











We also placed billboards of different sizes 2 or 3
weeks before the release.

We produced a trailer which was released in
theatres 5 weeks before the release. We were
lucky enough to have during those five weeks
Madagascar 2, so the trailer went before the film
and many children and parents were able to see it
(between the 3rd and the 16th of December).

We also produced «Totems» and «Pane Stickers»,
the kind of equipment that can be placed on the
halls of cinemas and theatres.

A «candy operation» was released in 130 theatres,
where pop corn cups with Niko visuals were put at
spectators’ disposal.

We organised previews the Sunday morning prior
to the release. Goodies were distributed to the
audience during these premieres.

¢ Did you use the print media?

Yes, one month before the release we advertised
on several children’s magazines: Toupie, J'aime Lire,
Toboggan, Wapiti.

To reach the parents we advertised in theatri-
cal programmes 2 weeks before the release date
and in TV Programmes (TV Mag, TV Loisirs) 1 week
before the release.

Malaga

@ Did you use Internet?

Yes, the artwork, the pictures and the trailer were
broadcast on several websites about cinema.These
websites were also linked to the official website of
the movie www.nikolepetitrenne.com (online since
5 November). We established several partnerships
with other websites for kids. For example tfou.
fr (the website of TF1 kids’ programmes) placed a
banner between the 3rd and the 31st of December.

We did an advertising campaign on allocine.fr, the
first French website for theatrical programmes.The
space has been bought mostly after the release,
during the holidays.

We also launched an intensive radio campaign.
One hundred and thirty eight chronicles were
broadcast on 22 regional stations the week before
the release.

® What about non-media campaigns?

We placed logos on several shops like Interflora
(Flower shops), Passion beauté (perfume shops),
Buffalo Grill (restaurants), Pom D’api (kidswear
shops). The artwork and the trailers were broad-
cast in all these different places.



Producers’ Relationships with Sales Agents and Distributors

Irina Ignatiew -
Telepool GmbH Miinchen (Germany) and

Paul Young - Cartoon Saloon (Ireland)

Irina Ignatiew is Executive Vice President
International of Telepool GmbH Miinchen.
She heads the world sales division of inter-
national distributor Telepool, and is respon-
sible for the sales of more than 20.000 hours
and growing TV library including the vast
catalogue of Germany’s No. 1 commercial
broadcaster RTL, as well as a variety of the-
atrical feature films, including international
animation hit Niko - The Way to the Stars,
Walt Disney Germany’s Lilly the Witch, Oliver
Hirschbiegel’s Angelface and Marleen Gorries’
Within the Whirlwind starring Oscar Nominee
Emily Watson.

Paul Young is a co-founder and CEO of Cartoon
Saloon, Producer of the animated feature The
Secret of Kells and Executive Producer of the
animated children’s series Skunk Fu! which has
sold globally to territories including the BBC,
Super RTL, Kids WB and Cartoon Network in
the US.

® Can you use an example you have
been working on - The Secret of Kells —
co-produced by Cartoon Saloon, to illustrate
the relationship between a sales agent,
co-producer and theatrical distributor?

Paul Young. The Secret of Kells was done in a
very traditional way. We presented the project
at Cartoon Movie in 2000. We partnered with
our French co-producers, Les Armateurs, France
Télévisions and Gebeka Films. From a very early
stage of development we had a sales agent inte-
rested.We also partnered with a Belgium company,
called Vivi Films. In the end it was a three-way co-
production where Ireland’s Cartoon Saloon kept
the UK and Ireland as our territory to have the
rights, Les Armateurs kept France and Vivi Films
kept Belgium with a little part of France.

We shared the rights outside these countries.
Our sales agent is Celluloid Dreams. Financially
it was a complicated production, because it was
with three partners. Creatively it was a good co-
production because everybody was very involved
in the production from the beginning, including
the sales agent.

Irina Ignatiew

Paul Young

In Ireland we ended with the financing after three
years of development, with the involvement of
Disney to distribute the film in Ireland.

® How did you market the film in different
territories?

Paul. The marketing in France was more in line
with how we felt the film should be presented.
Even though the sales were not as we expected.
Even in France, | think it was a difficult time to
bring out a film at that moment. In Ireland the
film didn’t work as well as we expected.

In France we got feedback from Gebeka and from
France Télévisions. | think it is very important



for the sales agent to know exactly what kind of
movie is being made, so that they can target the
right audience and decide how the film is going to
be pitched with posters and trailers.

| think what happened in Ireland was that Disney
didn’t know what the film was and we pitched it
a little bit more like a Disney film. | don’t know
whether it was wrong or right, but it was just
different from they way it was pitched in France,
in Belgium and internationally. The film was also
coming out soon in the US, in Canada and in
Australia. It’s very different from a commercial
film like Kung-Fu Panda in the sense that it’s
more traditional for younger children and family
audience. | think pitching it more like a Disney
commercial film might have given the wrong
impression in Ireland.

® How far can the sales agent go in the
discussion process at an early stage of
development, like the script, production?

Irina. We can’t do it for every single project. We
have over 20.000 hours of programmes in our
catalogue and when we are talking about feature
films we’d love to come in as early as possible. We
can advise at the financing when there is a certain
gap the sales agent can fill.. we try to minimize
that obviously and we’re not thinking we can get
the part of the creator’s process, we want to make
money for ourselves, we want to make money for
the producer, that’s our job.

But, on the other hand, when we read a project,
we carefully look at the track record. Is there a
brand behind it? Is it a unique story? Everything
starts in the story telling and we like to advise
producers that may have certain expectations
from international markets, explain the cultural
differences in the territories, what they like to buy
and what they consider as commercial and what
they don’t consider as commercial. For us, it is our
own interest, and also the producer’s, to come as
early as possible.

