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Where do you see your company's comparative advantage

or uniqueness in this crowded marketplace?

Tussai Our competitive advanfage
consiss in the fact that we offer to our
clients complefe solutions, from licens-
ing to the most diversified packaging.
More than this, we are the only
CDSA-certified company in the region.

Hosp Our sirength resides in the way
we deliver premium service packages
to our customers. As a general con-
tractor, we can look back on more
than 25 years of experience in this
challenging market. What makes kdg
unique is certainly our special family
spirit. Everyone in the team feels per-
sonally responsible for meeting the
needs of our customers. Last, but not
least, our location in the heart of the
Alps also makes us special.

Evans Ever since we launched the
company in 2000 we've had a pretty
good split of music, film, TV and kids
brands which has been great when
one is going through a slow period. |
also think we are seen as a very sta-
ble supplier, especially now we're part
of the Goldcrest family, and one with
a 12-year legacy of producing good
work.

Hromadko Since becoming part of
Kit Digital, a Nasdag-listed organisa-
tion focusing on the future of digital
content services, we've added bigger
value to our digital supply chain, fur
thering downstream and upstream pro-
duction across most of the digital con-
tent deliverables available today. Our
offline global footprint far exceeds our
competitors and our lead fimes in
bringing facilities online can be very
short. So, not only do we have the
widest range of digital content servic-
es for modern screens, but we could
potentially become the largest spread
network for digital distribution.

Villaume The fact that we were
Europe’s first independent to move info
Blu-ray gives a high level of credibility
and experience. BD, though, has not
yet proved itself fo be a resounding
success, despite being in the market-
place for now four years. Let's hope
the arrival of 3D will change its for-
tune, in which we already participate.

Clarke In contrast fo other compa-
nies, Silicon Philosophies are develop-
ers, suppliers, integrators and users of

Amongst the range of services you offer, which one grew

over the past two years and which one diminished?

Tussai Confent management and
markefing-related special promotions
are still on an increasing frend, con-
stantly. Straigthforward replication has
diminished as the retail market
deceased.

Hosp We saw a sharp growth in our
creafive services, premium packaging

and logistics, and a decline in manu-

factured discs on spindle.

Evans Bluray, Bluray 3D and mobile
Apps have grown the most, which has
also dragged along an increase in
volume of DVD because most Blu-ray
projects also need a DVD disc, and
we started picking up work that we
may not have had when only DVD
was needed as in the past.

Hromadko For the past fwo years,
Digital Cinema has shown the most
dynamic growth for us as a company.
Being a key player in multiscreen and
multi-format workflow, Digital Cinema
allows us to produce theatrical formats
and downstream the production for
Home Entertainment and IP deliver
ables. We've seen a fall in DVD pro-
duction, but with the growth of Blu-ray
and VoD, it shows a format rather than
a market shift.

Villaume VOD and e-business are
certainly our growth areas.

Clarke Demand for our 2D and 3D
encoders for Broadcast and Video

Post-production and VOD have grown
steadily. Traditional DVD production-
related products have fallen significant-
ly, due to web-based delivery of low
resolution video products and services.

Leye The optical market declined over
the last two years, but it will continue to
be a very important business for Verba-
fim because we are the largest global
supplier and it is @ major revenue con-
fributor for the company. In parallel, the

hard and software products. This
affords the competitive edge of being
able o develop, program, assemble
and deliver goods and services —
based on our own experiences and
production needs.

Bisdas Ve always target clients’
demands, being first to provide new
services based on the latest technology,
priced as competitively as possible.

Leye Verbatim is the Number One
supplier of optical products worldwide
which gives us significant economies
of scale. Verbatim is owned by Mit-
subishi Chemical Corp, and our suc-
cess has been largely due to the quali-
ty of the chemical technology that we
use which has been developed by
them. We also sell a range of other
products under the Verbatim brand
(hard disk drives, flash memory prod-
ucts, accessories and LED lighting)
which makes the company very stable
in fluctuating markets.

