5 Reasons to Invest in Showcase with IMAX

From an analysis of the financial projections of the Showcase, indicative ratios such as
EBITDA margin, ROIL and Debt Service Coverage indicates a strong financial model.
Financial models are however built on market research, historical performance and
sound revenue assumptions. The follow is a short summary of a view beyond the basic
analysis for a prospective investor to consider.

1: Immediate Market Monopoly by New Cinemas
2: Unmatched Product Offering
3: International Advantage
4: Superior Spending Power of Customer Base
A: Domestic

B: Tourist

5: Long Term Sustainability. (Please reference your long tern report at end of this
section for more details)



The Showcase with IMAX is a Family Entertainment Center. Its main attraction is a state
of the art nine (9) screen cineplex. This project presents several distinctive features that
make this investment opportunity quite exceptional and attractive to investors. These
tive (5) features mitigate much of the risks involved in a startup venture.

Lesson from Past History

Reason 1 to Invest:

Historically. New Cinema Operators enter the Bahamian market and monopolize the
marketplace for long periods of time.

From 1990-2015, the average Bahamian theater market monopoly spans 7.5 years. As startling as
that may sound, what's even more astounding is how quickly it occurs. Total market
consolidation starts within 1 to 2 years of a new entry into the industry.

Currently the sole operator, Galleria Cinemas has been in the market for 16 years (since 1999).
12 of those 16 years have been as a monopoly. However their consolidation of the Bahamian
market started within 18 months of their entry.

Reasons for such quick consolidations and long monopolies in the Bahamas:
1. Poor Upkeep of facilities by existing owners

2. Not staying current with technology within the film industry

3. Superior Products/ Amenities by the new operators

4. Governmental laws inhibiting foreign investment and incursions

In the last generation, Galleria Cinemas battled the previous monopoly of RND Cinemas.
Galleria had the power of more screens, better amenities and a superior location with larger
customer base (the largest mall in the Bahamas).Sixteen years later, outdated Galleria Cinemas’
facilities are in the same position as RND Cinemas of 1999. These are just some of the Bahamian
customer commentaries:

BAHAMAS' GALLERIA CINEMAS BEGGING FOR BANKRUPTCY

Without an exception, all of my movie-going experiences at Nassau's Galleria Cinemas have been the worst I have ever experienced. And I am not the only one
saying that. Far too many people agree with that opinion. Galleria Cinemas should do itself a favour and just go quietly out of business, because they will eventually
be driven out by the Bahamian public.
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lemma tell va wha's wrong wit” da world

Got @ Muddasick? you just have to get out? Click HERE to e-mail us. Youll r

Muddasick! Galleria Cinemas Freeport

rpet n the center Is y stained and disqusting, The seats are all worn and lumpy and stained
and disqusting, Some are br Lwn 80 you have to move to another, The floor s sticky and disqusting.

Showcase with IMAX will exploit these weakness.
Lessons in the Present

Reason 2 to Invest:

Showcase with IMAX is entering the Bahamian Cinema industry with a superior product mix.
Its sole competitor, Galleria Cinemas, has a limited offering.

Besides having rundown facilities, Galleria only shows 2D movies, with minimal
advertising.

The product mix of Showcase with IMAX is more robust:

Young Hollywood Food and Beverage

Parties & Special Events Advertising



A Cineplex with 9 screens

Expanded concessions with ice-cream and coffee

Full serve restaurant with veranda

Feature Attractions: IMAX, 4DX, VIP theater, VIP lounge

Re-Introduction of 3D movies

Secondary Attractions: Young Hollywood Concept with full Arcade, Party
Rooms, Kids Indoor Playground
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This product mix even surpasses many chains in the US let alone, Galleria Cinemas.
Globally, theater chains have begun to embrace the concept that you have to be more of
a destination than a just location that shows movies.

Food choices has expanded exponentially as evident is the top 5 US brands push for in
theater dining and even full restaurants on property.

Building further on this extended business model is the more comprehensive secondary
attractions to increase spend per head. One of the leading chain to embrace this
approach was Cineplex of Canada with Xscape, their arcade and party brand.

2014 was a tough year for in the US Theater Markets yet Cineplex of Canada had record
fourth quarter revenue thanks in part to this business model.
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Emphasizing this point is Cineplex’s changing business model:

ENTERTAINMENT N

Cineplex planning to add arcade games and charge
higher prices for good movie seats

Xscape centres part of strategy to boost profits in face of fewer Hollywood hits
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Showcase with IMAX will have the largest arcade area in the Bahamas at almost 4000
sq. ft. Only one other company is currently serving this market.

Reason 3 to Invest:

IMAX and 4DX licenses have greater value and power outside of the United States than
within. These licenses can then be used to dramatically shape regional markets in favor of
franchisees.

