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| Research Background
I n 2014, C h i ncandirmued fitsrdpich grawth.i[Dkvent by financial capital penetratiomé Internet economy

involvement, he film industryof Chinastrengthened integration with other cultural industrMain film units accelerated
internetizationconstructionand industry integration. Favorable external environment, industry sgplnsionand Internet
innovation jointlyincubated he new nor mal of high growth of Chinaéds fil
In 2014, Chinabds film box offi cesexcqledr800andlllomvith mdr€ hans,50 b i
theaters andnore than 23,000 projectiastreens; film watchingbjectsgrew continuously, and yog peopleborn between

1985 and 1990 antbwn youngsters (generally refemgirto young people itier-3 (and below)cities) became the main
audiencs. Films of mmance, comedy and action stibntributed to most of box officewhile films of sci-fi, cartoon and
horror had market development potergtigbchedule benefit decentralization, creation subj@arientation and film IP
orientationbecame new trends of the film market. Alliance and prajeoperation betweediim units and Internet companies
deepenedyradually, and Internggiants BAT successivelffounded theirfilm units to share the profit of the film industry.
Although the box officeincome increased very fastompetition inindustry dain links offilm production, distribution and
projection was still insufficient, and market concentratioeedsto be improved.Meanwhile the film industry chain
encounteredhe impactfrom the Internet economy mode, which intensified the competitiooragfilm market subjects. In

order to helpall involved parties and investors tbetter understand statuguo, characteristics and development trend of
Chinads fil m i ndu théChipg FilnEIndusBy Repoj20142615 (heaetnaftdr referred 0 as it he R
after industry interviews and idepth research and analysihe Reports the 7' research repomn Chi naés fi | m

released b¥ntGroup since 2009.

Il Scope of Research

The Reporwill focus on the following aspectstostudyn d anal yze Chinadés film industry

The Reports limited to film market irChinese Mainlandnot including Hongkong, Macao and Taiwan.

lIl Methodology

TheReporst udi es Chi nthroughqtalitdtiva and quaithtsre analysidased ordilm market revenue data. Data

used inthe Reportare mainly thosefrom online ticket selling center of State Film Special Fund Office published on China
Film News,those ofmarket ranking published by China Film Distribution dPmjectionAssociation andhoseprovided by

main theater chain companies in China and verified by interviewing with main theater chain companies and distributior
companiesData in the Report are collected from mugliannels above, crossly checkadd canprehensively studied to

guarantee authenticity and accuracy.
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Chinese theater audience

Audience who watched at least one film in a theater in Clerauding Hongkong, Macao and Taiwan) in the past year. All
sample audiensan the Reportre theater audiense

Production companies

Responsible for fundaising for, shooting and pogiroduction of films,production companies amainly comprised of the
production and pogtroduction companies. Ther oduct i on company pawdhcan seeraainperiod ahds ¢
film copyrightto distribution companies or other distributors.

Distribution companies

Responsible for formulation and execution of marketing stiegeas well as discussion for the release of copies with theatre
chains Distribution compawy buys or procurs the distribution right ofa film from the production company. Thetlrough
cooperation with the theatre chain companies viaduty box office revenusharing or according to the agneent the films

will be projeded in the participating theatse Normally, the production and distribution of films arenductedby the same
company.

Theatre chains

The management companies of film theatres are responsible for the communication with the distriladbesliutethe
projection of films in theatres. If a theatre chain consistsseferal film theatres, a theatre chain company would manage,
schedule and provide films in a centralized manner. Film copies are obtained according to the box officeshavierye
method. Thetre chainsusually would arrange theprojection of all blockbusters. However, distributors of sohogv-mid
budget films need to work hard for the support from theatre chains to obtaira®umprojection opportunities

Film theatre

As one of the erglof the film production chain, the film theatre is the actual aitdthe firstlink for film projectionand box
office recycling.As for the revenue model of film theatres, besides revshaeng films sales from popcorn, coke and other
additional produts as well as a | e s defivativenpso@lucts contributes to approximately 1%% of the total income.
Thus, it is also an important component in film theatre revenue.

Digital films/ Digital copied Digital projection screens

Digital films refer to films produced and savdxy using digital technology angadgetsas well agprojected on screens after
digital signals are restored to images and soundsfibereet i
optic, disc and CDetc

Compared to film reel movies, digital filmsoast the biggest advantageda# cost, no wear and tear as wellasvenient
transportation

Digital copies refer tdilm copies distributed in a digital format. Currently, the main digital format in Chihargs disc.
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Digital projection screensefertomo vi e t h e aibstalled vith digital progentarfor projectionof digital copies. The

number ofdigital projection screeris the main factor used to evaluate the projection space for digital films.

3D films/3D screens

3D films, also known as stereoscopic films, refer to films projected in a three dimensional éftendieing shot by one or
two cameras andchieved théy a computer. When watching thewigwers need to wear 3D glasses.

3D screes, refertano v i e  tstreerstinstadled &vith digital projectdos projectingdigital copies. The number digital
projection screenis the main factor used to evaluate the projection space for 3D films.

IMAX films/ IMAX screens

IMAX, abbreviatd asiimage Maximuma nd al so def i neidasystem fof peojedirgg dilins of anleaggrescale
and higher display resolution than the traditional films

IMAX films refer to extra highesolution films shot by 70mm films or processed by caewsuandprojected onlMAX
screensIMAX screens refer to screef projecting IMAX films, the standard dimension of which is 22m in width and 16m
in height, and the widtko-height ratio of which does not necessarily strictly conform to the standard

Product placement

Incorporate product or brand or its representative visual signs or even service contents into film, TV series or program in
strategic wayand make them leave impression audienceshrough reappearance of the scéobechieve the puigse of
marketing.

Cinema advertising

Advertising specially made fdiims of public projectionand broadcasted before formal projection of a.film
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V Body of the Report

1 Overalll Situation Analy
in 2014

1.1 Environmentanalysisof Chi nads film industry

1.1.1 Policy environment: Diversified policy support boosted leapfrog

growth of the film & TV industry

Thefilm industry is faced with a favorableolicy environment on the whole. The film industry plays an important role in the
cultural industry andshows highlighted valige The new state leaders paid increasing attention to the cultural industry, and
donatedfilm & TV works in cultural diplomatic activities. This is an epitomeemporting film& TV contens and forming
internatonal impact.

Policies concerning the film industriy this periodhave several characteristics: 1) interaction and cooperation between
ministries and commissiordeepenedimplementation of plicies promulgated by the Ministry of Culture and SARW&S
supmrted and supplemented by competent authorities including the General Office of the State @wuNGijstry of
Finance and PBOC, which was favorable for industrialized operation and scale development of the film industry. 2) Capita
and capital clauseare the keySpecial film fund, talent cultivation program, financial product design and other measures
involving capital and market were further diversified. 3) Orientation of Internet culture and content creation was further
regulated, antheme andffinity to the populacevereemphasizedor content, culture and awareness. 4) The cultural industry
had shifted to a stagef quality group development, which is consistent with the state planning that the cultural industry will
become a pillar industry dhe national economy arns the onlyway for enterprises tenhancendustry competitiveness and

international impact.