Elia We have a broad range of tech-
nical experience across a number of
different disciplines, so we can help
clients balance their technical require-
ments using the right tools against their
commercial objectives. We like to use
the right tool for the right job.

other storage businesses (hard disks,
flash memory) grew significantly during

this period.

Elia Certainly, Augmented Redlity has
been a big growth area for us during
this fime. Fewer people seem to be par
ticularly interested in video delivery and
distribution systems for web and mobile
as many are quite happy fo use the var-
ious commodity systems out there irre-
spective of their loss of brand.

Bisdas Ve experience a small growth
in blutay authoring as the DVD author
ing business keeps declining.

The non-home entertainment, corporate market is very

substantial as far as DVD is concerned, rarely mentioned in
statistics. Do you service this market segment as well?

Tussai Yes, we are frying fo increase
our involvement in the corporate mar-
ket segment.

Hosp Yes, we've being servicing the
corporate market from the start.

Evans \We do some corporate work,
but it's not our core business com-
pared fo home entertainment.

Hromadko Kit Digital is indeed
very acfive in this market already. We
provide communication via on-line
video solutions for our clients and their
customers, as well as internal video
communication platforms for global
businesses. We also offer content for-
matting solutions for the various appli-
cations used in the corporate market.
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Villaume The corporate segment
remains very small for us as percent-
age of turnover, and | suspect it will
remain so in the future.

Bisdas Ve are nof providing servic-
es for that area yet as there is not a
big market here.

Clarke Yes, most corporate clients
still request their productions fo be
authored for playback on DVD. This is
usually because they use laptops and
want to ensure playback of confent by
their sales force or end-customers.

Leye Verbatim is an important suppli-
er to the non-home, non-retail market
with a very sfrong position in the distri-
bution channel all over Europe.



Tussai We agree that online
delivery will take a significant
share from the packaged media,
but the latter will not disappear.
Actually, the two formats will co-
exist and complement each other.

Hosp Packaged media will
remain an essenfial component in
the business — bear in mind, we
still suply vinyll The level of unit
sales will probably decrease. Our
aim is fo fransform ourselves info a
best service company that proac-
tively meets the needs of its cus-
tomers.

Evans | hear everyone reports of
declining sales, but someone still
needs to make the first one.
Whether you sell 10 or 100,000
units, a DVD or Bluray master is
still needed fo be authored. The
trick will be how you run your busi-
ness fo manage the inevitable
decline in cost of those masfer
units. We are defermined to keep
going after the bigger brands that
will sell and sometfimes devote big-
ger budgefs. We do have plans
for moving to online, but we are
being patient and we don't see a
massive rush or necessity to do do
just yet.

Hromadkeo Discs will remain on
the market for a few years sfill, but
it will certainly become the lesser-
desired medium in times to come.
Kit Digital built its business on IP
deliverables, platforms and solu-
tions, so we are already preparing
for the transformation and are
opening up additional streams for
digital content services.

Villaume There is no competition
between online and packaged
media. Simply put, the market must
find a balance between the two,
one being a ‘dematerialised’
media. The real challenge is the
fight against piracy.

Bisdas | believe that packaged
media will never stay out of the

picture as CDs and even vinyl
records sfill exist. But online will
surely become dominant in the next
ten years — af least in major mar-
kefs as the US and Western
Europe. We are planning to keep
providing subtiling and encoding
services for packaged media.

Clarke My predictions are the
opposite! With all this hacking info
the Playstation libraries, the film stu-
dios will soon recognise that 100%
Copy Protection is a fallacy. Physi-
cal media and AACS are a “hin-
drance” to piracy, therefore high
resolution movie and other content
are less likely to be pirated when
stored on disc than when they're
floating around in the “clouds”.
Cloud-based distribution can be
likened to flocks of sheep on fields
surrounded by forests where wolves
live — if's simply a question of time.
We strongly discourage confent
distribution via digital delivery, and
will avoid it af all costs.

