Nesta Revenue Summary:

There are eight (9) separate revenue streams that have been identified. All these revenues can be generated, but at different times within the next 24 months. I have attached a time line illustrating the revenue-producing span for each stream. For the purpose of this estimate, all figures are calculated for this 18 month period. 

They are detailed as follows:-

1. Production service for 3rd party film projects.

· The trading vehicle, Mod Films Limited (hereafter referred to as Mod Films), will provide consultancy and management services involving digital asset management (of varying complexity) for each customer and help manage their relationships with interactive media companies. 

· Preferably the service will start from day 1 of pre-production of the film projects and continue to post-production, and potentially beyond for other non-theatrical releases (e.g. DVD). 

· The entry-level fee is £299/week base rate, for a remote-managed extranet. This rate will vary depending on the scale of the production, how many people are required for the job, and the required flows of information.

· The target market is UK production. In 2002, there were 115 productions with a total value of £566.88 mill (UK Film Council 2002). 

· Since this is a new product, I have estimated that we can secure 10% of the market in the first year with productions averaging 6 months.

· Potential minimum revenue = £299 x 26 x 11 x 2yrs
= £128,271

2. Production service for 3rd party production libraries

· Mod Films would be maintaining asset management systems for productions in Stream 1 by the end of filming. Each system will contain surplus assets that can be converted to saleable products, for example, DVD’s of outtakes, gag reels, footage from production meetings, screentests, concept art and storyboards etc. 

· Mod Films will act as a consultant and generate a report identifying all potential saleable products. 

· The standard fee will have a starting rate of £1,500 for a simple project. This is contingent on Stream 1 happening first. If Mod Films did not provide asset management services, Mod Films can still offer this report to a production company at a starting rate of £2,500.

· Potential revenue (minimum) = £1,500 x 11 x 2yrs
= £33,000

3. Technology licensing for 3rd party developers

· In creating the re-mixable film, Sanctuary, software will be written which can be licensed to 3rd parties. 

· Once the following technology is created (e.g. rough animation previsualisation, GROOVER - rhythm game), these tools will be very useful for other game developers. We anticipate a strong demand for licensing.

· The industry standard licensing fee is 10% of the production budget.

· Potential revenue = £15,000 x 11 x 1yr = £165,000 assuming same market penetration.

4. Online Community Advertising

· modfilms.net will act as a portal to communities that already re-mix media (eg. VJForums.com).

· modfilms.net will also be active for the final stages of testing the re-mixable film Sanctuary, generating a lot of traffic on the web-site.

· The advertising model will be based on rotating (shared sponsor) banners, each with a maximum of five sponsors. The minimum spend is £40 + VAT per 50,000 impressions.

· modfilms.net will have an estimated six rotating banners across the portal.

· The website modfilms.com is now up to communicate the business proposition and will be used as a tool to secure advertisers for modfilms.net.

· Revenue for five sponsors per banner = 5 x 6 x £40 = £1,200 net per 50,000 impressions.

· Potential revenue based on 150,000 impressions = £1,200 x 3 = £3,600

5. Sanctuary Clearance fees for producers

· 3rd parties can license individual Sanctuary assets for commercial use (e.g. video clips, audio clips, 360 photography) in other products (e.g. films, videos, commercials, games).

· 3rd parties can license Sanctuary, as a whole, as a commercial remix for sale or promotional use (e.g. “Absolut Sanctuary” for Absolut Vodka).

· The market rate for picture library usage is roughly £50/second. 

· The market rate for non-theatrical use of feature films is roughly £60/screening.

· Existing feature films are only ever permitted to be used in their original audio-visual mix. Sanctuary opens up a new market opportunity for non-linear usage.

· The potential market for re-usage will be media producers creating products for the teenage market. The action story and its principal character (a teenage girl) will have a broad marketability to young girls and boys.

· Potential revenue has been estimated at a modest £5,000.

6. Direct DVD sales to home users/ SANCTUARY royalties (indirect sales) from games publisher

· Sanctuary will be released at the end of the project to be played on a PC.

· The UK is the second largest market for PC software in Europe (Germany being the largest).

