatsby wB $144,840,419 3,550 50,085,185 3,535 5/10 8/22
17 Taken2 20th Century Fox 1389 PG-13 (2013)
18 21 Jump Street Sony 1384 R 18  The Conjuring we $137,400,141 3,115 $41,855326 2,503 7/1S 10/31
19 Lincoln Disney 1342 PG-13 15 Identity Thief Uni. $134,506,920 3,230 S$34,551,025 3,141 28  6/6
20 Prometheus 20th Century Fox 1265 R v ; Grown Ups 2 Somy $133,668,525 3,451 S$41,508,572 3,491 7/12 11/17
21 Safe House Universal 1264 R 21 The Wolverine Fox $132,556,852 3,524 S$53,113,752 3,524 7/26 125
22 Vow, The Sony 125.0 PG-13 22  G.I Joe: Retaliation  Par. $122,523,060 3,734 S$40,501,814 3,719 328 7/18
23 Magic Mike Warner Bros. 1137 R 23 Al_e"gce"":d"“‘cz::mf;e par. $118,256,793 3,507 $26,232,425 3,507 1218 g
24 Bourne Legacy, The Universal 113.2 PG-13 Cloasdy with 5 Chasos
25 Argo Warner Bros. 1087 R | e P Sony $118,068,912 4,001 534,017,530 4,001 9/27 -
*Film still in theaters in 2013; total reflects box office earned from January 1 — December 31, 2012 25 Now You See Me LG/s $117,723,989 3,082 529,350,389 2,525 531 526




In 2012

> The top 25 movies or 3.8% of movies made in 2012 represented 53% of total industry

revenue.
> 9 of the top 15 and 15 of those 25 were in 4DX/IMAX formats.

In 2013:
The effects of the Premium Brands were even more pronounced

» The top 25 movies or 3.7% of movies made in 2013 represented 52% of total industry

revenue.
> 14 of the top 15 and 19 of top 25 were in 4DX/IMAX formats.

Therefore by dominating the important first two weeks of a movie and the top 25,
IMAX and 4DX are determining regional box office control.

This is why the top 6 Global Movie Chains (AMC/Wanda, Regal, CJCGV, Cinepolis,
and Carmike) are fighting to secure IMAX licenses in key areas and cities.
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This becomes paramount in a limited fragile market like the Bahamas. Three (3) major
consequences will occur:

+* Controlling the blockbuster seasons via 4DX and IMAX determines the
sustainability of all.

+* Adding that amalgam to the VIP theaters and true 3D content in the regular
theaters, will allow The Showcase to differentiate itself in the minds of

consumers.

4= The capital needed from the ‘feast ‘season, for Galleria to remain viable, will be
curtailed dramatically.

Managing the ‘Spill-Over’ Effects from the Premium Brands

Managing customers’ needs first requires an understanding of who they are. According
to the Motion Picture Association of America (MPAA), 13 % (frequent mover goers) of a
population drives almost 60% of your business.

2012 Moviegoer Share of Population and Tickets Sold

U.S./Canada population U.S./Canada
ages 2+ tickets sold
Infrequent, 9%

Infrequent, 2%

Non- l Occasional :
moviegoers, 26% Occasional,
320 41%

Frequent, 57%
Frequency definitions:
Frequent=0Once a month or more

Occasional=Less than once a month
Frequent, 13% Infrequent= Once in 12 months

In 20122, the increase in frequent moviegecers’ share of population (2 percentage points) came from slight decreases in
occasional and infrequent moviegoers (12 percentage point each). The increase in the share of tickets purchased by
frequent moviegoers (7 percentage points), came as the share purchased by occasional moviegoers fell by the same
amount, indicating that the increase in ticket sales in 2012 was among moviegoers who increased from occasional to

frequent.




Surveys have shown that frequent moviegoers prefer the premium experiences like
IMAX or 4DX.The other 40% of your ticket sales will be driven by Occasional movie
goers. Reaching this segment of the market is the true battle ground.