When we have something we fall in love with, we
show it very early to the market place, we choose
the international distributors that we feel are
the most appropriate for the project, because
not every project should be released by Disney
or not every project should be released by small
distributors.

We continuously, especially on the animation side,
show very early stages of animation, we go to the
various international markets. Our main markets:
the Berlinale, the Cannes Film Festival and the
AFM. Toronto is getting more and more important.
On a regular market day we have team meetings,
we sit in our booths...

The promo is a very very important part of our
sale stage besides flyers, turnarounds, scripts.
You also need to be able to tell the story and
make somebody be passionate about it and
spend a lot of money on it. It’s because we have
to show the creativity, more of the story and
that’s why a four-minute promo is very impor-
tant in the sale process.

It usually takes, especially for animated films, a
good 2 years on the sales stage.

We are very eager to bring a certain number of
international distributors together to have meet-
ings. It is very important in the relationship with
the producer to access as much material as pos-
sible at a very early stage, to be able to create an
international campaign.

® Do you feel that producers are now flexible
to accept comments, remarks in the
development phase?

Irina. It is always collaboration between the two.
The important thing is that the producer needs to
understand that we’re doing a different job.

We had a project called Lily the witch, which is
a fairly unique project because it combines live
action with CGl. It was originally a book series, and
a German producer acquired that and coproduced
with Disney Germany. It was the first time that a
European film received the Walt Disney branding.
We had certain agitations from the producing side
like “Should we show earlier animated scenes?
This is not really something that is finished, we
don’t feel comfortable showing that to the inter-
national audience..”. What we tried to explain
to them is that our client knows exactly how the
process works. There has to be a certain trust
between the sales agent and the producer. It is our
own interest to do the very best for the project, to
find the perfect distributor in the respective coun-
try and we can work with early rough material.

® Can you compare TV shows and movies?

Irina. On the TV side you have much more specific
target audience that you're trying to get. On the
feature film side, it is more important to reach the
entire family and not to have only pre-schoolers
but also children between 6 and 10.

As far as series are concerned, there are certain
limitations in pricing. It becomes very difficult
for sales agents to place animated series on TV
because advertising revenues have dropped, espe-
cially for that particular audience.

On the feature side, it’s always: «What is the
demand? What is the uniqueness of the project?
At the moment, what is the trend? What interna-
tional clients are asking from a sales agent?».



® Do you feel a sales agent should also get
involved in co-production?

Irina. From Telepool’s perspective we would
like to co-produce, but it’s really a question of
how the financing structure of the film is and
how big the gap is. If you need a lot of money,
a co-production may make more sense. If you
are almost fully financed, from a producer’s
point of view, | would hire a sales agent not a
co-producer.

® You see many many pictures. What do you
take into consideration when choosing a
project?

Irina. What we really look at is the package. The
story is the base of everything. We want to see
what kind of financing you have brought together.
It’s really a question of what the producer wants.
From a very commercial point of view it’s impor-
tant to us that it appeals to the entire audience. Is
it too German? too Irish?...?

And then it’s also the feeling, how we fall in love
with the film, you can feel much better when you
like it.

@ The production process of an animation
project is much longer compared to action
movies...

Irina. With animated films we have pictures for
two years in the marketplace and we can con-
tinuously inform our international agents. In the
larger territories we like to have the producers
at our meetings with the clients because we
strongly believe that a producer can always pitch
a project better than a sales agent. People some-
times assume that we can sell anything, but we
like to have whenever possible the producer on
board and it can help tremendously.

® You're talking about two years on the process
of selling. What happens during this process?
Do you make one sale after another? How are
these contracts made?

Irina. Usually when we start with the pre-sales
we send short trailers or promo reels. And with
contracts, usually they pay a minimum guaran-
tee. A percentage of the value of the contract and
the rest comes when the film is finished and we
can deliver it to the client. Within two years, the
earlier you sell, the best, but the majority of the
revenue comes when the film is finished and you
can deliver it to the client.

® What do you think about minimum
guarantees?

Irina. Usually, at a very early stage, maybe too early,
we are used to do what we call a self-estimate,

often at the script stage when the movie hasn’t
started yet. The producer needs to go to the bank
and get financing and it’s always better when the
producer shows an advance of a sales agent.

In terms of a minimum guarantee, obviously,
everybody wants to avoid risks. The good projects
are lacking financing so the sales agent becomes
an important part of the financing, and grow-
ingly so because networks are willing to invest
less and less.

| can’t say a specific percentage, because it really
depends on what we feel we can get out from the
international market, what the producer can meet
in terms of closing the financing and at the end it
is a matter of discussion.

For theatrical films, giving an MG is a little bit
more difficult because it depends on the trends
that you're running. As it takes two years to sell a
project, certain trends pass very quickly...

@ The sales agent is more active with the
marketing of the movie... Is this becoming an
increasing part of your job?

Irina. | think you have to differentiate between
good marketing, expensive marketing and what
the producer expects to get out of the film in
terms of revenues.

At Telepool we try not to spend too much money
on marketing as we are more interested in travel-
ling, going to the different markets, and talking
about the project...

The dialogue with producers is essential: what exact-
ly do you want to do at the market? Do you think it is
necessary to do a party? What do we expect in terms
of revenue? What are the producer’s needs in terms
of what will land in his pocket? I've seen many sales
agents who have done exactly that, they've paid a
minimum guarantee, then they have made all deals
but they spent so much money on festivals and in
marketing, that the producer never sees any money.
We try to minimize that. The question is it’s maybe
more sexy to have a big poster on the Croisette, but
I'm not sure it helps that much.