2014 -2015 WAd = EFnd>~ & o

i ol

A

China Film Industry Report 2014  -2015 i
Policies concerning the film industry from 2013 to 2014
Time Policy Major contents Significance
Lecture of Xi Jinpin at Art| Creation isacentral task; people orieedt art and ) )
) ) ) Regulate the orientation
October 2014 and Entertainment Work | entertainmentlevelopmenshould noblindly follow the )
] of content creation
Symposium market.
) o Special projects,
Implementation Opinions n .
) State SME Galaxy Training Program; online class measures and talent
onVigorously Supporing ) ) i ) ]
August 2014 construction; professional title appraisal; cultural indus]| supportfor small and
Development oSmall ) ) )
] ) startup and innovation talent support program medium cultural
and Micro Businesses .
enterpries
Notice on Some o ) ] o
) o Arrange USD 16 million each year, submit key films ca Supportthe film industry
Economic Policies to ] ]
May 2014 by case for approval and supporiLB key subject films | development froma,
Support the Development ~ ) ]
) with impact. capital, landandfinanee
of Film Industry
The Ministry of Culture and PBOC witiuild cultural and | Promote cultural and
. financial cooperation demonstration eséa someegions | financial cooperation,
Opinions on Deeply ] ) ) ) ]
with mature cultural industry and good financial servicg andencourage the
March 2014 Promotng Cultural ) ) ) o )
] ] ) basis; play the role of public service platform of the combination of soail
Financial Cooperation o ) ) ) ) . )
Ministry of Culturefor cultural industry investment and | capital, financial capital
financing and cultural resources
Decision ofthe18thCPC Requirement for overall
Central Committeen ) ) ) strengthening of the
] ) Online construction, online theme; scale, )
November 2013 | Steadily Promadhg the ) o o ) cultural industry and
] o intensification andpecialization of the cultural industry
Construction of Socialist group
CulturalPower internationalization
©2015.03 EntGroup Inc. www.entgroup.com.cn

Table1- 1: Policies concerning the film industry from 2013 to 2014

1.1.2 Economt environment: capital participation upgraded, Internet

renovated thefilm & TV industry chains

Capital, Internet economy and industrialized layofitfiim & TV became the main economic environment factors for

development of the film industry in 2014.

By middle December 2014, there had been &8ural industryM&A cases, involvingthe capital of USD 16.1 billion, while

the figures in 2013 were 96 and USD 8 billionrespectively In 2014, the capitapenetrated into the film industry in a

pyramidshaped mamer. capital heat and prosperifp 2013 continuedn the beginning of the year; number of M&As,

participants, capital scale and valuation level surged in the middle of the year, mainly in the fiom&ofV fund, backdoor

listing, M&A of listed companyand group listing; at the end of the year, internal and external causes such as augit result

performance VAM, strategy adjustment and capital return led to M&A failure, expectailime and auditsuspensionso that

~ 8~
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the capitainvestmentooled dowrtemporarily.

Subjects of Internet economy and commerce represented by BAT started nmsotire film & TV business and established

companies or business divisions such as Igiyi Film, Baidu Film, AliFilm and Tencent Film+ to develop the stock magket of th

film industry chain and incremental links of pdiin industry chain. Video websites such as Heyi Film and Tencent video

investedin films and participatedn joint production, played the role of online marketiagd established entertainment and

interaction platforms for fans to explore Internet big film production model.

Listed films and video companies soudlatr diversified developmerand improvement othe industry chain. For example,

Huayi Brothers acquired maizuo.com, completgaligate placemet of USD 579 million andestablishedtrategic cooperation

with Tencent and Alibaba; Enlight Media acquired an animation compaoyght shares frona game companyand

established a joint venture with 360 to fiyn pay per view; Huace Media plannednfilbusiness, founded Beijing Film

Operation Center and joint venture Huacelgiyi Media and established 7 major business groups to grgmtoathits full

media channel matrixpneanwhile it accelerated implementinigs internationalization strategjpecane a shareholder of

Korean company NEW and introduced more international content resources.

Main film and TV M&A cases in 2014

Zhejiang Xinghe Culture Broker Limited Company|

Time Acquirer Seller ‘ Funds for M&A ‘
January Great Wall Group Shanghai Woshi Cultural Transmission Co., Ltd.| ysp 4.83 million
March Alibaba ChinaVision USD 805 million
Hualu Baina Blue Flame USD 402 million
April Hesheng Special Jinvi
inyingma illi
Material ying USD 35 million
May Enlight Media Xian Hai USD 37 million
MiaoQuHengSheng USD 26 million
Enlight Media Reifeng Network USD 28 million
June Bluearc Animation USD 33 million
Sun Shine and BAMC HDTV USD 222 million
Royal Dairy
Yujia Entertainment USD 110 million
Songliao Automotive JACKIE CHAN USD 75 million
August
BesTV adSage USD 100 million
Huayi Bros. GDC Technolodyimited USD 80 million
September
Great Wall Group Deepsea Games USD 119 million
Alpha Animation Discovery Entertainment Capital GP Limited USD 20 million
Beijing Century Partner Culture & Media Inc. USD 217 million
Beijing Jingxi Culture
October

&Tourism USD 121 million
Lhasa Qunxiang Culture Media Co., Ltd. USD 68 million
Huace Film & TV Next Entertainment World USD 48 million

©2015.03 Entgroup Inc.

www.entgroup.com.cn

Table % 2: Main film & TV M&A cases in 2014
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1.1.3 Social environment: audiencegrew rapidly, youths born after 1990

became the major force

In 2014, Ch i n a O0sincreasedapidly dgair with aayeatbriryean inceease a218 milion mantimes.In age
distribution Chinad dilm audiencesbetween 19 and 48ccounted for 87% of the total recent 2 yearsamongwhom
audiencesaged between 19 and 30 accounted for more than 50% and became the major film @udiemziication
backgound distributionaudiencesvi t h a bachel or 6s 6 degrepraccauntan for 80%. ISéniorrintelectdals e g
and white collars became the canediencesn Ching whose consumption and demands for fikefectthe situationof major

film audiences.

Meanwhile, the new force &hinese filmds emergingrapidly as neworcrossver directorsd wor ks a
increased significantly. Such films break the fixed model and are favoregblmygstersand core audiense With the
developmaet of theatersaudiences can accept increasingly extensive contents and informatiableb®and tend to have

fixed andfine demands for film contents.

Increasing trend of Chinese film audience from
" 2009 to 2015
45.57%
35.62%  36.14%
8
0
2009 2010 2011 2012 2013 2014 2015E
B Audience(100million) —®— Growth rate
00099900Qq9q0qqaaqqqqqqaqqaaqqaqaqqaqaqqaaqqaaq
Source) EntGroup Box Office Tracker(EBOT)
qaqaqaqaqaqaaqaoaoaoaoqaoqaqaqoaqoaoaaacaqaaqaqq
"~ 5348136 HgwJur xs Lqgf1l

Figure 1- 1: Increasing trend o€ h i n a awdierfcédronm2009 to 2015

~ 10 ~
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12Anal ysis of Chinads film box offi

1.2.1Total box office revenue o€hinese films

Total box office revenue doChinese filmsin 2014 reached USD 5.1 billiomyith an increase adlmost 36% Domestic box

office amounted tdJSD 4.76 billion, while overseas box officaome was onlyJSD 0.31 billion Thus the high growth was
mainly driven by domestic box office. The performanceGifinese filmsin overseas marketstill had no significant
improvement. However, as domestic capital éid & TV companies started to discuss with Hollywood on cooperation
through various channels and the two sides have signed investment and distribution agreements, overseas distributio

Chinese filmds expected to improvendsome SineUS caproduction films maexpandoverseas distribution marleet

Total box office revenue of Chinese films from 2010 to
2015

100

0.528 0.36150771 0.350

0275t —
0.359 0.330

80

60

40
20
0
2010 2011 2012 2013 2014 2015E
B Domestic box office revenue (USD 100 million) == Domestic box office revenue(USD 100 million)
~& Growth rate of domestic box office —®— Growth rate of total box office

nnnnnnnnnnnNnnNnnNnNnNnnNnNnNnNANPNNNnNNANNNANNNNNNANNNNNNNnN
Sourcex EntGroup Box Office Tracker (EBOT)

ARMAAAAAARAAARAAARAARAAARARAARAARAARAAAARAARAARRARMR
" 5348136 HqgqwJur xs Lqgf1l Www.entgroup.com.cn

Figure 1- 2: Total box office revenue @fhinese filmgrom 2010 to 2015
1.2.2 Comparison ofdomestic and impated films in box officeincome

Ratio of ret difference in box office contribution between domestic and imported films maintaineti2& &om 2009 to
2011, dropped te4% in 2012, rebounded amdseto 18% in 2013 and returned to average in 2014. Urdedtial effect of

hidden scheduling protection policies and censorship for imported films, the net difference in box office contributiom betwee

~ 11 ~
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office from domestic films and imported filnvgas 37% and 40% respectively. The contributiorCbinese filmsfell behind

imported films, and domestic films had to further improve their box office competitiveness.

