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1.0 Executive Summary

The Government of Saskatchewan investment in the film
industry is an attractive option for economic and cultural
development. Since the production of the first major feature
film, Who Has Seen the Wind, during the 1970s, the capacity
and success of the indigenous industry has grown
considerably. The past 15 years has seen a steady increase in
provincial involvement with the introduction of increased
funding and incentives for the film industry.

The extent of provincial investment relates directly to
industry growth.

Genie Award winning feature film Falling Angels
e ; e . Katharine Isabelle (as Lou) and Saskatoon’s Monte
per year to support the provincial film and television industry.  Gagne (as Norma).

This includes direct support to production through the tax
credit, SaskFILM and SCN, as well as other incentives. With the support of the provincial government,
film production volume in Saskatchewan increased from just over $5M in 1990 to nearly $50M in 2003.

The province of Saskatchewan invests approximately $10M

After years of intentional development the Saskatchewan film industry has come of age.

In the last six years, the total film industry averaged $45.5M per year in production activity and
contributed an average of $46.9M in economic impact, creating 798 Saskatchewan jobs. There are now at
least 65 producers and production companies active in the province; three media arts access centers, and a
growing array of media education opportunities. Saskatchewan now has the means to tell stories that
reflect the unique character and perspectives of our people.

In total the tax credit program and SCN combined have supported 250 projects, contributing hundreds of
hours of film and video programming seen in Saskatchewan and around the globe. The province has
achieved critical recognition for Saskatchewan made productions, including a prestigious Emmy Award
for the documentary 13 Seconds — The Kent State Shootings (Partners in Motion), and two Genie awards
for the feature film Falling Angels (Minds Eye Pictures). The television comedy series Corner Gas
(Vérité Films) attracts over one million viewers in Canada each week and is one of three Saskatchewan
dramatic television series renewed for a second season.

The Regina Regional Economic Development Authority (RREDA) identified the film and multimedia
sector as one of its key economic clusters for its strategic planning. The potential of film and television to
the tourism industry is gaining interest as images of Saskatchewan reach audiences worldwide. There are
now 10,000 high school students enrolled in media studies programs in the province and four institutions
offer media programs at the post-secondary level.

1.1 THE ROLE OF PROVINCIAL SUPPORT FOR THE INDUSTRY

Public interest in the province’s film investments resulted from several factors. A downturn in the
international film industry slowed growth in the province. Increased competition from other jurisdictions,
the well-publicized financial troubles of Minds Eye Pictures and the province’s role in creating the
Canada-Saskatchewan Production Studios all attracted the public eye.

The Saskatchewan Film Employment Tax Credit (SFETC) is the main vehicle for investing in industry
growth. The number of productions, supported by the SFETC, varies from year to year, creating
difficulty in planning for the costs of the program. As a result, government required a better
understanding of the net cost to the province, as well as consideration of options to contain the costs of



the program.
The extent and intentions of provincial investment in the industry have raised questions in the last few

years about the appropriate role of government in supporting the industry. These issues must be
addressed through a re-examination of the provincial interest in the film industry.

PURPOSE OF THE REVIEW

The government called for a review of the Saskatchewan film and video industry to inform a revised
industry strategy. The Department of Culture, Youth and Recreation conducted the review, in partnership
with Finance, Industry and Resources, Investment Saskatchewan, Saskatchewan Communications
Network, and Learning.

The findings from this report will offer information and advice to develop government policy and
investment strategies with respect to the film and video industry.

The purpose of the review is to evaluate all current incentives for the Saskatchewan film and video
industry for effectiveness and competitiveness. Based on the results of that review, government will
develop a revised strategy for its role with respect to the film and video industry.

Considerations in undertaking the review include:
e The economic and cultural impact of the industry in Saskatchewan
e Current issues and challenges faced by the industry
e The level of investment required to sustain the industry
e Effectiveness of administrative support and existing programs

The review will examine the main investments made in the film and video industry by the Province of
Saskatchewan — these are:

Film Employment Tax Credit (SFETC)

SaskFILM

Investment Saskatchewan investments in film production companies
Canada-Saskatchewan Production Studios (CSPS)

Job Start/Future Skills and Crew Call/WEPA

Saskatchewan Arts Board support to media arts production

Lottery system support to film, video and media arts organizations
Saskatchewan Communications Network role in Saskatchewan production
Educational institutions involved in media studies and production training

1.2 KEY FINDINGS

The partnership of industry and government in the Saskatchewan film and video industry has
grown and is making positive economic contributions to the province with minimal net cost to the
provincial treasury.

e Since 1998, the total economic impact of film production in Saskatchewan has been on average
$46.9M per year, generating 798 full-time equivalent jobs. Of these jobs, 651 resulted from tax
credit supported production activity.

e On average, the net cost to government of the SFETC, balanced against the tax revenues generated
by the program (through income and goods and services taxes collected), is minimal, given the
many direct and indirect economic benefits to the province. Based on SFETC participating
productions alone, the net cost to government over the six years of the SFETC program has been
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$2.77M or an average net cost of $0.46M per year.

Film production makes a significant cultural contribution to the province through the creation of
cultural products reflecting the identity, diversity and perspectives of Saskatchewan people and in
providing opportunities for expression and development of skilled cultural workers in the province.

Saskatchewan productions are making a greater impression with audiences than they have in the
past. There are more Saskatchewan films and television programs being made and the number of
broadcast hours for Saskatchewan programs is increasing in the province, in Canada and
internationally.

In 1997, there were 33 active producers and production companies in Saskatchewan. Since then
that number has increased to 65. According to labour organization job estimates, the number of
unionized employees in the industry has gone from 207 in 1997 to 1,078 in 2003.

The production industry has and continues to make good use of the Canada-Saskatchewan
Production Studios and as a long-term investment was necessary to make Saskatchewan a viable
production centre.

The production facility opened in the fall of 2002 after the peak production season and had a slow
start. The facility was well used in the 2003 production season and SaskFILM reports that the
facility is now fully booked between May and October 2004.

Economic returns relate directly to local production capacity.

On average, the industry spends 63% of total production budgets in the province. However, when
there is more production volume than local capacity to support that level of production, there is
more need to import labour, goods and services. This means that in years of higher production
volumes, the percentage of Saskatchewan spending declines.

The industry is an employer of young people.

IATSE 295 (representing film crew technicians and craftspeople) reports that of the 53 new
members since 1998, 24 were under 30 years old at initiation and the average age on initiation is
33 years. The average age of current film members is 37.7 years. Saskatchewan ACTRA
(representing film actors) reports having a large youth component, with increases in recent years
due to youth oriented programs such as Moccasin Flats and renegadepress.com. Approximately
25% of ACTRA members are under 25 years and the average age of all Saskatchewan ACTRA
members is approximately 35 years.

Fluctuations in production volume are inevitable.

Peaks in production volume occur with one or more large production in one season. Core activity
has averaged around $25M per year plus an average of $14M in large productions that vary
greatly from year to year. The design and budgeting of film incentives need to recognize that
fluctuations are inevitable.
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Growth is creating financing challenges for Saskatchewan production companies.

e The lack of equity financing and advance tax credit options within the SFETC creates challenges
for financial management of Saskatchewan productions. Manitoba offers significant equity
financing while Nova Scotia supports the industry through its Equity Investment Program.

e The film industry demands a high level of business skills, especially in areas of financial
management and marketing. While some established producers may not require business skills
training, most would benefit from increased business skills. Younger producers and emerging
companies would especially benefit from this service.

The skilled labour force in the sector has grown, however, the sector lacks a comprehensive human
resource development plan and coordination of training activities.

e There is overlap of roles and inefficiencies in the coordination of training programs. This includes
administration of the SFETC deeming provision, Job Start/Future Skills, industry based training,
and Crew Call. As a result, the provincial investments in training programs have not been as
effective as they might have been. It is also very difficult to assess the effectiveness of these
programs due to the lack of reliable data.

1.3 CONCLUDING OBSERVATIONS

The film industry is not viable without government investment.
e Virtually every jurisdiction in Canada provides financial incentives for film production. The size
and scale of these incentives varies on two dimensions: a) the priority that the jurisdiction places
on film activity; and b) the competitive environment for film production within the jurisdiction.

In time, reliable net returns to government from the film industry are entirely possible.

e Ifindustry growth projections hold true and there is an incremental growth of $5M per year in
production volume, the core production capacity in Saskatchewan will grow as well. Growth of
Saskatchewan’s production capacity will lead to Saskatchewan capturing a higher percentage of
the economic impacts of production activity in Saskatchewan.

Saskatchewan production companies will continue to face challenges in financing if the status quo is
preserved.

e Without exploration of alternative financing options, Saskatchewan production companies will
continue to face challenges in financing. The industry has proposed options to mitigate the risks of
locating their productions in Saskatchewan including an advance or interim payment on tax
credits.

The industry requires a comprehensive human resources development and training strategy to
meet the increasing demands for skilled labour in the sector.

e The seasonal and fluctuating nature of the industry creates challenges in training and retaining a
strong crew base. Due to the complexity of the industry, a coordinated approach to training is
required. Better data collection would determine whether film-training programs are effective.
Securing long term, consistent employment for residents of the province will provide increased
returns on investment through the SFETC. When the Saskatchewan labour supply meets the
demand, there will be less need to deem out of province labour. This will increase returns to the
province through income tax contributions.
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The Department of Culture, Youth and Recreation (CYR) is in the best position to be the lead
department for the cultural industries, including the film industry.

As a cultural industry the film industry has both creative and business components, however, the
cultural aspects make the industry unique from other sectors and provide rationale for public
investment.

1.4 OPTIONS FOR CONSIDERATION

Options to Clarify Policy Direction

Focus on economic impact including jobs, contribution to GDP, and positive impact on the
provincial treasury.

Focus on cultural impact including: greater identifiable Saskatchewan content, Saskatchewan
stories, as well as efforts to create audiences who access this cultural content. Included in this
strategy would be the film industry’s unique ability to address issues of social inclusion and
respond to such issues as youth at risk and the participation of First Nations and Métis people.
Focus on guaranteeing industry contribution to the vibrancy and attractiveness of Saskatchewan as
a place to live and do business, including attracting high profile international projects and talent.
Focus on the development, growth and sustainability of the indigenous industry and local
production capacity.

Seek a strategic balance among two or more of the above interests.

Options to Strengthen Cultural Impact

Increase cultural funding through SaskFILM and SCN.

Include some basic cultural criteria for SFETC eligibility.

Provide direction to SaskFILM with respect to cultural objectives.

Implement strategies that ensure First Nations and Métis people and youth have access to
development opportunities.