Strategy: ‘Give the people what they came for - ENTERTAINMENT’

1. The Frequent Movie Goer
As mentioned earlier, IMAX and 4DX are the preferred entertainment
experience.

2. The Parent wanting Value for the Kids experience

Bring back true 3D for the kids and young adult market.

3D movie attendance

Nearly haif of all moviegoers and nearly one third of the general population attended a 3D movie in 2022, comparable
to 2011. Age-based trends continued to reflect broader market trends. Young people in the 12-24 age group were the
most likely to attend a 3D movie in 2022, more than 50%. Only 13% of all people in the 60+ age group attended a 3D

movie.

% of Population Who
Attended a 3D movie in
2012

Moviegoers asa Percentageof | . (18+) 205 | 3D Moviegoers as a Percentage
Population By Age of the Population By Age
Children (2-17) 45%
100% -+
All 33%
90% - A 60%
056 / 50%
70% \\ 2012 0%
——2011 3g
2010
50% 20%
\‘\
0% 10%

T T T T v T T 5 0% v
2-11 12-17 18-24 25-39 40-49 50-58 60+ 2-11 12-17 18-24 25-33 40-49 50-59 60+

This segment of the market has been shown statistically, a willingness to pay for
the product. However, the value of the experience has been lacking hence

customer frustration.



3. The Price Tolerant, Non Movie Goer

» The VIP Theaters, with their regular & alternative content like the Opera,
is an ideal value.

» IMAX Educational documentaries are world renowned for their cultural
enhancement and beauty. These non-movie goers will love the thought-
provoking content that’s not found in regular cinema.

4. The Price Conscious Movie Goer

» Individuals can go to one of the Showcase’s regular digital screens that is
priced at the same rate as the competition.

» The Sponsorship program will be invaluable in reaching this segment of
the market through cross promotions that target these bargain hunters.

» Provide unmatched value to this segment. How? Research and

Preparation. For Example:
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Moviegoers are out and about
55%% go io eat beforesafier the movies
iiNielsern Infterview Questions. 2072)

22%% go shopping beforesafter the movies
Nielsern Infterview Questions, 2072)

Value is consumer specific. Realizing that 55% of the market eats before and after
movies mandate that a full lounge exist on the premises. Providing services and
amenities such as this adds worth to the jaded cost-conscious consumer. This all-in-one

experience saves them time and money, while building brand loyalty.



5. Reaching The Tourist Market

A. Understanding that there is a demand for IMAX and 4DX in this market is

key.

Demand

US Demand

Covering Hollywood
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at a time when theatrical attendance domestically has declined

Overall, IMAX, which has struggled in the past with the seasonal ups and downs of the movie
business has been a more consistent performer. in the most recent quarter imax posted
revenue growth of 22.7 percent. That outpaces the industry average of 13.4 percent. Profits
increased six-fold to $11.1 million
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B. Why will the tourists come? Can they just wait until they get home? The

Answer is NO!

The Average US/Canadian Vacation is 5.4 days. The average Asian Vacation is

2/3 weeks. IMAX engagements usually last a week maybe two. Hence by the

time they return home the movie is out of their preferred format.

The Bahamian Market, with its diverse influences, is ever changing. Galleria Cinemas

for whatever reason, has not kept up with consumer demands or industry innovations.

The same can react in many ways to the Showcase’s market entrance. However, it is this



inherent reactive nature that will be its undoing. Innovation and proactive management

is needed in the face of a volatile economy and jaded consumer base.

The beauty of “The Showcase with IMAX is in its fundamental design and strategy:
STRENGTH to STRENGTH

# Market Leading, Premium Brands for Differentiation

% World Class Designed Facilities and Amenities

# On Point Customer Service through continual training and incentives
# Innovative and Flexible Management with extensive corporate support
#* Price Sensitivity while providing Value to the Consumer Experience

% Financial Control of the Blockbuster Seasons determining market viability

These six tenants will be the pillars upon which “The Showcase with IMAX” will stand.



