Our expectation is that 3D entertainment will have a modestly successful
takeoff in 2011 with 3D movies being the most advanced segment. We do
not expect the mass adoption of 3D TV before 2012, in line with London
2012 Olympic Games and the availability of next-generation 3D-Ready game
consoles.

3D Movie

The development of 3D movies is conditional on the
production of quality 3D movies, by the penetration of
digital cinema and by the share of 3D screens amongst
digital screens.

Our scenario for the production of 3D movies anticipates
the following:

® The two main US animation studios (Pixar and

Dreamworks) have already committed to produce a 3D . ;
version of all their animation movies from 2009 onward

B The commitment of most US majors will depend on the
future success of these films and is expected to remain
marginal compared with their film slate (i.e., limited to
some blockbusters and to some content categories
such as horror, sci-fi or concert movies)

® The production of 3D movies outside the US (in Europe
5 and in Japan) will remain limited to some animation
movies and some trials (e.g., “Fly me to the moon”)

m By 2014, 3D incremental production costs will continue
to be dissuasive for some production budgets but the
main barrier will continue to be 3D adoption by directors

Overall our scenario anticipates that 3D movies will
represent 10 to 15% of the films released each year in the
different countries.

Our scenario for the penetration of 3D screen anticipates
the following:

B The adoption of digital distribution is expected to be
strong among the multiplex and large urban theatres
and more limited among the small theatres

m Multiplex and large theatres are expected to have at
least one large 3D and one smaller 3D screen per site

m Flexible 2D/3D solution could also be adopted by some
theatres

m High 3D penetration in 2008 combined with the " T
continuation of the VPF mechanism drive the 3D screen
penetration in the US

®m Physical 3D screens have not been considered in our
scenario
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3D TV

The development of 3D TV depends mainly on the
availability of quality 3D content and the adoption of 3D TV
by end users.

Our scenario for the availability of 3D TV content anticipates
the following:

®m The consumption of 3D content on TV will be mainly
driven by 3D video content, 3D console games and 3D TV
programs

®m The development of 3D video will depend on the
production of 3D movies (which are expected to represent
10 to 15% of the films produced each year) and the release
of 3D versions of some blockbusters such as Star Wars. 3D
video will be available on both the physical format (Blu-ray)
and the digital format (VoD)

®m 3D console games are expected to be available from 2011
and 2012 onward

® The main 3D programs which will be broadcasted will likely
be limited to live-performance events (e.g.,premium sport
games, concert, opera)

m Sky among other broadcasters is expected to launch 3D
TV channels by 2010 (3D VOD and insert of 3D programs in
2D channels) and to be very aggressive for London 2012

B These contents are expected to be distributed in premium
Pay-TV packages (on satellite, cable and fibre) and on
Internet

®m The adoption of 3D by other TV content categories should
remain limited

Our scenario for the adoption of 3D TV anticipates the

following:

®m 3D TV is already available in the US (Samsung and
Mitsubishi)

B The standardization of 3D home distribution is expected to
be finalized by 2011/2012

m Considering the low incremental price for the 3D TV model
(3D chipset price is expected to be lower than 20 US$),
most high-end TV models will be 3D-ready even though
this functionality is not used by end-users

m The proportion of households with one hardcore gamer is
around 10-15% in each country

B The same ratio exists for home theatre fans

B The scenario anticipates a worldwide 3D TV promotion
campaign in 2012 for the London Olympics
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3D PC

The development of 3D PC is mainly conditional on the
availability of quality 3D Internet content and PC games
content and by the adoption of 3D PC monitors by end
users.

Our scenario for the availability of 3D Internet content and
PC games anticipates the following:

® Quality 3D PC games are expected to be commercially
available before the next generation 3D-ready consoles

m Some 3D Internet content will be progressively
developed but its adoption is expected to remain limited
to the early-adopter segment

® The availability of 3D camera will allow the development
of 3D content (photos)

B The development of semi-professional User Generated
video content will also marginally develop and drive
some usage

Our scenario for the adoption of 3D PC anticipates the

following:

®m Fixed monitors can easily be upgraded to 3D as long as
they have a 120 Hz frequency

B Most hardcore gamers are expected to upgrade their
PC to 3D

B The availability of 3D-ready laptops will remain limited,
as 120hz models will have a prohibitive price premium
and will require better performing batteries
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3D Mobile

The development of 3D mobile phones is expected to

remain marginal for two main reasons:

® The limited incremental benefits provided by 3D

m The lack of interoperability between the different
standards (a 3D picture captured by one model cannot
be displayed on another 3D model from a different
manufacturer)

The first 3D mobile phones are already available in Japan
but have had so far a very limited success.
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Implications of 3D
for the industry




Yet there are four reasons why the 2D-to-3D transition may be more than just a
technical upgrade and may transform 3D entertainment by accelerating some
latent trends in the telecom/media ecosystem:

1.