In terms of large revenue generation and high occupancy rates, the top two global
brands for cinema are:

e IMAX: Specialize theaters with 5 story screens and incredible sound systems
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IMAX conquered Hollywood. China is
Nnext.

e 4DX: Theaters with moving seats and dozens of environmental effects like water
and air which add to the story telling experience of the movie.
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First 4DX Theater in U.S. a Hit
with Audiences, Data Shows
(EXCLUSIVE)

The 104-seat theater, the first of its kind in the U.S., played to sellout weekend crowds and enjoyed
a 63% occupancy rate regardless of the day of the week or the showtime, despite being unveiled
right as the summer box office suffered a sharp plunge. Ticket sales for the summer were down

15% year-over-year, but the theater took advantage of its uniqueness in order to draw crowds. Most

theaters operate at between 10% to 15% capacity.




Understanding their value is a two stage process:
Stage 1: Securing the Asset

When theater exhibitors sign these premium brands in the US, they are given exclusive
zones of operation of 3.5 miles or less.

However in the Bahamas, the Atavus Group has obtained the IMAX and 4DX licenses
for the entire island exclusively. More importantly these are timed exclusives of 5
years and 10 years for 4DX and IMAX respectively. Thereafter Atavus will have rights
to first refusal for additional 5 year engagements.

Stage 2: Use of the Asset

Application of these licenses to regional markets is profound. Think of the competitive
advantage of showing an IMAX or 4DX 3D movie in a beautiful new facility versus the
destitute Galleria Cinemas where the sound systems and screens haven’t changed in 16
years.

As great as that sounds IMAX has done something even better for its network
partner.

IMAX has negotiated with studios to release Hollywood Blockbusters EARLY to their
screens.

Hollijwood
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Imax to Release ‘Star Trek Into Darkness’ in 3D Early
May 15

FINANCIALS « WEBCASTS EVENTS

Universal Pictures Oblivion to be Released One Week Early,
Exclusively in IMAX®, on April 12, 2013
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Christopher Nolan’s
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‘iron Man 3' Gets Early IMAX 3D Release; Toys Showcase New Armor Designs
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IMAX Corporation and Marvel Entertainment, a division of
The Walt Disney Company today announced that Marvel’s
lron Man 3™ will be released into IMAX® theaters

internationally starting April 25 and domestically on May 3.

To put this into perspective, Iron Man would have come out 8 days in the exclusive
IMAX format before Galleria Cinemas could show the movie once.

Showcase has 380 IMAX seats, hence with at least 6 shows a day (even at 50% capacity)
over 9,000 people would see the show.

That’s 9,000 customers and 9,000 word of mouths about the exclusive IMAX experience.

This is how to dominate a market.



Reason 4 to Invest:

Atavus Group has done over 6 years of research on the Bahamian Market. The
customer base is ready, willing and able to support the Showcase with IMAX.

Customer Capacity

Domestic Component:

From a capacity stand point, the Bahamas is one of the richest countries in the
Caribbean. For a point of reference, Digicel IMAX a single screen theater in Trinidad
and Tobago will be used. It is currently the largest grossing IMAX in the region.

Source: World Bank GNI per capita (formerly GNP per capita) is the gross national

income:
GHNI per capita, Atlas method (current GNI per capita, Atlas method (current GNI per capita, Atlas method {(current
USss) uss) Us$)
$48,620 $15,840 $21,970
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Disposable Income:

Source: Number Disposable Income Analysis (per household)

United States of America:

Salaries And Financing

Median Monthly Disposable Salary (After Tax)
Mortgage Interest Rate in Percentanges (%), Yearly

Trinidad and Tobago:

Salaries And Financing

Median Monthly Disposable Salary (After Tax)
Mortgage Interest Rate in Percentanges (%), Yearly

[Edit] mean
3,171.00 %
430

[Edit] mean

711.00USD
8.75




e Student Education

The Bahamas:

Salaries And Financing [Edit] mean

Median Monthly Disposable Salary (After Tax) 3,000.00 $

Mortgage Interest Rate in Percentanges (%), Yearly 9.00
Willingness to Spend

Over the last five years, Bahamians have spent, on average of $400,000,000 on Dining
out and Entertainment annually. This is more than they spend on Education and Bread
Basket Items. When consideration is taken for the fact that there are 377,000 Bahamians,
one recognizes how much they like being entertained and socializing.

Alternative Entertainment Options

There are no professional sports teams in the Bahamas or regular concerts. Besides the
movies, there are very few entertainment choices for families. The only other choice is a
bowling alley. However, for a family of four to go bowling is $92 vs $50 to go to the
movies. Hence substitutability, in the Bahamas, for cinema is low.

Expansion of the Customer Base

The Showcase with IMAX will have a tremendous opportunity not only to capture the
existing customer base but expand the same.

= Inferior technologyto US
= Distance from their location
= No true direct advertising

6 Tourist Market

= No true educational

Market product

Only 2D Movies are shown in the Bahamas

G RV R R -0 il Reasons customers left
3D moyvie goers Market

* Poor quality of Galleria’s presentation

Due to old and inferior equipment

Parents wanting more [T kNt del sl inllli o ) i}
Q choices for their kids Market = Limited kids movies
to watch




Tourist Component:

The tourist component of the customer base is important when considering the facility’s
close proximity to Baha Mar. Baha Mar’s target market is split between the North
America and Asia. One of the equity partners in the mega resort is based in China.