Options to Strengthen Economic Impact

Add a minimum number of Saskatchewan shooting days to be eligible for SFETC. At the current
time, as long as there is a Saskatchewan producer involved and Saskatchewan labour, the location
of the film shoot is not necessary to receive the SFETC. However, the greatest economic impact
comes from the actual production shoot, which includes the purchase of many goods and services
as well as the hiring of Saskatchewan labour.

Establish the ability to file an interim tax credit at the completion of principle photography (the
most expensive part of production) to reduce the debt load and help stabilize Saskatchewan
production companies. This adjustment would make the Saskatchewan program consistent with
the federal tax credit program.

Options to Maximize Net Returns to Government

Limit the waiver of residency (deeming provision) in the SFETC to cap the total value of deemed
positions per production. By limiting the importation of labour, government could ensure that the
majority of those supported by the tax credit pay income tax in Saskatchewan. This strategy
would result in lower production volumes, but would maximize the economic and provincial
treasury benefits.

Adjust the rural bonus credit to equal 5% of a project’s total eligible labour rather than of a
project’s total cost. This strategy would reduce the cost of the SFETC.

Options to Strengthen Training Programs and Incentives

Identify training priorities based on reliable production levels rather than peak production levels.
Consider a comprehensive approach to filling a wide range of occupations to meet future demands
in the industry rather than producer driven strategies. (e.g. identify skill development priorities,
rather than training strategies designed to meet the convenience of specific productions).



e Support flexible approaches to compliment on-the-job training offered through Job Start/Future
Skills and the tax credit. Alternative training activity may include offset mentorship, workshops
and funds for low-budget drama productions.

e Address special training needs of specific groups such as Saskatoon-based and First Nations and

Métis initiatives.

e Adjust the submission process for training plans to allow for the submission of a preliminary
training plan in advance of the full training plan submission. A preliminary plan will allow more
time for the effective review and development of training plans in advance of the production start
date.

Administrative Roles and Responsibilities
e Maintain an interdepartmental coordinating team to increase integration and coordination of

planning and policy for the film industry, including Culture, Youth and Recreation, Industry and
Resources, Investment Saskatchewan, Finance and Learning.

1.5 CONCLUSION

It is not the intention of this review to outline a development strategy for the industry. The industry is
responsible for setting its own direction and industry stakeholders are doing this. This review focused on
the role of government with respect to industry support initiatives.

A single film policy perspective shared across government will help ensure that realistic performance
expectations of the industry correspond with the level of government investment involved. Any changes

made to components of film industry financing approach will have an impact on other components and
should be carefully considered.
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2.0 Introduction

Film, television and multimedia are powerful means to reflect and inform society and project Canadian
culture. With convergence of digital technology, media production has become an even more accessible
cultural activity that enables people to share ideas and experiences across cultures. In Canada, federal and
provincial governments have chosen to support the film and video industry to ensure that a broad range of
culturally significant products of different types, reflecting diverse viewpoints is produced. For the same
reasons, all other western industrialized nations have some form of public support for their domestic film
and video production industries.

Initially, cultural policy motivated public
support for the film and video industry.

At the same time, there is recognition of the
industry’s contribution to the economy.
Recognizing the economic benefits of the
industry, all Canadian provinces are now
engaged in public support for their indigenous
industries and most offer incentives to attract
foreign production to their province.

The film and television industry has both a
cultural and economic mandate. It is this dual
imperative, which will ensure success in the
marketplace and maximize public benefits.
This report investigates both cultural and
economic impacts that the industry contributes
to Saskatchewan and considers the role of provincial government incentives in encouraging maximum
benefits for the investment the province makes in the industry.

Television drama series Moccasin Flats: Saskatchewan actors
Candace Fox (as Candy)(forefront) and Dana Henderson (as Dana).

This report includes a history of the film and television industry in Saskatchewan and comparisons of
other provincial film and television industries across Canada. It provides a profile of the current realities
facing Saskatchewan industry and makes recommendations to ensure the stability and continued growth
of the industry in Saskatchewan.

2.1 PURPOSE OF THE REVIEW

The purpose of the review is to evaluate all current incentives for the Saskatchewan film and video
industry for effectiveness and competitiveness. Based on the results of that review, government will
develop a revised strategy for its role with respect to the film and video industry.

Considerations in the development of a revised strategy include:
e The economic and cultural impact of the industry in Saskatchewan.
e Current issues and challenges faced by the industry.
e The level of investment required to sustain the industry.
e Effectiveness of administrative support and existing programs.

The focus of the review will be on the main investments made in the film and video industry by the
Province of Saskatchewan. These are:

Film and Video Employment Tax Credit (SFETC)

SaskFILM

Investment Saskatchewan investments in film production companies
Canada-Saskatchewan Production Studios (CSPS)

Section 2: Introduction
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Job Start/Future Skills and Crew Call/WEPA

Saskatchewan Arts Board support to media arts production

Lottery system support to film, video and media arts organizations
Saskatchewan Communications Network role in Saskatchewan production
Educational institutions involved in media studies and production training

2.2 ISSUES MOTIVATING THE REVIEW

Given the extent of provincial support to the industry over the last several years, a number of issues
indicated a need to step back and re-examine the provincial interest in the film industry. The following
issues motivated the decision to conduct a comprehensive review of the film industry in Saskatchewan.

1. Unfettered growth in the industry has increased the demand on public funds.

2. The capacity of mid-sized producers to manage the cash flow challenges associated with
growth.

3. Accountability for the use of public investment in the industry to ensure these incentives
have achieved intended outcomes.

4. Public and media questioning the merit of investment in the Canada-Saskatchewan
Production Studios.

5. Competitiveness of current incentives with those available in other provinces.

6. The unpredictability of the industry, causing fluctuations in volume from year to year and
difficulty in managing the cost of the provincial film tax credit program.

7. The value of the industry to Saskatchewan, which is not widely understood.
In response to these questions, the Department of Culture, Youth and Recreation, in partnership with
Finance, Industry and Resources, Investment Saskatchewan, Saskatchewan Communications Network,

and Learning, have undertaken a review of government’s investments and role in the film industry.

2.3 METHODOLOGY

Evaluation Team

The review was managed by a project team consisting of representatives from Culture, Youth and
Recreation; Finance; Industry and Resources; Crown Investments Corporation; Learning; and
Saskatchewan Communications Network.

The full project team met on three occasions:
e At the outset of the review process to ratify the terms of reference and the proposed scope of the
review and to identify priority issues within the film and video industry.
Prior to the conclusion of the review, discussion of findings and emerging options.
At the end of the review to finalize the report conclusions and options.

Section 2: Introduction
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The review coordinator and members of the project team met as needed throughout the process.

Key stakeholder representatives met with the full project team at the start and the end of the review
process as a means to provide input into the review process and the final recommendations. In addition,
the review coordinator held additional meetings with key stakeholders groups including SaskFILM,
SMPIA, SFPA, industry labour organizations: ACTRA, DGC and IATSE. The Saskatchewan Arts Board
and media arts organizations were also included in the review process.

Data Sources

Wherever possible, the project team used existing sources of information for both the economic and
cultural analysis (e.g. from Statistics Canada, the Economic and Fiscal Policy Branch in Finance, the
Culture and Heritage Branch of Culture, Youth and Recreation, SaskFILM and other reports). Two
sample surveys obtained current information on production company and labour profiles. Other
provincial jurisdictions provided information on their film industry investment and any proposed
alteration to those programs. Derek Murray Consulting and Associates Inc. provided supplementary
economic impact analysis through a contract with the Department of Industry and Resources.

2.4 LIMITATIONS OF THE REVIEW

The review process relied on the cooperation of the stakeholder organizations: SaskFILM, SMPIA, SFPA
and labour organizations to provide input to the review process. A broad-based community consultation
was not possible with the limited time and funding available. As a result, the stakeholder views
represented may not adequately reflect the perspectives of special interests that would have been relevant
to this review. In particular, it would have been informative to include a more focused consultation with
the Saskatoon production community, new media developers, media arts, Aboriginal, and northern
perspectives. These areas all warrant further study and consideration.

Information on the total size of the industry including commercial and sponsored production was not
available. The review relied primarily on information from the Film Employment Tax Credit database, as
well as information from SCN.

Estimates provide a reasonable assessment of the economic benefits of the industry and the level of
returns to the provincial treasury and more conclusive information would require a more in depth study.
Statistics Canada information on the Saskatchewan industry was found to be incomplete, and there was
no data to provide reliable comparisons to other industry sectors in Saskatchewan. Information on the
national industry and inter-provincial film industry comparisons relied on the Canadian Film and
Television Producers Association (CFTPA) / Department of Canadian Heritage Report, Profile 2004: An
Economic Report on the Canadian Film and Television Production Industry (January 2004).

Producers, labour organizations, SMPIA (Crew Call), STAST, and SaskFILM provided information on the
industry labour base. The lack of reliable information in this area suggests a need for a more coordinated
approach to labour development for the industry.

Section 2: Introduction
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3.0 Overview of the Saskatchewan Film and Video Industry

3.1 HISTORY OF THE FILM AND VIDEO INDUSTRY IN SASKATCHEWAN

The Yorkton Short Film and Video Festival, established in 1947, is one of the longest running film
festivals of any kind in the world. It has brought filmmakers to Saskatchewan for nearly 60 years.

In 1969, the University of Saskatchewan (Regina Campus) introduced a film program. By 1973,
Saskatchewan filmmakers were involved in industry development strategies, which resulted in SaskMedia
(1975), a provincial government educational media house, and the Saskatchewan Filmpool Cooperative
(1977). Through the 1980’s the Saskatchewan industry consisted of a small number of independent
production companies engaged primarily in commercial and service production for industrial and
educational markets. There was also a small thriving community of independent film and video artists and
writers involved in artist-driven production.

With the federal policy initiatives enacted in 1983 and 1984, there emerged need for an organization to
represent the independent production community. In 1985, the Saskatchewan Motion Picture Industry
Association (SMPIA) provided a forum for Saskatchewan producers seeking to benefit from the new
federal broadcasting and film policies. By 1989, SMPIA received approval as an eligible Provincial
Cultural Organization (PCO) through the Saskatchewan Lotteries Trust Fund for Sport, Culture and
Recreation. This designation allowed SMPIA to receive an annual operating grant to offer provincial-
scope representation and service, and to support media arts organizations including the Saskatchewan
Filmpool Cooperative and the Yorkton Short Film and Video Festival.

The “Saskatchewan Film Industry Task Force Report” (1987) stated the need for a provincially funded
film development corporation. As a result, the province established SaskFILM in 1989. SaskFILM’s first
year of operation was in 1990. The equity investments made by SaskFILM in the mid to late ‘90s
combined with the support of federal and provincial training and market development programs saw the
industry rise to a new level of $26M by 1996. The establishment of the Saskatchewan Communications
Network (SCN) in 1989 was of critical importance to local producers as it provided the broadcast licence
necessary to trigger other forms of investment. SCN’s influence increased from 1990 on, once
Saskatchewan producers had access to broadcast license fees through a provincial broadcaster.

