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INTRODUCTION

Insofar as organisations representing professionals in the film, video and broadcast industries have

(a) substantial knowledge and experience of the industry, and

(b) a right to participate in the determination of the industry’s future, the organisations who have
participated in this report have done so with the intention of contributing to the best possible
framework for the future funding and administration of the industry.

This report represents the consensus view of all the major representative bodies in the film industry, which
are listed in Addendum 1.

The report is intended to establish the broad principles of the issues raised, and does not attempt to tackle
any detail. We freely acknowledge that the matters raised have not been adequately researched and our
conclusions and recommendations cannot be definitive. This is one of the reasons for our recommendation
that a research body should be established to further investigate the proposals in this document.

Because of the role that video productions can play in strengthening the audiovisual communications network
in South Africa, the term "film" used throughout the document is meant as a generic term for both film and
video.

In view of the process of negotiation currently taking place in South Africa, the Film and Broadcast Forum
believes it would be to the detriment of the film industry if any single party to negotiations attempts to
unilaterally restructure the system of public aid to this industry.

We therefore submit the Consensus Report to all the participants in Codesa/The Interim Government and
urge them to give serious attention to the establishment of structures necessary to address the issue.

Communication is one of the cornerstones of democracy. South Africa’s mass communications infrastructure
is underdeveloped and unable to meet the demands placed upon it by changing conditions.

Film and video can make an important contribution to the process of democratisation and development that
needs to take place, but it can only do so if the current structures of state regulation and support are changed
to reflect new priorities.
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SUMMARY

- The participating industry bodies are united in the belief that the administration of, and state support
for the feature film industry needs to be re-established on an entirely new basis. The unsatisfactory
state of the industry clearly indicates a lack of direction.

- We recommend that State aid to the film industry should be administered by a new statutory body,
referred to as the South African Film Foundation.

- We recommend that a Research Team should be established to thoroughly research all aspects of the
proposed statutory body, and to make definitive recommendations on its establishment, staffing,
functions, etc, in consultation with a variety of interest groups.

- We argue that films are an important part of the cultural domain of any country, but particularly
important in South Africa, where social change depends on the quality of communication in the
society. Thus a plan for the continued existence and improvement of film productions is in the
interest of the South African people. This argument is supported by international examples, as most
countries support their film industries in various ways.

= We suggest that certain other matters relating to the film industry could fall under the SAFF, to
facilitate a continuity of logic in decision-making and to establish a central identity for the industry.

- Our proposals in regard to financing are subject to the findings of the proposed Research Team. The
South African Film and Television Institute and the Film and Allied Workers Organisation have
agreed to initially differ on the guidelines for funding and two separate proposals are submitted in
this regard. We are confident that the research team will make the recommendations required for the
finalization of a financial structure.

- We discuss the influence that the distribution, exhibition and broadcasting industries have on local
film makers.
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MAIN RECOMMENDATIONS

1. ESTABLISHMENT OF A STATUTORY BODY

~ We believe the best solution for the successful funding of the feature film industry is through a statutory
body. The aims and objectives of this body would be to:

- promote the development of an indigenous, national South African film industry, free of racism and
sexism
- set up financial mechanisms involving both the state and the private sector to support this objective

- put the funding and administrative procedures of the film industry on a sound, consistent and
equitable footing

- put the funding and administrative procedures in the hands of suitably qualified personnel

- make the industry responsible for liaising with the statutory body to utilise the funding in the best
possible way

= serve as the basis for the overall rejuvenation of the industry
- adopt affirmative action policies to redress the imbalances of the past
- support film training

- support wider distribution and exhibition of local product, films and videos, particularly in areas who
currently have the least access to audiovisual communication

- fund ongoing research into audiovisual matters and to make the information available as widely as
possible

- maintain relations with foreign film industries
- fund film and video archives
The proposed statutory body is referred to as the "South African Film Foundation" (SAFF) in this

document. It is merely a working name and could be changed in time. We recommend that the statutory
body, be implemented as soon as possible, as a priority by Codesa/Interim Government.
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2. ESTABLISHMENT OF THE SAFE

For the SAFF to be successfully launched, a good deal of researcii would be needed. We are thus
recommending that a sum of money sufficient to fund a directorate for the SAFF and a supporting reseach
team, should be made available with immediate effect.

ESTABLISHMENT OF THE BOARD OF DIRECTORS

The board of directors should be appointed by the appropriate section of Codesa/the Interim government,
from invited nominations of suitably qualified candidates. The directors appointed to the board should be
representative of, or skilled in one or more of the following areas: Law, Finance, Industry (appointments
should be made with specific regard to the knowledge required viz a viz the film industry), Education, the
Community, Culture, and an academic, A full time executive director should report to, and be included on,
the board. We would suggest that the chairman of the board is a permanent appointment, either for a specific
tenure or reviewable on a regular basis, and that other members could be rotated.

No candidate with a material vested interest in the industry, could be appointed to the board of SAFF, unless
they were prepared to divest themselves of this interest. Cognizance should be taken of the fact that we are
dealing with an industry with a cultural overlay.

There are further comments relating to the structure and functions of the staff of the SAFF on page 12 of

this document.

Research Team - Establishment

We believe the Research Team should be established as a priority by the board of directors of SAFF, as part
of this statutory body, to which it will be responsible. This will give proper control to funding, and
continuity to the research which will become an ongoing function of the Statutory Body.

We recommend that the research team should consult widely within the industry, with Government and other
political players, with cultural, financial, educational and training institutions, international film, television,
video and development experts, with broadcasters and with representatives of civil society. The research
team should also consider overseas bodies more closely, for suitable models.

Finally, the Research Team should make recommendations to the board of directors on the establishment,
structure, management, area of operation, personnel and procedures of the SAFF.



Interim Consensus Report 7

Research Team - Structure

We believe the Research Team should consist of a full time Research Leader and the necessary fulltime staff
(we estimate Leader + 3 researchers and one secretary).

The Research Leader will be responsible to the director of the SAFF, assigning work to the researchers,
keeping to deadlines, and budget administration.

The Research Leader and researchers will also undertake consultation with relevant political, commercial
and cultural interests, and internationally with such sources as can be helpful.

CULTURAL AND DEVELOPMENTAL VALUE OF THE FILM INDUSTRY

Every culture views itself through its communication media, its arts literature and entertainment. This self-
perception is vital to healthy and creative communities; sophisticated and versatile media are a hallmark of
successful societies.

Furthermore, the successful transformation of society in South Africa is completely dependant on
communication. We will, in a sense, be bringing down our own Berlin wall - the artificial communication
barrier between people. We have much to do in rediscovering our own history, discovering our neighbours
and compatriots, and developing a sense of the value of our society which has historically been suppressed.

At the same time, we will be communicating with the outside world to a much greater extent than in the
past. South Africa’s return to the international community as an Apartheid-free society will require many
levels of communication.

Film uses the language of images; in a country with low literacy and a variety of spoken languages, this
language is the most effective communicator of all. Films like Katrina, Mapantsula, Fiela se Kind and Taxi
na Soweto have already shown a capability in tackling issues across cultural divides and providing a
perspective from community to community in SA.
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INTERNATIONAL NORMS

Most of the nations of the world acknowledge the importance of their filii industries for the reason discussed
above. Moreover, most countries have to deal with the domination of American films at the box office. (For
a discussion of the reasons for this domination. see Addendum 2.) It has reached the point where American
films now by and large define the artistic and entertainment conventions of popular film throughout the
world. American films are the norm; everything else is deviant.

The consequences of this for non-American cultures have been severe, and many countries have taken steps
to support their indigenous film makers..

Australia:

The Film Finance Corporation has for many years supported TV and film production, funding project
development, production loans and prints and advertising grants to the extent of about Aus $60 million
annually.

France:

The Centre National de la Cinematographie (CNC) serves as a clear example of the success that is possible
through a good statutory body. There are two clear measures of this success: Firstly, French film attendance
in 1990 amounted to 120 million tickets sold, an average of 2,3 cinema visits by every man, woman and
child - much higher than for any other country that was studied. Secondly, of these tickets, 37% were for
French films, a figure that is about double other western countries. (See Addendum 3 for an in-depth study
of the CNC system)

Burkina Faso:

State support to and administration of the film industry in Burkina Faso operate along the same lines as those
of the CNC. It is currently one of the biggest film-producing countries in Africa (including South Africa)
and it has clearly demonstrated the developmental and communication value of film, especially in its rural
areas.

More research needs to be done about film structures elsewhere in the world, particularly in other
developing countries.

Economically, the film industry has potential for import substitution in terms of American product. It also
has the capacity to earn foreign exchange, and to create employment.
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GUIDING PRINCIPLES OF THE STAFF

The SAFF will be an independent statutory body

The SAFF will be an independent statutory body, headed by a Board of Governors appointed from
leaders in the society and in communications and the media. The SAFF will employ professional full-
time staff with appropriate skills. Its composition will be such that it cannot be used to further the
commercial interest of any one company or sector of the industry.

Funding procedures should apply to different branches of the industry and should encourage films
of all types

Commercial viability must not be the sole criterion for the support of films. All types of films -
entertainment, cultural, educational, art, international co-production, etc - must benefit. The
underlying assumption here is that a diversity of film types makes the industry as a whole more
healthy; an exchange of experience between various types of film-making enlarges them all. An
industry which is focused exclusively on maximising profit would inevitably become shallow and
artless. The current system of automatic aid to the film industry is on its own not sufficient to
achieve the required diversity of films. Mechanisms for the unbiased allocation of selective aid
(involving the selection of scripts and projects according to specific guidelines) should be put into
place.

SAFF to liaise with local television industry

As film products routinely earn a significant portion of their income from TV licensing, the SAFF
should be constituted with a view to converging its aims with that of the television industry. If an
Independent Broadcasting Authority comes into existence, the SAFF would liaise with the IBA in
matters of mutual interest.

OTHER AIMS

The promotion of visual literacy and the cultivation of local audiences for local productions.

Improved training facilities

Protection against foreign exploitation

Audit of box office receipts, or SAFF control of cinema ticket sales, to be determined by the Research

Team.
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SAFF’S FUNDING SCHEME - MECHANISMS

- SAFF financial support mechanisms should cover all stages of film production

Historically, subsidies have been granted on the basis of box office performance. The new
mechanisms should take account of the need to support the industry at all levels. Funding should be
available for production, distribution, exhibition, training, script and project development, co-
productions, marketing etc, of film and video productions.

= No film may be totally funded by the SAFF

Whatever financial support mechanisms are used to promote film production, no film should ever
receive total funding by these mechanisms. The requirement of satisfying an audience and thus
creating audience demand is an integral part of the film-maker’s responsibility, and funding should
not be such that it relieves him of this responsibility. Furthermore, maintaining a level of risk for
the producers allows the natural market forces to play a role. The SAFF will not assist any film
project where such assistance would create a situation where the producers are in profit prior to
release of the film.

- Funding of films should employ a variety of mechanisms

In general it is agreed that the traditional box office subsidy alone is not an effective mechanism for
support of the industry. Box office subsidies may continue, but only as one of a range of funding
mechanisms. Others include grants, subordinated loans, and low cost loans.

2 The State assist in the export and international marketing of films

Notwithstanding any support via the SAFF, producers who are exporting films should be granted the
same assistance that is given to all other export industries.

- Funding mechanisms should encourage private sector involvement in film proiects towards building
a strong local film industry

- Donations to the SAFF should qualify for deduction in terms of section 18a of the Income Tax Act.
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FUNDING THE SAFF

In addition to direct state grants, mechanisms of ongoing funding should be put into place.

Possible financing for these mechanisms:

Taxation

In many countries, film industry support schemes are financed by a levy on cinema tickets and TV licences.
In South Africa, the recently introduced VAT on cinema tickets provides additional income to the fiscus of
the order of R60 million. The research team should investigate the possibility of channelling those funds to
the film industry support scheme.

Other possibilities are:

Import duties

An import duty on foreign programming for theatrical, video distributors and broadcasters.
AND

Withholding tax levied on foreign remittances, made by broadcasters and distributors to international
principals, at a level of 10% could net approximately R50 million for the fiscus.
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STRUCTURE AND FUNCTIONS OF THE STAFF

Board of Directors

The Board of directors that controls SAFF will initially draw up the aims and procedures of the SAFF and
will be instrumental in implementing the new mechanisms required to re-structure the industry and the
legislation which will govern it. Thereafter they will meet regularly to guide the executive and full-time
staff in interpreting, revising and carrying out the aims of the SAFF.

This will include, inter alia, determining broad criteria for films qualifying for assistance, the distribution

of funds across films of different types, the degree of assistance producers can expect from SAFF staff,
reporting procedures, etc.

Executive and full-time staff

The SAFF should be run by a Chief Executive and full time staff according to the guidelines laid down by
the Board. To be suitably qualified to carry out their task, the executive and staff will be people with an
understanding of the film industry, business in general, contractual and legal matters, film training. etc. It
is thus probable that the SAFF will be staffed by people previously employed in the film or related
industries, merchant banking, etc.

Staff members must have no financial interest in any film production or facilities company.

It is conceivable that the SAFF may from time to tome appoint or second temporary staff to handle short-
term functions, to advise or assist in implementing schemes from overseas, etc.
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The executive and staff of the SAFF will carry out the aims and intentions laid down by the Board of
Governors. We repeat that we believe that these functions should be fully researched by the research team,
but we believe they will include the broad areas described below. The number of activities might seem large,
but we foresee a small staff which wears many hats. We firmly believe that the SAFF should be structured
in such a way that it is an efficient, enthusiastic team, and not a self-serving bureaucracy.