Leye We believe that a huge
number of consumers will always
stay with packaged media and in-
house storage for their data. There
will be a decline in media sales,
but there is a long, long fail to
come.

Elia While | am deeply involved in
the digital sphere I'd sfill rather buy
someone a book than give them
an Amazon voucher. There is sfill a
perception of value in a physical
product and | don't think that this
will necessarily die off completely.
However, there is a very clear
decline in the sales of packaged
media because they are not seen
as being as "convenient” as their
digital counterparts. Producers of
packaged media know that they
have to embrace digital media in
order to survive, but for each piece
of content that is available digitally,
it erodes sales of packaged
media. This is precisely one of the
areas where we apply fechnology
to bring those two sides together.
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The unexpectedly rapid fall in price of Blu-ray discs, early in the commercialisation of the format, makes the

economics of BD replication and authoring very challenging, especially in view of the heavy investment required.
What needs to happen to make it a viable, long-term business for independents?

Evans This is easy: prices for
what we do as an authoring com-
pany need fo stabilise.

Tussai The local market is at a
very early stage in the develop-
ment of Bluray. However, Eastern
Europe is characterised for its "big
steps” in development. Often
industries reach maturity, even
"burn-out" phase af an intermediary
stages. There is an obvious need
for more and proper content for
BD which could increase the vol-
ume of this market segment and
could nurture further developments.

Hromadko Re-releasing back
catalogue theatrically has proven
to be increasing Bluray sales, but
this only works on bigger titles with
substantial street prices. Releasing
triple play box sets (DVD+BD+
Digital Copy) is an innovative idea
that give consumers a choice of
format for different players in their
Hosp What is required is atfrac- homes and mobile players.
tive content with the BD discs
being markefed professionally in
order fo attract the attention of the
consumers. But, it's all about
content...

Villaume Indeed, we are very
concerned with the sharp fall in
manufacturing price given the
extremely heavy investment that

Do you see the arrival of 3D as the shot of adrenaline
the Blu-ray disc format badly needs to progress in the

market, or do you think consumers will make a success
of Blu-ray irrespective of whether 3D develops?

Hromadko 3D Bluray is driven
by television manufacturers. It's
imperative for hardware manufac-
turers to delivery the future in func-
tionality to drive TV sales. With
active shutter glasses being a short-
ferm solution and the focus current-
ly being on passive systems and
glassesfree systems, 3D will cer
tainly boost the 3D — and 2D -
Bluray markets in the years fo
come. The next wave of gaming
consoles will drive 3D in the home
even further.

Tussai Probably, the demand for
Bluray Disc will increase rapidly as
3D is going fo be spreading into
the market.

Hosp The real question is who is
driving 3D2 Who is seriously focus-
ing on it2 The other point is that
while some movies are excellent
for 3D others aren't. Apart from
this, the consumer electronics indus-
try needs to get involved and push
this development.

Evans Only if the powers that be
use 3D as part of an overall cam-
paign to improve consumer aware-
ness of Bluray as a format. On its
own 3D won't rescue or make up
for the shoddy introduction of the
BD format fo the world.

Villaume Unquestionably YES,

and we think 3D will save Bluray.

Clarke This is the case in Ger-
many, Ausfria, France and Scandi-
navia, but not in the eastern Euro-

The clearest picture
of the global media
NERES

Screen Digest’s Video Intelligence is the
leading source of market data and research
on the global video industry. To find out more
about all our services, contact:

Bluray lines requires. At least this
downward spiral in price is lead-
ing to a noticeable growth in BD
sales volumes.

Bisdas To be a longterm format
— af least in Greece — independ-
ents must invest in cheaper soft-
ware and use HD material from
files or HDCAMs in order fo

reduce the costs.

Clarke The greatest hindrance in
profitability lies in the following:
high AACS costs; unwillingness of
cusfomers to pay reasonable pro-
duction and authoring prices; pres-
sure from customers demanding
more features for less money; some

pean countries. Consumer accept-
ance of Bluray devices and tech-
nology is almost non-existent in
ltaly, for example. Content drives
inferest — not vice versa.