Comparison of box office and contribution rate of

100 domestic films and imported films from 2009 to 2014

90 55%
80

5%

70

60

50
40

30

20

10
10 ‘
=l E
0
2009 2010 2011 2012 2013 2014
BN B X office of domestic films = Box office of imported films
—# Contribution rate of domestic films —®— Contribution rate of imported films

AAAARAAAARAAAAAAAAAANAAAARAANAAAAAAAAAAAARARAARNRA
Source: EnGroup Box Office Tracker (EBODnit: USD100 million
AAAARAAANAARAAAAAAAANAAANAANAAANAAAAAAAAARARAARNRA
5348136 HgwJur xs Lqgfl www.entgroup.com.cn

Figure 1- 3: Comparison of box office and contribution rate of domestic films and imported films from 2009 to 2014

~ 12 ~
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2 Study of Chinads Fil m Pr

2.1 Overview and analysis of Chinao

2.1.1 Totalproduction volume of Chinese filmsin 2014

With 2012 as a demarcation poilpmestic feature films have undergone charfgem steady increase to decremenid
deceleration, and domestic filnhgive been involved in the competition shifted from quantity to the sidglenfreduction
volumeeffect and box officeso improving the rate of capacity utilization becomes the key. As the last link of film production,
projectionin theates is the basic elemerit o r me a s u r i nThepejectidnprapdrt®on dR @mestidilms increased
from the lowlevelin 2010 to 50% and maintained a 31% compound growth rate in recent SHearszer film investors and

entitiesalsoshould pay more attention to soft indicators such as growth potential and reasons of igradtfitin to box

office.
Total output and number of exhibitions of domestic
feature films from 2006 to 2014
900
i o 43% 50%
25%  1gy, 20%  19% 179 28% 3%
—_— — {o— M
745
638 618
600 558
526
456
402 406
300
300
308
273
231
154
0
2006 2007 2008 2009 2010 2011 2012 2013 2014
mmmm Total output of domestic films mmmm Number of exhibitions of domestic films
—m— Exhibition Proportion
Source: EntGroup Box Office Tracker (EBOT)
©2015.03 EntGroup Inc. www.entgroup.com.cn
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2.2 Anal ysi sentiesinBldnados fil m
2. 2.1 Mar ket s h antitiesin2®14 Chi nadés f i | m

In 2014, top 15 filmentitiesaccounted for approximaieB0% market share witthe average of 2%, the market was relatively
scatteredthere was no significant gap between subjemtsl the markegiiantshad limited strength. Among traditional film
entities China Film Group maintained its leading positionthe advantage in quantity, Wanda Media strengthened its film
production business and jumped to the top among private compeardgsgt shares dEnlight Pictures and Huayi Brothers
declined due tdhe main effortsof promotionandreleaseandthe implemenation of film removalstrategiesespectively. As a
subsidiary of the Movie Chanr@CTV6, m1905.contankedtop 5 with quickest market risendthe stimulus byhigh box

office of Transformers 4. The cultural investment company Beijing HuagaiYingyue Emieetst earned 1.27% market share

by participatingn the production of the annual domestic blockbuster Breakup Buddies; Beijing Asian Union Culture & Media
Investment, Huace Film & TV and Talent International Media Group with TV series as main busindssvalsuccessively

entered top 10 under the joint effect of bullish film market and linkage beffilwes TV .

Market share of top 15 Chinese film makersin 2014

ChinaFilm 4.08%

3.17%

.
Wanda Media
.|

2.57%

BonaFilm
Le Vision Pictures 2.43%

2.15%

1905 (Beijing) Network Technology
Beijing Galloping Horse Media 2.12%

1.77%

Beijing Motianlun Media
Huangbo Studio 1.64%
Beijing Asian Union Culture 1.48%
HuaceFim& TV 1.35%
Enlight Pictures 1.33%
E.EMedia 1.33%
HuayiBrothers 1.32%
TalentInternational Media 1.27%

Huagai Yingyue Entertainment 1.27%

0.0% 2.5% 5.0%

TTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTT

Source: EntGroup Box Office Tracker (EBOT)
TTTTTTTTTTTTTTITTTTTTTTTTTTTTTTTTTTTTTTT
" 5348136 HgwJur xsl Lqgf 1l www.entgroup. com.cn
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2.3 Development trend adanlindusttys of C
2.3.1Film & TV companiescreated a waveof M&A with the intent of

crossover extension andnternetization

Alliance between film and media companies athe Internet is reflected in the cresser extension andhternetization.
internetizabn of Huayi Brothers involves the widest sco@entent production, terminals and derivatives in the industry chain
become an importandrientation forinternetization. For example, Alibaba and Tencent participatetHHuay i 6s pr i
placement of USD 57®illion in 2014,so thatHu a vy i was able to access Alibababés
entertainment resources acanductproject cooperation and plan execution purposefully; Youzu Networks, Alpha Animation
and Huace Media, with game, animatiord &V series as main business respectively, entered the film industry by developing
film projects based on content IP. The croser actions ofilm & TV companies centered on segments of the industry chain,
mobile phone game business with clear profit eldiecame an important investment target of miny& TV companies;

the promotionand distribution was subject to direct impact of Internet, so it became the key lifilknfé& TV companies to
strengthen integration of the industry chain, and such coiepaovered online ticket selling related business by means of

external acquisition and product R&D.
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Cross-over and Internetization analysis of film and TV companies in 2014

TV

Entertainment
World/setting up
Huace iQIYI Film &
TV
Company/purchasing

Croton Media

Fantasy games

Huayi Bros. Privateplacement Investing in Investing in Setting up
participated by Yinhan Games | www.maizuo.com| Xingying
Alibaba and Tencent Lianmeng by
cooperating
with Tencent
Enlight Media Founding a Investing in
joint venture Refeng
with 360 Network and
XianhaiScience
and Technology
Le Vision Cloud video Le Vision Leyingke
Pictures platform Mall
Wanda Media wandafilm.com
Stellar Mega Investing in Ipiao.com
Films Linekong
1905 Pictures 1905 Movie
Box series
Youzu Pictures| 6-8 films/year Youzu
Interactive
Alpha Pictures | Animation+ game + Investing in
film 451 Media
Group
Huace Film & | Investing in Next Investing in

©2015.03 EntGroup Inc.

www.entgroup.com.cn

Table 2 1: Crossover andnternetization analysis éfm & TV companies in 2014
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3 Study of Chinados Fi Il m Di

3.1 Overview of Chinabds film distr.i

3.1.1 Distribution mar k eigesirs20lr e of

China Film Group remained at the top positiormarket share in 201&nd Huaxia Film was the only company in the second
group with more than 20% market share. The two stateenterprises monopolized half the market share. Enlight Media

Bona Film and Wanda Medranked amongop 5 privatedfilm units, and United Exhibitor Partners, Heng Ye Film Distribution

and Beijing Anshi Yingna Entertainment rose sharpiyparticular,Heng Ye Film Distribution, whictis mainly engaged in
distribuion of small and medium cost genre films, gained 1.8% market share in 2014 with The House That Never Dies anc
Close Friend; comparativelljuayi Brothersa competitive veteramexperienced a downturn

Among the five major private enterprises, Enlight Mealia Wanda Media distributed most filntsach distributed.1 films).