Areas of operation

Administration and internal finance

This function will include the efficient management of all funds received by the SAFF.

Assisting films which are essentially commercial

This department would receive and consider applications for funding for producers, and liaise with them in
structuring their financing in such a way as to take advantage of the support mechanisms of the SAFF to
maximise their appeal to private enterprise. This category may be further sub-divided.

Assisting films which are essentially non-commercial

We believe this function is significantly different from the above, in that the SAFF will probably be
supplying a greater proportion of the management skills, guiding the producer in the efficient management
of his project. The SAFF would also provide guidance in structuring the project so that it is as attractive
as possible to broadcasters and other users who might provide additional income to the project. This category
may be further sub-divided.

Training

The SAFF should facilitate the co-ordination of all film-related training schemes, in company, in universities
and technikons, etc.
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Promotions Department

The SAFF should fund activities which promote local films, publicize the achievements of our film-makers,
draw attention to the cultural and entertainment value of our films, and generally place the film industry in
the awareness of the local and international public. An expert team which specifically promoted film as an
investment medium to the financial community could also show the flag at suitable occasions like the annual
Financial Mail investment conference, etc.

Industry Liaison

The SAFF should not be remote from, or authoritarian towards, the film-makers it serves. There should be
a consultative forum between the SAFF and film-makers, to allow for active participation by the industry
in the activities and direction of the SAFF. Extending this, we believe the SAFF will have a useful role to
play in being the "home" of the industry. Because SAFF staff will deal with film-makers at all levels, they
will be able to perform many informal liaison functions within the industry, and between the industry and
others.

Archive management

The SAFF may not necessarily physically administrate the archives, but might allocate funding for that
purpose.

Research and information

The Research and Information section of the SAFF should conduct and facilitate research into all aspects
of the film and television industries.

Short Films

Support for short film projects should be designed to enable newcomers to the film industry to gain
experience. X

Regional initiatives

The SAFF will support and encourage the development of cinema and video centres in the different regions
of South Africa.

The protection of free market mechanisms

The SAFF will have as one of its aims, the formulation of regulation to ensure that monopolies in the film
industry do not endanger free market principles and the free flow of information through unfair competition.
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DISTRIBUTION, EXHIBITION & BROADCASTING

We recommend that the research team should look into remedies for the possible bias against local films
amongst distributors, exhibitors and broadcasters. To explain this recommendation, we need to expound on
the marketing side of the film industry somewhat.

The success of individual films, and of the film-production industry as a whole, is greatly determined by
elements over which film-makers have very little influence - distribution, exhibition and broadcasting.

It is important to understand that a good film does not necessarily get the market exposure commensurate
with its quality or potential appeal. Distributors, exhibitors and broadcasters are in competitive industries
of their own and have no obligation to assist film-makers in winning a market for their products.

Let us briefly examine the position of the local distributors and exhibitors of films. Each year they have the
choice of several dozen international pictures. Because the films have already been shown in their home
markets, their success or otherwise is already largely known, and local distributors can ignore the failure
and purchase only the winners. These almost always have massive budgets and well-known stars, have
largely recouped their costs in much larger markets and are comparatively "cheap" for local distributors.
The stars generate free publicity in the form of articles and pictures in the glossy magazines and
entertainment Press. Critics comment on the millions, sometimes hundred of millions that these films have
already earned overseas, thus virtually ensuring a compulsive tendency to support the films here.

This is what the locally-made film is competing against for screen-time. The locally-made film is completely
unproved, has little potential for generating interest via big name stars, and faces a great barrier of
scepticism.

This situation needs to be changed if there is to be a future for the local industry.

It 1S not our intention to recommend that the distributors, exhibitors and broadcasters be forced to do
anything other than exercise their normal commercial judgement in selecting their product. But we do
believe that creative incentives to promote local films could be instituted and supported by the SAFF. The
research team should investigate such incentives.

We reject the premise that local product is automatically inferior to imported product, and point to the
experience in television where, although a great deal of American product is still paramount on our screens,
good local productions are given prime-time screening, and turn out to be very popular with audiences.

The lack of cinemas in black areas is one of the main limiting factors in local film-makers reaching local
audiences, and it is possible that the SAFF could be a motivating force in making the development of such
cinemas possible.

This would greatly enhance the cultural and informative role of film-making, as well as opening up new
markets which would assist locally-produced films in recouping their costs.
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ADDENDUM 1

Participating bodies

All organisations in the film and broadcasting industries support this report through the Film and
Broadcasting Forum (FBF)

SAFTI - South African Film and Television Institute
Representing film and television production companies, facility houses, distributors.

Associate members are: The Commercial Producers Association, National Television
Association.

FAWO - Film and Allied Workers Organisation

Representing film-makers, film educationalist, independent distributors and exhibitors,
technicians and the community vide sector on a national level.

SAFFTA - SA Film & Television Technicians Union
SAFTU - SA Film & Theatre Union

PAWE - Performers Arts Workers Equity

PMA - Personnel Managers Association

SASWA - South African Script Writers Association

Representing individual, self-employed scriptwriter

PRETORIA - Cinema and TV School
TECHNIKON
Representing training for film-makers and technicians.
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ADDENDUM 2

The domination of American films

"Hollywood" films dominate the industry in the western world, even in foreign cultures and foreign
languages. In West Germany, 90% of all cinema tickets sold are for American films; in Spain and Britain
80%, and Italy 70%. Only the French, as previously discussed, have managed to encourage a strong
following for their local product, but American films still take 54 % of tickets.

Ik An explanation for this phenomenon begins with the huge American domestic market, which allows
producers to work on a production scale far greater than anything non-American producers could
justify. This scale of production obviously carries the highest salaries, and thus attracts the major
talent from around the world, in creative, technical and producing/financing fields.

2. Film attendance is driven by "Star Appeal" as much as by the intrinsic dramatic quality of films; the
dominance of American films means that American film stars become established as icons in popular
media virtually all over the world. Their pervasive popularity cycles back as instant appeal of
American films with American stars.

B3 All of the above becomes a self-perpetuating cycle: American stars, American situations, jargon,
fashion, and morality have become the universal norm in film entertainment; American-style film-
making establishes the base-line in technical and artist convention. The Hollywood look and style is
the norm, everything else is deviant - even in its home town.

In the 1960s, marshall McLuhan observed that people in cultures foreign to America did not watch American
films for the story, "they go to see Debbie Reynolds opening a fridge". That about sums up the cultural
imperialism that America has achieved, however unintentionally, through the mass global response to
Hollywood product.
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ADDENDUM 3

FINANCIAL MODELS - SAFTI

The models presented below are based on the guiding principles and mechanisms previously discussed,
particulary on creating an adequate capital base to enable the SAFF to support selected film budgets in such
a way as to make them attractive to private investors. The models assume that the SAFF will be involved
in aiding a mix of commercial and cultural films each year.

The models indicated a Government capital grant of R60-million a year escalating at 10% per year for five
years. This will put the industry on a footing to be largely self-funding, and after the five-year period,
Government’s contribution to the industry would be greatly reduced, to a level commensurate with the
support given to other cultural bodies.

Over the years state support of the performing arts has been of the order of R300 million per annum.
Support received by the Film Industry has varied between RS and R15 million per annum. Without
diminishing the importance of other mediums, there can be no doubt that in the new South Africa film and
the electronic media will be of vastly greater importance in terms of the wide audience it reaches and its
consequent influence on socio-political change.

(See attached financial scenarios)

RECOMMENDATION - CURRENT SUBSIDY

In the event that the passage of this document, through Codesa/Interim Government, takes longer than
anticipated and as a result of this the SAFF has not been constituted by end 1992, we strongly recommend
that the current subsidy scheme is extended for a further year, with the modification that it be limited a
ceiling of 1.5 x the total budget.
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SAFTI - FINANCIAL MODEL

INTRODUCTION

Any financial model on the viability of feature films in South Africa must be based on the actual
potential income that can be generated by feature films in South Africa as a function of production
cost.

A statistical base of information should make the model a fair reflection of reality, but obviously
since there are many variables, not least of which is a changing market with increased competition
from television, the exercise is by its nature, complex.

To get back to basics, however, the question that arises is why is it considered necessary to stimulate
the local feature film industry at all? Are there financial reasons (over and above the cultural issue)
why previous subsidies came into being?

The main problem for the S.A. Producer is a restricted market. The diversity of languages and
cultures, and the relatively small cinema going population makes it impossible for him to recoup his
production cost from South African revenue sources.

I Two case studies of real films follow - a recent local Afrikaans Drama, and a popular
comedy. In each case had there been no subsidy the films would have shown losses in excess
of R1,000,000.

(]

From what follows, the conclusion is simple -

WITHOUT FINANCIAL SUPPORT (VIA LOANS, SUBSIDIES, GRANTS, EXPORT
INCENTIVES OR OTHER MECHANISMS), NO FEATURE FILMS WOULD BE
PRODUCED IN SOUTH AFRICA.

2). In consequence, if the industry is to be preserved, support mechanisms are necessary as is the
case in many other countries, including France, Australia, Canada and Germany.



CASE STUDIES

CONSIDER:
WHAT ARE THE SOURCES OF INCOME?

LOCAL BOX OFFICE
LOCAL VIDEO SALES
LOCAL TELEVISION SALES
INTERNATIONAL SALES

B RN

CASE STUDY | - LOCAL AFRIKAANS DRAMA

PRODUCTION COST R2,450,000

INCOME GENERATED

1. LOCAL BOX OFFICE

Every R100 of box office was divided in roughly the following way:

VAT 10
EXHIBITOR - THEATRES 50
DISTRIBUTOR 8
PRODUCER oz

100

From this 32% share of box office, the Producer must still pay for prints and
advertising.



In the case of the LOCAL AFRIKAANS DRAMA.:

BOX OFFICE WAS APPROXIMATELY 650,000
LESS
VAT 65,000
EXHIBITOR 350,000
DISTRIBUTOR 47,000
PRINTS & ADVERTISING 160,000 622,000
NET Producers Share from Box Office 28,000
Television License 750,000
Projected Video Share 42,000
820,000

Since the film was produced in Afrikaans, potential foreign sales are limited.

Assuming Net Foreign Sales of 500,000
TOTAL PRODUCER’S SHARE 1,320,000

Since the production costs was R2,450,000
the film will still have made a loss of (1,130,000)
without Subsidy

CASE STUDY Il - POPULAR COMEDY

PRODUCTION COST 3,500,000

OVERSEAS VERSION 300,000 3,800.000

LOCAL BOX OFFICE 4,500,000

NET PRODUCER SHARE 1,400,000

VIDEO SALES 100,000

IV LICENSE 350,000

NET FOREIGN SALES 900,000 2,750,000
Showing a net loss of approximately (1,050,000)

without subsidy



SOUTH AFRICAN FILM FOUNDATION

BASIS OF FINANCIAL MODELS

Il BACKGROUND

The model indicating the fund position (see Addendum 3 - 1) was developed on the assumption that
an adequate capital base for the fund should be created to enable the SAFF to support selected film
budgets in such a way as to make them attractive to private investors. For the purposes of the model,
it was assumed that 30 feature films would be produced per annum:

1.1  Eighteen low budget films with budgets below R1,0 million each.

1.2 Ten medium budget films, viz:

- four budgets between R1,0 and R2,0 million
- five budgets between R2,0 and R3,0 million
- one budget between R3,0 and R4,0 million

1.3  Two high budget films with budgets above R4,0 million each.

The basis of the model is that an adequate capital base should be established over a period of five
years in order to generate enough investment income in years thereafter to support the local film
industry and to therefore limit state support to a minimum. This capital base should be managed in
the same way as a pension fund and annual support to the film industry will be limited to the
available investment income. State support will still be required to fund adminstration costs,
marketing, affirmative action, etc.



2. DISCUSSION

2.1  Income and expenditure

The ten year income statement of the fund is based on a normal distribution of the 30 films
mentioned above but support is limited every year to investment income. Detailed examples
of R500,000, R2,0 million and R4,0 million films are enclosed as vsell as a R3,0 million
example of an indigenous film with no export potential.

2.1.1 Initial capitalisation

The model shows that a capital base of approximately R300 million is
required. This can be achieved by an initial state contribution of R60 million

in year one, escalating at 10% per year up to year five. Thereafter, state
funding stops.

In year one, investment income of R13 million is generated and the model
limits the total of grants and loans in year 1 accordingly to R13 million. This
level will be too low to support the industry and the fund manager will have
to utilise some capital initially to increase support to the required levels,
without adversely affecting future growth of the fund.

2.1.2 Continuous State support

This will be needed to finance the initial capital cost of the building of the
foundation, estimated at R2,5 million, plus R7,5 million per annum escalating
at the consumer price index. Support in year one will therefore be R10
million, followed by R8,625 million in year two and escalating with inflation
annually thereafter.

2.1.3 Film loans recovered

The Film Fund provides loan finance to approved film projects of up to 50%
of the budget of the film. These loans will be repayable, bearing simple
interest of 15%, after ten years. As can be seen from the Fund’s cash flow
statement, R4,4 million loans will be granted in year one, of which R1,8
million is recouped in year two. The balance of R2,6 million is written off in
the income statement in year two. The value of these loans written off is
reflected as income in year ten, when the loans become repayable.