For traditional films it’s very important for dis-
tributors to have the exclusive rights in their
respective territory and not to do a non-exclusive
thing. I think we’re all here to make money and the
local distributors are specialists in their country.

@ Talking about the relationship between sales
agents and local distributors, do you think
sales agents should be involved in the local
marketing compaigns?

Irina. Not only do we exchange on an internatio-
nal level what kind of marketing campaign local



distributors will do, but we are also the experts
in the various territories. I'm not doing that by
myself, | have agents who are the absolute experts
in their territories, who know exactly who are the
right distributors for the specific project, what the
admission numbers are in France, Bulgaria, South
Korea, Argentina... for the genre we are selling,
what would be the appropriate person, what kind
of revenues do they generate...

It's not that we want to control, but we want to
support the distributor especially in smaller ter-
ritories.

® We know that getting money from local
distributors is now difficult because
independent distributors are facing financial
problems, and Eurimages is suggesting the
use of collecting agents. What’s your feeling
about it?

Irina. | wonder why. | would like to know the rea-
sons. Well, it depends, if you're a big company like
Telepool, we have a fantastic accounting division
of nine or ten people, so | think it doesn’t make
any sense to spend extra money for a collecting
agent. It’s different with smaller sales agent who
don’t have the ability to do it. | know US compa-
nies have a lot of collecting agents. A collecting
agent takes 3% or 5%, and that’s money the pro-
ducer will not get.

Malaga

@ Are you facing problems with local
distributors trying to change the basic
agreement?

Irina. Rarely, we had some problems in the past
with Eastern Europe. If a local distributor sends
me an e-mail and tells me “Irina | don’t know how
to bring out this film, | have no money for P&l, can
you help me?” And it’s a good client, we’ll have
conversations. We had some deals cancelled in
India: people come in to buy and then you never
hear from them again, so we try to avoid dealing
with companies that we don’t know.

® What would be the best festival or market
for a producer and a sales agent to find each
other and sign the deal?

Irina. | would say before a festival, because before
one can talk, one can meet... It's much better to
meet before a festival, before a market. Cartoon
Movie is a very good place to have a lot of conver-
sations about projects. In Toronto you sometimes
have some more time than in Cannes or Berlin to
discuss projects in more details.

® | guess you'd be also interested in being
contacted directly

Irina. Always. We work in between the markets, so
we have more time to read and evaluate projects
in between the markets, so it’s thoughtful when
you do that.




The Role of Banks in the European Film Industry

Juliane Schulze - peacefulfish (Germany)

Juliane is a Senior Partner and Consultant at
peacefulfish, a strategic consulting firm pro-
viding business services to the audiovisual
industries which is based in Berlin. She spe-
cialises in creating financing solutions, fund
models and innovative financial instruments
for the film and digital content industry.

® The MEDIA Programme of the European
Commission contracted peacefulfish late 2008
to carry out a study on «The Role of Banks in
the European Film Industry». What were the
objectives of the study?

The study was commissioned to identify the
European banks active in the audiovisual sector.
We tried to understand the current lending models
and we made some recommendations to the MEDIA
Programme for potential intervention in the area.

® What are the main lending models?

We identified 5 main lending models:

H Interim Finance. Typically these models are clas-
sic contract discounting. The bank cash-flows
against established financing agreements or
opens credit lines which producers pay back as
the film moves on.

B Tax-Incentive Financing. We have two kinds of
services: the Tax Credit cash-flow which is a gua-
ranteed finance with real cash value comprised
between 10% and 20% of the production budget;
or Tax-Incentive Gearing which combines lend-
ers’ financing with capital from 3rd-party private
investors.

Gap Finance. We have identified two Gap Financing
models: the Classic Gap Financing (10-15% of the
production budget cash-flowed against MG for
unsold territory) and the SuperGap Financing (up to
30% of the production budget cash-flowed against
MG plus a government backed guarantee).

B Working Capital/Corporate Finance. This model
works only for U.S. studios that have important
assets like library of movies and A-list projects
every year.

Bank Guarantees. This model exists for example
in a few European countries (IFCIC in France,
Landesbiirgschaft Structure in Germany). The
production company receives a loan from a com-
mercial bank against a guarantee from financial
institution to mitigate the risk.

~
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® Why do film producers need bank loans?

There are many reasons for that: to cash-flow
pre-sales, minimum guarantees, subsidies, tax
incentives, private equity, which are paid out in
instalments over the course of the production.

® What are the conclusions of your study as far
as the production sector is concerned?

First of all the film banking is inherently linked to
production levels. Banks specialised in the audio-
visual sector exist mainly in the big five European
territories. Only 5 member countries of the MEDIA
Programme have a production output higher than
40 films a year: France, United Kingdom, Germany,
Spain and Italy. Film banking services are available
mainly in these 5 countries.

Bank loans (interim finance and working capital)
are very difficult to access for small production
companies. The study suggests that film produ-
cers should try as much as possible to retain the
IP rights of the films instead of licensing them to
have the possibility to access private investments
and bank services.

We must recall that film production and film
sales are primarily project and fee-based business-
es rather than company-based businesses. The
private investors are more interested in company-
based investments.



According to the financial institutions we met,
most European film producers do not fully under-
stand the film business, specifically the sales and
distribution side and how that intersects with the
banking industry.

@ Is there a real market for banks in Europe?