In addition, provincial support for training in the film and video sector, which began with Job Start/Future
Skills in 1995, made it possible for Saskatchewan residents to qualify for jobs in the growing industry.

By 1997, there were 33 active producers and production companies listed in the SMPIA directory and a
proliferation of Saskatchewan projects made in documentary and dramatic genres. Saskatchewan
producers were active in international markets, earning credibility with international broadcasters and co-
production partners. Saskatchewan productions received critical recognition. It was clear that if the
industry was to continue to grow, added investment was necessary to support this growth and to remain
competitive with other jurisdictions. Recognizing the economic and cultural benefits of the industry, the
province established the Saskatchewan Film and Video Employment Tax Credit (SFETC) in 1998 to
drive further growth.

Two major reports informed the decision to establish the SFETC. A Cultural Industries Development
Strategy for Saskatchewan (CIDS), presented to the Minister of Saskatchewan Municipal Government
(now Culture,Youth and Recreation) in the Review of the Film and Video Industry in Saskatchewan
prepared for the Minister of Municipal Government, Minister of Economic and Co-operative
Development (now Industry and Resources) and Minister of Finance, by Management Services,
Saskatchewan Finance guided this decision. The Finance report relied on the detailed information of the
CIDS. Together these reports provide a comprehensive snapshot of the Saskatchewan film and video
industry in 1997 and provided insight into the potential of the industry, as it was understood at that time.

Section 2: Introduction
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In 1997, when the SFETC was proposed, SMPIA projected the industry could grow to $64M annual
production volume in four years if there was a tax credit of 40% on eligible labour and an increase to
SaskFILM to $3M a year, $1.5M of which would be for equity financing. The province chose an
alternative option with a tax credit of 35% of eligible labour with a 5% rural bonus and reduced funding
to SaskFILM to $1M per year.

With the tax credit in place in 1998 there was an immediate surge in production volumes to $52.1M. This
was followed in 1999 by a drop to $17.1M of tax credit production. Since then, production volumes have
climbed again but with some fluctuation and are expected to reach $47M for 2003. While volumes have
fluctuated from year to year, the six-year average production volume in the years since the tax credit was
introduced is $39M, 50% greater than the $26M reached prior to 1998.

The high production level achieved in 1998 was in part due to a backlog of productions, which were
ready to go forward when the tax credit was introduced, as well as the combined impact of SaskFILM’s
equity program, which was at its highest level in 1997, allowing an unprecedented number of productions
to go ahead in 1998. Favourable conditions in the national and international markets also contributed to
strong performance in 1998. In 1999, policy changes at the national and international level made drama
production levels decline across the country. The SaskFILM equity fund was also reduced in 1998.

In 2002, the province invested in the establishment of the Canada-Saskatchewan Production Studios
(CSPS). This has helped establish the infrastructure needed to be a viable production location for foreign
production as well as offering production facilities to local productions.

The province of Saskatchewan has taken a coordinated approach to industry development with an interest
in balancing both economic and cultural benefits. Even though this balance may be leaning more toward
economic rather than cultural interests, this approach has generally worked well and has enabled
Saskatchewan’s film and video industry to grow from production volumes of just over $5M prior to 1993
to $47M in 2003. In total, SFETC and SCN financed 250 projects since 1998 through the combined, for
local, national and international markets.

When production volume reached $52.2M in the first year of the tax credit, there was expectation for
continued growth. While there have been some fluctuations in ensuing years, creating some concern that
the industry growth is not as strong as expected, 2003 was the strongest year since 1998, reaching $47M
in tax credit production.

With current incentives in place, the motion picture industry in Saskatchewan is well positioned for
continued growth. As of April 2004, SaskFILM is anticipating a strong production year and reports the
following productions are already set to go in the 2004 production season. The three drama series are all
renewed series that have achieved market success sufficient to allow them to continue. This is a very
positive indicator of the maturity of the production industry in the province.

Corner Gas, drama series, 18 x 30 minute episodes

renegadepress.com, drama series, 9 x 30 minute episodes

The Preacher, feature film

Beginning of Wisdom, feature film

Moccasin Flats, drama series, 9 x 30 minute episodes

Tommy Douglas Story, mini-series, 2 x 120 minute (may be rescheduled to 2005)
Several documentaries
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3.2 CURRENT STATE OF THE SASKATCHEWAN FILM INDUSTRY

Production Volume

Growth Trends

Over the past decade, the production volume of the industry has continued to rise. Since 1998, the volume
of Saskatchewan SFETC eligible film and video production has fluctuated between a low of $17M and a
high of $52M, with production projected to be $47M in 2003. The last two years show an improved trend
with 2003 being the best production year since 1998. The average SFETC volume since 1998 is $39M.
This is 50% higher than the $26M volume reached prior to the SFETC.

The SFETC numbers, while having the advantage of being accurate, underestimate the actual size of the
industry. Specifically, they do not account for productions, which did not utilize the film tax credit.
Estimates indicate production volumes are at least $8M higher than those provided through the tax credit.
As such, the Saskatchewan film and video production is approximately a $50M industry in the province.
The industry is nearly double the size it was prior to the implementation of the tax credit and is up
significantly from the early ‘90s when it estimates were in the range of $5M per year.

Figure 1: Total Production Volume in Millions ($)
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For the purpose of this review, the SFETC volume figures recognize an additional $8M of production
from SCN ($3.5M), media arts ($.5M) and commercial activity ($4M) that is not included in the SFETC.
This would bring total anticipated production volume in 2003 to $55M and an average total volume over
six years of $45.5M.

An estimated $45.5M film and video industry creates approximately 798 direct jobs in Saskatchewan. Of
these jobs, 651 are a direct result of SFETC production activity and another 147 through other production
activity.
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Table 1. Estimated Production Volume not included in SFETC for 2002 - 2003
Source Volume (millions)
SCN - not included in SFETC numbers 3.50
Media Arts Production 0.50
Commercial Production 4.00
Total Other Production 8.00
Total SFETC Production 42.00
Total Production Volume 2002/2003 50.00
SCN

For the 2002-2003 year, SCN supported 25 Saskatchewan productions through pre-licences and
development/production funds that did not involve SaskFILM/SFETC funding. Estimated total budgets
for these productions are $3.5M. This is 35% of the total number of Saskatchewan productions supported
by SCN in that year.

Media Arts

Total 2002-2003 production budget estimates for media arts include Saskatchewan Arts Board (SAB)
funding of $60,211 to media artists and Canada Council funding of $153,250. Based on a sample analysis
of Filmpool projects, contributions from these two sources represent 20% of total funding for artist driven
productions. This would suggest that total media arts production is over $1M per year. However, as 32%
of these budgets are equipment and crew deferrals, the cash value of these productions is probably closer
to $.7M. Of these, eight projects (27% of the 30 projects in the sample) have SaskFILM funding and are
included in the SFETC data. The SAB estimates that projects receiving public support comprise just 10%
of total artist-driven projects produced in the province. The total production volume may be well over
$1M annually. A conservative estimate of artist-driven production for the purpose of this report is $.5M.
Other sources of funding including the filmmaker’s own cash contributions represent 41% of funds raised
for these productions.

Of 30 Filmpool films produced since 2002, eight accessed some funding from SaskFILM. On average,
SaskFILM contributions represent 6% of total financing. The Filmpool sample suggests that there is
some access to SaskFILM and the SFETC by artist-driven production, however, the majority of media
arts projects are created without direct public funding.

Table 2. Sample of 30 Filmpool Productions Funding Sources
Equipment and Crew Deferrals 296,362 33%
Sask. Arts Board 55,590 6%
Canada Council 129,795 14%
SaskFILM (8 projects) 52,937 6%
Other Contributions 366,537 41%
Total Production Budgets 901,221 100%

Commercial and Sponsored Activity

Reliable information on commercial and sponsored activity is not available. SaskFILM estimates $3-$5M
generated in commercial production volume each year. This may be an underestimate and does not
include in-house or broadcaster production. The majority of commercial work comes from corporate
clients including crown corporations. Sponsored activity includes production paid for by clients for
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specific purposes. Examples of sponsored productions would include corporate training videos.

Large Scale Productions

The number of large-scale productions has the greatest impact on production volume and fluctuations in
volume from year to year. Of the 193 productions supported through the SFETC since 1998, nine had
budgets over $5M. There were no productions over $5M in 1999 or in 2001, which accounts for the lower
production levels in those years. The number of projects under $5M seems relatively stable from year to
year. On average, the sector produces 26 projects under $1M and nine projects between $1M and $5M
each year.

3.3 PROFILE OF SASKATCHEWAN PRODUCTION COMPANIES

There are a growing number of producers and production companies active in the province.
Saskatchewan’s production community consists of approximately 65 independent producers and
production companies. Of these, eight production companies have generated over $10 M in SFETC
supported production activity since 1998. Of these, Minds Eye Pictures has generated $81.5M, by far the
most SFETC production activity. The others are mid-size companies; seven in the $10M to $30M range,
and 10 companies who have generated $1M to $10M in SFETC production since 1998 (one of these is no
longer active).

Mid-size production companies have provided stability to the industry through difficult times and are
growing quickly, showing increases in the number and size of productions.

Table 3. Total Production Companies and Producers Identified through SFETC and SCN

Companies With Over $10M in SFETC Production Since 1998
Companies With $1M - $10M in SFETC Production Since 1998

Companies With Less Than $1M in Production Since 1998 45
Total Production Companies and Producers Identified 65
Media Arts Centers (providing equipment access to media artists) 3
Total Producers Listed in SMPIA Directory 87

There are 48 smaller companies; 23 of these are smaller companies active on an ongoing basis and the
other 25 are individual producers and independent filmmakers who tend to produce less frequently. There
are also three media arts access centers involved in production and providing equipment access to
numerous individuals.

Of the 48 smaller producers identified, 27 have accessed the SFETC at least once for productions valued
under $1M. Another seven have only accessed SCN and the remaining nine are producers known to be
active but not accessing these programs. There are 87 producers listed in the SMPIA directory, which
suggests that there are many others involved in producing who are not known to SaskFILM and SCN. In
1997, the SMPIA directory listed 33 producers, which indicates a growing number of emerging producers
and people who are apparently producing on a more intermittent basis.

Many production companies operate on a project-by-project basis. A few of the larger companies are
involved in series production. Most of the smaller companies are producing fewer than three tax credit
supported productions per year. This does not necessarily mean these are small companies, as the extent
of commercial production is not known.