These loans will not be applicable to low budget films, i.e. R500 000 or
below.



2.1.4 Investment income

Investment income is calculated annually at 22% based on the average cash
balance of the fund in that year.

2.1.5 Film loan income

251868 Grants

As can be seen from the individual models of a R2,0 million, R3,0 million
and a R4,0 million film, the film fund starts earning income, once the investor
reaches cash breakeven. The basis of this income line in the fund’s income
statement is that the investor, in any given film production, will recover its
investment first, thereafter the film fund will recover its loan plus 15% flat
interest and thereafter the investor and the film fund share profits in their
investment ratios.

The models envisage three tax free grants, viz a lab and prints grant, local
income grant, and foreign sales grant. The total of all three grants is limited
to the investor’s investment in the film. The upper limit on the grants is a
major change from previous subsidies in which subsidies were unlimited.

DAL Local income grant

This grant will be made once box office sales of RS00 000 or
more is achieved by the film and is based on 25% of all local
income, including sales to local broadcasters.

Should the film be classified as an indigenous film, when
application for loan funding is made, the local income grant
will be 50% of all local income up to a level of R2,0 million
local income and 25% of local income above R2,0 million.
This will be applicable to films which will not be suitable for
export and have no potential of foreign revenue. Should the
investor afterwards decide to market the film internationally,
the local income grant will again be limited to 25% in all local
income. This scenario is illustrated in the attached example of
a R3,0 million indigenous film. (Addendum 3 - 3)



25115 Lab and prints grant

To finance laboratory and prints costs and is limited to the
lesser of R250 000 or actual costs.

211698 Foreign sales grant

25% of foreign gross revenue to finance the cost of marketing
internationally.

2 It is clear from both the income statement and cash flow statement of the fund that an
adequate capital base is reached after five years to independently finance the items
discussed above.

2.3 Addendum 3 - 5 shows the investor’s cash return in a R4,0 million scenario.

CONCLUSION

The following material changes to the current subsidy scheme are proposed in the models:

3.1  Unlimited local income subsidy of 70% of local income is replaced by a local income grant
of 25% of local income, a lab and prints grant limited to R250 000 and a foreign revenue
grant of 25% of foreign income. The new local income grant starts at a box office of 500
000, compared to the current 200 000 level. Total grants are also limited to the investor’s
contribution.

3.2  Introduction of repayable loan financing by the film fund up to 50% of the budget.

As can be seen from the R2,0 million example, the proposal shows a cash saving of R4,6 million
compared to the current subsidy scheme in a best case scenario.
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INDEFENDENT FILM TRUST
EXAMPLE:R2,0 million film

DATA R'000
Production costs 2000
Producer finance 50.00% !
Film fund finance 50.00%
FINANCING
PRODUCER FILM FUND TOTAL i
R'000 R'000 R'000
Total funds 1000 1000 2000 |
INCOME STATEMENT
Box office in thousands 0 500 1000 2000 3000 4000 5000 6000
R'000 R'000 R'000 R’'000 R'000 R000 R'000 R'000
INVESTOR
INCOME
Net local film rental -150 -26 122 445 693 974 1315 1588
Rentals 0 150 320 700 1050 1440 1500 2280
Ads & marketing -75 -75 -75 -75 -100 -125 -150 -175
Prints | -75 -75 -75 -75 -100 -125 -150 -175
Distr.fee } 0 -26 -48 -105 -158  -216  -285  -342
Local TV sale-15% 300 300 300 300 300 300 300 300 |
Foreign revenus 0 0 0 500 1000 1500 2000 2500 |
Lab & Prints grant 250 250 250 250 250 250 250 250
Local income grant-25% 0 200 325 575 500 375 250 125
Foreign sales grant-25% 0 0 0 125 250 375 500 625
TOTAL INCOME 400 724 997 2195 2993 3774 4615 5388
LESS:EXPENDITURE
Production costs -1750 -1750 -1750 -1750 -1750 -1750 -1750 -1750
Lab costs -250 -250 -250 -250 -250 -250 -250 -250
Foreign marketing 0 0 0 -150 -300 -450 -600 -750
Film fund share 0 0 0 -1045  -1367 -1620 -1896 -2145
Producer’s fee - 20% 0 0 0 0 -109 -235 -373 -438
NET INCOME BEFORE TAX -1600 -1276 -1003 -1000 -783 -530 -254 -5
TAX SAVED/(PAID) 888 829 757 434 304 183 50 -70
NET INCOME AFTER TAX -712 -448 -246 -566 -479 -348 -204 -74
ROl - INVESTOR -71.20%  -44.77% -24.56% -56.56% -47.92% -34.78% -2041% -7.45%%|

ROI - INVESTOR/PRODUCER -71.20% -44.77% -24.56%

-56.56% -42.27% -22.57% -1.01% 1343%’

NOTES:
1.Total film fund grants can be a maximum of investor's investment only.
2.Up to cash breakeven on net incomse before tax,investor recovers first.
3.Thersafter film fund recovers its investment plus interest at a 15% flat rate.
4. Thereafter:

-Producer:20% producer's fee

-Film fund:40% investor's share

-Investor:40% investor's share

ADDENDUM 3-2



WP H S Vi

ADDENDUM 5

AUSTRALIAN FILM FINANCE CORPORATION PTY LEMITED
Incorperated in the Austalan Capital Termitory

FUNDING GUIDELINES
November 1990

The Austalian Film Finance Corporaton Pty Limited (FFC) was incorporated in
July 1988 as a wholly owned Commonwealth company to provide finangal
support for Australian feature films, telemovies, mini-series and documentaries in
collaboration with private investors. The FFC is empowered to subordinate its

right to returns as a means of attracting private investment and may do so on a
case-by-case basis.

The FEC revises its guidelines annually. These are the FFC's third funding
guidelines. The guidelines are not an exhaustve statement of the FFC’s poliqes,
as from Hme to ime new policies may be introduced to address particular
concerns and some current policdes may have an interim application. Producers
are advised to contac: the FFC in regard to their particular categories of

producton and to ensure that the guidelines on which they are relving are

G EnE:
1. OBECTIVES OF THE FFC

e To underpin a productor slate in each finandal year at a high leve..

s Tosucpor proects with demorstated marke! interest and with budge:
levels comunersurate with the potental market and realiszton of
refums.

e To develop a committed and actve private sector involvement in th
finandng of Australian films.

e To maximise returns on each of its investments commensurate with the
potenta! returns for the appropriate production categories.

e To disburse its funds as evenly ac possible throughout each finandal
year.

]

To secure a balanced producton slate between feature filmms, television

drama (including childrern’s drama) and documentaries.



METIODS OF FUNDING

The FFC can finandally partidpate in projects through:
e equity investments;

e equity investments in the share capital of production companies or in
units of trusts formed for the purpose of making films;

s eguity investments or loans for production by means of a joint venture
vehicle or loan syndicate;

o loans for acquisition of equity in a film;

o partidpation in underwriting agreements for raising production finance;

o print and advertsing loans;
e provision of guarantees.

Loans (other than for print and advertising), particularly bridginrg finance,
and underwriting fadlities are not generally available as a matter of policy.
Loans will need to be secured to the FFC's satisfaction and will atzac
co—merdal rates of interest. The FFC will not discount pre-sales, as the
FRC regards this to be more appropriately undertaken by the private sector.

—-c FEC will not form or paricpate in the formation of trusts or compenies
2~= hold shares or interests in those trusts and companies if:

ihey are able to borrow funds other than for short term WOTKINg
purpeses;

« repevment of FFC funds is subordinated to any other funds.
F-om time to time the FEC may implement a discete funding progsec.
Ore such program is the FRC's Feature Film
lzst financial year and to be repeated in 1990/91. Separate criteria and
e.igibility apply to this urd and are advertised in the trade press anc
t~rough media announcements.

Fund, an inifatve introcucec

~- ¢ FFC will also consider production funding applications of an
i=-ovatve nature fTOm procucers.



AFPLICATIONS FOR FUNDING

Auvctralian independent producers, production companies and other entities
engaged in producton are entitled to apply for FFC funding.

Individual producers must be Australian dtizens or residents as defined in
‘he Tax Act. Companies must be registered under the Companies Code.

Broadcasters and their related companies are not entitled to apply for FFC
funding following the Commonwealth’s requirement that FFC resources be
directed to the independent production sector.

Procducers will need to complete an FRC application form, available from
the FFC. The application will detail the producer’'s proposed arrangements
for inandng and marketing, sc as to encourage FFC input into these
arrangements. Applicagons will be treated in confidence.

REQUIREMENTS OF FFC FUNDING
(a) Qualifying Australian Films

The FFC will only provide financal support to a project which has
been issued a prow’.sional certificate under Division 10BA of the
Income Tax Assessment Act.

A provisional certficate is issued by the Depa~tment of the Arts;
Sport, the Environment, ~ourism and Territories (DASETT) if the
project is an "eligible fiim", being a feature film, teiemovie, mini-

g
ceries or documentary which is either

\ade wholly or substantially ir Australia and has a
significant Auszalian content as described in the Act

(ii) an offidal co-production, that is made pursuant to a treaty or
a bilateral or multlateral arrangement between an authority
of the Commonwealth Government anc a foreign counterpart
bocy.

Applicatons for provisional certificates are available from DASETT.

Inguiries in regard to co-producton status should be made to the

Ausealias Film Comenission.

PR S
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Private Sector Participation

The FFC will require an overall private sector partidpation level of
40 per cent in its approvals during the 1991 calender year. The 40
per cent level is an aggregate target, applicable to the FFC's portfolio
of projects for the year, and individual projacts with lower levels of
private sector partiapabon may receive FRC funding provided the
FFC is satsfied that the average private sector pardapation level
across its 1991 production slate is 40 per cent In particular, the FFC

may allow the 40 per cent level to be reduced for individual projects
in the foliowing cases:

chiidren’s drama

rtain documentanies
low budget feature films and television drama
other exceptional cases

The FFC will require substantially more than 40 per cent in the case
of high budget projects or projects where the potential for FFC
recoupment has been significantly diminished due to secured pre-

1

cale comunutments.

Private sector investments are investments by way of equity or debt
whether or not the investments or the returns on such investments
are directly or indirectly guaranteed by the FFC.

The FFC may examine the source of propcsed private sector funds.

It

(n

rvestmens by or loans from federal or stzte film authorities or the
13

4
P - o
zlian Broadcastng

Avusz g Corporation or the Spedal Broadcastng
Service (whether cash or by way of faclices deals; are not private
sector contributons.

Deferred fees and non-—cash private sector faclities may conshatute
some part, but not the majority, of the private sector contribution.

Distribution & Marketing Arrangements

The FFC reguires television drama to be supported by Australian
television pre-sales and this policy alsc applies to documentaries.
Distirudon interest (advances in the case of television drama) in at

COSYORE OLIEr fEImOnN 1S @ so el
. 2

e

The level of Australian pre-sale recuired for documentaries is not
less than 25 per cent of the budger, or $4,000 whichever is the
greater.
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In the case of high budget feature films, the FFC will expect
significant distribution attachments, either in the form of direct
investments or advances for at least one major territory.

The FFC will generally not allow a producer a sales commission, and
never in the case of pre-sale commitments. Producers would need to
have marketing expertise and some infrastructure to qualify for a
commission. Expenses related to obtaining pre-sales or other
distribution agreements are allowable expenses, either as budget

items or marketing expenses deductible from gross receipts, as the
case may be.

The FFC will not approve distribution arrangements where the
comumissions do not conform with accepted industry norms or where
there is no provision for a ceiling on marketing expenses. The FFC
may require letters of credit or other evidence of the distributor’s
finandal capadty to honour its commitments.

Producers need to prepare an estimate of projected revenues for at
least the major/territories and indicate their sources of information.

FEC ASSESSMENT OF PROJECTS

The FFC will take the following factors into account when assessing
projects:

L ]

the track record of the producer and the creative prindpals;

the level of the budget in relation to expected returns;

the level of market attachments;

the expected return to the FFC.

When a project lacks substantial market commitment, it may be assessed by
an independent marketing assessor having regard to the script, budget and
other elements in order to establish an estimation of likely returns.

On a case-by-case basis the FFC will also favourably consider:

projects which match experienced personnel with less experienced
personnel. The FFC recognises the need to provide opportunities to

talented filmmakers and performers lacking a track record in the
industry;

telemovies, espedally in the area of children’s drama. The FFC wishes
to see more diversity in this area.



CONTRACTUAL REQUIREMENTS

(a)

(b)

(c)

(d)

(e)

()

(g)

(n)

()

The contract governing the financial partidpation of the FRC will be
provided by the FFC. A standard production and investment
agreement for drama is available from the FFC. A short form
documentary agreement will be available from November 1990. The
FFEC will not cashflow its funds prior to execution of the agreement
and satisfaction of any preconditions to the FFC’s investment.

Each FFC supported project, including documentaries, will require all
necessary insurances and a completion guarantee to be provided by a
completion guarantor satisfactory to the FRC. The FFC will be a
party to the completion guarantee agreements. The FRC will require
a copy of each report given to the completion guarantor and may

require other reports to confirm cashflow and budget/schedule
adherence.

Producers will need to establish the chain of title to any underlying
work. Any applicable licences or options must generally extend for
at least 12 months from the date of application to the FFC and,
where appropriate, include a right of renewal. Sequel and

merchandising rights will be expected to be secured for major film
and television productions.