There are several pre-requisites that have to be
met. Financial institutions are getting involved in
productions with budgets over 1.2M€. Only 8 of
the 32 MEDIA countries have an average produc-
tion budged above 2M€ in 2007: Austria, Sweden,
Denmark, Italy, UK, Germany, Spain, France. This is
the reason why the market size for film banking
servicesis limited by production output and budget
levels. Banks classify this sector as «high risk». The
back-office cost of film lending does not justify the
return for many of the players. Furthermore film
industry expertise within financial institutions is
rare, making film banking a niche business.

® What kind of services are then offered by
[ ]
banks in Europe?

Banks provide loans not equity capital. Loans are
considered to be less risky. Producers pay an inte-
rest and a service fee. The loan is fully repaid within
a specific time period.

The main problem is that at the moment the
liquidity is very low and many financial institu-
tions don‘t actively lend.

Gap financing services are currently offered only
by a few banks - mostly in Germany.

A few French and German financial institutions
provide development loans, but loan amounts are
very low.

® Why are these services under-developed
in Europe?

If we take the example of the tax-based lend-
ing we realise that they are very complicated by
gearing schemes and by the «interpretability» of
ever-changing tax laws.

A second element is that film banking services
require a high level of customisation in order to
assess the risks linked to each specific operation.
Many times there are no resources available within
the banks. This explains why working capital loans
for small and most established production compa-
nies are not available unless they have assets.

Athird reason for the limited development of the film
banking sector in Europe, is that financial institu-
tions typically do not lend to production companies
based in another country. We identified as a main
reason the lack of cross-border legal frameworks
for institutions to access and evaluate the financial
track records of foreign production companies.

¢ Can the European Investment Bank play a
role in favouring the development of the
banking sector?

The European Investment Bank can only issue
direct loans for 25 M€ and more. The EIB has never-
theless a mandate to support European SMEs, but
requires syndication partners in order to offer film
banking services. Syndication between the EIB and
a national bank has been hindered as most banks
don‘t want to share transaction fees.

® What is the potential or cross-border lending
in Europe?

Cross-border lending to European production
companies has occurred using the IFCIC loan
guarantee. Since 2006 IFCIC guarantees loans
for non-French, European co-productions through
French financial institutions such as Coficiné,
Cofiloisirs, and Fortis Mediacom Finance. IFCIC
also guarantees loans provided by non-French
financial institutions.

® Which recommendations did you make to the
MEDIA Programme?

We basically proposed three actions:

H To develop a business training initiative for pro-
ducers seeking to utilize film banking services;

BETo contribute to the expansion of 3rd-party
guarantee funds that guarantee film related
loans. The MEDIA Programme could for exam-
ple contribute funding to IFCIC’s cross-border
guarantee system or work with Audiovisual
SGR in Spain to increase the number and the
size of the provided guarantees. The guarantee
Towers the bank’s risk and makes film banking
more attractive. It lowers also the interest rate
the production company has to pay for the loan.
Finally the guarantee by an expert fund provides
valuable 2nd judgment on the film project;

ElTo create a cross-border network of financial
institutions to provide film banking services
and/or a network of experts to evaluate film
banking applications.

® What elements should a production company
prepare when approaching a bank?

Track records are very important. Production
companies should bring track records and assets
of all involved production companies. It is also
important to provide sales estimations by a sales
company. It is essential to present the track records
of the management team or any element that can
reassure the bank.

A second element is a full business plan with at
least the following elements: the creative package



surrounding the production (genre, cast, director,
etc.), the international distribution, the financing
plan, the financing sources (agreements, their
cash-flowing etc.), the forecast revenues, the
estimated return on investment (ROI) and the
expected cash flows.

Lenders conduct their standard company evalu-
ation based on the company’s balance sheets for
the previous 2-3 years of operation as well as their
accumulated assets. No loans are approved with-
out this rating.

@ Is it possible for small production companies
to get a loan?

It is difficult. Lenders look at an annual turnover
of ~10 millions or higher. Companies should have
the capacity to produce at least one international
project a year. Production companies with one
film every two years or single-purpose companies
are not in an ideal position to obtain a loan.

Audiovisual Policies in Andalusia

Victoria Fernandez Andrino -
Audiovisual Funding Department,
Regional Government of Andalusia (Spain)

Victoria Fernandez Andrino has a degree

in Audiovisual Studies from the University
Complutense of Madrid (UCM) and followed
a postgraduate degree course in Film &
Audiovisual Heritage at the UCM and the
University of Bologna in Italy. She has been
working in the Audiovisual Department of
the Andalusian Regional Ministry of Culture
since 2000, and at the moment, she is Head
of Programmes in the Audiovisual Funding
Department.

® What type of funding is available for the
sector?

As far as specific funding for the sector is con-
cerned, there are various calls for proposals. It is
important to remember that we don’t have a spe-
cific fund for animation. Animation is included in
each and every one of the grants we offer.

We support the audiovisual sector from the start.
The funds are always non-repayable grants for
development, production, distribution, promotion,
and subsidies for co-production.

We also provide another type of backing in the
shape of certain agreements, such as the one we
have with the regional television channel RTVA to
acquire rights. The repayable loan fund is some-
thing quite new.

® How many projects have been submitted in
the last two years?

As far as the non-repayable funding is concerned,
122 projects have been submitted for development

Victoria Fernandez Andrino

(20 were animation), and 152 projects for produc-
tion (15 were animations). The percentage of the
submissions and those that have received funding
is always much higher in animation. Almost 16 M€
were distributed in 2008 and 2009.

We have funded the distribution and promotion
of 56 projects (5 animation ones) with a total of
400,000€.