Most of the mid-size production companies show significant growth trends by venturing into drama and
other higher budget projects. This combined with the growth of the larger production companies could
result in a significant growth trend in the next few years. SaskFILM is expecting a busy production
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season in 2004. The Canada-Saskatchewan Production Studios is already fully booked from May to
October of 2004/2005, and a number of major productions, including a renewed season of Corner Gas are
on the production slate. Most of this activity is generated by mid-size producers.

The expertise of Saskatchewan producers has grown considerably. Access to international markets has
increased, and many producers are taking on larger productions. In a sample survey of eight mid-size
production companies conducted by SMPIA in February 2004, all except one showed growth trends. This
suggests growing success of mid-size companies and potential for continued success.

Table4.  Survey of 8 Mid-Size Production Companies 1996 2003
Number of Full-Time Employees 28 115
Number of Projects Annually 63 297
Annual Production Volume (millions) $7.3 $39.7
Number of Broadcaster Relationships 19 69
Number of Projects Marketed Internationally 5 89
Number of Awards Received 21 140

With only a few exceptions, the principle production companies and producers have been active in the
province for many years. In some instances producers have taken specific productions out of province to
gain a better business advantage. This was the case when Minds Eye Pictures moved Myth Quest to
Alberta. Some movement between provinces is expected for any industry. In general, Saskatchewan
producers have not left the province to find better production opportunities but have remained in this
province and have worked to create a viable industry here. At least one larger company, The Edge
Productions, moved out of province in 2003.

Vérité Films relocated to Saskatchewan to co-produce Incredible Story Studios with Minds Eye Pictures
and has remained here, creating renegadepress.com and Corner Gas. Producers Jennifer Podemski and
Laura Milliken chose to create the drama series Moccasin Flats set in North-Central Regina and
collaborated with local producer to access provincial financing. These newcomers to the Saskatchewan
production scene have made major contributions to the caliber of drama being produced in the province.
These examples show how successful Saskatchewan has been in building a credible industry in this
province and how the unique culture of Saskatchewan has merit that is recognized even beyond the
provincial borders.

3.4 PROFILE OF THE FILM INDUSTRY LABOUR BASE

Based on a $45.5M industry, there are 798 full time equivalent (FTE) jobs created by the film industry in
Saskatchewan, 651 of those jobs are because of tax credit supported productions. The majority of those
working in the industry do so on a part-time or contract for service basis and combine their film industry
income with other occupations. As industry jobs tend to be well paid, even occasional work on production
represents considerable income to these individuals and can enable them to work in their chosen field
while living in Saskatchewan.

The chart below identifies over 1,000 people directly employed in the industry in the three main labour
organizations, production companies and film organizations. Labour organizations identify full members
as well as permitees and apprentices that are in the process of gaining sufficient experience to qualify for
member status. There may be nearly 400 FTE jobs represented here alone.
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Table 5. Identified Individuals Employed* 1997 2003

Labour Organization Saskatchewan Members

IATSE 295, 300 and 669 (film members) 90 134
IATSE 295 (permitees) 80 136
DGC (Directors Guild of Canada) 10 57
ACTRA - active members avg. 13 145
ACTRA (apprentices) 14 101
Subtotal Labour Organizations 207 573

Production Company Employees
Producers - 37 active production companies

- 4 people on average full time 148
- 9 people on average part time and contract 333
Subtotal production company employees 481
Non-profit Film Organizations 35
Total Individuals 1,078

*Non-union labour is not included.

Labour Organization Job Estimates

In total, the labour organizations ACTRA, DCG and IATSE (295, 300 and 669) report an increase of
253% in active members and permitees, from 207 in 1997 to 543 in 2003. There are increases in all areas
except for some loss in senior IATSE members that occurred when production volume dropped. There is
an increase in IATSE permitees being trained to fill these positions as well as a marked increase in
ACTRA and DGC members.

Income estimates are based on average income information provided by ACTRA and IATSE 295. Even
though the average income of union members was not available for DGC or IATSE 669 and 300, there is
some evidence from labour organizations that wages have increased. The reports from IATSE 295 show
significant growth in average income. The payroll of IATSE 295 film production members was $1.2M in
2002 and more than double to $2.8M in 2003. TATSE 295 reports average salary for members has
increased 62% since 1999, from $15,312 to $24,813, and permitees’ earnings improved from $2,500 on
average per year to $4,118.

Saskatchewan ACTRA reports a dramatic increase in numbers of days members worked, from 55 days in
1999 to 734 days in 2003. The number of actors working has also increased from 27 to 246. For ACTRA
members, the average income earned is lower, however, the number of members has grown considerably
and income for apprentices, those working toward full membership status, has improved. ACTRA
reported a dramatic increase in background performer days from 137 days paid in 1999 to 1493 in 2003.

Production Company Job Estimate

Statistics Canada reports that of 24 Saskatchewan production companies surveyed, 98 people were
employed on a full-time basis, 12 part-time and 212 on a contractual basis. This is an average of 13
people employed per production company, four of those on a full-time basis. There are 37 active ongoing
production companies in Saskatchewan, which means that there could be as many as 481 people
employed either full-time, part-time, or on a contract by those companies on a regular basis.

Non-Profit Film Organizations

There are 14 non-profit film organizations identified in this report: SMPIA, SaskFILM, and 10 media arts
organizations and festivals supported through the Saskatchewan lotteries system. These community
organizations support several administrative and program jobs. Of seven media arts organization
reviewed in the report “The Status of the Media Arts in Saskatchewan” (2003), these groups had operating
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budgets of $1,451,597, which would create an estimated 27 jobs. These jobs are supported with $575,550
from provincial source funding and $553,921 levered from Canada Council, the rest from other sources.
In addition SMPIA and SaskFILM employ eight full-time positions.

SFETC Sponsored Labour

The following table shows the generation of the direct labour expenditure within Saskatchewan. The
SFETC data indicates that, on average, 56% of the labour expenditure was spent on Saskatchewan labour
with operational expenditures comprising the other 44.65%. There is an overall increase in retained
labour with some fluctuations. The amount spent on Saskatchewan labour has averaged $11.63M, but has
improved over time as a portion of total budgets. This suggests a strengthening Saskatchewan skill base
for production.

Table 6. Direct SFETC Production Labour Expenditures ($ Millions)

Fiscal 1998/99 1999/00 2000/01 2001/02 2002/03 2003/04 Average
Total Production Volume $52.16 $17.13 $48.61 $24.54 $42.84 $39.92 $37.53

Labour Ratio 46.55% 49.33% 61.47% 61.37% 59.38% 53.98% 55.35%

Labour Expenditure $24.28 $8.45 $29.88 $15.06 $25.44 $21.55 $20.78

Retained Expenditure 49.22% 79.76% 50.84% 65.74% 53.30% 57.82% 55.99%

Sask. Labour Expenditure $11.95 $6.74 $15.19 $9.90 $13.56 $12.46 $11.63

Direct Employment (FTE) 341 193 434 283 387 356 332

3.5 RELATIONSHIP OF SASKATCHEWAN LABOUR TO PRODUCTION VOLUME

The level of Saskatchewan labour is most influenced by production volume. In general, the percentage of
Saskatchewan labour content tends to be higher in years when production is slow. In years when
production is high, the Saskatchewan labour content is fully deployed, requiring the industry to import
labour reducing the overall Saskatchewan labour content. When production is slow there is less
importation of labour and more Saskatchewan labour is used as a percentage of total expenditures.

Figure 2: Total Production Volume vs Saskatchewan Labour Content
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In 1998-99 the film industry went through a significant expansion that pressed all experienced film
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workers into service. The shortage of skilled film labour in Saskatchewan forced the industry to import a
higher percentage of workers.

While 1998-99 put a great demand on Saskatchewan’s supply of experienced film labour, 1999-2000’s
production dropped off sharply. Because the demand for labour was reduced, there was less of a need to
import labour from other jurisdictions. This led to the percentage of direct Saskatchewan labour growing
significantly from 49.21% to 79.82%. This pattern is consistent through the six years of the SFETC.

3.6 EXPANSION OF THE SASKATCHEWAN FILM LABOUR BASE

The SFETC has increased the demand for experienced film crew in Saskatchewan, leading to growth of
the skilled labour base. In the first year of the SFETC, the maximum number of Saskatchewan full-time
equivalent positions created was 341 (1998-1999). Two years later, with the Saskatchewan labour content
reaching capacity again, the Saskatchewan film content had grown by 27% to 434 (2000-2001). The
2003-2004 year is not fully tabulated, but the year is projected to generate 419 positions or nearly as
many positions as in 2000-2001. This demonstrates that early growth of Saskatchewan’s labour
production capacity has been sustained.

3.7 TYPES OF FILMS AND VIDEOS PRODUCED IN SASKATCHEWAN

The foundation of the Saskatchewan film industry has traditionally been in sponsored corporate,
information television, educational and documentary genres. Most production companies focus on
documentary projects and get involved in the occasional drama, children’s and variety projects. They
manage a diversity of genres and this is generally considered a good survival strategy. The larger
companies have the greatest emphasis on drama, and some of the mid-sized companies produce
exclusively in non-drama genres.

Smaller producers work in documentary and low budget feature film genres and focus on one project at a
time. This means they access SCN and the SFETC only intermittently. The number of these producers
grows when there is more development loans, equity and grant funds available for this kind of work.
Among these smaller producers are also filmmakers and other media artists who create work principally
for festival markets.

Drama tends to have larger budgets, although the budgets of non-dramatic production are increasing, and
some non-drama programs have budgets over $1M.

SFETC Productions

Of the 193 projects supported through the SFETC since 1998, the distribution of supported projects is as
follows: documentary (40%), feature (11%), and educational (7%). There is little change in the number
of productions from year to year of each size or genre with the following exceptions. Since 1998 the
number of multimedia projects has dropped due to the discontinuation of the SaskTel Multimedia Fund.
There has also been a drop in the number of co-productions from 41 in 1998 to only 20 in 2003. The
reasons for this are related to changes in the international industry.
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Table 7. SFETC Productions by Genre 1998 — 2003

1998 1999 2000 2001 2002 2003* Total Average % Of
Number Year Projects

Documentary 17 15 19 17 19 7 94 16 40%
Feature 6 4 5 3 4 4 26 4 11%
Educational 5 1 2 2 3 13 2 7%
Children 2 2 2 3 2 2 13 2 6%
Multimedia 5 1 3 1 10 2 6%
Magazine 1 3 1 5%
Performing Arts 2 2 - 5%
Dramatic Series 3 1 1 1 2 2 10 2 4%
Music Video 1 1 3 5 1 4%
Animation 1 1 2 - 3%
Interstitial 1 1 - 3%
Movie of the Week 2 0 1 1 2 1 7 1 3%
Variety 1 0 2 2 1 6 1 3%
Total Productions 41 24 36 33 39 20 193 32 100%
Co-Productions
(Out-of-Province
Partners) 13 3 7 7 5 1 36 6 15%

* Year to date figures shown for 2003

There are on average 32 SFETC productions per year, about half are documentaries, one-third of these are
dramas and the rest are other non-dramatic genres.