All TV stations in Germany are
required by law to offer HD broad-
cast by 2012. This form of regula-
fion will encourage consumers to
purchase HD-capable devices in
order to enjoy these broadcasts.

Prices of 2D felevisions and
players have fallen dramatically
and new 3D devices offer so
many improvements and feafures
over their predecessors, that pur-
chasing these are seen as cost
effective, sensible and practical
investments.

Bisdas 3D is another markefing
frick in order to sell new equipment
and make major companies richer.
I do not think 3D is well standard-
ised and it has a lot of problems to
be solved until it successfully enters
the home entertainment. The high

studios offer BD plus DVD pre-mas-
tering (combined) for rock-bottom
prices. The practice of price-dump-
ing needs fo stop. Studios are hurt-
ing themselves by undertaking pro-
ductions af or below cost! Unless
the industry setfles on standardised
prices to guarantee profitability —
highly unlikely — the situation will
remain dire.

Elia I's more a question of ensur-
ing that as many consumers (and
indeed businesses) are Bluray-
enabled as possible. People won't
buy into Bluray if they don't have
a machine to play it on, either in
consumer electronics or on their
computer.

definition quality by itself can be
the USP for Blu-ray and make the
difference from DVD.

Elia Admittedly, | think it actually
adds a layer of expense and com-
plexity which is undesirable at the
moment. The consumer electronics
companies spent a lot of fime ram-
ming HD down everyones' throats
when there really wasn't sufficient
content to justify if. In fact, the
largest source of HD confent is
only 720p and not 1080p any-
way so that hasn't made pur-
chasers of the latter particularly
happy. There are a number of
early adopters who will buy 3D
screens already, and some of them
probably even ditched their "HD-
ready" TV fo do it. Idiofs.

3D technology is a compelling
add-on value for Bluray, but the
technology on the periphery just
isn't sufficiently appealing or cost-
effective enough to justify mass
market acceptance.
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Do you think Blu-ray discs will eventually replace DVDs
completely or will they only partially replace them,

becoming a niche, albeit big?

Tussai \We think that Bluray discs
will replace slowly and only par-
tially DVDs, at least on our local
markef.

Hosp Not in the short term. DVD
is still the main mass media prod-
uct for home entertainment. Bluray
still has the reputation of being a
niche product for people who like
innovations.

Evans | think they'll live along
side each other for a few years,
but if the whole cost cycle for Blu-
ray starts to equal that of DVD we
may have another story. Bluray
could do better, but the industry
has fo address the appalling efforts
to promote the format fo the con-
sumer. Even five years on, foo
many consumers do not understand
the format even fo the point of real-
ising that they can play their exist-
ing collection of DVDs — and CDs
— in a Bluray player!

Hromadko Ii's not likely to com-
pletely replace DVD on its own. If's
my belief that the market will ulti-

mately be divided between Bluray
and IP, which will collectively mark

the demise of DVD.

Bisdas For home entertainment in
the next fen years | think DVD will

be replaced by online SD content

or HD and Bluray.

Worried

Clarke In view of the installed
base of inexpensive BD players,
PS3s, computers with bumners, reli-
able 25/50GB media, plus the
planned release of discs with much
higher storage capacity, BD will
eventually complefely replace DVD.

Leye Bluray will not be able to
replace DVD; it will remain a com-
plementary product. BD already

Tussai \We think that this format is
still developing and for the moment
it is not researched enough and
fully finalised. Probably, the current
3D system will be replaced with
an improved product.

Hosp It will likely stay a niche
within a niche, perhaps. It depends
on the development of glasses-free
auto-stereoscopic systems.

Evans | believe if the powers that
be can forcefully communicate the
excitement of 3D from the cinema

info the home then it has a fighting
chance.