The relevant period for the FRC’s partidpation in the project shall be

for the duration of the copyright The FFC’'s ownership of copyright
shall be commensurate with its investment.

The FFC reguires independent audit of the accounts and record_;, of
applicants to ensure that funds provided were used to the purpose

intended. An audit statement at compietion of production will be
required.

The FFC will have approval over distribution agreements, in
particular, commissions and expenses. A marketing plan must be

provided and approved before expenses can be deducted from gross
revenues.

The FFC will require three monthly reports on marketing of the film
in the first two years and six monthly reports thereafter.

The FFC may require the producer either to deposit all revenues

from the exploitation of the project into a dedicated disbursement
account or to ensure all revenues are paid directly to the FFC or the
Australian Film Commission as agent for the FFC.

In the case of documentaries where the FFC is the princ:lpal investor

the FFC may appoint or require the producer to appoint specified
agents or distributors to market the documentary outside Australia.
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BUDGET MATTERS

(a)

()

(c)

(d)

The FFC closely scrutinises budgets and any general disparities
relative to prevailing industry norms. All budgets are assessed or
independently budgeted by the FFC to ensure production values are
realised and that fees and other expenditure comply with industry
norms. Budgets are expected to conform with expected returns.
Reasonable overhead costs are allowable budget items. Costs

relating to aborted pre-production or production will generally not
be allowed.

The FFC will not fund foreign elements in a project
(except where there is no Australian substitute) other
than costs associated with foreign production shooting
integral to the storyline. In the case of offidal co-
productions, the FFC will only fund the cost of the
Australian elements and will not fund the cost of
foreign elements. Australian elements comprise
Australian cast, crew, fadlities and materials, per diems
of all Australians and their costs of travel and
accommodation. The FFC may fund these costs
whether incurred in Australia or not. The contingency
and the cost of insurances and the completion guarantee
will be pro rated in accordance with the percentage of
the Australian and foreign contributions. Finandng and

legal costs will be attributed to the co-producer who
incurs them.

All production underages are to be returned to the FFC and other
investors likewise at risk.

Where the producer proposes a fadlities arrangement, for example
with a broadcaster, the FFC may require the producer to provide an
alternative commerdal costing of the budget or to obtain such a
costing at the FFC's expense. :

GENERAL MATTERS

(a)

(b)

(c)

The FFC will cashflow its funding into production on a needs basis

in accordance with an agreed cashflow schedule, generally pro rata
pari passu with other investors.

Producers in default of any contractual obligations to the FFC in

respect of any projects may not submit new projects to the FFC
pending remedy of their default

The FFC may choose to secure recoupment of its commitment from
certain specified rights and/or spedfied terntories.



(d)

€9)

(®)

(h)

8

The FRC will not subordinate its right of return to any public sector
investors.

In any one finandal year FFC contracted commitments to any one

producer, production company or related production company will
not exceed $10 million.

In any one finandal year FFC contracted ccmmitments to any one
producer, production company or related company in receipt of FFC
documentary funding support will not exceed $1.5 million, although

the limit may be increased to ensure the finandng of documentary
series.

The FFC will be reluctant to agree to fund projects in pre-production
at the time of application and is highly unlikely to do so in the case
of projects that have commenced principal photography or are in
post-production.

Where the FFC commits to funding and the producer commences
pre-production without securing other proposed investors and/or
distribution arrangements upon which the FFC'’s participation is
conditional, the FFC may terminate its commitment.

EE@EEES

(a)

(b)

Application fees will be charged at the time of lodgement to process
the applicaion. The fees will be:

e $250 for projects with budgets of $2 million or more
e 5100 if $0.5 million up to $2 million
e 350 if less than $0.5 million

Administration fees will be charged for the FFC’s finandal
partidpation and will be deducted rom the first drawdown of FFC

funds. The fees to be included in the budget will be calculated as a

percentage of the amount provided by the FFC on the following
scale:

e 025% for projects with budgets less than $0.5 million

e 05% where the budget is over $0.5 million and up to
$2 million

s where the budget is $2 million and up to $5 million
SRS where the budget is $5 million or more

Spedial arrangements, commercially reflecting the above, may need to
apply to proposals for the acquisiion of share capital.




() Fees will be charged to cover the FFC’s legal costs assodated with
contracting the project. These fees are to be included in the budget

(other than for print and advertising loans) and will be deducted
from the FFC's first drawdown of funds.

The rates are revised from time to time. At present they are:

e $7,500 one episode documentary
e $10,000 documentary series
e $25,000 . Investments in feature films and television

drama (other than offidal co-productions)
distribution guarantees

o $35,000 . print and advertising loans outside Australia
official co-productions

(d) A commitment fee for projects with budgets of $0.5 million or more
may be charged on the FFC’'s commitment monies where there is a
delay between commitment and drawdown of FFC funds.

Further information can be cbtained from the FFC at its Sydney and Melbourne
offices:

Sydney

Australian Film Finance Corporation Pry Limited
Level 6, 1 Pacific Highway

Nomh Svdney NSW 2060

G P © Box 388¢

Sydney NSW 2001

el (E271956 2355

Fax: (02) 954 4233

Melboume

Australian Film Finance Corporation Pty Limited
11th Floor, 432 &t Kilda Road

Melbourme VIC 3004

P O Box 6181

St Xilda Road Central

Melboume VIC 3004

Tel: (03) 823 4111

Fax: (03) B2C 2663




'CASH FLOW
; Box coffice in thousands 0 500 1000 2000 3000 4000 5000 6000
R'000 R'000 R'000 R000  R000 RO000 RO000 RO000 |
[FILM FUND
- CASH INFLOW
| Share of income 0 0 0 1045 1367 1620 1896 2145
f Repayment of loans 284 284 284 26 0 0 0 0 |
| 284 284 284 1071 1367 1620 1896 2145 |
| LESS:EXPENDITURE
Investment -1000 -1000 -1000 -1000 ~ -1000 -1000 -1000 -1000
| Grants -250 -450 -575 -850 1000 -1000 -1000 -1000
NET CASH OUTFLOW -966 -1166  -1291 -879  -633  -380  -104 145 |
| J
| |
i
RETURN ON INVESTMENT -96.60% -116.60% -129.10% -87.90% -83.30% -38.04% -10.40% 14.52%%
CASH FLOW COMPARISON FOR STATE
CURRENT SCHEME/PROPOSED SCHEME
Current scheme 210 560 910 1610 2310 3010 3710 4410
Proposed scheme 966 1166 1291 879 633 380 104 -145
DIFFERENCE -756 -606 -381 731 1677 2630 3606 4555
| ADDENDUM 3-2 (CONT)



'E____}_:_f S.E 83,0 mitlion INDIGENQUS film

DATA R'000
I Production costs 3000 |
Producer finance 50.00% :
F:im tund finance 50.00%
'FINANGNG
PRODUCER FILM FUND TOTAL |
R'000 R'000 R’'000 i
i
| Total funds LS00 1500 3000
Imcoue STATEMENT |
Bax office in thousands 0 500 1000 2000 3000 4000 5000 6000
| R'000 R’'000 R'000  R'000  R'000  R000 R'000 R000 |
INVESTOR
|
INCOME |
| Net local film rental -150 -26 122 445 693 974 1315 1588 |
Rentals f 0 150 320 700 1050 1440 1900 2280 |
Ads & marketing -75 -75 -75 -75 -100 -125 -150 =175 ¢
‘ Prints -75 -75 -75 -75 -100 -125 -150 -175 |
Distr.fee | 0 -26 -48 -105 -158 -216 -285 -342
Local TV sale-15% 450 450 450 450 450 450 450 450 |
‘ Foreign revenue 0 0 0 0 0 0 0 0
| Lab & Prints grant 250 250 250 250 250 250 250 250 ¢
Loca! income grant-25% 0 475 725 1113 1250 1250 1250 1250
| Foreign sales grant-25% 0 0 0 0 0 0 0 0
TOTAL INCOME 550 1149 1547 2258 2643 2924 3265 3538
LESS:EXPENDITURE
Production costs -2750 -2750 -2750 -2750 -2750 -2750 -2750 -2750 |
Lab costs -250 -250 -250 -250 -250 -250 -250 =250 |
Foreign marketing 0 0 0 0 0 0 0 0:
Film fund share 0 o} -47 -758 -1143  -1424 -1741 -1850 !
Producer’s fee - 20% 0 0 0 0 0 0 -8 -63 |
NET INCOME BEFORE TAX -2450 -1851 -1500 -1500 -1500 -1500 -1484 -1375
TAX SAVED/(PAID) 1296 1237 1165 1010 832 756 604 552
NET INCOME AFTER TAX -1154 -615 -335 -490 -608 -744 -880 -823

ROA - INVESTOR

RO! - INVESTOR/PRODUCER

-769%%  -40.98% -22.30% -32.64% -40.56% -49.57% -58.65% -54.85%

-76.93%  -40.98% -2230% -32.64% -40.56% -49.57% -58.37% -52.89%5

‘NOTES:

1.Totai film fund grants can be a maximum of investor’s investment only.
2.Up tc casn breakeven on net income before tax,investor recovers first.
3.Theraafier film funa recovers its investmen: pius interes: at a 15% flat rate.

4. Thereater:
-Producer:20% producer’s fee

-Film fund:40% investor's share
|_-Investor:40% investor's share

ADDENDUM 3-3



l CASH FLOW -
1 Box office in thousands 0 500 1000 2000 3000 4000 5000 6000
’ R'000 R'000 R'000 R'000 R'000 R'000  R'000 R'000 |
{FILM FUND
| CASH INFLOW
| Share of income 0 0 47 758 1143 1424 1741 1850
l! Repayment of loans 426 426 414 122 0 247 0 0
' 426 426 461 880 1143 1671 1741 1850 |
LESS:EXPENDITURE !
Investment -1500 -1500  -1500  -1500 - -1500 -1500 -1500 -1500 |
Grants -250 -725 -975 -1363 -1500 -1500 -1500 -1500
|
NET CASH OUTFLOW -1324 -1799 -2014 -1983 -1858 -1329 -1259  -1150 |

RETURN ON INVESTMENT -88.27%  -119.33% -134.27% -132.20% -123.83% -88.60% -83.93% —?‘6.65%{

CURRENT SCHEME/PROPOSED SCHEME

i

| |
;Cﬁ\SH FLOW COMPARISON FOR STATE y I

i

Current scheme 315 665 1015 1715 2415 3115 3815 4515 |
|

Proposed scheme 1324 1799 2014 1983 1858 1329 1259 1150 |

DIFFERENCE -1009 ~1334 = lgogh " ocH 558 1786 2556 3365

ADDENDUM 3-3 (CONT)




‘ 'EXAMPLE R4,0 mil o ¢

'DATA

| R'000
; Production ccsis 4000
| ! Producer hna~-e 50.00%
! Film fund tina~ce 50.00%
|
|!HNANGNG
! PRODUCER FILM FUND TOTAL
| R'000 R'000 R 000
| Total funds L 2000 2000 4000
| __ENCOME STATEMENT
|
‘ Box office in thousands o] 500 1000 2000 3000 4000 5000 6000 |
I R’000 R'000 R’ 000 R'000 R000 R'000 R000 R000
INVESTOR
INCOME
| Net local film rental -150 -26 122 445 633 974 i3S 1588
Renta:s 0 150 320 700 1050 1440 1900 2280
Ads & marketing -75 -75 -75 -75 -100 -125 -150 -175
| Prints 35 £75 75 -75  -100  -125  -150  -175
Distr.tee 0 -26 -48 -105 -158 -216 -285 -342
Local TV sale-15% 600 600 600 600 600 600 600 600
I Foreign revenue 0 0 0 500 1000 1500 2000 2500
Lab & Prints grant 250 250 250 250 250 250 250 250
Local income grant-25% 0 275 400 650 900 1150 1250 1125
| Foreign sales grant-25% 0 0 0 125 250 375 500 625
TOTAL INCOME 700 1099 1372 2570 3693 4849 5915 6688
| LESS:EXPENDITURE
Production cos:s -3750 -3750 -3750 -3750 -3750 -3750 -3750 -3750
Lab costs -250 -250 -250 -250 -250 -250 -250 -250
Foreign marke? ng 0 0 0 -150 -300 -450 -600 -750
l Film fund share 0 0 0 -420 -1393 -2340 -2706 -2955
Producer's fee - 20% 0 0 0 0 0 -20 -203 -328
I NET INCOME BEFORE TAX -3300 -2901 -2628 -2000 -2000 -1960 -1584 -1345
. i
l! TAX SAVED/(PAID) 1704 1645 1573 1250 964 689 621 502 |
! !
‘ NET INCOME AFTER TAX -1596 -1257 -1055 -750  -1036  -1271 -973  -843 |
1 |
=
ROI - INVESTOR -79.80%  -B2.83% -52.73% -37.48% -51.829% -63.57% -48.864% -42.16%
ROI - INVESTOR/PRODUCER -79.80% -62.83%

-52.73% -37.48% -51.82% -63.06% -43.37% -33.65%

{,
b

{NOTES:
{1.Totai film fund grants can be a maximum of investor's investment only.
52.UD to cash breaxeve~ on net income before tax,investor recovers first.
'G.Thereaftar film tunc scovers its investment pius interest at a 15% fia! rate.