The SFETC has supported 26 feature films since 1998 and SaskFILM has placed more emphasis on the
development of these markets in recent years. There has been considerable success in documentary and
information series as well as television drama in national and international television markets.
Saskatchewan filmmakers have also seen increased recognition for their work at festivals in many
countries.

SCN Productions

SCN has supported 153 Saskatchewan productions through broadcast licence fees since 1998. Most of
these (70%) are documentaries, although SCN does invest in drama production that is of relevance to
Saskatchewan people. SCN regional productions provide opportunities for Saskatchewan stories to be
told that are likely of interest mainly to Saskatchewan audiences.

Table 8. SCN Licensed Saskatchewan Programs 1998 — 2003
Genre Total # % Of Projects
Children’s 10 6.5
Documentaries 107 70
Drama 12 8
Regional 14
Shorts 10 6.5
Total 153 100

SCN projects cover a wide range of subjects of interest to Saskatchewan viewers.
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Table 9.  SCN Productions by Subject
Subject Total # %
Social awareness / regional subjects 30 19
History 29 19
Art / humanities 23 15
Fitness/leisure/health 15 10
Aboriginal 12 8
Science / technology / environment 12 8
Feature Films 10 7
Business / current affairs 5
Schools 5
Drama / shorts / other 6 4
Total SCN Programs 153 100

4.0 Cultural Impacts

Cultural benefits of the film industry to Saskatchewan people are identified in four main areas: cultural
identity and affirmation; audience development; creation of cultural products; and cultural diversity. Each
of these cultural benefits is discussed below. Evidence of cultural impact was collected in areas where
indicators could be identified and information was available.

4.1 CULTURAL IDENTITY AND AFFIRMATION

The film and video industry contributes to Saskatchewan’s culture through the creation of cultural
products that can be viewed by Saskatchewan people and by people around the world. When this work
reflects and affirms the values, stories and diverse images of Saskatchewan people it has potential to
impress on the viewer the sense of place and identity that reflects who we are. Cultural affirmation
instills confidence and pride on an individual and community level and builds social cohesion, respect
and understanding among people.

When this kind of work is seen by a significant number of people who recognize the work as being
reflective of Saskatchewan, the most cultural identity and affirmation impact is made.

Theoretically, the greatest cultural impact occurs when a large audience views Saskatchewan specific
stories. However, cultural impact can occur at other levels as well. Throughout the review, we have used
the following theoretical framework to understand cultural impact.

While all film and video products are cultural products, and
make other forms of cultural contribution, some have more
content reflective of Saskatchewan culture than others do. In an
 industry that requires investment from the international
celebrating marketplace, it is not always practical to have regional cultural
imperatives drive production financing; however, it is important
from a cultural policy point of view that investment in
Saskatchewan cultural products includes investments that reflect
Saskatchewan culture. First and foremost in achieving cultural
impact is the development of industry capacity. This has been
the emphasis of film policy for the past number of years.

- |
Gordon Tootoostis, celebrated Saskatchewan actor
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Inevitably, and this has been evident, some of the products will tell Saskatchewan stories — cultural
expression. The cumulative body of documentaries supported by SCN over the past decade is strong
examples of cultural expression. SCN’s own small audience does not provide high levels of cultural
impression. However, its ability to link these products with other national broadcasters is a huge strength
in moving to identity formation. The television series Corner Gas is one of the best examples of strong
cultural impression. It tells Saskatchewan stories and speaks to the character of Saskatchewan people and,
because of its large audiences, has the greatest potential to influence identity formation.

Saskatchewan Content
Of 153 Saskatchewan productions supported by SCN since 1998, 105 (69%) were identified as having
primarily Saskatchewan content in terms of the stories and topics involved.

Table 10. Summary of SCN supported SK projects by Content 1998-2003
Identified SK

Genre Total SK Content Youth Aboriginal Rural Shot in SK Locations
Children 10 2 10 2 0 9 0

Docs 107 72 4 16 20 76 56

Drama 12 10 0 0 4 11 6

Regional 14 14 1 0 2 14 14

Shorts 10 7 0 1 3 10 6

Total 153 105 15 19 29 120 32

Over time SCN investments in Saskatchewan pre-licences and development has increased, from 63.7% to
73.6% of total activity. Acquisition investments have increased just over 1% of total acquisitions to nearly
10%, which indicates that there is more Saskatchewan production available than is suitable for broadcast
on SCN.

The review sampled 46 of the 193 supported by SaskFILM through the SFETC. Based on the results of
this sample, the following estimates are for SFETC productions having Saskatchewan content. As the
SFETC is content-neutral, in the sense that there is no assessment of the cultural merit of a project
supported, this summary shows that programs with cultural significance are supported by the SFETC. It is
important to note that this summary shows all genres combined. The high cultural significance of
documentary productions increases these percentages considerably. For example, when feature films,
Movies of the Week (MOWSs) and dramatic series are considered, the percentages for Saskatchewan
Director and Writer drop to 35% and 25% respectively.
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Table 11. Summary of SFETC supported projects by Cultural Significance 1998-2003
(for all genres combined and based on a sample of 46 SFETC productions)
Saskatchewan Director 67%
Saskatchewan Writer 63%
Primarily shot in Saskatchewan 57%
Critical recognition received outside of province 46%
Saskatchewan Story 42%
Features and identifies Saskatchewan Locations 39%
Rural Perspective 34%
Youth Perspective 22%
Aboriginal Perspective 11%

Saskatchewan Creative Control

A production may be considered culturally significant if it has been created by Saskatchewan people
regardless of the content or themes. Above-the-line positions include the producer, writer, director and
principle actors involved in the project. Together these positions hold the creative control of the project.
Between 1998 and 2002 SaskFILM reports that 21 productions made deeming claims for a total of
$7.4M. Of these, $2.8M was for above-the-line and $4.6M was for below-the-line positions. As not all
out-of-province above-the-line positions have been deemed, it is difficult to assess from the deeming data
how many productions are controlled by Saskatchewan residents.

Identified Saskatchewan Locations

When unique Saskatchewan locations are featured in film there are potential benefits to Saskatchewan’s
tourism industry. Of 153 productions supported by SCN between1998 and 2003, 120 (78%) were shot in
the province and of those 82 (54%) identified Saskatchewan locations.

Since 1998, productions supported through the SFETC have been shot in 11 Saskatchewan communities.
Most are shot in Regina (75.6%) followed by Saskatoon (13%), and Moose Jaw (4.7%), Regina Beach
(2.1%) and Balgonie (1.6%). The communities of Waskesiu, La Ronge, Muenster and Prince Albert have
had one production each. Some of the productions shot in Saskatchewan have featured unique
Saskatchewan locations such as the Qu’ Appelle Valley for Big Bear and the monastery at Muenster for
Solitude. Others are clearly identified as Saskatchewan locations such as the new comedy series Corner
Gas that is set in a fictional Saskatchewan town and is shot in Roleau. This does not include productions
that have less than 50% of shooting days in a community.

Many more communities have had productions shooting for shorter periods; however information on this
is not available. There are no minimum requirements for Saskatchewan shooting days and so this
information is not collected in the SFETC database. It would be a useful indicator to include for future
studies.

Within Saskatchewan, SCN’s regional programs are modest low budget programs that reflect
Saskatchewan life. SCN viewer surveys show Life Without Borders is the most frequently referenced
Saskatchewan production and is the most successful regional series on SCN.

The recently renewed television series Corner Gas is an excellent example of a program with high
Saskatchewan content that has attracted viewers across Canada through a conventional national
broadcaster. With high ratings and evident Saskatchewan content, Corner Gas has the ability to make
a strong cultural impression impact across Canada.
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Increase in the Level of Saskatchewan Products on Television

SCN has increased the number of on-air hours of Saskatchewan content from 14.2% in 1998 to 25.8%
in 2003. This is an increase of 81% and exceeds the goal SCN stated in 1997 to reach a goal of 20%
Saskatchewan content programming. SCN has a mandate to provide educational and cultural
programming of relevance to Saskatchewan people; however it must be sure to provide programming
that appeals to Saskatchewan viewers. The increased level of Saskatchewan content suggests that the
amount and quality of Saskatchewan program has increased and that Saskatchewan people are interested
in viewing this programming.

The number of broadcasters and distributors investing in Saskatchewan production has increased.

In a survey of eight Saskatchewan production companies, they reported an increase in broadcaster
relationships from 19 in 1996 to 60 in 2003. This trend is evident again the portion of financing coming
from broadcasters and distributors which rose from 33% in 1998 to 53.3% in 2003. The number of
international broadcasters and distributors is also increasing, and indicates increased opportunities

to view Saskatchewan production worldwide. While still a tiny portion of national and world markets,
these are significant inroads for Saskatchewan production and are earned based on the ability to provide
quality products for international markets.

In the week of February 6-12, 2004 there was 44 hours of Saskatchewan programming offered on the nine
stations listed in Regina and 35.5 hours on the eight stations listed in Saskatoon. This does not include
live and news programming. The comparison to previous years is not available; however, the 2004 result
can be used as a benchmark to track future rates of Saskatchewan content on these stations.

Critical Success of Saskatchewan Productions
Saskatchewan’s first Gemini Award winner was

Heartland Motion Picture’s one-hour drama The Garden.
This production, directed by Regina’s Will Dixon,

was celebrated as a milestone achievement in 1992.
Saskatchewan filmmakers were already being recognized in
the ‘90s outside of the province, for example in 1996 Robin
Schlaht’s Moscow Summer was one of only 16 Canadian
feature films selected from 72 entries for the Perspectives
Canada Program of the Toronto International Film Festival.

There have been Gemini nominations and awards for
documentaries such as Partners in Motion Dad (1998),
Camera West They Live to Polka (2000), and Independent
Moving Pictures The Boys Who Loved Hockey; and dramas
including Big Bear (1999), Incredible Stories Studios TV series (Best Children’s Youth Program (2000),
and Mind’s Eye TV Series Mentors which won Geminis in 2000 and 2001. A major milestone was
Partners in Motion, which received a prestigious Emmy Award for the documentary /3 Seconds-Kent
State. This kind of recognition speaks volumes about the quality of the work produced in Saskatchewan.
The recognition does much to increase the status of the industry in world markets, raising awareness and
interest in Saskatchewan productions.