The governments of both countries have recently signed agreement to start direct flights
out of major Asian cities. These tourists travel further hence they usually stay longer (on
averaging 13 days) and spend the most of all global travelers.

Besides luxury shopping one of the things they do is watch movies when abroad. Why?
High censorship in China limit US movie releases. These tourist prefer three type of
movies.

1. 3D movies
2. IMAX movies
3. 4DX technology

The Showcase with IMAX will be the only theater in the western hemisphere with all
three components.

Further building on this achievement is the exclusive 4DX Bahamian content that U.S.
and Chinese tourists will love.
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Bahamas 3D is an amazing product that will woo the tourist market. Atavus Group has
already contacted the Ministry of Tourism about the project. They are very excited
about this unique opportunity to promote the Bahamas in 40 minutes.

Not to be outdone, Atavus has also begun discussion with the Ministry about
producing an IMAX movie based on the Bahamas and its rich culture.



The Bahamas was also feature in travel magazines in a negative light concerning lack of
entertainment options for tourist. IMAX’s Hollywood blockbusters will also be a vital
part of the tourist experience. As the preferred way Americans and Canadians love to
watch movies and the limited time of the same; movie buffs aren’t going to miss their
favorite movie in the favorite format

I M Ax Limited Run Time In Theater

‘Jurassic Park’ 3D Re-Release Gets One Week Only IMAX
Engagement
Posted on Wednesday, January 9th, 2013 by Angie Han

See the Ninja Turtles in IMAX
3D for 1 week only

When consideration of the cheaper Bahamian ticket prices is taken into acount, the
proposition becomes even more attractive. That being said the tourist customer base is
not a large component of the overall projects:

Customer Base

Non-Reslcdents

FamlilyIsland | Bahamar Visitors

Visitors




IMAX Market Entry Segment
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Lessons for the Future

Reason 5 to Invest:

The foundation for the long term sustainability of Showcase with IMAX
is in place; hence the investment risks will be minimized.

A. The Customer Base of the Future

The Motion Picture Association of America broke down the global movie-going

population:

2013 Age Group Share of Total Population, Moviegoers and Tickets Sold

- 2-11

Population

Moviegoers

Tickets so

Id

60+
9()‘% 10‘0%
Customers 25 years or younger = 4226 of Tickets sold

Why is this important in the Bahamas?
An amazing 40 % of the country is below the age of 25 years compared to only 33% in the U.S.
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s 40.6%

33.1%

Age structure:

:_13.7% (male 22,436,057/female 21,321,861

0-14 years: 19.4% (male 31,580,349/female 30.221,1D

25-54 years: 39.9% (male 63,452,792/female 63,671,631)
55-64 years: 12.6% (male 19,309,019/female 20,720,284)
65 years and over: 13.9% (male 20,304, 644/female 25,874,360) (2014 est.)

Age structure:

0-14 years: 23.2% (male 37,962/female 36,857)
15-24 years: 17.4% (male 28,387/female 27,639

25-54 years: 44.1% (male 70,765/female 71,038)
55-64 years: 8.3% (male 11,882/female 14,885)
65 years and over: 7% (male 8,591/female 13,828) (2014 est.)



This number is the highest percentage in the world. The cinema will have a steady stream of its
core audience for years to come.

This also means that having other age appropriate content is even more important. With more
than 23% of the population under the age of 14 and an average age of first birth amongst
Bahamian women at 26, the population is geared towards child based entertainment.

Currently there are NO kids play centers for Bahamians. There is only one for tourists at their
hotels.

This is why Atavus knows the Soft-Play center and the arcade, on the lower level of the facility,
will be a huge revenue generator for years to come.

B. The Future of Exclusive IMAX Early Releases

IMAX promises more early release because the studios have extended their deals.

LHollijroood MOVIES - REVIEWS  HEAI VISION  BOX OFFICE

/l()l[l’/"‘ll/q()()(l m TV MUSIC TECH  THEBUSINES

Warner Bros.. Imax Renew
Pact With 30-Picture Deal

Imax Promises More Early Releases of Hollywood
Blockbusters
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IMAX and Disney renew multi-picture
deal that includes release of the latest
Star Wars film




C. Future of Technology in Cinema

The top reason that Bahamian movie theaters have been supplanted in their monopoly
was the arrival of new competitors with superior technology. This is what Showcase
will do to Galleria in 2016.

Understanding where the global cinema industry is going is the key. Currently the top
two technologies that will shape the next 5-7 years of the exhibition market are:

1. IMAX New Laser

DEADLINE | HOLINwooB. =

IMAX Shows Off Its First U.S. Laser-
Projection System

2. 4DX’s new product Screen X

P cketlin HUBS NEWS REVIEWS FEATURES COMPS DEALS

ScreerniX coluld be the three—screern,
270—degree future of cinema experiences,
and it's here now

By Luke Edwards W Follow on Twitter | 18 October 2013 nuEl

Both of these new technologies fall under the provision of Atavus’ Territorial Exclusive
Agreements with IMAX and 4DX. This provides an important layer of financial and
strategic insulation for the market.

However Atavus will continue to be vigilant in its search for other technologies to
enhance the product mix.