Hromadko This is the first time
ever that excellent 3D results are
matched with reasonable distribu-
fion costs. In the past, 3D relied

has strong competition from hard

disc sforage solutions. The Blu-ray
storage market will increase, but

will not become as big as DVD-R
or CD-R. However, we foresee a

strong market for BD media.

Elia I's likely that Bluray discs will
replace DVDs, but like DVDs and
CD-ROM:s before them, they will
only gain mass-market acceptance
once the price comes down. Blu-
ray is appealing to consumers not
because of all the extra features on
prerecorded products, but because
of the extra sforage capacity. Peo-

on anaglyph systems in cinemas
and TV sets or on an expensive
synchronization process of two
video sources. Now with
advanced digital intermediate

processes in postproduction, adop-

tion of the format can be achieved
much more easily and at a lower

rate, making it more affordable to
bring it to the market.

Villaume Convergence between
TV programmes, theatrical films
and Bluray when it comes to 3D
give us some comfort as fo the suc-
cessful penetration of 3D Bluray.

Bisdas To stay or not fo stay, that
is a question for the 3D manufac-
turers that cannot decide whether
to go for a system with glasses or
without glasses.

ple are now hitting the limits of a
4.7Cb (DVD) disc as they have
more content to back up and
share with higher resolution digital
cameras and camcorders. CD and
DVD writers were extremely expen-
sive when they first hit the market,
but volume soon drove the price
down. If Blutay writers are able fo
reach the same critical mass as
CDs and DVDs before it, Blu-ray
will have taken over.

Villaume | think we will still
manufacture DVDs for many more
years to come. ..

Clarke 3D is no longer just a
novelty, but is steadily being
adapted info production and post-
production activities. As the avail-
ability of film, video, advertising,
training and educational content
increases, so will consumer inter-
est. Content is king!

Elia 3D has come and gone sev-
eral times over the years, but |
think we may be about fo make it
happen. 3D in cinema is now
quite commonplace and even
expected. The move fowards
greater use of CGI has made pro-
duction of stereoscopic imagery
easier and costeffective. Further
more, a dramatic cost reduction in
3D cameras from the expensive,
noisy and power hungry IMAX
cameras has put 3D within reach
of more producers. The only
remaining challenge is getting 3D
to extend further than cinema.
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Films on solid state/Flash memory, Holographic discs, 4,000-line Super HDTV are advanced technologies at

varying stages of development. Do you see any entering the consumer market and, if so, in what time frame?

Tussai There are cerfain technolo-
gies that could have a strong
impact on the opfical disc marke.
We estimate that these various
technologies listed could gain 10%
to 25% share of the consumer elec-
troncs market over three to five
years.

Hosp |t depends whether or how
fast cloud technology will become
a key facfor in the industry.

Evans Not in my working lifetime.
How can these new technologies
or devices boasting even better
quality be taken to the market and
be a success when the world sfrug-
gles to accept Bluray on a disc the

same size of CD and DVD that's
been around for decades?

Hromadko As mentioned, holo-
graphic projection will certainly
bring a new dimension to the con-
sumer, allowing audiences fo be
part of the scene, the final step fo
virtual reality. Surely, the race for
better resolution, sharper sound
and faster frame-rates will enhance
the experience, but this isn't what
will revolutionise the great break-
through in home entertainment.

Clarke This is sfill a long way off
as 4K success depends very much
on 3D’s accepfance and infegra-
tion.

Villaume Yes, in 2017.

Leye Other technologies have dif-
ferent benefits and disadvantages.
12cm optical discs provide an
inexpensive format for reliable
longerterm storage which con-
sumers are very familiar with and,
for what it does, today we cannot
see it being replaced by other stor-
age formats.

Elia Films on solid state storage
did attfempt to enter the market a
few years ago. The format is cer
tainly a very inferesting one
because it isn't bound by the same
capacity limitations as current opti-
cal media. It's also a good deal

more compact, and an increasing
number of TV and player manufac-
turers are including both USB and
SD support.