I'14. Thereafter:

| F -Producer:20% producer's fee

-Investor:40% investor's share

; -Film fund:40% invesor's share
|
L

ADDENDUM 3-4



/CASH FLOW

500

1000

2000

Box office in thousands 3000 4000 5000 6000
R'000 R'000 R'000 R'000 R'000 R'000 R'000 R'000
'FILM FUND
; CASH INFLOW
' Share of income 0 0 0 420 1393 2340 2706 2955
Repayment of ioans 568 568 568 464 224 0 0 0
| 568 568 568 884 1617 2340 2706 2955
{ LESS:EXPENDITURE
| Investment -2000 -2000 -2000 -200C- -2000 -2000 -2000 -2000
| Grants -250 -525 -650 -1025  -1400 -1775  -2000 -2000
i
i NET CASH OUTFLOW -1682 -1957 -2082 -2141  -1784  -1435 -1284 -1045
|
; RETURN ON INVESTMENT -B4.10%  -97.85% -104.10% -107.05% -89.18% -71.77% -64.70% ~52,24%
_"
CASH FLOW COMPARISON FOR STATE
CURRENT SCHEME/PROPOSED SCHEME
Current scheme 420 770 1120 1820 2520 3220 3920 4620
Proposed scheme 1682 1957 2082 2141 1784 1435 1294 1045
DIFFERENCE -1262 -1187 -962 -321 737 1785 2626 3575
F
ADDENDUM 3-4 (CONT)



EXAMPLE.R4,0 milia- fim

DATA R'000
Production costs 4000
Producer finance 50.00%
Film fund fina~ce 50.00%
FINANCING
PRODUCER FILM FUND TOTAL
R'000 R'000 R'000
Total funds 2000 2000 4000
INCOME STATEMENT
Box office in thousands 0 500 1000 2000 3000 4000 5000 6000
R’000 R’'000 R’'000 R’000 R'000 R'000 R000 R'000
NVESTOR
INCOME
Net local film rental -150 -26 122 445 693 974 1315 1588
Renta:s 0] 150 320 700 1050 1440 1900 2280
Ads & marketing -75 -75 -75 -75 -100 -125 -150 -175
Prints -75 -75 -75 -75 -100 -125 -150 -175
Distr.tee 0 -26 -48 -105 -158 -216 -285 -342
Local TV sale-15% 600 600 600 600 600 600 600 600
Foreign revenue 0 0 0 500 1000 1500 2000 2500
Lab & Prints grant 250 250 250 250 250 250 250 250
Local income grant-25% 0 275 400 650 S00 1150 1250 1125
Foreign sales grant-25% o] 0 0 125 250 375 500 625
TOTAL INCOME 700 1099 1372 2570 3693 4849 58915 6688
LESS:EXPENDITURE
Production costs -3750 -3750 -3750 -3750  -3750 -3750 -3750 -3750
Lab costs -250 -250 -250 -250 -250 -250 -250 -250
Foreign marketing 0 0 0 -150 -300 -450 -600 -750
Film fund share 0 0 0 -420 -1393 -2340 -2706 -2955
Producer's fee - 20% 0 0 0 0 0 -20 -203 -328
NET INCOME BEFORE TAX -3300 -2901 -2628 -2000  -2000 -1960 -1534 -1345 |
TAX SAVED/(PAID) 1704 1645 1573 1250 964 689 621 502
NET INCOME AFTER TAX -1596 -1257 -1055 -750 -1036 -1271 -973 -843
ADD:LOAN 2000 2000 2000 2000 2000 2000 2000 2000
LESS:LOAN REPAYMENT -568 -568 -568 -464 -224 0 0 0
NET CASH POSITION -164 175 377 786 740 729 1027 1157
CASH RETURN -8.20% 877% 18.87%  38.32% 36.98% 36.43% 51.36% 57.84%

|OTES:

.Total film fund grants can be a maximum of investor's investment only.
.Up to cash breakeve~ on ne! income before tax,investor recovers first.

.Thereafter film funa racovers its investment plus interest at a 15% flat rate.

.Thereafter:

-Producer:20% producer's fee
-Film fund:40% inves:o-'s share
-Investor:40% investa-'s share

ADDENDUM 3-5



CASH FLOW
Box office in thousands

FILM FUND
CASH INFLOW
Share of income
Repayment of loans

LESS:EXPENDITURE
Investment

Grants

NET CASH OUTFLOW

RETURN ON INVESTMENT

CASH FLOW COMPARISON FOR STATE

CURRENT SCHEME/PROPOSED SCHEME

Current scheme

Proposed scheme

DIFFERENCE

0 500 1000 2000 3000 4000 5000 6000
R'000 R'000 R'000 R'000 R'000 R'000 RO000 R'00Q
0 0 0 420 1393 2340 2706 2955
568 568 568 464 224 0 0 0
568 568 568 884 1617 2340 2706 2955
-2000 -2000 -2000 -2000 "-2000 -2000 -2000 -2000
-250 -525 -650 -10256  -1400 -1775 -2000 -2000
-1682 -1957 -2082 -2141 -1784  -1435 -1284 -1045
~84.10% -97.85% -104.310% -107.05% -88.18% -71.77% -B4.70% -52.24%
420 770 1120 1820 2520 3220 3920 4620
1682 1857 2082 2141 1784 1435 1294 1045
-1262 -1187 -962 -321 737 1785 2626 3575

ADDENDUM 3-5 (CONT)



ADDENDUM 4

FINANCIAL MODELS - FILM AND ALLIED WORKERS ORGANISATION (FAWO)

FAWO believes that the drawing up of financial models for state support to the film industry
should be the last phase in the process of restructuring the South African film and video
industry, and not the first. The structure and mechanisms of public financing to the
audiovisual sector should be nothing more than the expression of an agreement reached
between a representative public sector and a wide range of interest groups about the role and
relative importance of the audiovisual mass media in society.

The discussions necessary for such agreements have not taken place yet. This is indeed the
reason why the Film and Broadcasting Forum proposes the appointment of a representative
and suitably qualified group of people whose task it would be to restructure the South African
film industry through a process of consultation and the gathering of information.

FAWO has however done extensive research into the mechanisms by which film industries
are regulated and supported in other countries and found that the system in operation in
France and in West Afnica (particularly in Burkina Faso), successfully encourages the
development of a strong, stable and independant audiovisual sector which serves the needs
of the communities in which it is based.

Included a discussion document entitled "Addressing the Crisis in the South African Film
Industry - the French Centre National de la Cinematographie as a Model for Discussion"”,
which sets out the structure and mechanisms of state regulation and support used in those
countries.
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A. BACEGROUND TO THE RESEARCH

Both the FAWO File- and Brosdcast Commissions were established

in Merch 1990 sas pert of the sctivities cf the Research and
restion Cecrroittee. The comrissions were made up of FAWQ

prerbers who hed an interest in or a knowledge of filr and
d

cast structures, and whc were prepared to give of their

) p_I:_:

The brief of the Film Commission was to investigate the state
of the South*Africen film industrysand "its pectential role “in s
future dercocratic society, with particulsar reference to the
relleticrsh ipibetween Sthe spubiliiles sec torand S t hel Eailim i ndustry

against & background of political changes.

= Mo+ = - =
SEEEREE s NS GEsEaTEEa Sip e jehpsEs

= Bhe oo i i fermetion i weEs  esiDered o e e ce o e e
Eoxresicll - fracs.roe —vreNes Bt heR Cen HNA S nlie sl BRI Gn e by
fdn=see R e hdecRaNaecH L ed N STerica N andann et e B s e -
sErgetires relatins to the 1ndustry N fror the "incept ion of Ethe
first sebesidy schere in 1857 to the present.

- In the second phase, these structures were comrpared with
file incdiustries elcsevhere in an atterpt to find scliutions to
TS jSrEs eSS ThsE SciE@ deEREdEsicel g rlhs oS phase @i
Eschv e RtieSnerbers e et cEr ol o carE e ou T ingderenaes .
SoECnEcr Gon IS0 ARES WERE HEle S DotRaEr i Sns oneniis
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> kesrcters were kept informed of the progress of the

SapEeccicn it hircagENregu larBrlepor t-biec ks

Durins

cth the Film- and Broecadcast
Corrissicns identified the need fcr contact with other

organisstions 1n the sudiovisual industry. The matter was
debsates at a FAwWT genersal workshop held in August 1890 and
mernbers erndcorseZ wider engsgerent. In subseguent meetings
betweez FAWE arcs sther individusl erganisations, the Film

Comrissizcn has aliways been represented.

SRS Ec - rgsirel st npg i tol thel i r st o hassof

research: the state

e SE=esentirescr tde i sispeah e i vwi el re sl ] t =We EtHe
ilatter phese of research, namely the corparison between Scouth
Africen i fillipictizC e tires  and s Eheset e ot hereeuntries
howsver Ul @eEEek o BEbcESrEmal winE EE5 st Wi nan Wheeln tine
FEEETX e =S PEEScenw=a it aisimeeecssStnv Rt o NS ves sl rhle SlE S clain
g She SogoaEnEE €5 ThiE Tarsr mheEn 2 wocEnEsk

NI =c - thilsr-c: | khere the Dnfrectrueture=s SEs el it 5s in PNt He
flow of infermzticn and the encouragerzent of debate are
csevereirx limiteg, the fFilm industry kas a vital rele to playv
apetle Ferging ¢f socizl cohesicn and’ the preesess of
decccraz-isaticn and development thet so urgently needs to take
pleace Thils relie 4= =hared By 21l Ezzs megiz, bBut the filp
e s e nlira sl ol s el o re cpe o e B o e s b - Ol r e e e

a) BEigz levels cf i1lliterscy and the multi-lirguzl mzke-up of
Fhel e mnll i rs e smilcaase sy gag o Che mperton e el of EhHE
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gng_ssc of Amages. The film industry cen resch cemmunities

Cligiel lm e SRS elNEIS PinE ele mElr geYEe ferEes e celoviss om.

B Meinlyv because ¢f the differences in the exhibition

RS rFassT_octlrestofSFalnNanadNte levision N (viewers going to See &
file irn = theatre on its own terms, as opposed to television
as £ =St T E He o0 SRRt el ms T n = ErvaNEEa e it onis iy
lesds the way in the introduction of new debates into the
audicvisc-=]l arena. (This does of course not detract from its

rocle &s ~stional entertsiner!)

e TheNsSanthEAfricans FlimNindustrvdoes ot at EEESen e iz
the ‘role "set "obt above - on the centrary 1t is experiencing s
se

ricss crisis that is threatening its continued existence.

3 A ccrparison between the box office revenue and the pro-
duetiisr " -ostsTef South African films since before the edvent
of television, reveals that very few loecal films would have
Beer E=-= wWithent finsnecial suppcrt fror the State. Even 1in
Eerebces Nepiptries W CER e Sl s Bl ceveloped exhibit:orn
LA EEEE B e SEREE,, dlpE SinEle eEsi ImEeEtan S iaeSer cdeftermining
RS SEElee B meicemedl e spelisesaes pae Gheis SRis s
ottt = s e e lEidiEsicae (gl e Eulnlie Geeia s cuee 57
By @z s

This is Zue the economic and incusiriz!l make-up of the film
lpccScscFy - Lhle “procuction cost” ef an imported filr that has
gizeady -—ecouped its costs in 1ts country of Ryedlfzas . A
Eelsies 0 S lnitecd o the costiof makine ELIRES S rer e

EhEal s e o & BEIRnUute amcunt cempares te ehe tetal eec=t of
e el ol e Ib ale ca S S S
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The iefif st ofif this ds that Nocal fidms will newver ibe -able to
compete with foreign - and particularly American - productions
engsthie st es3sHaf "pureclly “free 'markeit principles.

It is therefore misguided to suggest that the film
needs

n
it
mn

=
vefundang only “te helphit o itsi feeti o Lliathg ohdl
such & <ire that it bhes found a wiable expart markern:

Afnicary metiona® fldE Sindustry, reflecting locsal realities,
cannot exist without a certain measure of on-going support

from the state.

4. The cnly way din which it fcan motivate demands for sscarce

ublie funding, is to sccept its soeisl responsibility towards
p ¥

the \tax=cyver :whese contributions it asks for:is The cost to the

taxpayer for the creation of employment in the film industry

is too righ to Justify public funding on those grounds only,

(98

and prcr:ises of export earnings through the film industry hsave

= - -

I e cangul ar s lled S o ma teEEia hise .

ct

urn

& Ir =5 effieciel sSpeech mede &t & Pecting With merters of
Em=Nbi =S ingusStnV i o Ee s e RVl SS e T Re i ni et e e oie e ST
e il OEElSEEwy, do . EoRe LenE, SHEREEScE SoE wloEs 6f
DiEE T o Egelnil= iehe e gt el Tl Sineinen s S 52T oo

Klhate - meleffers(thceslaxpaversminiretnrn Fer b s panov?