Animation has some particular characteristics,
and this is reflected in the maximum amounts we
give to each of the projects. They are always more
than for non-animated projects. The maximum
amounts for a non-animated feature-length film
are 300,000%€, and up to 360,000€ for an anima-
ted one. The production fund has sM€ per year.

® What are the requirements for a producer to
request regional grants?

As in all the European regions, the production
company always has to be from this region, to be
Andalusian, to be at least established in the region.



All the grant beneficiaries have to be independent
production companies.They must have their head-
quarters or a branch in the Andalusian region.

@ After the projects have been received, what is
the selection process like?

For the most important call for proposals, which
is production and development, we receive about
250 projects in total, for feature-length films,
shorts and documentaries.

We have a phase in which we review the projects
one by one. Then a rectification phase in which
the applicants can correct mistakes in documents
or contribute missing ones. There is a 2-month
period in which the selection committee studies
the projects and then it gets together in Seville for
two days to discuss and draw up the list of those
who are selected.

We always try to bring people in for the selection
committee from outside the region so that their
involvement in the projects is as small as possible.

® Do you have some kind of yardstick in the
committee for measuring production values?

Yes, when the committee members study the
projects, they have a score sheet, which is included
in our call for proposals. There is a first assessment
phase of the quality and artistic value of the script,
the viability of the funding plan, and the coher-
ence of the budget...

There are two phases, and the committee assesses
everything in the first and gives them a score. The
projects are put in order, and there is a cut at a
certain point with some not passing the limit.

® What are you planning to do in 2010?

We have to introduce some changes, which are
necessary, according to the European Commission,
since the Spanish law has changed. And as the law
has changed, we have to adapt our regional law
to the Spanish law, and, above all, which is what
Europe is most concerned about, the regional
funds must never enter into conflict with compe-
tition law. Therefore, there are some paragraphs
in the call for proposals which we have to go over
with a fine toothcomb, so that the famous compe-
tition law doesn’t turn into our worst enemy.

One of the things the Commission is asking us to
do is to remove all the low budget grants from the
call for proposals for general grants, and to process
them as de minimis grants.

® What is the structure of the co-production
grants?

This fund has alow budget, 600,000€, so there is
backing for only two, maximum three projects.
What we want to do this year is transfer the
money from production grants to co-production,
so that co-productions can apply directly.

For these grants, the beneficiary always has to be
an Andalusian company, and it is obligatory to
submit a co-production contract with a national
or international co-producer, or with various co-
producers. At the moment, the maximum amount
is 200,000€.

The percentages that an Andalusian production
company must have are 20% for films equal to or
less than 3M€,10% between 3 and 6M€, and 5% for
films over 6M£.

® What is the structure of the repayable loans?

This is something new this year. There is an allo-
cation of 10M€ for loans for cultural activities,
including theatre, dance, music...

Obviously audiovisual projects are much more
costly, so the budget they have is nothing like
those for book, dance or music projects.

® Does the grant money have to be spent in
Andalusia?

Yes, the grant is for an Andalusian company. It can
be a co-production, but the backing is for both the
Andalusian company and the Andalusian budget.
The film can have a budget of 2M€, but the per-
centage the Andalusian company has may only
amount to 800,000€, so we give the grant on the
basis of that 800,000%€.



Case Study of Occho Kochoi, a Feature Film in Stereoscopic 3D

Guillaume Hellouin - TeamTO (France)

Pioneer in 3D, Guillaume Hellouin explored
digital technologies and created the depart-
ment of digital special effects of a Paris-based
post-production company in 1990. He was
then production director at Medialab (a
CANAL+ subsidiary). In 1984, he created the
animation and digital SFX studio Sparx* which
10 years later became one of the most impor-
tant and awarded studios in Europe. In 2004,
Guillaume left Sparx* and in 2005 he created
TeamTO with 4 other partners.

® What is TeamTO’s philosophy?

In 2005, after more than a decade of exploring
the 3D animation field, a small team of pioneers
sharing a common passion for animation got
together to found TeamTO, an independent studio
focused on producing innovate TV series and films.
We give to young French and European writers the
means with which to express and even enhance
their visions, thanks to a clever use of new digital
technologies.

® You are currently producing the feature film
Occho Kochoi (working title) in stereoscopic
3D. What are the reasons for this choice?

We imagined the animation like a pop-up book,
with the images literally jumping out at you.
Stereoscopic 3D was the obvious choice, although
it had not been planned at the start. The fact that
the film will be produced in stereoscopic 3D will
accentuate the sensual side of flying with the
birds, looking down at the earth from the sky.
There is an environmental message in this film,
which we wanted to send to children in a subtle
way. We felt that stereoscopic 3D was the best way
to get this message across.

® How does the human eye create
the effect of depth?

The effect of depth comes from the difference in
vision between the left and the right eye, which
look at objects with a difference in angle of 15°. Once
the mind has reconstructed the object, this double
vision gives us the effect of depth. The way to recre-
ate this vision in a film is to produce two series of
images taken from slightly different angles. Once
produced, we have to project the images using
either of the following two different technologies:

- the temporal way, which separates the two series

Guillaume Hellouin

of images, and is known as 3D Active Glasses. We
alternatively project the right then the left eye, and
we alternatively hide both eyes with glasses. With
this technique, we can create a succession of very
clear images that are projected with no distortions.
« the spatial way is the other important viewing
method. We project on the screen both the right
and left eye at the same time, and with a filtering
system we ensure that the right eye looks at the
image for the right eye and the left eye looks at the
image for the left eye.

