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EMA’s Mission

To protect the right to sell and rent
entertainment products and content;

To promote the sale and rental of
entertainment products and content; and

To provide a forum for all those engaged In
the sale, rental and/or commercial delivery
of home entertainment to consumers.
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Representation before U.S. Congress and
State Legislatures and in Trade Talks

Litigation when Lobbying Fails — an industry
voice on unpopular subjects

Supply Chain Efficiencies — Packaged goods
and Digital

Present Trade Events for Retailers with
Studios and Video Game Publishers

Follow our members into new entertainment
delivery ventures
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U.S. Home Entertainment Market 2010
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2009 U.S. Household
DVD/Blu-ray Penetration (millions)
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2009 U.S. Consumer
Video Spending
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Current U.S. Industry Trends

Consumers have been consuming home
entertainment at same rate since 2002.

Movie/TV watching — #1 with US consumers

— 18 hours/week.

By 2013 Blu-ray discs will command half of

US consumer spenc

Ing on disc products.

What has changed:
media.

oricing and the delivery



Blu ray and DVD Q4 Pricing Trends
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Economic Indicators 2010 First Half

Consumer Spending Growth Rates
30.0% YTD Through Q2 2010 versus YTD Through Q2 2009
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Overall U.S. Industry Trends

2010 US Sales (Sell-thru) will be down by
9%-11%.

Blu-ray will finish the year up 70-80% and
will represent 16% of the business by Y-E.

Biggest drop among 35-54 year old
demographic — sensitive to down economy

2011 will be the biggest box office year In
history



US Population per US Store 2000-2011
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U.S. Rental Business Models
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Change in U.S. Movie Viewing Habits:
(December 2009)




U.S. Packaged Home Video Consumer
Spending-Historical & Projected ($ billions)

219 215 214

21.1 206

”'415-5 166 165 164 158

Source: Adoms Medie Research, a division of Sorean Digest



Total Video Sales: 2008-2009

Year-Over-Yea
Combined

Year-Over-Year

BD Growth

Australia 2.29% 132.39%
Austria -2.68% 124.10%
Belgium -3.22% 116.98%
France 0.50% 121.07%
Germany 8.06% 173.84%
|taly -9.96% 109.81%
Japan -11.20% 188.54%
Netherlands -10.22% 86.95%
New Zealand -1.66% 225.1000
Poland -0.94% 225.09%
Portugal -11.41% 112.10%
Russia -16.12% N/A
Spain -12.76% 87.00%
Sweden 9.10% 135.82%0
Switzerland 2.64% 178.98%
UK* -10.14% 102.31%

All data extrapolated to represent 100% of the total market
Source: 2000, Media- Contrel G Infermatiomal
*Cource: 2000 The Official Charts Compamy (UK)



2009 Studio Video Revenue

ideo Retail

Pay TV 46040

i Pramium Cable}
15%

* includes cabie, satelite. felo

and infemel VOO and infernal purdhase
hﬁhﬁm

a division of Screen Digest B {'ﬁ[E

2600



The lllusive

Home Video “Window”



Average Theatrical-to-Video Release Window
(Months/Days)

5.16 5.12 5.18

427 4720 418 4.11 4.19 4.14 411

2000 2001 2002 2003 2004 2005 2006 2007 2008 2008
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3-D In the Home

Development of the
3-D Market



How Does the Industry Resolve:

e Consumer Confusion

e False Consumer Impressions
e Glasses Format Uncertainty
* Viewing Angles

e Impairment of Multi-tasking



Overcoming False Impressions of 3D

Impressions Before Impressions After

Seeing 3D Seeing 3D

Glasses are annoying 34% 22%
Hurts my eyes/head 18% 13%
Not worth the expense 17% 8%
A gimmick 16% 7%
Looks strange 13% 5%
Distracting 10% 5%

Base: Online U.S. adults who have watched a 3-D movie in a movie theater or watched an event
such as a football game or music concert in 3-0 at a2 movie theater or other public venue

Copyright ©2010 Consurner Electronics Asaociation. all rightsreserved. Do not repraduce,



Evaluation of the Experience is
Overwhelmingly Positive

Mearly half {46%5) who have seen 3D content on
a 30TV rate the visual experience as excellent

Gl Cwerall, how would you rate the visual experience of watching 30 pragramming on a 30TY?
Base: Online U5, adults who have watched 3D content on a 30TV (n =215]

Copyri 2 2010 Consurmer Electramnic cigtion.&ll rights reserved,. 0o not reproduce,




Interest in Watching
3D Content at Home

Extremely
Not at all interested
interested 10%
1090

\Very interested
1500

Not very
Interested

26%

Egumewha‘[
Interested

Source: In-Stat, 9,09 59%



3D Capable TV Forecast Worldwide

(Shipments — Millions)
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Limited Key 3D Titles Available for General Consumption
H2 2010

Likely bundled 3D titles with either 3DTV or 3D Blu-ray players Retail Sale

Panasonic K SONY

Cloudy With a Chance Toy Story 3
of Meatballs

Alice In
Wonderland

The Complete
Shrek Series

G
ey nz"’

Cloudy With a Chance of

Meatballs Resident Evil:
Ice Age: Afterlife \ /
Dawn of the Dinosaurs futuresaurce

21
© 2010 Futuresource Consulting Ltd CONSULTING / \

Monsters v.s Aliens




What We’ve Learned about Theatrical 3D




3D is “Addictive”
| | |

# of 3D Experiences in the last
12 months by individuals

3 seeing a movie or event at a
theater or other public venue

Forthe 27% of individuals who
saw a 3D movie or event in 2009
roughly 49% saw more than one.