GO F e = st s ol v e e s R s nidi v S0 el st TSt ERE S St
consecuences - higher employment, grecter crestivity,

i s ESlR st eiTvie B RinEbl S © E S E onesich el c on s eniE mer: BEERE IRt e ST g ule
opportes v for thesdifferent ceeticns of eur kaledidesecopie
PepElicsacos - ellacsccEate W o) @GRE AR ccR T

& Seciseis Ul e e hr mo B CFEate en B Rd et sy i B e e s o n
SluT il E S 2 cameohanesaex Elhitls BoRLEEE TRy cn Soblthk APElecd
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It has tecome evident that the current system of sutomatic sa1d

o thel Sl im i ndust vl Pewa Ed i FelMboxNof ficeNsiiceess ) is on its
own not enough to realise the vision described above by Mr.
Louw

Bl The seriesiof eriminsl anvestigations inte the affairs cof
rembe ¢f the file industry sannounced by the Depsrtment of

rs
Home AfZeirs, gives an indication of the loopholes in the
nt

curre control mechsnisms cof state support to the industry.

7.0 Ihe lack of atclesr direction, efficient administration,

long terr planning and effective communication in the SA filp
industry 1is mainly due to the sbsence of s specialised

statutery body dealing with mstters relating to the ARESE Ty
t is icgractical for government officials, who have no

k

o
o
0
m
ey}
0
125
C

cnd knowledge or practicazl experience of the film

ot
H

InEE S EES tc take sole responsibility for administering its
complex =nd sensitive infrastructure.

The meicr weeskness of the presert syster of state
EemEinaSsret e hecopesMmos e - c et et e EeSpehis: bl = s
for ths Zilr industry is mcweZ frer are Ecvernment departmer
Eoleic - se sl isome i meESEHERVERSEEe s i s e o S d NG EE e sl e T e
faces wizh the impossible task ef sdmiFisterinsa congles
industry without the necessary bnow-how

£ Ihe 'epartment of Home Affzirs is ebrrentlviadnin isStering
EReNa s r =N AR hel B Ininci st ol it hicu & consultating the
mzgern: i ef the organisations in the filp LIRS SIE 5o
Eecerislcilcl T ceonmEpaa s iCRS srcs the Eiilr Incwstry Task Feoreze
anefrec Vo fhiciais in the [lepa-=ment £ Heme Affeirs handecd ir
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B. FIELD OF INVESTIGATION

Aport from recseazehrinter thel sEruectures foE k=S Seoutheafracan
€

i miindussrs e el indusiE rystiruecture= o f St e fol lowang
countriss were studied: Italy, Australis, Csrnsda and FEranece,
with New Zez>Xernc and Iceland as examples cf smaller
industries. Attention was also given to Africesn film
strhcturcs, in psrtiecular tol theseleof BurkimatEasoe. A further
paper cezlt with the theory of Third Cinersa.

This recsearch breunght te light the fact that all over the
world, a very high percentage of cinema tickets sold are for
imported American productions, with a disproportionately small

percentage for local productions and other irports.

ancizl year, for example, 70% of tickets
saolidvinl talulwere S forianericanet i lnsNand W2 52 SRear T liccail £i lms)
im Spair. the retio was 80% American and 1SX local, in Great
- :

mere iLTZzisnced.

Two excepticrns were France and Burkina Fasz. TR Erance T 120
nitllior cineme tiskets were sold last vear ) =p adversdge of 2.3
visits to the cinema by every man, woman anc child for the
perioed, moch Eigher than for any cother cotmtry that was
studied €f chesel tickets 872 yere for Erercbl Fiilms and tan Ly
54% for American films

S Bimd her ShEE THehEl Cee CleSEeveal un SRkl s EagSh, £ onell che
relasiwe ly SEazE SEPinery alf LEEE MAEpilg, i movercholsss Ethe
Indisputed iszder of cinems in Africs (Zetween February 198¢
sndiEeb oot se s S n e S licesit hapN 288 ol 8alip s werel Dircdbeed
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i Ehas eountry ) mere thanintSeutthAEri cat during the
cecrrespconcing pericod. One of these Tilai. won both the

prestigicus Grand Jury Prize in Cannes in 1980 and the
Stallizr of Yennenga' prize for best film at the Ousasgadougou
FeSuavel cenlice chls wEeR )

Closer investigation revealed that the structures into which

€

the film industries of these two countries were organised,
were very similar. Of all the foermer Frernch colonies, Burkins
Feso was the only cne tc adopt the same principles of
regalatsemrand Rt supRer ERnon  aEsE Bl mE i ndn St vsaisEEhesen in

epenctias in EBranece !

During trte FESPACO film festival in Burkina Faso earlier this

cinema structures of these two countries moved even

YR
]
m
H
ot
=T
(i

loser tc each other when a formal agreement was signed

between them, giving Burkinabe films access to the same

B
m
10
\q
[
L}
v}
n
(]
L

support that a French film gualifies for in

Irn orcer to aveid unnecessarily complicating the presentsatiorn,
the Filp Commissicn has therefore decided to expound enly the
dnfracstrieture ef EheEreneh i imSndustrytast atnede I foE
e

Tee mElR=i9C SUCEEEE ©F wWE BechElg Eilun ApelbiZicey oip
raintaining a strong rnationsl cinemz is zlmost entirely due Tc
tke role played by the Centre Naticnal de la Cinematograrphie
EENED) Wrhet follows is a brezkdown of i1ts structure amnd

Sumet dlems

e B 2 Fal + L - - = - -
Dtz “c tte intricate nature of the mechanisms adminaistered by

s : ; S 2 : . ’ . eI
e @D 2aE ohe EolECmE @i s Rlmeriems, @l 2 e ieEel jnilihisiE v
T pliiEs SEPECEs furE CalEeEsEE
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THE FRENCH CAKNTRE NATIONAL DE LA CINEMATOGRAPHIE (CNC)

sl s Eligie il el

If cinema 15 sabove Elghelny ahie S ELSE Sl
irdustry. An irndustry that requires the mobilisation of
lz»ge amounts of money to manufacture an criginal
Eroduct theflimi N phosespEoSpeEctSEoE recouping its
ccsts sre uncertain, because it depends on the public.
Tve creaticn ard the subsequent history of the Centre
Nstional de ls Cinematographie were induced by this
essential characteristic of the 7th art."
- Dorinigque Wallon, Director-General of the CNC in his
preface to Le Guide: Centre National de la
Cirnematograbtie (1980)

[ TNIEREBICTIONT TRNTHESCNG

1 Bl =

The ProElem= ot e RGN ndii=tEvtd eelifin eleflatdi en e

figures. iperes=e in production costc and competition from

foreign filme) manifested themselves for the first time in

Bremer s memaps o0 the n 1 3808 = After many detates in parliiamen

ang arcns anco=:ry professienals, the CHE wasSereatec an 48

i erdes e aderess  thesesdd ffienlitaes

By 1947  the measire that was to form the basis of the

relatiorship betweer. the public sector and the film industry

in Er=nze. Cemely & sycsten of controlNovern theNd ssulngNon

Tiekets, wWas put infto effect by the CHREC ARl Ehelkores solel w©e

thiedcis ielEvEeiren- N cperdtors coulG M EeNcELE S Ee s el v E v eTRSE I

Tl GEiNc-vriztcs ihe Fovernmert o leep SEraick e oach

Z ke e Gl e s i = cevented ra i TermsSHe F R R cid S s Ne Rnemn s

GEErekons.
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Anoth
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state a:
regu
CRE . B
minimumT

allowed

=n the price of the tilcket was the so-called IS4,
~isle Additionelle This tax was used to support t
_stry, at first only through a system of automatic
=ve in South Africa., where films are iewarded by th
croportion to the amcunt of viewers they attract),
-1y afterwards, when the weaknesses of this form of
re apparent, a parallel system of selective aid was

zistinctive feature of the relationship between Fre

film industry that developed early on, was the
=n ef the industry® that that teeok plazerthrough the
zducers, distributors and exhibitors had to conform

equirements laid down by the CNC before they were

e

operate, and directors and a certain number of k

technicizns had to obtain “"professional cards"” before they
were al.-wed to work on films that would gqualify for public
aid
The ptrg:cc of these controls were:
— e pzotect thel interests ofNallllneneficidries af S Ehe i me
IR R
== leNE=s i tor NEhe dispensationNe SN pubilEieaEdN et h e iniduste
— e O - SUEEEC dpvEETEE @Eink ApEREE
Since =-= 1850 s, when television became a faetor, many
changes ~ave been made to the structures of the CNC in a
rapidly -hanging audiovisual sector, but the foundation of
what hasz been described above, has remzined the same
ZE A ez EllopeRgiEh G
Erz s - e R@NEG TR il i sl hevd dncncs ity e BN s
recEenSE=iatllesrands thelpermanent cesisulitatieont st e
MR Ee A E Wailn eroreSsilonels dm wlae i aineibEtiey
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2.2 Reguizsdopniand

p—

elations with professicnzls

i

-
r
F

L’

Tz EFE

- advises the government on legislation ccones

H

ning the
audieviaiss =i industries;

(]
[

- Brants authorisation to operate to procucers, distributors
c

ors and issues professional

(L
0n

ar to directors and
film and audiovisual projects;

- provices the secretariat of the Commission of
Classification of films (agelrestriletions ) ete, not a censure
board);

verifies box office receipts in order to protect the
lnterestsNe il beneficiaries;

regulates the seguence of exhibition cf films on the
different media;
- regulztes the home video market;

infores professionals and the public through the publica-

E @ @F = o llilekim el monographs, and the administration of
an audiovisual information centre open to the public.

2.5 rgacspe Lt el bromet i o WOF ‘cinera SRdS T He N protect jlon of
clijeagdiaiev iishi=INheri toge

=Ntrairsnr aadicdecationin i faln schocls, high schools ete;
ia ameng the vouth;

ng which, Cannes):

‘-/:J

15
= il Feswawells (mm
e m

o
ental and art cinemaz and film clubs:
h

'_.I
=
T
B
m
wm

broad;



- The Tsxe Speciale Additicrnelle. levied on the sale of
@afEnE Bhlekoees, g che lEesE Seew G o Ansne s Ber wng Ehie .
The exact percentage of the tax 1s determined on a yearly

Bacics Moot it orkeSout $Ea s cxamatelyRlZisofisthelprice iof

I"r'l

ies sbout 20% of the total

()

the ticket. This source supgp
annual budget of the CHNC.

- A tax of aspproximately S5,5% 1is levied on the total incorme
(advertising, licence fees, subscription fees) of =zall
television stations (public, private, encoded, cable, etc).
This amounts to nearly half of the total budget of the CNC.
- Taxes on both the importation and the showing of
pornographic films.

- Refunding of selective aid fror films who have benefitted

from pre-sale contributions (selective aid) from the CNC (less

thian WIS SRt el ot o i nE e )
- Direct contributions from the Ministery of Culture for
cinema and audiovisual production, exhibition and training

purpcses: approximately 15%.

5

- Exceptional contributions from the Ministery of Culture fo
specific purposes, eg youth programmes.

- Budgets for programmes comkissioned by state departments,
administrated by the CNC

- Compulsory membership fees peid by producers, distributcres,
expabbsEe s AN expoRtens SR ol v hioicie S E I = F o ratior e s
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29

T HESENE

(o ol

he CNC reports into of the Ministery of Cu

Communication and Fubliec Works and is organised

services:

A. Production, Distribution and Foreign Relations
ShiorEElins )

EENExhibhtion

C. Audiovisual Programmes

D. Administration and Finance, incorporating two sub-sections

namely:

=W HSim WA ek igels

- Information and research
The following break-down shows the main functions of each:

CNC

(Centre National de la Cinematographie)

Prod, Distr,; Exhibition Audiovisual Administrative &

& Foreign Service Progremmes Finaencial Service

Relationsgs Service

Service (Fesat.

& Short Films)

* Authocrisetisrn = Auvuthoriseticn *= Fin. aild * Genersl scmin .
toc opereata: to operaete to sud . & budget
Prod & distr. = Frogremming Prograeammes * Legael mattarg
eceo"=, Braf. * Moderniseticn » New tech- * Stetus of CNC
Cards & constr. nologles * Pegulsticn aof

= Approvel of of cinemsas video merket &
Praductne > Relilations fest. films

= Atometic eid fil1lm moc ' = cn televigion

*» Salective maid = Nzaon-ccmmercisil - Archivas

= Feletions distr. - Informetion

foreilgn ind. = Trelining & Resesrch



HAE I Regietion Dicstributicn= Srd Fcreigpn Relszstions Service
L—Eﬂ.—qu.,:,.a o Chrar 3 B

A Featuret f i n S e roduciilon

Feature films are defined as 2crx films of a length equai cr
Superilier to 1 B0C" meters.

1] i1 R 3 - &
The regulation concerns mainly two aspects:

—The “eriteria for“the ' natisnalityv ot *the £ilm i order to
support and premote French filzs

- The coherence and viability of the financial structure.

Fcur areas of production are regulated:

a) The authorisation to set up a business related te any cf
the branches cf cinemz is subiect to approval by the CNC. Irn
erder to set up a company for the production of feature Erimch
ths praspective producer mus:t subnmit proof that the compa-nyv is
registered in France and thst if hHas 2z minimam capital ameuct
t) Directors anc certain key technicians have to be in
PeSsess1eneoi N professions  Meards NEetore they can work irn
those capacities on a film. Trese cards are obtained threcegh
professional training and/cr experierce and are issued by =
commission made up of two representatives each of the
gérganisation of techniciars =rZ producers.