· In the UK there are 138 PC titles that have achieved sales in excess of 50,000 units. In 2002, the average number of PC units sold per title in the UK was 10,274 with the average revenue being £196,960. (Midway Games Limited statistical report, September 2003).

· Sanctuary has wider appeal in the marketplace since it will also attract young girls to the storyline. It has a ‘kids love it’ element that is critical in a film’s popularity. 

· Scriptwriter, Issue 13, quotes that “In roughly 75% of all the top movies in 2002, home video movie revenues (VHS and DVD) out-earned the movies’ take at the box office.” 

· Sanctuary will be sold at £10 per unit on the retail market. Consideration has been made for bulk selling at a discount to schools as training aids.

· We anticipate higher sales levels than average, not incorporating school sales. Based on 25,000 units sold in the re-mixable film’s life span, Potential revenue = £10 x 25,000 x 0.5yrs = £125,000.

· If Sanctuary is distributed by a games publisher on our behalf, then a royalty would be received within the vicinity of 15%, being £18,750 recoupable against any advances the publisher would have paid.

· If these sales were made directly by modfilms.net then sales are expected in the region of 10,274 as per the 2002 statistics. 85% of this income would be received after agent commission.

· Potential revenue (direct) = £10 x 10,274 x 0.5 yrs x 0.85 = £43,665

7. Film IP Option for film producer

· Sanctuary is a prequel to the feature script “ten weeks in the head bin”. The script will be available to acquire as an option by film producers.

· This will likely not happen until Sanctuary is completed.

· The option value will depend on the success of Sanctuary.

· Potential revenue (market value) = £2,000,000

8. Online Community Subscriptions

· Sanctuary will be released on DVD. It can be viewed simply as DVD-ROM or interactively (built as a Renderware application) on PC or a game console. Control of the experience will be via keyboard & mouse, an Eyetoy-style webcam or gamepad.

· An online subscriber community will be set-up so that those interactive viewers who re-mix (mod) the film can upload their creations onto the web site for others to share and further manipulate.

· This community will be a major revenue generator that is potentially sustainable and will have the ability to increase as the online content develops.

· As more people create, the more there is to share and talk about. With an appropriate viral marketing plan, the community will grow by word of mouth as friends see what the interactive users have created and then try it out themselves.

· All re-mixes and re-mixing tools will be available to subscribers. Subscription will become increasingly valuable once several films’ worth of assets are available to cross-pollinate. Without subscription, it will still be possible to browse forums, access the top ten re-mixes and create customised merchandise like dialogue ring tones.

· At this early stage it is hard to calculate what the monthly figures will be for both subscriber numbers and the fee charged. Once all facilities available to the subscriber and associated costs are more established, then a pricing analysis will be carried out.

9. Merchandise
· The re-mixable film format will allow merchandise to be created more easily and in some cases allow for creation on-the-fly. Envisaged merchandise includes ring-tones, screensavers, desktop wallpapers, mobile games, and desktop software (e.g. Tamagotchi-style virtual pets)
· Today around 50 mobile phone models support MP3 ring tones yet the market is predominantly monophonic and polyphonic ring tones (synthesised audio only). Once phones support MP3 playback more widely, there will be an explosion in the market for re-selling pre-existing audio in smaller chunks. UK market forecasts on MP3 ring tones were not found. The US market for ring tones is estimated at US$4 billion by 2008. A forecast made purely on monophonic and polyphonic ring tones, of the total youth spend across Europe on ring tones, was €543 Million by 2006 (polyphonic), up from €80 Million in 2003. The estimated spend on monophonic ring tones by youth across Europe in 2003 was €386 Million.  Multimedia messaging is set to grow from €10 Million to €114 Million from 2003 to 2006.
· The market for user-driven phone content has already proved successful in the music industry (many bands earn more from ring tones than singles). Any film that is released in a re-mixable format could provide unprecedented access to its component assets (soundtrack clips), something that mainstream fans would pay for if it was more convenient than piracy.
· It is hard to calculate what the monthly figures will be but apart from the initial film there is an opportunity to use Sanctuary as a template and demo to license the format to studios for film catalogue re-releases. 