However, the issue that will
come back to bite everyone is the
encoding format. Many devices
opt for DivX, which is a (largely)
propriefary one and requires
devices to be licenced. This may
be fricky fo sustain and | can see
the industry looking for something
else in the same way as the W3
consortium has scoured the world
to find an open enough video for-
mat to back HTML5. Also, there is
the packaging of interactive content.
It's unlikely that this would use BD-
Live as content is a bit foo heavy.

An increasing number of manufacturers are moving into solar panel/cell segment, which they reckon has more

potential than packaged media. Is there enough synergy between the two industry sectors to warrant such a
move? Are you considering expanding your activities in the solar business as well?

Tussai Yes, there is a possibility
we could consider expanding our
activities into solar business, but it
depends mostly on the local politi-
cal and regulatory environment,
which has fo improve the legisla-
tion regarding green energy.

Hosp With our kdg energy com-
pany our shareholders have
already decided to step into the
field of renewable energies. There
are remarkable synergies between

the two sectors especially in
process management and infra-
structure. Such diversification is a
strategy, there's no doubt about itf.

Hromadko | don't envisage a
synergy between these two indus-
tries, unless the companies produc-
ing the opfical media already
have adoption technology in
place. The solar business is
already over saturated with Euro-
pean and Chinese product and

there is not much room for other
players in this market.

Villaume In fact, the appropriate
portfolio of activities rests on a cor-
rect strategy deployed by replica-
tors today. For a replicator very
present in the games and audio
sectors, but less so in the video
sector, the solar business certainly
represents an important diversifica-
tion. Remember that independent
replicators do not manufacture

Bluray games titles, which is the
exclusive preserve of Sony, appar-
ently...

Clarke We have no plan af pres-
ent fo enter this market.

Leye Our parent company Mit-
subishi Chemical is actively
involved into the solar segment but,
as of foday, we don't know
whether this will be a business that
Verbatim will become involved in.

B zoeBuckinghamibmited
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Diversification is claimed to be the best way of staying
afloat in the face of market uncertainty. How do you

see your company's range of services evolving over
the next 2 to 5 years?

Tussai \We have developed our
fulfillment and packaging activities
for other products, not related with
our industry. We are in the process
of analysing other developments
as well.

Hosp With our new division kdg
mediadirect we have just launched
our direct sales and e-business
operations. The goal is to provide
customers with a complete range of
services, right through to the end-
consumer. Our consultancy work
will therefore take on an even more
important role as it will be essential
for media business to be present in
each and every channel.

Evans | think we'll still be produc-
ing DVD, Bluray and Apps as a lof
of our work is producing for some
of the larger brands that will exist
and will wanf fo be bought and
sold on the platforms. As part of
Coldcrest, we have plans to devel-
op more joint services like broad-
cast graphics and other more post
based services that require a high
level of creative input.

Hromadko \We see 3D gaining
momentum in the digital content
sector. It's already standardized for
Cinema and Bluray, thus we see it
being the biggest driver for future
platforms like the Internet and IP tel-
evisions. This will have major
impacts on longterm industry shifts,
and companies like ours will have
to be ahead of the curve to cope
with the transformations and deliver
seamless infegrations for content
providers.

Villaume We are becoming ever
more a services company and
moving away from purely manufac-
turing activities.

Bisdas Ve are adding new serv-
ices and we will keep sfrengthen-
ing our presence in the next five

years as the local market is getting
smaller and new markets must be
approached.

Clarke For quite some time we
have followed and evangelised the
strategy | call “Diversify or Die”.
Additionally, we base much of our
success on collaboration, whereby
the synergy of our individual part-
ners allows us to create package
or modify our products and servic-
es as needed. We anticipate
growth in our range of services
and deployment of new products
as we focus on evolving markets
and broaden our customer base to
households, schools and communi-
fies.