All the devices that we employ to create the effect
of depth in a film depend on the technology we
use and on the size of the screen. If we project on
a TV screen or a small cinema screen, the result
will not be the same as when we project on alarge
cinema screen. It is therefore necessary to work on
the masterization in different ways depending on
the different uses.

® Why do some screenings give viewers
a headache?

Indeed, this does happen sometimes. If we incor-
rectly generate the series of images, we will try to
make the mind believe things that are incoherent
and which the mind cannot reconstruct (for exam-
ple, wrongly positioned focal points).

® Have you made a trailer for the film
Occho Kochoi?

Yes, we made a trailer that we presented at
Cartoon Movie. The decision was taken quite late.
We found ourselves in a situation where we were
experimenting with a technology that we had
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never used before. We made a 92-second trailer
consisting of 5 shots and 2K. We worked with a
team of two 3D computer graphic designers who
took care of the setup and the texture, three ani-
mators (who had no knowledge of stereoscopic
3D), one computer graphic artist who supervised
lighting, one 3D-compositing computer graphic
designer with a good knowledge of stereoscopic
3D, one 3D-compositing computer graphic design-
er and one stereographic consultant.

To produce a trailer in stereoscopic 3D requires
handling a certain number of problems specific
to this format, essentially problems of staging. We
wanted to test a certain number of things in the
settings of the stereoscopic parameters. We took
an example of a gushing effect and a depth effect.
One of the things we experimented and which
surprised us at the beginning was the speed of the
camera and animation movements. We worked
on a 2D version which functioned very well in
animation on a large screen. As soon as we put it
into stereoscopic 3D, we realised that it no longer
worked. We slowed it down three consecutive
times, repeating the animation. On very dynamic
movements, both in the animation and on the
camera, it is important to be cautious. You have
to check everything from the animation and the
camera to layout, which we didn’t do to start with,
mainly because we didn’t have the viewing means
in the studio. We did the entire layout in 2D and
we decided to handle the stereoscopic parameters
subsequently.

® What are some other things you need to pay
attention to when producing in stereoscopic 3D?

The input and output fields are very different in
a stereoscopic film, as is everything concerning
the edges of the images. The editing is different
because you have to be careful of the focal points
going from one shot to another.

® Did you work on a 3D or a 2D version?

We worked on the 2D version, using images pro-
duced for only one eye. It is the most economical
method. The large American studios recalculate all
the images to create a 2D version, but this is a very
expensive method that no one can afford in Europe.

® What is your production pipeline?

TeamTO’s pipeline is based on commercial soft-
ware: Maya, Fusion and FinalCut. We have 5 people
who handle development and scripting, and who
take care of the Intranet, project follow-up, asset
management and analysis.

We have automated virtually all the compositing
and rendering work. Eighty percent of the frames
do not need human intervention. We can also
create the different layers or compositing scenes
automatically. This automation gives us the pos-
sibility to attribute budgets to creative tasks with
a higher added value.

We have three series in production. As a result of
the large automation of tasks, we can produce 13
minutes per week and per series.




Building Business Plans

Paco Rodriguez -
Media Training & Consulting (Spain)

Paco Rodriguez founded PPM Multimedia in
1990 where he spent 10 years working in dis-
tribution, co-production, funding and as an
executive producing several animated series
for children. He has produced the follow-

ing animated feature films as an Executive
Producer for Filmax Animation: EI Cid: The
Legend, P3K Pinocchio 3000, Gisaku, Nocturna,
Donkey.xote, and The Hairy Tooth Fairy 1 & 2.
He acts as a consultant for the international
theatrical and audiovisual sector.

® How do you put together a business plan for
a feature-length animated film?

| think the first question any producer needs to ask
himself when taking on a project is «what type of film
do | want to make, or what type of film could | make
within the artistic, technical, and especially financial
limitations | have». If it's a case of several million
euros, we'll have to finance this through financial
institutions with guarantees for some time... Do we
have this or not, can we manage to get it or not...

Above all, you need to define the type of film
you want to make. Is it a very experimental inde-
pendent film with a very low budget, or is its
aim to be commercial, or a film that’s going to
be a blockbuster, i.e. American in style? There
are several films in Europe that could fit in that
definition: Planet 51, Arthur and the Invisibles and
Valiant, which have managed to be quite similar
to American blockbusters.

Once we have made the decision about the type
of film, then this will set the framework for
our project, the budget, and how to finance it.
Afterwards, the project exploitation or business
plan will also have an influence.

Another decision to weigh up when considering
the possibility of making a feature-length film is
what line or strategy | want to follow: Do | want
to minimise the risk or create values or assets?
Minimising the risk is «I am going to share this
film with other co-producers, decrease my share
so that it is not 100% of the film, so | may have
20%, 30% or 25%, but | minimise the risk». Or not,
«l want to create value and assets for my company,
and the more rights | have the better, and if | can
have 100%, that’s even better, | don’t share it».

Paco Rodriguez

| could also opt for another avenue, which is either
going for co-production or for presales. Both have
their pros and their cons.

® What are the pros and cons?

With co-production, | minimize the risk, my con-
tribution will be smaller, but controlling my
production will be far more complicated, because
I'm going to have to share it with two or three
structures with all their idiosyncrasies and differ-
ent ways of doing things.

With presales, | might be able to finance all the
film myself, supplement with presales and own it
100%. Presales involve credibility and risk. The risk
of presales is that all the presale contracts | sign
need to become effective when | deliver the film.
In the meantime, they are paper | can discount at a
bank, but they remain risky because a distributor
who has bought the film from me might change
his mind or not pay me, and | would lose part of
the funding based on these presale contracts. It
involves a risk which co-production minimizes in
a different way.