NI YorderStogual i fyl fert st o tie or selective state &sid
for their filps, producers cios: sybmit EheENERG et tw e e G
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and other
for example),

comcission and

the frocucer scked tc refund state aid already received.

ceNsE T he-lisEtier fe Nt h e odbiet ion e foreiEn  filHs in
Erence:. foreigr preoducezs have to submit preof of the fereign
Fimargine ot e e ric This gives them the right of
Eemaitiasnc el on AT

1.2 The mechanisrs of stete 83d to feature £ilm produciion
After approval cf the financial and technical structure of =a
file project, the filr sutomatically qualifies for state aid
when shown 1R cimeCz= cr trecadecast on televicsior esicle™ sl
the c=ce of pecrreereen s Fiims S nbheolnreNciE:cot o

SlelEE el e e s S Goe o ey IR

Is "the cace &f tbesmce Psele=res, i Erel ool ices of Bt o=
She e g by G e e e e e e B e s e e
P ris i et e s oD o thave tuese ol b e el e e e
If tre film is shcwrn on television, the producer can claim 18%
SES LRSS ESURNT DEasE @t e RAE By Ehetteleves tnl et ol CEer
thie Sreacea st Es o ac P en N enG licion Mchatl the  broadcocte =
sEEEssE B festolaie @iy 200 Qe gEaSEne es s it Ehe Eess s SEsnE
BCoc o E T e b rac e e e o e e e e = S VI i e e
At Sral e 2 o s SRt s ol R s s T e e
VeEEE ZZIE s fEfE 22 PrlcREe @F She i
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E b e e L specisl burea: has been set up at the CNC tc
nE s eSS ine pEEASASEERLAER mE DPreouetilens Wiieh e
gualafine s ficr s lice s s vemshdi N ecpeciallvithoseNe N Ealrs i —tne
Srhes [ChE s g e S

Ecth ceo. _=2Fes mey zisc Gecide te make svaillable an " Aid Eor
Rewpitin g e ore et oo ehldalpetlauinl i vSEer BAcvEnce on B
Jdifice s rport tbe-frrochEineverthelescsichowspotentasl. | This
2id mey be accerce: for additional research and Writing, or
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ticket tax theresfter. As in the case of the producer, the

pillvbe N sed S tialre inve st nieE I neE Eaduet 1 on,

The distributor may apply to the CNC for select:ive aid for the

dastrilbutlon of lexperimental and art films. In erder to
qualify, he/she pust alresdy have a history of diasitrrbut ing

exXxperiment nd must present the commissicn

a
(cade up o sionels and other cultural
g f

represent ic projects for the future.

()
.
[

ot

=1

(@]

Hh

et
8]

(1]
o)
m
H
+
(=]
s}

4
l i
Ay
H
m
&1
bt
4
o
ﬂ
1
Q
c
n
T
4
ot
&)
(et B (Y
=Ty
m
ct
—
Y, QA
(3]
[
bt O
(@ |
= et
(@) =y
rt m
(o (@
m
m
0. ot
(=] s}
m »
* cr
L §
[
=Y
=
rt
m
{1

0
-t
=T
m
H
T
b
mn
m

>
58
(@
14
0]
(8]
i
et
Aed
1
)
m
=)
|
m
rr
-
m
h
Q
o]

the distribution of French or Frerch

SEjeisskiteenl dalllics . ERIEIERES. Sin s CREE ©OF wihas sesl el e
HeeEc Hlans SRE marely S50n S BRaRee .

= CTh oo - iS5 T
. - - s ke

=2 b BEoeERc B ECRERRE H 2 18E IS IEH e bellule) S el Bliste | i Elials mia
FrEEILEoRE was Ssaes Ml (E5Pziceh JEse ihat ene toun hoe o
e ey S el R ] i e S — |
BeNreg-ctercc i ach e el ChoRer s Nen Ehcr i ceth or f e r N EircClb ot oF

— = = Sy - i 2 2 = o )

hes Lo be ebtainesd from the Froduetion "Dictribitic ne
T o - = = s = -
F@EneEiEn It asongEs SEEYATE
e e S P S £ Lo P P I o - e
e ditester cEire s eT e E st e Rras v/ e cir e e ple e o e s

P = e R P - | T S S < - PR P - = = 3 S o e
ESias G TR Snils EE WlE @S omioEs B plulEoEErgnmns EREEE, BLAE =
FaclcEnec el r cnl e e s r s R enens s el sl Bis e SRRl o o o
= — Diml o = e AT e Tt oS e e o=

%o AR ch oD aEER e e e S E e eat AT EEY B L Eey

al —- s G - o~ - & =
SEE LR ANE (EEYRREEe B loEr EZSE2iEE) &b



r.J
W

iss i crcic et e alisarguele EvEfFa-lc el ele thiviela lidiatane=r llicr
Stsge € athe Mg rolnd s o thiclse s et on 1y The author-director
S8R SEE L elircer by (Rer ChtomEh & greceeer &S an Lthe e of
Sest e lnsh tetheS CNON e - sEll e et e g v el opRen Nt nahce
£Zter Revang been classified by the Commissicn of
Giccssaf - cetilar ape mestrichiens i the St s chiawmnit ol s

S 2= S SE S [BEEE g @ EHFTEeteEs, ErREREEERE AR LeeRiEiETS.
if it 1s found to be of an acceptable technicsl and artistic
stendare, It receives a so-csliled "mention’

iz erde>- Lo emcoursge the exhiEitiern oOf the chort filrs which
Fieve received a "mentizn’, an incent:ive is eoffered to Frenckh
Eeceure fillmproducers it tevlin =ind e alSher: Rt il n iRl their
EXceraree, the percentege of sctomatic sid which they gualify
ey c Ve sgnentes S(eurrenc ly Enon =12 X o] 2B W F e MTECA il
A1 shere filps whieh heve reeeivec s ‘mentien! during &

Sve LEtiinie WioEe . e YaewEel sEEEn o wlhe Sineier 25

S SEEISSE D ANmEayiEuE @F sSixEy smers Ehem then N pecesve Erize s
SoElh B TeRrsLn moncrEny Talnc tc te sherec between Lths
SiEsdmEEiase Foglel lEs EaasinEEE @ Eae ais e

Sden iy, Ghie Scviet @ Eesebecilen, fastpilbtizien fwel BEemciss
heizticns is responsible for regulating and encoursging
FeM o s o NEs B ER e on sl e nd SEereaic s B E D Bl Ie dibics p e

ToEsE xesRERsler e s AP ibEE EEnnEels GEE EhE Ao TEl N,
==is nb oicivme Baes apibieat e Rl pie SR e e B e poaicalie e mie i s A SRS e (lle Do ies
e s s sl E e S e sieie o ER e S e e ie D i S R o in e Ritais IR A S
CEEss s s mun e na e sinEne wmae @INE L weleEes s R s R ss B o e
ereasrten ol feanIEGRE AN it erLe2 i 0 CoEe S ERSE e e it EEEs o
sEnlc=e SEElraniEile e b ie i e ce s - T Y es ot Ser s oRc e b S



[ap)

T Tabkihitdmem Co=a=- =2 £+ H CNC
L1 Ther Snba bl tilon IS Sis e el o F Bt HeMIGENG

Bters, exkhibiters have

i

m
@
o
{i4]
m
m
i
(+
-
O
Loy
[
0]
m
t
'
(@]
@ [
upl  (Bf
m
fo
(4]

IBsRinslon c@nsS e

definel

n
n
1y
—
bt
[
.y
9!
}o
o
b
(]
IS
n
()
m
o]
~
o
o
V]
-
=

s entities showing mo-

s
MaAng pic A mgernbilEiic S even NonNsn i s e giailis ek g el

rt
[
s
m
n
GE
0
m

'™
in

gt
I

Fne aEskicisntien 2 SEraniee te Gnblgliierse fer @

m
0
=T
—
O
0
bt
)
o
b

L)
[
o
=0
i
o1
b
ct
(.
o]
=
m
1
(1
i
mn
=)
)
c
-+
H
1))
=)
0]
L)
m
Loy |
m
[EF)
b=t
@
F
=)
0]
g
=
m
— m
1=
h
o

der to g

Q)
L §
L gl
M
L
r
Vi
0]
mn
bt
@]
=1
i
m
il
b
v
baa
rr
(W]
o
(2]
H
=T
[vi)
16)]

teolcornp by WitERecert

1Y)
=1
—~

=t
[}
()
£
=]
W]
()
I'}‘!
b
m
)
a
m
0
H
B
=)
L4
1
ct
r1
m
ct
[}
<
i
H
4y
L)
=
(]
1
1y
B
4
2
c+
0]

=
[
Q
=T
=1
bt
]
m
-
"
(]
18]
=
o
H
m
H
D
=1
ct
n
r
Q
=
0

ern the safety anc comfort of the
Ebla e, Eael ke @RS laEy @ EhE ProjEeisnon . Lcdherence to
szfery Esszsures zre verifiec by loeal municipalities and the
SiE iy 2N massEcET ey SHEE @i whE SeRefh, CEEELEE @i e
ErEsEE s NS ekt e E bneies lpE EREiEs REinE Shtrtm ) oY e
Beohniocl Giseps SGezmriscies S e s e RN
e (e PES gh maEl o= EARERS ESEa 2 osisene BErel S GE
SucE=sscl ferier sl e s a o Enne e el R e L e e Tie e
are i =l el I r e e e e n s R e venhe s st el ey o Sl ne ke
Plaze £: Screemnimng 1= imaccessablie te neon-paying memters of

7 Clhe cEEe @F mfEivosTtrerRVE Bpe Rl PEealircRERSE. whe
Borecsa--Seneraiiie S n=ncRER G clsiaviiccd  Rel pen s one i
ShEEEEE e Te HoeS T B2 ZEV SoESC=EEnasiives oden of
Ebviscieeiens e s WMo c eins g s ol e e lic Sl s iR e Bl s tae e R O




o)}
(mp)

I 2 Mes S cstionSoRiboxi¥o fifticelncleeipt =

elpts is an essentisl element
administered by the CNC. The

=
O
rt
L5 S
in

ter the ‘exhiloiter only, but

0
m
m B Q
W 0O 0O
=9
m
-
-
,_J
rr
m
=1
5 o M
"
(=)
)
e
m
"

Flevie St =1c e v id sec e it e ST I n N (Dro=
Claleer e St it ar milediieeir o EUREl FaSREL ShclroE i ries) it
1s thercsfare necessary to strictly verify t-x effice income

As expilzined before, exhibitors can obtein S EIREERE i

52
Slille ZnE @miy teem wne e, In the case omputerised

Vi t he CNE:

on free market

3t (@)

systerm in use has to be authorised

rices =re however not controlled and defpen

[

talbelkest W tol date " EhEoraus the serisl

(]
S

the tickets sold for each pre:

-

m
)

ticn have to be
standsrd form during the ccurse of the

€ &
projecticn that they relate to and weekly reperts have to be

ENpeEerr--cx = iipsoects g lserviiee M aaEmina ot e e N S E el ENEN
wemaEic S s e e el irec o irenen v Ml ahidlde =l s el piE i
exiEitc =S Fmesineluees theNinsrerticale S endlcal=Re cic

2 4 A -sopatis zid
ME Wiy =SS LEr o cinke BlasiEie bl e, wips eSs- S8 ten whne
CRAcLE=rTr O ClEE Sestige @R Ebieknzie 2ie Dol mhaolk oo
e iR e Cen i it e s e Ble st ok A bhe Eeomag i
AesisisAdo i e BEE s Re s M cER Eenerated S ERs sl e e be e e pe ais Al E
kas thuvss = e nis Again the ald can be clzimea only for re-
irpvestzes® in Cainere-re.isted experses



sist in the financing of

Li )
(
)
T
i
(]
T
(@]
Lrsa)
t
=
b
m
m
[
@]
b
U

(HE s

n

t
=T
m

MASErmisgticn anc cern=struetien e theadtres enad 1t as  not
o hEldllE L CRERrrEs SaouinE EeieheErsiepne 8 lbing

es the aid consists of one
FESERLELGE crRen eF Zhae EEe, che HblnnsEey e Himemes

e

+
e
ot
(i
(
r+
(]
55
n
m
=3
(o1
ct
T
1
m
m
H
M
T
ry
g
mn
m
)
r+
rt
-
m
n
8]
-

exhibitors.

csupport for the ceopstructien and modermisatieon of thectre
Srezs whoeh =re S rnenfisecientlyv servieed

0

m

(i}
o
H
&
V-
7]
m
'
(i
1
ST
T
)
T
w
(1
‘.

'ises the minister responsible for

=]
m
*_f
=
ot
T
[ =]
n
H
4]
m
m
H
(8!
(@)
0
5|
mn
}-!

ists of representatives of the

l ’
9]
T
’_.I
=
m
-
=t
m
4
[
m
ot
I
{1
T
m
i
F
o
m
wn

- e e e P S = o+ e
recicrall sutheni tiec 475
S s G ms 2 = il
Maricstry ot Eimar celbds
Ministry of lepe Affc:ars (]

Eh sl o i R e e LT 4N

INSZEeint e ARIEE SEEIE TSI CE e ER T Eg Ly

L = = - - - = i S T 1 - Bl - - - o -~ A

e b Eame eEiss B adpiEas deenie s me TS E R EE S = T il

EnE B bens 2

T OO S o 2

e el Scl s p ot s e s s E e s iilc T le N R el e e

U e E S
= o e ey - - F 2w omm o a 3 A - - - - ~

SeeEStmrEEis EE HEanfpenzll Anstickelees HEs GlosEiTeos

T - PR - - — Lo = s — s £ - b

Eusl ot b hclnce EaRgs The Eegeney feor the Eegiemal

- - - - rr f"‘.,__ | sl ) . - - |ﬁ.- - |

E MEEnaEme e @ hiaEids REIRE ) FEEErTS e ulhe CeneilSsSnan Do
-c_._,_'_".s =N S

C_‘.G...a. LS s, T -

EEes et (B S Tt e e Pl e L memeTE L B ]
..... Sl Eae e S Se e =L e S EieE e E IS T e Eis e s b s
A e S e el S N
CHE SoEinETEEl fy EEe g aLSESETatc EEmGEilginE Bty AN S
THeENENEE Bl glds TESRE SRvelivce Hae e meipvch wkhisk s 00

I



.R>C 1is responsible feor supporting the
PRI NES @7 ThoEe o

40)

plications.
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cpmurities to tske over thestres closing down

Direct state aid, sZrinistered by thetCNE , Scontributests the
costs inveolved in tesking over theatres which are forced to
close down because of falling attendance figures.