6 Or more

0% 10% 20% 30% 40% 50% 60%

Baze: Onling L5, adults who have watched a 3-0 movie in a movie theater orwatched an event
such as afoothall game or music concert in 3-D at a movie theater or other public venue

reproduce,

www.CE.org




High Satisfaction for the 3D Experience
and the 3D Quality

The quality of the 3D images and effects

— o Not Satisfied Neutral Satisfied
T O

g5 Not Satisfied 3% 1% 6
E I%_ Neutral 0% 7% 4%
= Satisfied 0% 4% 81%

Aot

Q: Rate your most recent experience watching a 3-D movie or event in a theater or other
public venue

Q: Rate the quality of the 3-D images and effects during the most recent movie or event
you watched ( excluding your opinion on the plot or acting)

Baze: Onling L5, adults who have watched a 3-0 movie in a movie theater orwatched an event
such as afoothall game or music concert in 3-D at a movie theater or other public venue

www.CE.org
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Movies Likely a Bigger Driver of
3DTV than TV programming

Interested in watching 3D
movies at home?

65% of those planning to buy a 3DTV

within 3 years agree watching 3D movies

at home is the primary motivation far the

purchase

Qverall

Saw a 3D movie or event in

the last year

d: [vorot reproduce,
L pErrnission.

Plan to buy a 3DTV within 3

years

www.CE.org




Sports

s reser/ed,. Do not reproduce,
1O PECiSsi0n.
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Like HDTV, Sports will Play a Big Role

36% of US Online Adults
consider themselves an
above average sports fan

Roughly a 3™ of Above
Average Sports Fans plan to
buy a 3DTY within 2 years

M Below Average Sports Fan M Average Sports Fan ki Above Average Sports Fan

O Consutner Electro
bute, post anling, or

www.CE.org




Respondents Preferring Content Type
in 3D over 2D




Strong Demand over the next 3 years

Roughly 25% Expect to
own a 3DTV within 3
years — representing

some 28M+ televisions.

A large number of

M Within 1 ve
individuals remain Ithin 1 year

undecided on the timing / M Within 2 years
of their 3DTV purchase. ' i Within 3 years
M 3 years or more
i Never
i Don't Know

www.CE.org




The Unanswered Question

What will consumers pay
for online movies?



Willingness to Pay for
Online Content



Connected TV Forecast —
North America



2009 U.S. Household
Technology Penetration



U.S. Supreme Court Case
To Be Argued In Two Weeks

e Schwarzenegger v. EMA
Censorship of Video Games for Minors



Mission Critical

The Defense of an Industry’s Expressive Rights



e A Ten Year Mission

 The California Law
— Its History and History about to be Made

 The Worst that Can Happen



Video Game Bills 2000-2010
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Laws are like sausages, it Is better
not to see them being made.
Otto von Bismarck



Enacted Laws -- 2000-2006




California’s Violent Video
Game Law

Its Impact at Retall

How does the law work?



 Regulates the sale, rental and importation

of “Violent Video Games” =
— “Range of Options Available to the Player
Includes Killing, Maiming, Dismembering, and

Sexually Assaulting an Image of a Human
Being” AND

— Depiction of Such Act Is



“Offensive” =

« Appeals to a deviant or morbid interest of
minors,

* Violates community standards as to what
IS suitable for minors, and

e Causes the game, as a whole, to lack
serious literary, artistic, political, or
scientific value for minors.”




 Retallers and Employees are subject to
Fines of $1,000 for Selling or Renting
Labeled Game to Persons Under 18

 And the additive risk of private actions for
Injuries caused by mislabeling — including
class actions



California’s Arguments

 The law Is least restrictive on adult speech
because It applies only to minors.

 Even the impact on minors’ speech Is
limited because they can receive labeled
games from their parents.

 The law helps strengthen the role of
parents.



* There Is no free-floating state power to
censor “unworthy” materials for minors —
this amounts to “thought control”

e “Violence” Is unlike sexual material in the
central role it has played in children’s
literature from Lord of the Flies to
Lord of the Rings



The Worst

* Retallers, publishers, game developers
would all be deciding, for example:

Whether it is morbid to blow up an attacking
zombie? To kill an enemy soldier using a
sniper?

And for what age group would these
decisions be made?




The Worst

 Some of the new laws would require retailers to

view al
and ap
widely

the hours of content in their total inventory
oly “community standards” which may differ
Dy community and by age group.

e The foreseeable result would be for retailers to

stop selling and renting games to minors
altogether.

e Movies and books would be next.