Leye Over the last couple of
years Verbatim diversified info a
number of different storage mar-
kets, notably hard drives and flash
memory, and we will continue to
look at other opportunities in the
future. For instance, cloud storage
is something that we are cerfainly
considering adding fo our portfolio
sometime soon. In addition, in
2010, Verbatim launched ifs range
of LED lightning product, based on
the huge experience and produc-
tion capacities of our parent com-

pany Mitsubishi Chemical.

Elia In fact, since we first started,
there hasn't been any slowdown in
the rate of new technologies
appearing, and indeed our need
fo adapt o them. We can't stay
expert in a particular area for long
because it's quickly superseded by
another more advanced one. How-
ever, what we always aim fo do is
not fo chase the "bright, shiny light"
but o evaluate the most robust and
commerciallyviable technologies
with which to help our clients. That
hasn't changed in the lost fifteen
years of being in this field and so
I'd envisage that the next five years
will be no different!

We're often asked - is your
business film translation, subti-
tling or dubbing?

The answeris all of them -and
none of them.

We work with the localization
of audiovisual feed into the lan-
guages of the former CIS coun-
tries — mostly Russian, Ukrainian
and the Baltic ones.

So we know how to handle all
the challenges of the audiovisual
localization business.

TRANSLATION.We haveateam
of more than 30 interpreters and
9 editors trained in the peculiari-
ties of the audiovisual translation
who know how to adapt foreign
texts to rigorous constraints of
subtitling, closed captioning,
dubbing and lip sync.

SUBS AND DUBS CREATION — We create them using state-of-the-
art subtitling software and our own studio premises. Thus RuFilms
is capable of meeting tight deadlines and rapid turnovers and can
substantiate this ability with references from our clients such as the
20th Century Fox CIS.

OUTPUT - Subtitles and closed captions nowadays have a variety
of uses that go beyond Line 21 CCs in broadcasts and DVD subti-
tles. There are such rapidly growing media outlets as AVOD players
(for example, in-flight devices), IPads and other digital age solutions.
Due to the use of the advanced software and the training of our
personnel we are capable of meeting almost any requirements for
closed captions and graphic outputs.

CONVERSION — Our customers and audiences in various coun-
tries use varying hardware and software solutions for subtitling and
closed captioning. More requirements are set forth by Internet sub-
title usage and HD/Blu-Ray advent to the market. The catalogue ti-
tles of various media libraries of content providers and creators are
going up for reruns and reissues. The media marketing plans have
expanded to cover ever more usage windows. Thus the issue of for-
mat conversion and format adaptation lab services emerged. We're
successful tackling it.

3D - Stereoscopic video is a recent development in the mass
market. But it has brought along an array of issues related to the
adaptation of various viewing conventions for the new experience.
3D movies are much more immersive in terms of commanding the
attention of the viewers, but the audiences are much more irritated
when the illusions of depth and reality are broken. So 3D subtitling
needs an in-depth knowledge of the business. We work with 3D
subtitles in the Cyrillic domain.

And what is very appealing to our partners — we do all that at
very competitive rates.

RUFILMS. WE INTELLIGENTLY LOCALIZE YOUR DIGITAL FLOW.

We're looking forward to working with you.

SUBTITLING
THE DIGITAL FLOW

RuFilms

Phone: +7 (495) 504-7512
www.rusubtitles.com
subdep@rusubtitles.com
master_concept@mtu-net.ru



Tussai Yes, we agree that 3D
depends subsfantially on glasses-
free systems; maybe in three
yearse

Hosp That's a question for the
consumer elecfronics industry.
Undoubtedly, the supply chains
will need something new to keep
prices at a premium.

Evans | think that if we expect the
success to 3D to rest entirely on
the acceptance of glassesfree sys-
tems then we are already on the
wrong path and too late. Get con-
sumers inferested and excited in
standard Bluray NOW and excite
them further with 3D NOW. The
glassesfree systems will then
become an even further exciting
development and not the hope that
it might save the new format.