Saskatchewan’s first Emmy Award
winner Chris Triffo

Presence at Festivals

The Saskatchewan Filmpool records from 1995 to 2004 show an impressive increase in numbers of
filmmakers who have had work screened in festival markets worldwide. Between 1995 and 1998 just
seven festival markets were listed involving eight filmmakers. Since that time, many Saskatchewan
filmmakers have produced work screened in festivals in countries around the world and many have
garnered awards and critical recognition. Of note was the recent Canadian Film Institute Retrospective:
The Films of Brian Stockton (Ottawa, Ontario) and Brett Bell’s Blueberry, which has won five
international film awards and been broadcast on Bravo and CBC. Like many others that have pursued
careers in film, these filmmakers are alumni of the University of Regina Film and Video Department.
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4.2 OPPORTUNITIES FOR FIRST NATION AND METIS PEOPLE

The Status of the Media Arts in Saskatchewan reports that members of the First Nation and Métis
community are very interested in media arts. For example, there are currently two artist-run centers with
First Nation and Métis mandates involved in media arts production: Tribe, located in Saskatoon, and
Sakéwéwak, in Regina. These organizations have co-operative relationships with the artist-run equipment
access centers Paved and Saskatchewan Filmpool Cooperative, so that each is reporting a higher level of
involvement of First Nation and Métis people. All of these media arts organizations received provincial
funding throughout Saskatchewan Arts Board Global Grant Program, and lottery funds through
SaskCulture.

In Northern Saskatchewan, Y utthe Askiy is an emerging organization in the process of developing a
media arts facility in La Ronge that will also have extensive outreach and transporting mobile media units
to remote communities. Common Weal, another community-based arts organization, has recently begun a
First Nation and Métis Outreach Program in Prince Albert. All of this points to a high level of interest by
First Nation and Métis people in media arts production.

Film and video helps reach people who are living in isolated communities and in smaller communities
throughout the province and is often used to educate and share information and experiences.

There are some positive examples of opportunities for First Nation and Métis people that have occurred
and there is expectation in the industry that these kinds of events will become more common in future.

The Saskatchewan Motion Picture Association (SMPIA) held an Aboriginal Motion Pictures Arts
Symposium in February 1999. The symposium involved 70 participants. The barriers to training and
employment in the industry faced by First Nation and Métis people were identified as:

Inaccessibility of northern and rural communities

Non-Aboriginal people’s unfamiliarity of working with First Nation and Métis people

Lack of “bridges” between training organizations and the First Nation and Métis community
First Nation and Métis people’s lack of disposable income to pay for courses

Lack of awareness of the opportunities currently existing in Saskatchewan

Suggested strategies included:
e Holding more symposiums and including more people
e Communications and outreach strategies
e Interest in access to industry jobs — but also in developing own stories, partnerships with SIFC,
northern training and producer mentorships

A second Aboriginal Film Symposium was held in February 2000. This event created more interaction
between established crew and those interested in pursuing a film career. The newly formed Crew Call
supported the second symposium. Over 100 high school students attended, mostly from rural areas.

In 2002, SMPIA/Crew Call encouraged producers Jennifer Podemski and Laura Milliken in the
repREZentin training project that resulted in the Moccasin Flats pilot. Crew Call was involved in the
Moccasin Flats series in 2003 where 30 First Nation and Métis youth had the opportunity to take all four
SIAST courses and receive on-the-job work experience for the Applied Certificate in Film, Television
and New Media. Twenty-six of the youth completed their training over the summer of 2002. There was
also Job Start/Future Skills support on the production.
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This major training initiative was carried out with the cooperation of the labour organizations involved. In
2003, on set of Moccasin Flats, the Directors Guild of Canada trained and permitted 14 First Nation and
Métis youth. This production has been renewed for another season.

DGC crewmembers on this production acted as the mentors. The DGC also held a Flags person’s course
for this specific production, and certified 15 First Nation and Métis youth, all of whom worked on
Moccasin Flats. This certification allows them to work on a
DGC production, as a location production

assistant. A few of the individuals who took this course,
have worked on other productions since Moccasin Flats.
Saskatchewan-ACTRA was also proactive in encouraging
many young First Nation and Métis actors in their first
professional production.

A number of industry trainees and new industry members

are First Nation and Métis. For example, the Director
Observer/Trainee on the series, renegadepress.com, shot in
Regina in 2003, was a First Nation and Métis youth. DGC
Directors acted as the mentor. Saskatchewan ACTRA
reports that a high number of new members are First Nation
and Métis. There has been effort made to sign-up First Nation
and Métis actors hired on productions and this trend suggests
there may be more First Nation and Métis content in Saskatchewan productions as more First Nation and
Métis actors are hired.

Young repREZentin trainees on the set of
Moccasin Flats

The film industry reports a high level of interest in media production among youth and First Nation and
Métis people. For example, SMPIA and others represented the industry at Career Fairs
including‘Blueprint for the Future’(2001) Aboriginal Youth Career Fair organized by National
Aboriginal Achievement Foundation.

In April 2003, SMPIA/Crew Call took part in repREZentin, a weeklong Media Empowerment Training
Program, in Ile-a-la-Crosse. This event was organized by the producers of Moccasin Flats. Over 20 First
Nation and Métis youth received mentorship and career consultation services through this program.

In March 2004, the First Nations University of Canada — INCA (Indian Communication Arts) asked
SMPIA/Crew Call to participate in a showcase of student Work from First Multimedia Training Project.
This has led to further discussion between INCA and the industry to plan future partnerships.

Diversity of Themes and Stories

15 (10%) of SCN programs focused on youth, 19 (12%) focused on First Nation and Métis themes, 29
(19%) focused on rural themes. SaskFILM does not include information on themes the SFETC database
but based on the sample of 46 SFETC productions, many were found to reflect the diversity of
Saskatchewan people including 34% of productions showed rural perspectives, 22% showed youth
perspectives and 11% were projects with significant First Nation and Métis content.
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5.0 Economic Impacts and Net Cost to Government

5.1 ECONOMIC IMPACTS

With the total value of film production estimated at $45.5M per year, Saskatchewan’s film and video
industry represents less than 1/5 of 1% of provincial GDP. For a relatively small sector of the economy,
the industry has attracted a lot of interest and is often hailed as a bright light for the province’s future.
The industry attracts this kind of recognition due to some unique characteristics that make it attractive
from an economic development point of view.

Employment

The report Economic Impact Statement for the Saskatchewan Film and Video Industry provides a more
accurate assessment of the employment impact of Saskatchewan production. Inter-provincial input output
tables for Motion Picture and Video Production, Distribution, and Post Production were utilized to
develop a regional multiplier for the Saskatchewan film production industry. A multiplier of 1.96 has
been established to calculate the job creation impact of Saskatchewan film labour expenditure. Based on
this method, the Saskatchewan labour impact of $45.5M in production is $14.26M in direct Saskatchewan
labour expenditures and 407 direct film industry jobs. In addition, 391 jobs are created in related
industries for a total employment impact of $27.94M and 798 jobs.

There is evidence to suggest that the industry is an employer of young people. TATSE 295 reports that of
the 53 new members since 1998, 24 were under 30 years old at age of initiation and the average age of
initiation is 33 years. The average age of current film members is 37.7 years. The DGC did not have
information on the age of Saskatchewan members. Saskatchewan ACTRA reports having a large youth
component, with increases in recent years due to youth oriented programs such as Moccasin Flats and
renegadepress.com. Approximately 25% of ACTRA members are under 25 years and the average age of
all Saskatchewan ACTRA members is approximately 35 years.

Data is not collected on the age of film industry trainees through the SIAST and Job Start/Future Skills
programs. It is estimated by the program administrators that of the 539 people trained through these
programs since 1995/1996, 89 people (29%) were under 25 years old and the majority were less than 35
years old.

Provincial Cost Per Job

On average the SFETC program costs the province $5.27M per year. If the total direct job impact of
SFETC production in the province is 651 jobs, the province’s cost is $8,095 per job (based on an average
salary of $35,000). This cost does not include the return to the province in tax revenues, which bring the
net cost per job to $707. This also does not take into consideration the other benefits that are gained
through the provincial investment.

Investment Leverage

Public funding is crucial to the financing structure of most Canadian production but government agencies
tend to be low on the recoupment schedule and are therefore unlikely to see a return of their investment.
Private investors rank higher and are more likely to see a return. This reflects the reality of the film and
video industry in Canada — most projects are not profitable, at least in the short term. Public support is
necessary to lever financing from private sources. This leads to the leveraging argument made by the
industry. Although provincial funding makes up a small proportion of the total budget, the balance is
made up of investments from federal and private sources that would otherwise not be spent in the
province.

The total average provincial investment in film projects supported through the SFETC is 17.4%. This
includes SFETC financing (14.3%), as well as financing from other provincial sources (3.1%). This
means 82.6% of total production financing is leveraged from other sources, mostly from national film
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financing programs and private broadcasters. For an annual provincial investment of $6.5M, $37.5M in
SFETC production volume is generated including $23.5M in direct Saskatchewan spending. This brings
$17M each year into the provincial economy that would not come without the industry being active and
competitive enough to access these funds.

There is a strong correlation between provincial, federal and private funding. Generally, the higher
provincial spending, the higher the leverage from other sources The converse is also true, if the level of
provincial support is reduced, production volume will go down proportionally. This was clearly shown
when in 1996 the province of Alberta eliminated provincial funding to the industry. Production volume
dropped immediately from $150M in 1996 to $37M in 1997. Alberta production remained low until the
province chose to reverse this trend by restoring provincial funding.

Saskatchewan Spending

All expenditures made by Saskatchewan producers are not made within the province. Between 1999
through to 2002, Saskatchewan spending averaged 63% of total production spending. Funds are spent
outside the province on non-resident labour and for a variety of products and services including: film lab
services, equipment rentals, props and wardrobe purchases. In addition, filming sometimes requires
locations outside the province.

Table 12. SFETC Tax Credit Data Summary of Averages 1998 — 2003
$Millions % of Total Volume

Total volume per year* 37.5M 100%
Total Sask Spend 23.5M 62.8%
Total Labour 20.8M 55.3%
Total Sask Labour 11.8M 31.1%
Total Deemed Labour 3.4M 9.2%
Total Rural bonus 26M 1%

Total SFETC tax credit 5.4M 14.3%
Total provincial funds (includes SFETC) 6.5M 17.4%
Total federal / national financing 8.3M 22.0%

*Production volume for 2003 is not fully tabulated.

Since 1995, various local businesses have emerged or adapted to serve the needs of film production.
Other than a film laboratory for the processing of exposed film, the province has sufficient lighting
electrical and grip equipment through local suppliers. Lab services are available in Edmonton, Vancouver
and Toronto.

The film and television industry has a significant impact on complementary business in the province
through the purchase of services and supplies. Hotels, car rental agencies, travel agencies, lumberyards,
and insurance companies are a few examples of companies benefiting from film business in the province.
The total economic impact in Saskatchewan of operational expenditures (non-labour) is $18.85M each
year. In addition, about half of the 798 jobs created are in related industries.

