The Fly was on the wall at the Film Victoria DVD Seminar in Melbourne, 6 June 2005. Presenters spoke
on DVD content development, production and distribution.

At the event Dilanchian ran a legal hypothetical as well as a talk on legal protection for DVD content.

Why DVDs? DVD sales and rental revenue began in Australia in 1997 and took off in 1999. DVDs affect

the contractual revenues and livelihood of:

content development stakeholders (eg writers and other creators; producers and publishers);
distributors and channel stakeholders (eg DVD distributors, video stores, TV networks, telcos);

PC and software developers; and
online and off line entrepreneurs.

Australian video rental revenue in 2004
amounted to A$222.4 million. DVDs accounted
for 85% of rentals, rest in peace VHS. The Fly's
local is now a DVD rental outlet, it hardly has
any VHS. At VideoEzy typically only 15% of the
shelfspace is now held for VHS. Source: Tony
Romano General Manager, Video Ezy Victoria and
President of Australian Video Rental Retailers
Association (AVRRA).

VideoEzy's annual revenue was A$126 million.
Compare that to revenues of others in the top 20
for electronic media: eg A$870 million for PBL,
A$368 for Austar and A$230 for WIN. Source:
lbisworld, BRW 21-27 April 2005, p. 29.

Video rental outlets have been in Australia for
25 years. In 2005 there were 2,100 specialty
video stores. There are three franchises (Video
Ezy with 560 shops, Blockbuster with 400 shops
and Civic Video with 300 shops) and two buying
groups (Network Video and
Leading Edge Group). Rental
is 80% of store turnover,
whereas in other countries it is

say 55% and 70%. Average g,y goes it with
overnight rental is now $5.50. 560 shops
Ex-rental DVDs are

approximately 6.5% of the revenue of a store.
Source : Tony Romano, General Manager, Video Ezy,
Victoria and President of AVRRA.

But which sale channel is the biggest? Both in
terms of DVD units sold and DVD revenues,

over 50% comes for the
distributors in  Australia
from three mass merchant
retailers Kmart, Big W and
Target. Another 25% or so
in units sold and revenues
comes from HiFi
entertainment stores such as HMV, JB HiFi,
Leading Edge and Sanity. The remaining
channels include toy stores, department stores,
retail and electronic specialists. Source: Roslyn
Wilson, General Manager, Roadshow Entertainment.

The top renting genres over a 10 year period in
rough order are: at the top comedy, then action,
drama, thrillers, children, family, horror, sci-fi
and adventure. Source: Tony Romano, General
Manager, Video Ezy, Victoria and President of
AVRRA. For the Video Ezy group back
catalogue activity has risen 30% since DVDs
were introduced.

Major DVD distributors in Australia include
Twentieth Century Fox Home Entertainment,
Universal Pictures Video, Buena Vista Home
Entertainment, Roadshow Entertainment,
Warner Vision, Columbia Tristar Home Video.
Source : BRW, April 7-13, 2005, p. 56 and 58.

"Independent" DVD distributors in Australia
include Magna Pacific, Kaleidascope (a division
of Shock Records), 21st Century Video and
Rainbow Video. Source: Roslyn Wilson, General
Manager, Roadshow Entertainment.
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3 stores account for over
50% of DVD sales



Facts on DVDs
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DVD sales in 2003- 2004 were 39.65 million
units, up from 1.46 million in 1999-2000.
Source: Visual Software Distributors Association
quoted in an issue of The AFR Magazine in 2005, p.
87.

DVD prices continue to trend down, currently a
typical price is A$20-25. Source : Roslyn Wilson,
General Manager, Roadshow Entertainment.

The DVD revenue pie is typically split as
follows: 5% for the licensor, 10% for the
producer, 35% for the publisher, 20% for the
distributor and 30% for the retailer. Source : John
Thomas, co-founder, Dataworks.

New business models chasing the DVD tail
are Homescreen (launched November 2004),

Fetchmovies (launched
by Telstra in January
2005), Quickflix

(supported by Optus and

Qantas). Each claims to
have about 10,000 titles available for rent which
is five times more than a large suburban video
store. Source: Roslyn Wilson, General Manager,
Roadshow Entertainment. There is also TransAct
in Canberra, an innovative fibre network with
true video on demand and 4,000 subscribers.

Old viewing habits are a-changing. DVDs and
home theatre technology have made it difficult to
market Sunday night blockbuster movies on free
to air TV according to Tim Worner, Channel
Seven's programmer and David Mott, Channel
Ten's programmer. Ten ran Gladiator to launch
the ratings year in 2005. Nine countered with
the Australian film, Looking for Alibrandi.
Gladiator lost that battle. It seems the audience
had already seen or bought it on DVD. Source :
"Home Invasion: DVDs are revolutionising our TV
viewing habits" by Michael Idato, The Guide section
of the Sydney Morning Herald, 29 Aug - 4 September
2005, p. 4.

The Fly now understands why Sunday night is
taken up by exclusive events and specials eg
Big Brother and
Australian Idol.  The
final episodes of each
were No.1 and No.2
raters on Aussie TV in

2004. Big brother is watching

and so are we
“The proportion of
metropolitan households with DVD players has
risen from 43% in 2003 to 62% in 2004. The
proportion of metropolitan households with
VCRs has dropped slightly in 2004 from 87% to
86%, or at least 1 VCR, and from 28% to 27%
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for 2 or more VCRs.” Source: Get the Picture,
Australian Film Commission. The Fly recognises
here too the reality that “media fragments ”,
meaning that new formats and devices enter the
market and take a slice of the audience without
necessarily neatly replacing what came before.
The Fly says convergence is hyped but multiple
delivery platforms and multiple formats with long
tails are the reality, media fragments.

Old distribution business models are a-
challenged . The screen entertainment
business model is built on a "window" structure.
Classically, a film is first released at the cinema,
then DVD rental, DVD retail, pay-per-view cable,
basic cable and finally free-to-air TV. Each gets
a window, yet now the windows are shrinking,
shuffling, shifting or disappearing. For example
the window between DVD rental and sale has
been abolished. This poses strategic
challenges for those who live by the window and
the certainty of the classic model.

Has DVD passed its prime? The DVD rental
and sale market is still growing but at a
diminishing rate. There are changes ahead eg
competition from new incompatible DVD
formats, PS2 and Xbox, DVD mail order and
Pay TV. Revenue growth is coming from the
lower priced DVDs, eg sold under A$21. DVDs
sold for A$11 to A$16 account for 23% of all
units sold in 2004 and 45% of overall unit
growth. DVD rental revenues are expected to
decline at an average of 4% per annum. By
2007-2008 they are expected to be a further
20% smaller than what it was in 2001-2002.
Source : Roslyn  Wilson, General Manager,
Roadshow Entertainment.

More competition . As
at June 2005, Pay TV
subscriber numbers for
Foxtel were 1,023,000; for Optus Television
157,000, and for Austar 514,450. Total about
1.7 million subscribers. Source: Get the Picture,
Australian Film Commission.

Is Foxtel's Box Office
Movies challenging DVDs?

Current DVD players will not play future DVD
formats - DVD-HD and Blue Ray. The former
can fit five times more content than a DVD.

Market knowledge helps produce better
decisions and outcomes and improved
business models. The Fly sources
statistics from cited events or as
indicated.
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