Hromadko | personally believe
that the next generation of 3D
viewing will be holographic pro-
jection, a new way for showcas-
ing content that should be avail-
able within the next 10 years or
so. Auto-stereoscopic displays are
limited by resolution, number of

Hosp With regard fo royalties,
our industry is still unwilling to
learn from its mistakes. Blu-ray
presents the same unfair situation
that exists for DVD since the royalty
question has not yet been clarified
for all players in the field. Why
didn't the patent holders decide to
sef up things differently2 Why did-
n't they combine it with AACS in
order to make it more transparent
to customers?

As anyone can see, replication
prices are falling rapidly and the
BD lifecycle will definitely be short-
er than that of DVD. Unfortunately
— and that is not just a rheforical
question — how will the huge
invesiments in Blutay be paid
back, at least for independent
replicators?

viewers and many other confribut-
ing factors. The experience will
only improve and, yes, you'll cer-
tainly see 3D without glasses in the
future, but this will only work on
some plafform, not really in cine-
mas.

Villaume Undeniably, the neces-
sity to wear glasses will slow the

infroduction of 3D. However, they
will be indispendable until at least

2014.

Bisdas For me glasses are a big
drawback. If there were glasses-
free TV system then, yes, Bluray
will have another strong card com-
pared to SD and DVD.

Clarke This is again a regional
and cultural issue. In Germany,
some refail stores gave away multi-
colored passive glasses, which can
be used with the new LG 3D felevi-
sions and also in the cinema.
Teenagers and kids enjoy the vari-
ety of colors and consider wearing
them as being “cool.”

This is the greatest motivating
factor, since most parents buy prod-
ucts for the benefit and enjoyment

Evans Taking the risk of upsetting
some in the industry, | think the
authoring business is in a dire
state. | don't seen how anyone
would ever want to invest in setting
up an authoring facility to service
the next five years when the eco-
nomics are ruined. Unless you're
already established and have paid
off all or a substantial chunk of
your equipment, | don't see how
anyone can make profits worth the
pains and efforts.

All I've seen in the last three
years are colleagues closing their
authoring facilities or turning them
fowards ofher services — no one is
sefting up or expanding their
authoring operations. Will we
reach a point where there will be
a demand for authoring, with no

of their kids. These same teenagers
and young adults represent the
future customer base for 3D and
related electronic products.

Elia That's certainly a significant
factor, but the overall price is prob-
ably the greater challenge. The
glasses themselves are expensive
and in any household with young
children, it's quite likely that many

one able to safisfy it, at least at a
level the consumer expect in terms
of quality?

Volume sales may be dropping,
but a master sfill needs o be pro-
duce, and | worry we've reached
a point where if's no longer sustain-
able for many companies to offer
this service. The Pavement is lucky
in many ways. We've been around
since 2000 and with the mix and
scale of some of our work | know
what authoring we can offer in the
coming years, but | also know my
own desirable capacity farget.

Hromadko Ii's a very interesfing
and exciting time for the entire digi-
tal supply chain. | see a very
strong future in the IP sector; it will
uliimately become the final frontier
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would need to be replaced on a
regular basis. Parents would also
be concemed about their children
having to wear glasses just to
watch TVI

There is also the perception of
potential health dangers with wear-
ing these types of glasses, espe-
cially as a number of 3D glasses
are calibrated by default for an
adult wearer.

for content delivery, packaging
and multi-platform distribution.
Cloud-based systems offer com-
plete interoperability between vari-
ous playback devices, offering the
consumer more choices on output
deliverables than ever before.

Bisdas BEVWARE of YouTubell!

Clarke If you follow what's going
on in the professional world of
stereoscopic 3D you will discover
just how much is being already
done worldwide in 3D production.

Leye It will be interesting fo see
other sforage formats evolve,
although it is not clear af this stage
which of the formats on the horizon
will dominate in the future.
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DIGITAL MEDIA PRODUCTION

Unscrambling the Technology
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Contact: Bob Auger
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