You can also have more of a market film and go to
the market with investors, or make a film backed
more by subsidies and grants, offered in my country
and other countries. If we get these grants, we can
base a funding plan and a business model on them.

| can also try to get tax relief to complete my fund-
ing, or tax relief for R&D.

This is what | have to think about to define a stra-
tegy and the direction | want to go in, because this
direction will define the scale of the project, and
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also the business model | am going to use, as well
as the business plan, and whether this film will
earn money or not after it has been produced.

® What are the most important steps
in funding a project?

The most important steps taken are in the scale of
the project, especially the size of the budget and
what budget level | want to be in. | could choose
a national or regional film, or | could go to the
national, European or world level.

It depends on ambition, the size of the company,
and the type of market | want to access. There are
people who make films solely for the DVD market...

But | could also make animated films for television,
aTV movie, which | don’t release in the cinema, or |
lean towards new technologies, and | can decide to
make a film financed by Internet contributions or
donations, | produce it, and whoever donated can
see this film or can have some compensation. And
it also depends on the audience | want to target.

It's important to realize that any decision we make
in the development is going to have a direct or
indirect impact on the film. It will have an influ-
ence artistically and financially, and on its own
exploitation, because this forms the basis for
establishing processes, production costs, promo-
tion (marketing), and advanced sales, i.e. presales,
because my presales volume will depend on the
budget | have.

I'll have to deal with other matters in the deve-
lopment phase, such as its release in cinemas,
marketing, international sales, and discussing my
project with people with know-how, with people
with experience in premiering, or with people
who are selling internationally, or who are going
to bring out a DVD. Does my project really accom-
modate all these aspects or not?

It is very important for the development to give me
feedback before the project advances any further.

® How large are budgets for a European film?

In Europe our budgets are between 1 and 15sM£. If
my budget is between 1 and 2M£, it will be easy for
me to finance it with the grant systems that we
have in Europe, but the project won’t have much
of a leg to stand on. It won’t be released outside
my region. | won’t have much chance of a national
release, hardly any or no chance of an international
release, there won’t be any presales, and I'll have
fewer TV or DVD opportunities, because coming
out on DVD is a result of box office success. It's fea-
sible, but difficult.

If we go up to between 3 and 6M€, the budget is
more viable for a 2D production, feasible funding,
possible presales, but I'll have to co-produce with
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at least two European partners, and, therefore, I'l
have limited production resources to tackle this
type of project.

If | have between 6 and 10M£, then 3D production
is feasible, but I'll need three European partners
for this film. The more the budget increases, the
more partners I'm going to need, especially from
important countries, i.e. Italy, France, Germany, the
UK and Spain. And that means that the more my
budget increases and the more European partners
I have for the co-production, the more, to a certain
extent, | am mortgaging the exploitation of my
film. I am lowering my income because | am giv-
ing it away in exchange for funding to produce
the film. The more my budget increases, the more
I am mortgaging the exploitation of my film in
exchange for co-production.

Between 10 and 15M€ is difficult to finance in
Europe alone. We are increasingly turning to
Asia, India, and China, and looking for alternative
means of funding. Of course, I'm going to have
presales, and the presale prices will be high to
match the high budget | have. But, in this case, I'm
going to need more partners, and if they are not
co-producer partners, they will be investors. But
they are going to further decrease my share, and,
furthermore, as far as my recovering the invest-
ment is concerned, | will be in a very weak position,
because | will be the last one, especially if my part-
ners are investors, to be in a first position.

First position means that the first euro that comes
in from a cinema, or sale to TV, or a DVD, will be
recouped by the investor who has made the money
available. A scale of recovery is established, which
willinclude everyone up to thelast ones who joined.
And sometimes we are in the queue, even though
we are the ones who instigated the project.

This type of film of around 15ME€ is difficult to
amortize and turn a profit on. Not impossible, but
very difficult, and we don’t have many examples of
successful films with this kind of budget in Europe.

And if it is more than 15M€, the projects are not
very viable or not very profitable. Or, in this case,
there has to be the American equation, i.e. you
need to have an American partner. And you can’t
get American partners for 15M€ projects, because
there simply isn’t enough credibility for a project
from Europe for the US. You must have budgets
of 50, 60 or 70M£€ just for them to look at you,
because if you have a 15M€ budget they don’t
bother because they don't believe you.

If | went to the US, I'd have to have a casting of
American voices, which | would have to produce as
soon as production started, because in animation
we record the voices first and then we animate.



® What kind of audiences are animated
features for?

At the moment, we have a family or child audience
between six and nine years old and between nine
and twelve. For the business or exploitation plan
of our film we also have to bear in mind how our
film is going to fare at the box office, and, espe-
cially, what the exhibitor is going to do with it.

Here in Spain, and possibly in other countries,
some films for the six to nine age group have half
the daily screenings. If we target a family audi-
ence, we have a better chance of staying on screen
until 10:00 at night.

The type of audience we target is also important.
In recent years, we have noticed that animation
films for adults are few and far between, and, save
a few exceptions, they are not very profitable.

Our budget, which goes hand in hand with our
business plan, is going to develop. First, | will
budget on the basis of the script | have produced,
but the script will change, especially with input
from investor or financial partners, who will revise
the script, make changes and this will affect my
budget. So, if | involve financial partners in the co-
production or just in the investment, my budget
will go up, and | will have to adjust my funding
plan to this increase.

| have to take the following kind of percentages
into account in the budget: overheads, contingen-
cies... and above all completion bond costs. When
| am playing in a league with a budget of 8, 10 or
15M€, | am bound to be asked for a completion
bond, and the completion bond, depending on who
it is, is going to cost me 3% or 4% of my production
budget. A budget of 2M€, however, will not require
a completion bond, but we mustn’t forget it if we
get into a higher budget.