As for average box office of single filnBona Filmrankedtop with the high box office of The Taking of Tiger Mountain 3D,
andEnlight Medidd s box of fi ce fr om D eaakyp Magterrande-ledt of gindteedeGdSDBymillioR r
Compared with 2013, thaveragesingle film box office of these private enterprises showed a declining trend on the whole,

andfailed toreach USD 80 million or eveldSD 48 million.

¢2L) mn / KAYlI Qa8 FAEY RA&AGNRAOdzIAZY

ChinaFilm 32.80%

22.89%

Huaxia Film

Enlight Pictures 7.75%

BonaFilm

5.99%

Wanda Media

Le Vision Pictures

Huayi Bros.

2.26%

United Exhibitor
2.00%
Partners

Heng Ye Film
1.77%

Distribution

Beijing Anshi Yingna
1.52%

Entertainment

0% 10% 20% 30% 40%
AAARAAAAAARAAAAAAAARAAARAAAAARARAARAAAAAARAAAAAAAARAAAAAAARAARRAR
Source: Ent@up Box Office Tracker (EBOT)

nnnnnnonnNnnNnnNnnnNnNnnNnNnNANNRNRNANRNANNANNRNANAANNARNNNNNANARNANANNANNANANNANANNNN

Figue31: Top 10 Chinads f iidmmarketsharanROlb ut i on enterprises
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Number of films and average box office of each box office interval of five major private

15 enterprisesin Chinain 2014
10 ® —0
2119 3468
3
5
1
0
Enlight Picture Wanda Media HuayiBros Le Vision Pictures BonaFilm
= Below USD 8.04 million = UsSD 8.04 million - USD 16 million
USD 16 million - USD 32 miillion = yYSD 32 million - USD 80 million
Over USD 80 million —®— Single film average box office (USD 10,000 )

nnAnnNnnNnANRNARNNANARNRNANANARNANARNNRAARNAARNANRNANNAANAN
Saurce; Ent@up Box Office Tracker (EBOT) .o a s

NAANAANANNAARNAANAN nnNnfinAAAAAAAAARARMRA
" 5348136 HgwJur xs1l Lqgf1l

Figure 3 2: Films distributed by five major private enterprises in China in 2014 and the average box office

3.1.2 Concentration Ratio Analysis of Chi nads fil m €

Distribution performance in 2014

CR4 of Chinaés fil m di st rhyl9.0480itkam 2018awhiteeOR8 increas 3.39%%0, whiaghc r e a
indicated thathe concentration ratiof the distribution marketvas further inproved. On the one hand, the two magnates,
namelyChina Film Group and Huaxia Film, regained their market share; on the other hand, top private enterprises such a
Enlight Media, Bona Films and Le Vision Picturespecially Wanda Medianhanced their miaet share steadilll private
companiegxcept Huayi Brotherfurther strengthened their distribution.

Specifically, many Hollywood blockbusters such Eansformers: Age of Extinction, Interstelland X-MEN: DAYS OF
FUTURE PASTall achieved sharp ineasein box office in 2014, which brought great advantages to China Film Group and
Huaxia Film having rightsvhich have rights of sharing revenue framported films. Thanks to rapidox office increasef

some hot domestic films, the private enterprisasied considerable prafifrom film distribution. Besides, the emergence of
three new companida Top 10 list,namelyUnited Exhibitor Partners, Heng Ye Film Distribution and Beijing Anshi Yingna
Entertainment, indicated the change of competition sdnati the distribution market.

United Exhibitor Partners only participatéa the distribution of three filmsand only two of them, namelthe Breakup
Buddies (USD 188 million) and My Old Classmate (USD 72 million) helped it akettuayi Brothers;Heng Ye Film
Distribution distributedsix films, but it mainly benefited frorthe House That Never Dies (USD 66 million) and Close Friend
(USD 32 million); the rise oBeijing Anshi Yingnha Entertainment mainiywed to theUSD 168 million box office ofThe

Monkey King.
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Wrs 43 Fklqgdgv il op glvwulexwlrqg hgwhusul vhyv i
degree
2012 2013 2014
Ranking . . .
UL ANTER Market share UL ENEER Market share ISPV Market share
by by 9%
1 China Film 38.24% China Film 32.41% China Film 32.80%
2 Huaxia Film 23.51% Huaxia Film 17.45% Huaxia Film 22.89%
. . Enligh
3 Huayi Bros. 10.22% Huayi Bros. 12.55% -niight 7.75%
Pictures
Enlight Le Visi .
4 -9 7.37% e vision 6.98% Bona Film 5.99%
Pictures Pictures
5 Bona Film 3.34% Enlight 3.69% Wanda Media 5.20%
Pictures
Mei Ah Le Vision
6 Huatianxia 2.21% Bona Film 3.18% . 4.10%
Film Pictures
. United
7 L;;:Lsrg’: 1.32% Wanda Media 1.85% Exhibitor 2.26%
Partners
8 Ste"lfirlr?]"sega 1.08% Edko Film 1.50% Huayi Bros. 2.00%
9 Edko Film 1.06% Union Pictures 1.47% Hengye Film 1.77%
il-M I . Anshi Yi
10 Sil-Metropole 0.83% SMG Pictures 1.21% nshi Yingna 1.52%
Organisation Entertainment
Others 10.82% 17.71% 13.72%
CR4 79.34% 69.39% 69.43%
CRS8 87.29% 79.60% 82.99%
Source: EntGroup Box Office Tracker (EBOT)
" 53 4 8 ErRGdoup Inc. www.entgroup.com.cn

Table31l: Top 10 Chi nabs f iinmarketconsentratiotratini2@4é ent er pri ses

4 Study of t heat er projecton n s
Industry in 2014

4.1 Overview of Chinabds film theate

4.1.1 Market overview

0  Quantity

According t o Enhe®wareadp drisan thefitar thaisstand @52 rural theater chains in China by the end of 2014
both of which will increaseln fact, many rural theater chains wewva together, sahe actual number of rural theater chain

was 231. EntGroup believéisaturban theater chains in China will witnemsincrease in market concentration and operation
efficiency in the future through integration and M&ndthere will be 510 leading theater chains with relatively large scale;
besides, rural theater chains will increase slowly under policy expansion protection.
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H Number of urban theater chains B Number of rural theater chains
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Source: Entf®up Box Office Tracker (EBOT)
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5348136 HgwJur xs Lqgf 1 Www.entgroup.com.cn

Figure4 1. Quantity of Chinabé6s theater chain from 2009 to
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U  Scale

According to EntGroup, urban theater chains in Claiclsieved the totd box office of USD 4.733 million in 2014. 33 of the
47 urban theater chaimgined thebox office of over USD 16 million,anincreaseof 4 YoY, but the growth rate declined by
1.7%; such theater chains accounted for 80% of the totdthe market sharecreasedy 7%.

Box office concentration of urban theater chains furthgroved The number otheater chainsvith the box office of over
USD 161 millionreached 10anincreaseof 4 than the previous year, accounting for 21% of total urban theaterschad
their box office accounted fd@6% oftotal urban box office. Thi€onforms tothe 20/80 principle. As theater chain market

becomes more matyremall and medium sized theater chains will be merged and acquired.