Applications have tc be submitted by territorial bodies:

representatives of lccal or regional comrunities qualify.

¢c) The Region

0
y—r

Acsezcy for the Development of Cimema (ARDC)

Tihie WARDE S s subsidiary of the CNC, whose budget is provided
e M

8
directilivibv it he Hirsstryt of Enl ture: ez wele 1g:

1) Te ensure that communities throughout the national

Ecrrdvary havesacgscs Mo filnlsereeninE= oyt inancialily
supperting the cornszruction angd modernisatiem of theatres
IEprevidc=lpocss=sence Lo privateNconcernsl N LU eipalities e
A SEE s mie in tnis regsrd tNprev:desir el fgill ort e
services

=R Eesc s la sl o aise o

SN moldergsaceonel

- cesting fer the eguipment and coOnStustlaon necessary

- advice on managersnt and programming

= i ST Sl

- suppcrt for the tzking over of cinemzs by local
comruni:tiezs (befcre and sfter)

B Te SEareVe o2 C0saC FieOnbEnes g SREL EY oemeltniic i Gs
O EudainE EedE s Rme s ZhgEiednnll St e fer whE wElEsigs @i
SirdineE R WEREdcs Za s This alilows these filmps to benefit
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froc ths national publicity campsign not too lTongwa ftier it
hast teken placel.

The ARDC &slso supports and co-ordinstes the promotion anc
PUblicitvSofifcertein®films N TE i sWils Ydone ton & regional or a

level, in collaboration with datstrilbutersy

exhibitcrs and other bodies that wish to be associated with
the action (communities, press, television; radio, welfare,
etec)

2.9 Losns ‘o exhibitors

Under certain conditions, the CNC guarantees loans by the
Small and Medium Business Development Corporation to
exhibitors. Exhibitors themselves have also set up &
guarantee fund to facilitate loans to the sector directly

fron firsncial dnstituticns:
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a wide zudience;
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- new fiims that are recognised by critics snd audiences as
films ‘ccatribUting teitthe srt of cinems;
- excegtional apsteur films.

ied as “"experimental and &r: Bl LI e FEie o
the TS4 than cormercial cinemes. The

exact per-centage depend on the area in whiek the cinerms

rcentage of art and experimental cinema, et

The corrission classifying cinems houses which have appliied

for classificstion iconsist of representatives of the CNC,
EeVErnEs Tt degartn

a & , directors, producers, exhiatbsit o s
distributors, the French Association of Experimental and Art
a

Cinema {(AFCAE) znd regional representative of the ARDC .

Films =re classsified as experimentsal and art films by
Tepresec=tatlvestofNtheMENT Wdirectors) producers,
distrib:tors, independant exhibitors, AFCAE, cultur=al ‘leaders
and the voung cinems peklic)

255 (Crepipearerierciofi-dd it evh-Eiten
Prizes Szve been crezte? to reward cinerc EeorEiltws Wer &
mEE T St eeEhes e ematime B S hoimos Eirer:z theatres wath fne
lEiEse cSehlEhes faEtnoE uey. Lneler cowh e EegEh rlEmeg, SilsE
Riimily HEe Elg Heelii dehne . SEleSney
3, The grxotecticn of free market mechsnisgps
S L= s et s cllcmlcprecr e holbeivec lomiraduiit e
Alliesccciavic s iferne - eEn@ aFrecrerts lentexed aptotbynive or
mErerexs b Egrs havel tesber autlicriced by the D ircecor—GCerierza
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Lhretepuso-sefeo fivthisSillegislationteas:

- to fcr-ralise agreements and to protect the rights of all

interested parties;

St osEScventiun ks lngeonpetl thionsancst o fensuirelthat S pi e
public sinterest, films arei.shown .to.,as wide,an.sudiernce as
possible.

The Director-Genersl decides on spplications for

suthorisstieon afterconsultation with the Programming
Copmiss:ion This Commission consists of nine members,
egually rade up of exhibitors, distributors or producers, and
other 2n2ividusls qualified in the field under coensideraticon,
arpointeZ by the minister responsible for cinems.
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icr: has three functions:

- To s=Zvise the CNC on applications from exhibitors for

authorissticn to form associations or to enter into
agreecs~<s. In its deliberations, the Commission gives

n to the possible negative effects that proposed
a

Siseeciations N T s e particulsriv aon
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= loliclca s ider s ituations lef Pessabiler G cair competition at
Erelicen == 5 e & S e ho s @NGH

sdloliccssest Toenalties when ercides =re ot adhered tc

ler s poohibited by law for exhabition ent ties which cperate
eElcaTie - fena ' Sleve llNtol enterNintel ST eckier t o
t-c Meo crter i5 af indeperderi cdri=sctrpotive sutherity,
sEEE AR E o ais i g S aiele JerdenEis s @2 T linseae Fanl silhe Mo el
FesEcH= s e Miernlinenz, d affer cersn it io ) Hith the CaEnie: 1
ferl Bz i G amoie ki Ao He or she car ther eppoint specialisec
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= f Mediator is to attempt to sclve differences
arising from claics of unfsir compitition, particularly in
the fielid of exhibition. At the demand of the Nedistor &nd
aftertice=sultation vith different government depsartrents

N

Statutcry bodies and ciners

entitllec S Code for

professionals, a document

Fair Competition in Cinema Exhibsit don

has been developed to Provide guidelines to distribution

entities.

4. The ron-commercisl sector

Cine-clchks

profit tasis, alsc have tc obtsin

crivale

More thazn twec hundreZ culturzl events inve Ving clneBa take
eleEE A Hranse wemw iy These events asre designed to prcorcte
thielchesinsaci aalns thes e relcenere | 1Vl o T Slor e
giscovery of new talent s5c & wayv fer lecesl compunities ic
Sissaeiz=e sSpeigl 1 Many c¢f these events receive finarcizl
suppor:z from the CNC. Nurercus file festivals slso benefit
from trhe support of the CNC, arong them, the Cannes festival,
the bigsest file festival in the world.

(En I e
i e e e e T T C i e -
e ' ChieNecfapercest tne EAE Vsehocly  FENI SN e el ccec et )

cnsultation with the Director-General of the

and all other corganisms projecting films on a non-

authorisation from the CKC.
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C. The Audiovisuasl Frogrspzes Service of the CNC

Interder to gqualifv for a-*cmatic or selective 8id from the

CNC, suciovisual progrsrre

1

procducers have to subject their
e

ot
H

projects to messures of i-similar to those applicable
15

ccr
o feature film production: determination of the nationality

of the programme (sources of financing, the nationality of

the crew and actors, langusge) and its financial structure.

Applications for aid may be submitted only by producers whose

production companies are independart of television channels.

However, before the progresmme qualifies for registration, the

producer must have rezched an agreement for its brosdcast

with a channel contributing to the CNC fund through tax on

1ts inccme. This chennel must reach at least a hundred

thousanc households, but the progrzmme can "accumulsate

househclds"” by being brocadcast on different channels.

Drama seri
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orked out according tc a formulz which takes intc accournt
the overall cost of the progranre sncd the average arzunt per
ELiEEES Shew EEE pRid gEE B¥ e EBET dn vhc proviens Sinaneial
veET Ahc s o ey el s ==l B G hEel s roE Y EBEE ROnsE T
sezoode-ctaenm, che Righ=er the sreou-t of aid it receive=z )
Lez:in the antometie 22 Ezy cnly be used fer re-inviestment i
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Prograrres of partio-lar cultural, technicsl or economical
interest qualify for this aid. The Director-General of the
CNC decides about its gllocation in consultavion with the
Commissicn for the Financial Support of Audiovisual Programme
Preduet = cnn

This Corrission consists of the Director-General of the ENGEY
one represerntative each of the Ministry of Culture and
Communication and the Yinistry of Finance and six members
appointel by the Minister of Culture and Communication for

their perticular gualities to fulfil the functions required.

The air of the financial support is:
- to help develop works of fiction or animation that do not
(vet) heve sccess to automatic support

- to stpport programme genres that do not normslly benefit

Bromolcematic a:d: Cocumentaries, cultursl magazine

1

prcgrarcres, the r

A<
1,

ing of live perforrances.
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LS @ .=0 poscsible toe ootain support from the CNC feor the
Eredunetzcnof 'e piiet for = serniec of prograpmes.

BSi An Lne case ¢f cinecz, cther special CLechanisms exis+t +o
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et ec e b he proz i as dor ona SirEECEaEE ©5 ©@Sicwsan
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*ms_:zmy.&._and_j_m&mml_service of the CNC

this section comprise the administration of
he Information snd Resezarch centre which
Fife S and fa il Ut he legal and other

zative funections of the N ENG"

iudes the regulation of the order of release of films

- = £ £

~irerent medis (one year after theatre release for

charnels, one year later for video shops and on

~on channels which co-financed the film, and another

€r, three years after thestre release, on other

cn chennels.

nistrative and Financial Service also regulate the
local films on television, the amount of films which

-

categories of channels may brosdcast per year, and

whern files may be brcadeast. (On Wednesdsay, Friday sand
nights, no files may be brosdesst on open channels
n3J, to enccurage viewers to gc toc the cinema. )



D. RECOMNMENDATIONS REGARDING CHANGES TO THE CURRENT SYSTEM OF
STATE SUPPORT TO THE FILM INDUSTRY

1. The complex infrastructure of the film industry
necessitates the creation of a specialised statutary bodyv to
ensure contincity in government policies regulating and

supporting the South African film industry. The Film
Commission found that the French Centre National de lsa
Cineratogrsphie cffers a positive example of a statutory body
efficierntly adrministering state support to the film industry

while ensuring the independence of the industry from the
government of the day.

7 In order to cc-ordinate initiastives concerning the

industry and to facilitate integrated, long-term planning,

this boldy shouvld be made responsible for the administration
of ali esspects c¢f the industry: Not only production,
nZ exhibitien, but also resource funcetions like

training, archives and resezrch and informestion.

3 GCiven the zrezs of rmutuzl irterest betwees cinema ard
Felevils:an troe lwEey SheBlles SurThcr bbE seczeneibile Por maine
taining cless czntact and zo-operstion with the televisien

4 It - essentis]l that prceciecssionals from the filp inchcstry
be invc_ved ir. the planning and centinuing cperation of such
z bsocy
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cire the accuracy of the box office receipts declared by
cineme cperators. We recommend that the suggested body be

rensible for the issuing of tickets to cinema owners
erification of receipts.

£i1l the function that it was intended for and

serious attention should be given to the cresation of

selective state support structures in additicn to certain

FoEESNc e N ton=t ic 5id

= Fezsuires of control and support appliied tc one of the
tranchics of the film industry in isclaticn from the others
Srellire s feccave A helr InENtoRED P e e e industry These
Eeccsncs fe e i dl sRE iy g Nithe Nt el as v &8s B industry

& Tl == HE i BooGine nEEsE fee Wide-ranEging, ongoirig
resezrl’ tc guide the changes that need tc be brought about
“ESthe South VAfrican film industry s teo ware of: the ecurrent
ClREERE EZE STES Suheilved

SEEES_cte attention sShould be given to the establishment of =a
=Ll t-Fe recezrech unit Rith theNneccescar T S rescureces at it

S SEes= Wtelliavesunzate thelvd et 1D Ol E e s e e r e en
Seatttczy becy to aaminister the South Africarm film incustry
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1@ The fate of the Seu
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Lk African film industry is
Anextracablyitilea nphRa £ St he NS ou E WA ean S culbilRicE @ ni t e ¢
capacity as viewers and taxpayers). It is necessary to
launch & pubtlic awareness campaign on the current plight of,
ane P EuEGre diftections  Een Ehel ocali T il i nichinis teyv T R it
carpaign cculd be used tc begin nurturing a pride in South
Africarn images.
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a) the extent ol "theericsisNinsthellf atlmEindinstEry:;

E) the need for this emedium to play its role during the

hanges in the socio-political arens;
SO ths rapidly ‘chapging centextNofENaldiiovashallSprodice i ont

distrikbuticon and exhitbitien, ccupled wmith revolutionary

chenEe= int auas ava =shal e e e hnolfoEy

d) tne currert prccess c¢f redefinmition of regional and
St Eerratsona ) cues ovase - L encllizitileon s Swenlidsiiid e anc
Eertacslarlyiin Secut e S re e

e the lack of aseccess teol fi1lmNcerecningsifornsthel]arme
majoritvrofs EeuthVAREs cansy

it ie recessary to accept the need for urgent and effective
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