® When do you produce the film’s marketing
and exploitation plan?

During the development, | will have established
a production budget, a funding plan, and I'll
be looking for partners. Using these as a basis,
| really need to be thinking about the film’s
marketing and exploitation plan as early as
the development phase. | already have to speak
with distributors for the initial marketing plan,
which we will have a draft of, but we have to
get together to find out whether my film is a
4o-print film in Spain, or 80, 300 or 600 prints,
which print range will apply. If it is a 2M€ and
8o-print film, then | will spend 300,000€ on
advertising, that could be my aim, or if it is a
15ME€ film, I'll have to spend a minimum of 2M€
on advertising from the start.

My business model is also going to progress
depending on the packaging | give the film. Il
have to detail all the elements to give my project
a good pitch and to attract partners. The more
attractive the packaging is, the more attractive it
will be to them, and the more chances I'll have of
finding co-production or funding. The packaging
is easy. It’s the scriptwriter, the director, the com-
poser, the casting and the voices.

All this will have an influence on my business plan,
and it will give me more cachet and more or less
credibility. If | am working with a director who has
already had three box office successes, and they
are blockbusters, that gives me more cachet. If lam
working with a new director, he simply gives me
expectations, but not confidence. The same hap-
pens with scriptwriters, and, especially, the voice
talent. If | limit myself to my national market, | will
look for voice casting.

Our problem with voice casting is that when we
hold a press conference for the release of the film,
our animation figures are not going to attract the
press. They want to see flesh and blood, so we are
partly forced to use two or three well-known actors.

® How do you gauge a film’s potential?

If 'm making an independent film, I'll have to
do some research to arrive at some box office
forecasts. In other words, I'll go to see other inde-
pendent films which have been released over the
past five years, and see how they have fared in
the box office and in the DVD market, how many
prints of them were released... to see the potential
and adapt the plan that | have.

If I put in my exploitation plan that my film is
going to sell 3 million tickets, in other words
around 10M€, that wouldn’t be real, because right
now no Spanish film has sold more than 700,000
tickets.

A larger budget, and, consequently, more expen-
diture on promotion and distribution does not
mean more box office takings and success. That
rule is not valid.

The profitability of European animation film does
not lie in the cinema, which is where it should
be. We have to find other alternative sources of
income which are not cinemas.

® What are the characteristics of European
funding plans?

Most of the funding plan model of animation
films is designed around the subsidies and income
| have. In other words, | don’t plan a film around
the story | want to tell, but around the grants I am
going to raise.
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® When should a film be released?

One of the reactions of distributors that distri-
bute European animation film is to run a mile
from American releases, i.e. don’t compete with
an American release. Actually there are more
elements: | can’t control who is going to be com-
peting with me, or | could control it by running
a mile, but there could be football on that day, it
might be raining, etc.

I think the best animation release date is the
beginning of Christmas: whoever is around, | get
takings everyday. In Spain we are limited to three
dates in animation: Easter, the beginning of the
summer and Christmas. At Filmax, Nocturna was
released on 11 October 2007, and it was a total
flop because releasing on 11 October is a suicide
mission. There might not be any American compe-
tition, but you can’t make any money on that date,
and if you could, they'd be there.

The type of film | am making will also dictate
the type of release: saturation, massive with 400
or 600 prints, or a standard release of 60 or 8o
prints, or 120 or 180 prints, which is quite large for
a Spanish film.

My business model lets me know how much | can
spend on prints and on advertising, and also what
will give me an income, where | am going to get
takings, besides how to finance my film with sub-
sidies, grants, investments...

@ Is the business model for film production well
distributed?

No, after all the effort a producer makes develo-
ping a film, funding it, and taking it to the screen,
the average amount that can be made from it is
around 12%, 15%, or 20% from all the exploitation
lines there may be.

® How are windows of exploitation changing?

The issue of the windows of exploitation is chang-
ing mainly because of piracy. The idea is to make
money in the majority of the windows of exploi-
tation and as soon as possible. We can also see
that the classic form of exploitation is changing
too, and it is entering into a new business model
where online distribution is starting to grow and
make a timid appearance, above all due to piracy
(because it is actually piracy which affects these
exploitation models).

There are other platforms and other channels, and
other market values, because new exploitation
channels are always appearing, such as US-style
video games. Which American film doesn’t have a
video game? Another added value is stereoscopic
cinema, which is another way of increasing box
office takings.
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® When do you have to start looking for
presales?

You mustn’t start the presales until you have at
least 80% of the funding in the bag and have
started pre-production. It’s not good for the com-
pany to pre-sell and then the film isn’t made, or
it is made years later, as that’s bad credibility for
the market.

Not everyone can make presales on a film. The
company has to have a good track record to do
that.

® What is the production schedule foran
animated film?

The first year is more a development phase, a mar-
keting phase for financiers, and we are testing the
market. After a year, you know if your film will be
well received or not. Often producers end up mak-
ing films out of stubbornness, or because they’re
pushed into doing it, or because they’'ve already
spent 150,000€ and they can’t afford to say good
bye to that money, so they have to keep going.
Often it’s better to say goodbye to the 150,000€
and not make the film rather than keep on going
and lose several millions later on.

® Which films have merchandising potential?

There won’t be any merchandising until a release
date has been established, a marketing budget has
been finalised, or the number of copies to be released
into the market has been decided upon. If it is a film
with 20 prints, and it is being released in March, it
doesn’t have any merchandising potential.
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