Box office quantity and proportion of
Chinese theater chains in 2014

0.298

0.298

USD 16-80 million

9 - USD 80-161 million - 0.192
5 - USD 161-322 million - 0.106
5 - Over USD 322 million - 0.106
20 15 10 5 0 0% 10% 20% 30% 40%
™ Quantity ® proportion

nnnnnnnonnNnnnNnnNnNnnNnnNnnNnNnnNnNnNnNnNnNnANnNNANNANNANNNANNNNANNNANNNNNNnN
Source: Enttdup Box Office Tracker (EBOT)

nnnnnnonnnNnnnoNnnNnnNnnNnNnNnNANNnNnNNANNRNNANRNANN AN NNANNNNnN

" 5348136 HgwJur xs Lqgfl www.entgroup.com.cn

Figure 4 2: Box office quantity and proportion of Chinese theater chains in 2014
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4.2 Analysis of theater chain market in 2014

4. 2.1 Mar ket characteristics of Chi

In 2014, otal box office of urban theater chains in China incredsetdSD 1.287 billon YoY, and the number of theater
chainswith the boxoffice of overUSD 161 million increased from 4 to 1Blajor theater chains further expandedir scale

and the situation of @Aone man@ipeedpcoowdmg to annudiotakbow officeadrowtma j o 1
rate and market share of theater chains, EntGroup redefined the first three groups of theater chains in 2014: ¥w#t group
annual total box officef above USD 643 million, currently oniycluding the listed Wanda Cinema Linthe superpower;
second groupvith the annual total box office between USD 2483 million, consisting ofChina Film Stellar, Dadi Theater
Circuit, Shanghai United Circuit, Guangzhou JinyiZhujiang and China Film South Cinema Circuit; thirdvifotipe annual

total box office between USM61-241 million, consisting ofZhejiang Time Cinema, China Film Group Digital Cinema Line,

Hengdian Cinema Line and Beijing New Film Association.

Division of three major groups of theater chains and screens of
Chinese filmsin 2014

Wanda Cinema

67696The first
grolp

Line

| ChinaFilm Stellar 39335|
1 Theater Chain

I Dadi Digital The second

Cinema 37817 |
1 | group
Shanghai United

| o 35507 |
| Circuit

Guangzhou Jinyi |
| Zhujiang 1

ChinaFilm South
Cinema Circuit

Zhejiang Time

19053

Cinema

China Film Group 17742 The third

group

Digital Cinema &
HG

. 17015

Entertainment

Beijing New Film
16309

Association

0 10000 20000 30000 40000 50000 60000 70000 80000
AAAAAAAAARAAAAAAAAAAAAAAAAARAAARAARAARAAAAAAAAAAR
Source: Ent®up Box Office Tracker (EBOT)  Unit: 105@00

nnnnnnnnnnnnnNnnNnNnnNnnNnNnnNnnNnNnNNNnNNNRNNNANANNANNRNNRNNNNNNNNN

" 5348136 HgwJurxs Lgf 1 www.entgroup.com.cn

Figure 4 3: Division of three major groups of thter chains and screens Ghinese filmsn 2014
In 2014, Wanda Cinema Line achieved outstandiegiormance and YoY increase bbx office by USD 161 million,

maintained its superpower position since 2009, emdrgedits gap with other theater chains. 2010, the gap in box office
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Comparativelythere was no significant gapnongthe second group of theater chains. The largest gap in bog affis USD

74 million in 2014, which wamuch less thathe gap between China Film Stella and Wanda Cinema Line.

43Devel opment trend analysis of Chi|
4.3.1 With listing of the first stock of theater chain was listed, chain

concentrationis further accelerated

Relying onhigh box office revenue for five consecutive years and gartbrmance irsingle screen box office, main business
profit margin,audiencemantime, and contribution rate aihember box office, Wanda Cinema Line was sudadigdisted.

The positive significance of the listinigs inthat it will further stimulate capital concentration and market congregation of the
theater chain markeand promote thehift of marketcompetitionfrom full competition to scale and brandnapetition. Wanda
Cinema Line, Jinyi Cinema Line and Shanghai United Circuitadtielerateheir IPO; theprojectionlink of the film industry
chain wildl continue to exert its terminal a d v agh inceegse sf a n
theater screen§yanda Cinema Line will focus dheater chain Internetization and brand operatidhe future; the business
unionand collaboration between Wanda Cinema Line and Wanda Media, Wuzhou Distribution and Wanda Plazag will brin

aboutcapital gain and brand upgrade of the theater chain.
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5 Study of t he apr@ect®n imdbstryC h |
In 2014

5.1 Overview of Chinabds film theate

5.1.1Developmentof theaters and screens in China in 2014

In2014,China 6 s t h e at ®increasewith 1,230 newly openettheatermationwide and 5,813 theaters in total. 5,919
new projection screens were added with an average daily increase of 16.2 projection screengptaidstheenseached
24,317. Theater gwth rate reached 26.8%, arcreaseof 2.3% than that 02013 while the projection screen growth rate
dropped by 8.1% YoY to 32.2%

Number of theaters and screens
in China from 2010 to 2014

30000
24317
20000
10000
0
2010 2011 2012 2013 2014
¥ Number of theaters ® Number of screens

nnnnnonnnnNnnNnnNnnNnnNnNnNnnNnnNnNnNnNnNNNANANNNNNANNNNANNNNANNnN
Source: Enttdup Box Office Tracker (EBOT)
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Figure 5 1: Number of theaters and screens in China from 2010 to 2014
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520verview of Omrketmad0d4 t heat er
5.2.1 Box office distribution of different grades of theaters in China in

2014

EBOTO6s b o xshow tiatheree weid @24 arrban theatensith the box officestatistics in China, which can be divided
into 5 gradesby annual box revenue, namehose ofabove USD 8.043 millionthose ofUSD 1.609 million to USD 8.043
million, those ofUSD 0.804 million to USD 1.609 milliorthose ofUSD 0.161 million to USD 0.804 million anthose of
below USD 0.161 million. Jackie Chan Cinema Beijing Yaaehieved theannual box office of USD 16.2248 million,
becomingthe first single theatawhoseannual box officeexceededJSD 16 million There were 37 theatevdth the annual
box office of above USD 8.043 million, accounting for only 0.8% of the total, and these thaatéeved the box officef
USD 368 million, accounting for 8% of the total box office. There were 926 themithrthe annuabox office between USD
1.609 million and USD 8.043 million, accounting for 19% in quantity, and these thaateesed the box officef USD 2.897
billion, accounting for 61% of the total box office. There wer@l8 theaterswith the annuabox office below USD 0.161
million, accounting for 39%f the tota] and these theateashieved the box officef USD 93 million, accounting for 2% of
the total box office. The core fose f Chi na6s t h e a érestll theatersiite the bioxnofic ietivéden WSD
1.609 million and USD 8.043 million. It is expected that the number of theaitérshe box officeabove USDL6 million will

increase accordingly 2015.
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< USD 160 thousand
UsSD 160-800 thousand
USD 0.8-1.61 million
USD 1.61-3.22 million
USD 3.22-4.83 million
USD 4.83-6.43 million
USD 6.43-8.04 million
USD 8.04-9.65 million
USD 9.65-11.26 million
USD 11.26-12.87 million
= USD 12.87 million

office revenue intervals in China in 2014

Theater number distribution proportion of various box

| 0.4%

0.2%

0.1%
0.1%

39.1%

0%

15%

30%

45%

Source: EntGroup Box Office Tracker (EBOT)

£2015.03 EntGroup Inc.

whww.ent group.com.cn

Figure 5 2: Distribution of theates of various box office revenue intervals in China in 2014

5.3 Study of ecommercedevelopmento f

Chi naéds

5.3.1 Analysis ofe-commerce developmenb f Ch i

naos

t heater

t heat ¢

According to the 38Statisti@l Reporton the InterneDevelopment in China published by CNNIC, Chibg December 2014,

had 694 million netizens witthe Internet penetration rate of 47.9%, and netizens below 30 gkbascounted for 56%f the

total. Ent Gr oup 6 dhat the numberi ofildyal dilm faes below 30 years old accedfibr almost 80%, and film

audiencesand Internet usersverlapconsideraby, which has driven new changesfitm consumers. Besides, local service

e-commerce market developed rapidly. Due to higlgfiency and strong consumer stickness of entertainment group purchase,

online ticket group purchase has become an important channel of O20 closed loop.