The trend toward digital media and media delinearization could be
accelerated by 3D, as the Internet environment is less constrained by
standards or bandwidth.

. Game console manufacturers are better placed than TV manufacturers to

address the 3D home video market, thanks to the strong fit between 3D and
the gamer population, their position in the video-on-demand market and the
performance of the current generation of fixed consoles, which are already
3D-enabled.

. The introduction of 3D broadcasting could accelerate the roll-out and

adoption of high-capacity broadcasting networks (such as digital cable,
satellite and fibre) at the expense of capacity-constrained systems such as
traditional land-based broadcasting, analogue cable or standard-definition
Internet protocol TV

. 3D could provide the opportunity for movie theatres to re-invent their value

proposition to customers by developing offers around live 3D broadcasts
that would complement the film exhibition business.

Eyes wide open - Tipping Points Loom
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Concluding remarks




Should these changes take hold, a vast market awaits. But many questions
remain to be answered, and PricewaterhouseCoopers can help you navigate
through the challenges by findings answers. Among the key questions:

Movie prod UCEI'S must determine when to start massive investments
in 3D production. This will depend on their analysis of what technology is
available, which genres are most enhanced by 3D presentation and which
audiences are likely to respond most enthusiastically.

They must ask, “Where will our 3D expertise come from?” Expert practitioners
will be needed in both shooting and production: should this expertise be
brought in-house, subcontracted out or obtained through the acquisition

of specialty firms? Among the other issues the studios must find answers

to are the integration of special effects in a 3D movie, whether continuing
online piracy will jeopardize the investment in 3D and how quickly 3D can

be integrated with BluRay technology, enhancing the appeal of each. As

talks continue within each studio and among competitors about how best to
establish 3D broadcasting standards, each will have to decide where it stands
and where to find allies and sympathetic parties.

Game studios must assess the potential of 3D games — for the PC, for
mobile devices and for the online environment. In each case, the studios must
calculate how best to time product introduction.

Internet companies must grapple with the issue of User Generated
Content, and how well it meshes with 3D. Can they introduce content of value,
or should their focus be on the professionals and semi-professionals who
create UGC?

Channel operators must assess the potential revenue of 3D video
on demand (VoD), and how best to develop it. They will do this as they are
assessing the potential digital dividend for European land-based broadcasters.

Pay-TV distributors must consider how to acquire 3D content rights.
That, in turn, will be shaped by their choice of distribution technologies,
which will shape their attitude toward 3D broadcasting standards. How will
the content be most profitable: premium channel, pay-per-view, VoD and
subscription VoD? With the rights in hand, what strategy is best for distributing
the content: should they seek partners? And where should the content come
from: should it be purchased, contracted for or developed? Among the
factors to be calculated are the trade-off between the promise of 3D and the
capabilities of the installed base. How quickly should the transition be made
from the two-images-made-into-one-by-stereoscopy to the new digital 3D
technologies, as they emerge? How long will that transition take?
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Also to be considered is the competition: connected devices — game consoles,
video players and television sets — and online distribution, each with the ability
to capture a share of the VoD revenues.

Broadcasting networks must quickly develop strategies for high-
capacity networks, and, like the TV channel operators, assess the potential
digital dividend for European land-based broadcasters. The interplay of 3D
broadcasting standards and constraints on network capacity is a complexity to
be resolved.

Movie theatre operators must work out how to finance the
modifications needed for 3D and how to price 3D to recoup their investment.
Whether and when to diversify with live 3D broadcasting must be established.

Game console manufacturers must determine when to roll out their
next-generation 3D-ready consoles. At the same time, they must consider the

competition from 3D online games and whether 3D will enhance their ability to
penetrate the European VoD market.

Consumer electronics manufacturers must first see if they can
agree on a 3D TV standard in the common interest. They must calculate how
to price 3D TV sets for a very price-conscious marketplace of consumers. And
they must work out their relationships with the connected TV ecosystem. In
parallel, they will have to assess the potential of new 3D entertainment such as
3D cameras, of live TV or video 3D coding or of 3D head-mounted display.
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About PricewaterhouseCoopers

PricewaterhouseCoopers is a leading professional services
organization for the Communications, Entertainment & Media
and Technology industries, providing industry-specific advisory,

assurance and tax services to help clients manage risk, maximize

shareholder value and support M&A activities. Our practice
offers a diverse industry-dedicated team of professionals that

provide solutions to critical issues facing companies across these

convergent industries.

PricewaterhouseCoopers can help you prepare and navigate

the changes by providing advice and assistance based on our
strategic, economic, financial, analytical and business process
skills in the development and implementation of your strategy.
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