Economic Diversification - Relationship to Other Sectors

The Regina Regional Economic Development Authority (REDA) has identified the Film, Television and
Interactive Media as an economic cluster. This involves the coordinated efforts of industry representatives
as well as suppliers, educators and agencies who have an interest in the growth of this sector. The REDA
received a grant through WEPA in March 2004 to support development of the film cluster.
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Tourism

The film industry can be of great value to tourism by raising interest in Saskatchewan culture and
locations. It is strange but true that a gas station in the tiny town of Roleau is now a tourist destination.
Moreover, the popularity of Corner Gas has increased the interest of people from across Canada in the
culture and scenery of Saskatchewan.

Cultural Industries

The film and video industry is part of the Saskatchewan Cultural Industries Development Council.
This industry based council aims to foster the cultural industries in Saskatchewan; provide policy
direction to government; coordinate cultural industry development strategies; and create awareness of
how the cultural industries positively benefit Saskatchewan’s economy. There are interrelationships
between film and the other cultural industries, especially with sound recording and book publishing
where companion products may be produced and expanded work opportunities for Saskatchewan
residents.

Green Economy
The film, video and multimedia industry is one that offers economic diversification with minimal risk
to the natural environment.

Communications and Advertising

Provincial crown corporations, government agencies and departments comprise a large portion of the
client base for commercial service production including, training videos, commercials, and multimedia
products that fulfill program and communications needs of the public service. Before the local
production industry developed, this work was contracted to out-of-province companies and the
economic benefit of that spending was lost. Now most of this work is produced in Saskatchewan and
public funds stay in the provincial economy.

Media Arts Education

A number of high schools throughout the province have significant “film/media” programs. These
programs are attractive course options for young people and offer introductory opportunities that can
lead to a variety of media related careers. Certainly the best known is the film production program at
Luther College in Regina. However other school jurisdictions also offer film/video related programs
such as the film production at the Yorkton Regional High School. Weyburn High School, Estevan
High School and schools in the Regina Separate School Division have a partnership arrangement with
a private company, New Media Campus. Students in these schools can take animation classes in high
school that are given credit towards the animation certificate awarded through programs delivered by
the New Media Campus. Campbell Collegiate and O’Neill High School in Regina offer Computer
Production Technology (CPT) programs and Campbell students have access to a production studio and
sound stage facility in the school.

The following statistics indicate the most common number of courses offered, the number of students
enrolled, and the number of participating schools delivering film/video/drama related courses of
studies throughout the province.
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Table 13. Summary of Media Arts Education Opportunities in secondary schools 2002-2003
Course # Schools # students
Media studies 20 32 3517
Theatre Arts 20 & 30 9 (20) - 219 (30) - 87
10) -5 211
(20) -8 149
Communication Production Technician 10, 20, 30 (30)-3 30
Computer Animation 20L 2 15
10)-4 222
20)-4 110
Graphic Arts 10, 20, 30 30)-4 63
Television/Communication Arts 20L 2 33
(20) -1 19
Advanced Theatre Arts 20,30 30)-1 16
(10) - 78 2195
(20) - 66 1229
Drama 10, 20, 30 (30)-179 1158
Total Students 9,273

Post-Secondary Media Arts

The University of Regina Department of Media Production and Studies (formerly Department of Film
and Video) is a growing program, with 150 majors enrolled in 2003, and 15-20 graduating from the
Bachelor of Arts program each year. The program includes film, video, audio and multimedia
production and theory. The department has recently collaborated with the Engineering Department to
develop the New Media Studio Lab, a research facility for artists and scientists, with facilities for
research in multi-channel specialized audio, multimedia and visualization (virtual reality). The
University of Regina Visual Arts Department, Theatre Department and School of Journalism also
incorporate related courses of study in their respective programs.

The First National University of Canada (FNUC) introduced a new program in the Department of
Multimedia Indian Communications, in addition to its existing Indian Arts program. The program
offers courses in new media and 3-D animation, as well as on-line learning options.

In Saskatoon, the University of Saskatchewan incorporates media arts into its Visual Art program. A
new Media Centre is under development, designed to support academic departments, especially Fine
Art, by providing access to video, audio, and new media resources to assist with media projects.

In partnership with the motion picture industry, SIAST developed an Applied Certificate Program in
Film, Video and New Media. The program includes four core introductory courses in set safety, set
protocol, freelance business skills, and set crisis management. The program also includes 150 hours of
on-the-job training in film production. These courses are useful as an entry point for those interested in
working in the industry and are considered essential courses for anyone new to the industry. SIAST
also offers an Applied Certificate Program in Web Site Design and Development.

New Media Campus

A privately owned post-secondary education facility located in Regina and Saskatoon that offers
training in multimedia and 3D animation. Graduates of New Media Campus are prepared for careers in
graphic arts, media, film and entertainment. The Regina campus is located in the Canada-
Saskatchewan Production Studios and is home to the 3D Animations Studies program. The Saskatoon
campus offers in-class multimedia teaching and operates an on-line multimedia program. In 2003
thirty students graduated from new media campus programs.

Section 5: Economic Impact
Page 23 of 66



5.2 NET COST TO GOVERNMENT

Net cost to government, of the SFETC program is close to zero.

On an average annual basis the level of economic activity stimulated by the SFETC funded productions
generated slightly less tax revenue than the SFETC program paid out. Over the six years the SFETC has
been operating, the program has paid out $31.63 in employment tax credits. Economic activity stimulated
by the industry generated $28.86M in provincial tax revenues. The net cost to treasury over the six years
of the program is $2.77M or $0.46M annually.

The methodology used to assess economic impacts focused on the direct and indirect impacts of activity

in the film industry. While some economic impact methodologies also include an induced impact, the
methodology used in this report did not include induced impact, as it could not be reliably measured.

Even so, it is clear that induced impacts made by the industry increase the benefits of having the industry

in Saskatchewan.

The following table outlines a year-to-year cost benefit analysis for the SFETC Program. The total cost of
government of all incentives, is not included in this analysis as these other contributions have specific

mandates and were not made based on an expectation of returns to treasury.

Table 14. Net Impacts of SFETC for the Saskatchewan Government ($ Millions)
Fiscal 1998/1999 1999/2000 2000/2001 2001/2002 2002/2003 2003/2004 | Average
Total Production Volume $52.16 $17.13 $48.61 $24.54 $42.84 $39.92 $37.53
Total Economic Impact $43.91 $20.64 $53.96 $29.09 $44.79 $37.64 $38.34
Total Tax Impact $5.36 $2.68 $6.45 $3.87 $5.57 $4.93 $4.81
SFETC $5.82 $2.41 $6.74 $3.44 $6.67 $6.55 $5.27
SFETC as a % of total
Production 11.16% 14.07% 13.87% 14.02% 15.57% 16.41% 14.04%
Cost Benefit to Government
(negative) ($0.46) $0.27 ($0.29) $0.43 ($1.10) ($1.62) ($0.46)

Because Saskatchewan expenditures have a more significant impact on the economy, there is a
corresponding higher tax impact for years in which there is less leakage from the Saskatchewan economy.
In years that the industry has been operating at full capacity, the leakage increases because of the need to
import some labour and goods and services. Consequently the relative economic impact of activities is

higher for, years in which the industry is running under capacity.

In years with higher the production volumes, there is lower the relative economic returns due to
limited local production capacity.

The Saskatchewan production capacity is not yet at a level that can support the peaks in volume that
occur. As a result, the rate of deeming and out-of-province spending increase during high production

years, causing higher levels of leakage from the provincial economy. In the summer of 2003 there were
five major productions being shot simultaneously. This was a strong production year but also beyond the
local production capacity to support.
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6.0 Financing Saskatchewan Film and Video Production

6.1 SOURCES OF PRODUCTION FINANCING

To compete for the various funding sources available, Saskatchewan producers must offer high quality
creative programming with strong international market potential. A high level of Canadian content is
needed to access national funding, yet the product must also be appealing for the international market to
enable financial success.

The chart below shows the portion of Saskatchewan production budgets financed by federal, provincial,
broadcaster and other private funding sources between 1998 and 2003.

Figure 3: Sources of Funding for SFETC Productions
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6.2 PROVINCIAL FUNDING

The provincial government supports the film and television industry through a combination of programs
and incentives. Provincial support includes direct funding to film and television projects via the
Saskatchewan Communications Network (SCN), Saskatchewan’s Film Employment Tax Credit (SFETC),
development and equity funds through SaskFILM, and indirect support through other provincially funded
agencies such as Job Start/Future Skills, the Saskatchewan Arts Board, and the Saskatchewan Lotteries
system. This section provides an overview of each of these provincial programs with performance
assessment and recommendations specific to each.

SaskFILM

Saskatchewan Film and Video Development Corporation (SaskFILM) is a non-profit funding agency
whose mission is to enable the film, video and new media industry of Saskatchewan to continually
enhance the quality, quantity and marketability of its products and resources.

With an annual budget of $1M (reduced to $900,000 in 2004), SaskFILM offers the following main
programs and services:

Development loans for Saskatchewan producers, writers and filmmakers

Filmmakers program

Equity investments for dramatic and documentary projects

Market and festival travel assistance
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e Location services and promotion of Saskatchewan as a film production
e Administration of the Saskatchewan Film Employment Tax Credit (SFETC) since 1998
e Administration of the Canada-Saskatchewan Production Studios (Soundstage) since 2002

Development loans are non-interest bearing and secured against the project. Loans are conditional on
having a financial development commitment by a broadcaster or distributor.

The Filmmakers Program offers non-interest bearing loans to Saskatchewan filmmakers. Projects are
assessed on the significance of their cultural and artistic merit, the opportunity for professional
development and employment they provide to the creators, and the extent to which they advance the
filmmaker’s career.

Equity investments are made in productions which are of significant cultural and/or economic benefit to
the province of Saskatchewan and where there is potential for recoupment. SaskFILM contributes to
established maximums, conditional on financial commitment from a broadcaster or distributor.

Market and festival travel assistance is provided through bursaries to Saskatchewan-based producers to
travel to approved program markets or festivals.

New Media Program

The SaskTel New Media Program was initiated by SaskTel and administered by SaskFILM between 1999
and 2001. This program provided $800,000 over three years to foster the new media industry in
Saskatchewan. The Fund offered development loans and equity investment in new media product and
provided marketing and distribution assistance to Saskatchewan new media producers. The program is
now complete.

Documentary Fund

SaskFILM established the documentary fund in 1999 and has kept funds to this program stable.
Saskatchewan has a well-established reputation in documentary production and this fund helps build on
this strength.

Special / Filmmakers

Support for the Filmmakers Program and special projects intended primarily as workshop or development
productions has dropped by 12% since 1997. Support increased in the lean production years as special
development projects like the Winter Initiative and the Low Budget Feature Program were in part
intended to keep crew employed through slumps in production. This increase was possible due to the
reallocation of $300,000 from stale-dated projects that was made available in 2000 and 2001 to
development and equity projects.