Currently, market subjects of domestic theateommerce market consist of five parts: first, thirdtp@nline ticket servicg

such asGewara, Wangpiao; secdgdgroup purchase sitesiich asNuomi, Meituan, Dianpin, etc.; thilg BAT apps,such as

Mobile Baidu, Wechat Film, Taobao Film, etc.; folythsites run by theater chairsich asshanghai Fim Group CGV, Hipiao,

Wanda Film, etc.; fthly, film communitiessuch asvtime, Douban, etc.
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Type of subjects in China" s theater e-commerce market

Gewara
wangpiac.com ...

Third party
anline

ticketing

Muomi, Meituan, Mtirme, Douban

Dianping.etc. (SN @ TR0 ...
Mobile 5 -
. Baidu, Alibaba Self-operation zfz
Baidu, Wechat, Taoh - : by theater cn.com, Hipiao, Wan
ac Movig, et « 1ENEEn chain da Media, etc.

Figure53: Type of subj eeconsmercemarkehi nads t heater e
Comprehensive coverage of network and popularization of smart mgaigetsalso promote the iteration of 020
consumption models as mobile devices are gradually replacing PCs. Currently, there are tens of mainstream ticket selling AP
which have become an important channeldadiencedo buy tickets. Such Apps generaligve core functions such as film
information inquiry, ticket price informatiomquiry, online seat booking and theater navigation, and some even offer trailer
preview, rating and review, communication and interacfiorctionsto make consumers obtain me reference information
before buying tickets. Among the Apps, Maoyan Film tiesbroadest theatatistributionin China (3500 theaters). On the
other hand, dataf O20 service can bebtained analyzed and reviewed tocreaseiox officeandprovide gudanceopinions

for film scheduling flow dredgingand operation management.

5.4 Analysis of development status
5.4.1 Theater construction leveldeclines driving non-first-tier film

watching growth potential

In recent 2 yearghe congruction of theaters in key tigr cities was saturated. Theater investment gradually moved 1 tier
and tier3 cities, and théevel of urban theater distributiobegan todecline There were 1,234 new theaters in 2014, among
which 803 were constructed tier-2 and tiefr3 cities(except the tied cities of Beijing, Shanghai, Guangzhou and Shenzhen)
accounting for 65% of the total, while those in4lecities only accounted for 10%. This indicates-Bieand tief3 cities have

officially become the maiplaces oftheater chain competition due to intense homogeneous competitiendrctities as well
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as construction and economic developmentief2 and tier3 cities which have millions of populatiomnd improving

entertainment consumption power andrghag power. With thedecline of film-watching market, the proportion of
film-watchingmantime growth intier-2 and tief3 citiesincreased to 33% in recent years. The huge market potential and
rational cost investment attracted theater investment coegda a t tteetierf2 amal tier3 cities Large theater chains with

more arrangements tier-2 and tief3 cities such as Data Cinema Chain, will take the initiative in future theater competition.

6 Themati c research: Stud

film & TV industry
6.1 OVERVIEW OF BAT'S EXPANSION AND CHARACTERISTICS

6.1.1Environment for the expansion

In 2014, Internet companies represented by BAT sped up their entry irfibrtl& TV industry,bringing aboutnew changes

to the film and TV industry stictureby rebuilding the film and TV industry chain with technology, platform and user thinking
and seekingrofit margin while overturning thélm & TV industry chain. BAT gradually extended from video platforms and
channels to upstream links and teratinsersand gotinvolved in content production amdassmarketing viapromotionand
distribution, IP hatching, crowdfunding investment, big data analysis, online ticketing service and online VOD. Asthaesult,
film & TV industry chain links became mdiversified, marketization of profit brought new models and new business
opportunities,and thefilm & TV contents andinternet modesbecamemore closely related to urban economy and

entertainment consumption of residents.

BAT’s film and TV industry chain

Channel end

Content end

Film and TV = Film and TV Theater chain / e Audience
production compary FEwewesnd distibution company e e theater e

Online ticket booking
c Social media ;
() Video website N
% &
%oo;. Fans platform 3 &
%o . A

s Traditional film and TV industry chain

st Film and TV industry chain after involvement of BAT
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Figure 6 1: B Al & 3V industry chain

6.1.20verview of the expansion

BATO6s f

il m bus

i ness

d e utssbusmgssmeodel and exologid layaB&sédyon adeahtagesefdexisting

Internet modeit formedthe characteristics dfusiness intgration andcooperatiorbetween departments. Different from Igiyi

vi deo a

nd Bai

du

sear ch

technol

ogy

s u Ppaba is comprethensivelyicvelved 6 s

in the film industry by acquiring HK Listed Company Culture Chiestablishing an operation team led by former senior

manageiZhang Qiangf China Film Group, reserving director cooperation and IP planning, gréiftm& TV crowdfunding

product Entertainment Investment Fund as well as online ticketing and socialtgliodubich Alibaba invested strategically

to achieve the synergy effect fiim & TV production andnternet modelgiyi Film and Tencent Film+ more emphasized

Internet gene and sougdiaffic conversiorfrom video and social portals.

Overview of BAT6s film and TV devel
Original business Online searchi middle | IM - social contact with| E-commerce platform 71
page business acquaintancésGame business | payment business
Development| Development | Iqiyi Film / Baidu Film | Alifilm (acquisition) / Heyi Film| Tencent Film + (busines
status subject (internally establishejl (participates of Youku Tudou) division)
Content Huace Iqgiyi Culture China [/ cooperatio| Tencent copyright
production agreement with Zhou Xingchi | development
Internet big film
Propaganda | Baifa Youxi, Nuomi Entertainment Investment Funl Wechat Film, QQ Film,
and Taobao Film, Maoyan Film, Sin| Dianping, Wechat
distribution Microblog
resources
New media| Iqiyi/PPS Youku Tudou Tencent Video
channels
Development purpose Big data traffic| E-commerce mode derivatives | User conversion 1
conversion +  videq collaborative culture an( improvement of the
content demand entertainment investment| interactive entertainmer|
arrangement sector + video platforn
requirements
Development characteristics| Technology i rely on| Businesg Copy B2C, C2C, O2d Entertainmenf with social
Internet search and vidg models user as core
technology
©2015.03 EntGroup Inc. Www.entgroup.com.cn

Table 6 1:

6.,2ANALYSI

6. 2

i

Bai dubs

mobilization and user migration, and most existing produstginate from technical development and lack of user

1

Competition strategy

Anal

Over vi efim&iIV dedelopraent

S OF

ysis

BATOS FI

LM UNI

TS

o f filnB&TVdinddssy ent ry i

s e a r oorhpetitive cahkimgadvertgigg business arehallengé by other Internet business models,

dimensions. As a key product of Baidiboutvideo and vertical business, Iqgiyi plays the role of traiffigpport and user

accumulationFilm & TV entertainment ishe superior content that contributéew, soexecutingoperation function othe
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nternet becomes the startifimgTyiodusiry. of

Bai duobs

Baidu’s film and TV
competition strategy

Baidu technology, cloud platform, data foundation
Web master, developer, ads resources

Requirements

Information
Social contact
Service

Film and TV
entertainment

Product
Search
Browser
Post bar Mobilization
Video e >
Map
Library

. Video + film &
Music _ TV entertainment

Traffic conversion

Figure 6 2: B a filnd &1 T&/ £ompetition strategy

U Involvement way/link

i nvol veme

Bai duds i nfilmiv¥ mepentds omn the Igiyi platform. It participates upstream investment and production

through specific channelpublicizes and markets thugh theacquired group purchase website and internally established

Baidu Film. In the future, projectsan be planned accordingrttedia library of PC and mobile esxd
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U Operation sujects

Film promotions and
distribution, investment,
crowdfunding, and big film
data mining

Analysis of Iqiyi Film

Cooperation with domestic
and overseafilm & TV
companies, coproduction of
films, copyright
development; and online filn
promotions

Advantages: Baidu series
products; technology and
data advantages; online film
operation cases
Disadvantages: insufficient
manpower, resource and
experience, busess model
to be verified

Online theater chain VOD;
online integrated marketing,
online ticket selling; IP and
game adaptation

©2015.03 EntGroujnc.

www.entgroup.com.cn

Online ticket selling; joint
film & TV investment

Analysis of Baidu Film

Integrate PC and mobile
search technologies, Baidu
Map and Nuomi group
purchaséusiness, and
develop business of 020
film production and
consumption

Advantages: existing mature
Baidu products; user
advantage

Disadvantages: positioning
and competition with Iqiyi
Film; business integration
and reorganization; model tg
be developed

Film review and personalize
search; social interaction
products; big data
development

©2015.03 EntGroup Inc.

www.entgroup.com.cn

Table 6 2: Analysis of Igiyi Film and Baidu Film

6.3 Future influence of BAT on the film industry

6.3.1 Innovation in industry chain links

The Internetdevelopmentdrives the innovation infilm & TV industry chain by new mode, new business and new method.

Based orbig datafilm & TV productsare designed and promot&dm the perspective af s e r s 6 tshaie ddvdloped ,

by fanaudiencesand specific filmsare produceéccording to data of the nmstream audiencén terms ofinvestment BAT

strengthens the joint investment of participants in variaspgects seeksthe optimal capital cooperation and resource

integration,and adds the newlinternet mode to cut intermediate cost of onlptemotionand offline production volumeln

terms ofchannelsijt imports traffic entrance of socialontact video and ticket service, integraterand marketing antuilds

the O20 matrix for promotionand distribution.
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Innovation in industry chain links

( User —\)'— products
— Content Big data N -z

( Fans —— 1P (Audience —— type

| 2 Joint
— Capital investment film S Theater
| preduction : chain
Crowdlueding Ticketing Marketing
020 promotion ' 1 ( | ( ‘

- S:::;:nda and dstrbution | secisl || video || Ticketatti

and distribution, - ~

bfoadcasting, Integrated brand marketing J

sales

Figure 6 4: Innovaton in industry chain links
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7 Study of Chinaos | m S (
7.1 Analysis of monthly film market in 2014

7.1.1Monthly box office championin 2014

According to EBOTO6s box office dasefim achidved thenlmorffichaf YSDh.28X o f f
billion, accounting for 27% market share. Imported films, monopolized by Hollywood blockbusters, had obvious advantages
by 9 films. Transformers 4 won the annual box office champion with USD 318 milliorcraadedthe highest box ofie

record in Chinaso far The 9 Hollywood blockbustersoveredthe genres o$cience fiction, action, cartoon, etn particular,

science fiction filmsfilled in the black ofChinesefilm market also showedhe business potential and value of such fjlarsl

to some exterpromotedthe development of domestic science fiction films in the future.

The domestic filmchampions ifrmonthly box office in 2014 were The Monkey King, Breakup Buddies and Fleet of Time,
which were distributed iSpring Festival péod, National Holidayperiodand New Year period respectiveRhese films, such

as Breakup Buddies and Fleet of Time, were diversified in genre but all characterized by small cost. Compared witt

Hollywood blockbusters, these films enjoyed high ROI

2014 monthly box office champion and monthly box office
revenue (USD 100M)
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Figure 7- 1: Monthly box office champiarand monthly box office reversigJSD 100M)in 2014
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7.1.2 Monthly box office trend ofChinese Mainlandin 2014

According to

-2015

EBOTO6s

b o x
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>3

entgroup

of f i cese fillhresih @cent thriegeearsimor@asel bignificandyx

The monthly average baxfice wasonly USD 222 millionin 2012, but roséo USD 286 million in 2013 andvendoubled in

2014with USD 396 million. An obvious difference in 2014 was the large gap between peak andrahlbsylt was USD 257

million in March, but was USD 595 million, indicating a difference as high as USD 338 mHisides, it can be seen that

Spring Festival perigdSummer Vocatioperiodand New Yeaperiodhavebecome stable peak periodshaix office evenue

after years of effortdNow schedule planning has been rather mature.

Monthly box office trend of China from 2014 to 2015
10 (USD 100M)
8
6
] /\
2 /A\H__‘/d/\‘/a/‘\m\‘
0]
Jan. | Feb. | Mar. | Apr. | May | Jun. | Jul. | Aug. | Sept. | Oct. | Nov. | Dec.
=4=2014| 304 | 5.2 26 | 29 | 357 454 585|422 | 303|444 | 374 | 416
=—&=2013| 264 | 343 | 225|294 | 332 283 | 29 | 364 | 204 | 255 | 251 | 344
==—2012| 115|152 | 116 | 099 | 108 | 158 | 202|116 | 149|174 | 149|121
Source: EntGroup Box Office Tracker (EBOT)
©2015.03 EntGroupInc www.entgroup.com.cn

Figure 7- 2: Monthly box office trend of China from 2014 to 2015 (USD 100M)

In 2014 the highest weekly box office was USD 187 millisvith the minimum d USD 49 million, and the averagd USD

91 million. In33 of 52 weeksweeklybox office was lower than the averagdile it was higher than the averaigeother19

weeks, whichindicates it was lower than the averageariost weeksThe three weekswith the boxoffice of overUSD 161

million, were mainly distributed inSpring Festival periodind Summer Vocatioperiod and premiere of Breakup Buddies

made the National Holidayecomea hot box office schedule.
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Weekly box office trend of China from 2014 to 2015 (USD 10,000)
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Figure 7- 3: Weekly box office trend of Clase filmdrom 2014 to 2015 (USD 10,000)
7.1.3Analysis of £hedule characteristis in 2014

EntGroup currentlyadopts the standard df3 schedulesin which a total box office of USD 2.799 billionwas achieved
accounting for 59% market share. Exc&pring Festival perigdSummer Vocation period andew Year period other
schedulesre of festival or holiday generallgstingfor 1-3 days.

In the summer periodasting for 3 months the box officeof USD 1.448 billionwas gainedand the box office champion
Transformers dccupied22% market share in box officavhich was lower than thieox office proportion of champiagin
other scheduledn the other two major scheduleSpring Festival perio@nd New Year period the box officeof USD 225
million and USD 547 millionwere achievedespectively, so the three big schedudestributedthe totalbox office of USD
2.236 billion, accounting for 47% market share, while the rest 10 schecludsbuted12% box office Currently, the
schedules in China show a polarization trend, 3pdng Festival perigdSummer Vocation period aridew Year periochave
relatively high maturity and markeoncentration ratioThe National Holiday periocbf 2014 contributedthe box officeof
USD 174 million, but Breakup Buddies alonecupied60% market sharen box office Such characteristic to some extent
indicates theNational Holiday periodhas not formed specific characteristics.

Results ofiilm distribution by scheduléen 2014show thatdomestic filmsdefeatedmported filmsslightly by the ratio of7 to 6
Importedfilms weremainly distributedn March to SeptembexsSpring Festival periodndNew Year periochave distinctive

Chinese characteristicl consideration bconsumption mentality of Chinese audiencesparted filmswere distributed in

~ 36 ~



- N .
2014-2015 WAd - EF 5~ & o @ 'Zg

China Film Industry Report 2014 -2015 entgroup

/__—__\___-—

such schedulet® avoid intense competition.

Schedule champion performance and duration proportion of the champion films in 2014
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Duration proportion of schedule box office champion fims

Figure 7- 4: Schedule champion performance and duration proportion of the champion films in 2014

8 Import and export of overseas copyright

8.1Import of overseas copyrightf Chi nads fi |l m mar ket

8.1.1 Summary of box office of imported films in 2014

Imported films can be divided into revenue sharing films and buyout films according totrtbduction pattern, and the
specific categories includeevenue sharing films, buyout films, Hong Kong films and Taiwan fil@strently, evenue
sharing films are introduced awistributedby China Film Group and Huaxia Film. New policies on imported filmese first
implementedn 2012,andthe upper limitof revenue sharing films increased from 20 to 34. At present, buyout films can be
imported by other companies, khe quotashould be applied fror@hina Film Group and Huaxia Film.

In 2014,China distributedh tatal of 74 imported filmgincluding 34 revenue sharing films reaching the upper limit, 34 buyout
films, and 3 Hong Kong films and Taiwan filmgslightincrease¢han69 in 2013 mainly. becausef the increase of buyout

films by 8 or 30.8%.

The box offte of buyout films through the year accounted for 12.12% of the total box office revenue of imported films, and

thebox office revenuef revenue sharing films accounted for 86.46fthe total It can be seen that thex office revenuef
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revenue sharin§jlms is farlargerthan that of buyout films, mainly because that revenue sharing filnsupegior tobuyout
films in both content qualityand promotionand distribution. There were a total of 6 Hong Kong films and Taiwan films, but
the total box offie revenue was only USD 9 millio@ategory diversity and cultural exchange role are more considered for

importing such filmsandmore attention should be paidttee commercial value.

Quantity, box office and proportion of imported

filmsin China &film marketin 2014

40
Taiwan film  Hong Kong filr
34 34 0.40% 0.01%
30
3 3
20 18.55
10
2.82
0.09 0.033
0
Revenue Buyout Tawan Hong
sharing films film Kong
films film
= Box office (USD 100 million) —® Quantity

000090999a9a40049q4a049a4949gqQqqaqaqaqaq
Source: EntGroup Box Office Tracker (EBOT)
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5348136 HgwJur xs Lqgf 1 www.entgroup.com.cn

Figure 8 1: Quantity, box office and propaon of filmsimported byChina in 2014
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onal film market

9.1 Overview of dobal film industry in 2014
9.1.1 Analysis of global box office revenue in 2014

QZR
entgroup

In 2014, global film box office revenue deased by% year on yeamairly becausef the centershift of global film market

growth and thengoingtransition of staged deceleration. In the next few years, the globabdiknoffice will increase by 5%

onaverageand ahigh growthrate may appear

Global film box office and growth rate from 2007 to
500 2014
2.7% 6.1% 5.8% 8.2% 2.5% 2.5% 7.5% 4.5%
— — & -— — — —— —a
250
0
2007 2008 2009 2010 2011 2012 2013 2014
BN Global film box office —®— Growthrate
AARAARAARAAARAAARAAAAAAARAAAAAARAAAAAAAAAAARARAADR
Source: EntGroup Box Office Tracker (EBOT) nit: USD 10nillion
AAAAAAAAAAAANAAANAAANAAAAAAAAAAAAAAAAAARARNRA
© 5348136 HgwJur xs Lqgf 1l www.entgroup.com.cn
Figure 9 1: Global film box office and growth rate from 2007 to 2014

In 2014, Asia, Western Europe and North America were still the important box office snaritee worldChi nads b o x

accounted formore than 10% of the global, an increade2.5% over 2013; correspondingly, thearketshare of North

Americadecreasedy 2.7% from 30.4% in 2013 dicating itsmarket sharevas further dilutegdthe gap of box office between

China and North America narrowed from 20.4% in 2013 to 15.2% in 20t4he box officeof China was still less than half

thatof North America.
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Box office and proportion of key countries in 2014
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Figure 9 2: Box office and proportion of key countries in 2014

9.2 Overview of the film industry in North America in 2014

9.2.1Performance ofNorth American film market in 2014

U  Box office

After a negative growth of box officen 2011, North Americ® s

f i | m dbceeaseddry 5.5 pereentage point2014

continung the decline tendency after 201&)d making the expectation of USD 11 billion box office end in naught. Slow

increase odecreaseavill become a characteristic dfo r t h

A m e dofficecnar@ies in theonext yeanfiainly because dhe

sluggish growth of audiensgpressure of higlicket price, share by other distribution windows, bad performance of sequel

and the global distribution problems, etc.
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Film box office and growth rate of North America
from 2007 to 2014
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Figure 9 3:Box office and growth rate of North Americéilmsfrom 2007 to 2014
0  Mantimesand average ticket price
From 2007 to 2014the film-watching mantimes of the North America decreased time whole The average matimes
reduced from 3.84i 2007 to 3.6 in 2014, decreasef 6.7%. Conversely, the average ticket price during this period increased
slowly, with a compound growth rate up to 2.4%. In 2014 filne-watchingmantimes in North America decreased by 90
million, and a total of USD .@3 billion box office revenue was dilutdzhsed on the average ticket price in 20Bdsides,
Nort h Amer i c aeclina &ldolbenause alfre khertened interval ofnline distribution and théncreaseof home

theaterevenue
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Number of film audience and average ticket price in
America from 2007 to 2014
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Figure 9 4: Number of filmaudiencesnd average ticket price in America from 2007 to 2014
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Company profile of EntGroup

As a leading entertainment industry information corisglbrganization in ChinaEntGroup, bBsed on its leading big
data solutions, has been focusing on insigittsindustries and consumers, providing data, research tiogssérvice
media conference and other products, and serving enterpiifes & TV, new media, entertainment marketirgc

Businessscope

EntGroup haslevelopedsubstantial industry solutions based on mass operating data and esearchnsumersand
has served hundreds of clientdrom the fields offiim and TV entertainment, videgonew media, cartoon game,
advertising marketing, publishing media, financial investment, government associati@o andthus accumulating
abundant customer service experience and cases. Ent@smpperateshe entertainmenindusty economy portal
(entgroup.ciy Annual Culture and Entertainment Meeting in China and other brand conferences.

Website of EntGroup:http://www.EntGroup.cn/

Legal statements

The Reportwas compiled by EntGroup International Informati@onsultancy Co., Ltd. (hereinafter referred to as
fiEntGroum). The company strived to makiee contentshereinaccurate and reliable, bsihall make no commitment on
and guaranteto the accuracy and completeness of the contents and refehemeas The companyshall not be liable

for the accuracy adhedataherein

Proprietary rights of all contentgrein(including but not limited to text, data, picturepn, LOGO and etc.) belong to
EntGroup, and are protected by Chinese and international copiaigb. LOGO of EntGrouphal be kept and the
source ofiEntGroup shallbe clearlymarkedfor the copy, reproduction arspreacbf the Reporandanycontent herein
For wse of the Reportfor business, profit, advertisingr any other purposeE nt Gr oonserth and special written
authorizatiorshall be necessagnds our ce of AENt Groupd shall be clearly
Any organizationor individual shall notuse any information herein for any other business purposgithout the
permission of original author drthe company.

Entgroup International Consulting (Beijing) Co.,LTD

Address: B101 Donglang Film Creative Industry Park, No.10 Lang Jia Yuangu@nen OuteAvenue, Chaoyang
District, Beijing.

Tel.: +86-10- 85899985

Website:http://www.entgroup.cn

Report Consuling &Business Cooperation
Chilly, Consulting Manager

E-mail: chilly@entgroup.cn

~ 47 ~


http://www.entgroup.cn/
http://www.entgroup.cn/

Entgroup
B1-01 Donglang Film Creative Industry Park, No.10 Lang Jia Yuan, Jian

Avenue , Chaoyang District, Beijing.
Telo 010 -85899985

http://www.entgroup.com.cn

= oy

>3

entgroup

guomen Outer