Loans

SaskFILM has increased support to development loans by 27% since 1997. While the loan fund is still
quite modest compared to many other jurisdictions, the loans provide important support, especially to
development of indigenous culturally significant projects.

Equity Financing

SaskFILM equity investments have dropped 76% from 1997 levels. To some extent, the SFETC has
compensated for this drop. In other cases, the drop in equity funding has left a gap in production
financing that is not replaced by SFETC funds.

In recent years SaskFILM has increased equity investments at the expense of development initiatives in
order to have the capacity to invest in marketable projects. There has also been a shift over time of
SaskFILM criteria for equity investment; the focus now is on completing project financing for projects
that show promise of returns, whereas the earlier focus was more on development of indigenous stories
and projects.
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Figure 4: SaskFilm Programs 1997 - 2003
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Locations Services

In the role of Film Commission for the province of Saskatchewan, SaskFILM provides script breakdown,
library photo services, scouting services, as well as ground transportation and accommodation during
location scouting. The locations department also promotes the province as a film location as various
markets in Canada and internationally. The increase in production volume is directly related to the efforts
of SaskFILM to promote the province and facilitate relationships between Saskatchewan producers and
international production partners. SaskFILM reports that on location inquiries have been increasing and
the sound stage was fully booked from April to October 2004.

SaskFILM Revenue

Revenue recoveries include repayment of loans and recoupment on equity investments. The revenue from
recoveries has increased 66% since 1997, from $70,699 to $101,704, but this is still a small portion of
revenue. SaskFILM is getting some improvement on returns for specific projects and reports to have
missed excellent investment opportunities. The prospect of improved returns is not strong as the level of
investment through equity financing is so limited.

In 2003 SaskFILM was certified as an Independent Production Fund by the Canadian Radio-Television
and Telecommunications Commission (CRTC). This certification allows SaskTel, as a recognized
Broadcast Distribution Undertaking, to contribute a portion of their gross revenues to the Saskatchewan
film and television industry through SaskFILM. SaskTel may direct 20% of the required contribution to
the Canadian Television Fund to SaskFILM for equity investments in indigenous Saskatchewan
productions. SaskFILM anticipates revenue of $400,000 annually from this agreement. Funds are
dependent on gross revenues earned by SaskTel.

Saskatchewan Film Employment Tax Credit

The Film Employment Tax Credit Act was passed by the Government of Saskatchewan in the spring of
1998. The program was designed to increase industry production levels and support the production of
indigenous Saskatchewan film, television and new media products. The program was a response to the
need to “level the playing field” for the Saskatchewan film industry which is in competition with film
industries supported by other provinces. The rationale for the program is based on the idea that there
would be minimal impact on the provincial treasury as the credit is based on Saskatchewan resident
labour and much of the cost of the program would be returned in income and other taxes. The extent that
the industry levers other investment to be spent in Saskatchewan is also key to the rationale for the
program. Finally, the SFETC supports the indigenous industry in Saskatchewan as a means to cultural
expression.
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The SFETC program has been effective in increasing production volume. The six-year average for
production volume prior to 1998 is $15M per year, in the six years after the tax credit was introduced; the
average has been $39M (including the 2003 projection of $47M). SFETC production levels have
increased an average of 6% in the five years since the program was introduced.

The SFETC encouraged the development of 193 films, video and new media projects that have been
produced through the program since 1998. In a typical year, 32 projects will be supported by the SFETC
including 16 documentaries, four feature films and two television drama series.

Saskatchewan’s tax credit offers comparable or better levels of support to most other jurisdictions and this
compensates to some extent for having less attractive incentives in some other respects. However,
Saskatchewan’s competitive position recently decreased when Manitoba announced additional incentives
in April 2004.

The SFETC Act provides a 35% tax credit on eligible Saskatchewan labour costs for film and television
productions produced by Saskatchewan companies. Labour is capped at 50% of the production budget.
The Saskatchewan tax credit has an attractive “Waiver of Residency” provision whereby non-
Saskatchewan residents may be deemed as eligible labour when qualified Saskatchewan residents are not
available. In addition, the program provides for a rural bonus of 5% of total Saskatchewan expenditures
for productions based 40 kilometres outside of Regina and Saskatoon. In this case, the maximum credit is
increased from 17.5% to 22.5% of the total production budget.

Use of the SFETC is Increasing

The portion of production budgets supported by the SFETC has increased from 11% to 16% since
1998, an increase of 50%. Contributing to this increase is a 77% rise in deemed labour contributions,
from 6.7% in 1998 to 11.9% in 2003.

Table 15 below shows total production budgets for SFETC productions compared to the amount
contributed by the SFETC program to those projects. The increased use of the SFETC can be
explained in part by an increased use in the deeming provision in peak production periods, and by the
probability that it took producers some time to learn how to maximize the tax credit offered.

Table 15. SFETC Program Summary

1998 1999 2000 2001 2002 2003* Avg.
Total Production Volume
(Expenditures) $52.16M  $17.13M  $48.61M  $24.54M  $42.84M  $39.92M | 37.53M
Total SFETC Support $5.82M $2.41M $6.74M $3.44M $6.67M $6.55M 5.2
SFETC Support as a % of Total
Production Cost 11.16% 14.07% 13.87% 14.02% 15.57% 16.41% 14.04%
Total # of Projects Supported 41 24 36 33 39 20 39

* Year-to-date numbers. If the SaskFILM projection for 2003 of $47M is included, the average is $38.7M

Level of Saskatchewan Spending

As noted in Figure 5 below, non-Saskatchewan spending totaled $25M in 1998, or 47% of total
production spending. In addition, year-to-date numbers for 2003 suggest non-Saskatchewan spending
of $17M, or 43% of total production spending by Saskatchewan based film and television producers.
The portion of Saskatchewan spending is better in the other years and tends to improve when total
production volume is low. The average percentage of total volume spent in Saskatchewan on SFETC
projects since 1998 is 64%.
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Figure 5: Total Saskatchewan Spending by SFETC Productions
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The SFETC is designed to encourage Saskatchewan spending on resident labour. The current program
requires least 25% of the total labour to be Saskatchewan labour. As deemed out of province labour is
also considered eligible labour, the Saskatchewan spending could be improved by limiting the level of
deeming allowed, and by increasing the minimum percentage of Saskatchewan labour required.

There is currently no minimum requirement for number of production days that must occur in the
province in order to be eligible for the SFETC. It is possible for a production to be shot entirely in
another province and still access the SFETC as long as there is 25% Saskatchewan labour employed
on the production. In these cases, a Saskatchewan production company and post-production services
may benefit, but the returns to the province are significantly diminished. There are a few cases where
this has occurred, causing very low Saskatchewan spend levels relative to the value of the SFETC
contributions.

Deeming Provision and Saskatchewan Labour

The “Waiver of Residency” provision, referred to by the film and video industry as the “deeming
provision”, was included in the Act for the specific purpose of assisting the accelerated development
of Saskatchewan’s base of qualified crew and other professionals to handle large-scale productions.
The deeming provision has a sunset clause in the Act that was recently extended from December 31,
2003 to December 31, 2004. The extension was approved based on evidence provided by SaskFILM
that the deeming provision has been instrumental in attracting larger productions to Saskatchewan,
particularly in the feature film genre. These films tend to have considerably larger budgets and larger
workforce demands than other projects, which makes training and development a key element in the
project success.

The intent of this provision is to assist in the development of Saskatchewan’s base of qualified crew
and other professionals within the industry. Given this, one might expect the share of deemed labour to
total eligible labour (Saskatchewan labour plus non-resident deemed labour) for productions applying
for tax credits to decrease over time as more and more Saskatchewan residents become qualified to
work (thus reducing the need for production companies to look outside the province for qualified
crew). In fact, the deeming provision has a sunset clause based on this expectation. However, over the
period 1998 through to 2003 this does not appear to be the case. In fact, as the table below shows,
there is an upward trend in the share of deemed labour to total eligible labour over the last few years.
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Figure 6: Deemed Labour as a Percentage of Eligible Labour
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In 1998 deeming claims represented 7% of production volume and this has increased to 12% in 2004.
The value of claims has risen 71%, from $3.8M in 1998 to $6.5M in 2002. While deeming may have
contributed to the building of the skill base, allowing a high number of Saskatchewan people to be
employed as production levels rise, the rate of deeming as a portion of total production volume is also
increasing, suggesting that Saskatchewan productions are relying more on the deeming provision to
finance productions now than in 1998.

The increase in deeming claims is also due to the occurrence of overlapping productions in the 2002
and 2003 seasons. When this occurs, the need to import labour rises. As there is currently no cap on
the amount of deeming allowed, this obligates the province to invest at a higher level on productions
that have less economic benefit to Saskatchewan. Some limits on the deeming allowed would
potentially cause some production to not come to Saskatchewan, but it would help ensure that the
production that does occur includes deeming where most needed to support training plans. Industry
representatives including SFPA and labour organizations agree that some cap on the amount of
deeming allowed per production would be appropriate. A reduction in the limit on deeming per
position could also be considered.

Location of Production and the Rural Bonus

The SFETC includes a rural bonus intended to encourage production spending in areas throughout the
province and to attract productions to unique Saskatchewan locations. It allows a 5% bonus on total
Saskatchewan spend for productions based at least 40km outside of Regina and Saskatoon. To be eligible,
at least 50% of shooting days and the production office must be located outside of this range. The rural
bonus can increase the maximum tax credit from 17.5% to 22.5% of total production.

SFETC productions supported through the SFETC have been shot in 11 Saskatchewan communities.
Most are shot in Regina (75.6%) followed by Saskatoon (13%), and Moose Jaw (4.7%), Regina Beach
(2.1%) and Balgonie (1.6%). Of 193 SFETC productions, 22 have used the rural bonus.

Of the 193 SFETC productions, 85% were shot in Regina and nearby communities. Moose Jaw benefits
the most from proximity to Regina and access to the rural bonus; nine productions were shot in Moose
Jaw. Fort Qu’Appelle and Balgonie have also accessed the rural bonus on more than one occasion.
Roleau and Regina Beach each have had one production. Roleau will continue to be a film location for
the renewed television series Corner Gas. Saskatoon had just 12% of total SFETC production and there
are no benefits to communities near Saskatoon. The communities of Waskesiu, La Ronge, Muenster and
Prince Albert have had one production each.
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The rural bonus assists with financing for productions using unique Saskatchewan locations such as the
Qu’ Appelle Valley for Big Bear, Waskesiu for Without Malice and Muenster for Solitude as there are
extra costs are assumed by the production in order to use in these locations. For communities near Regina,
the rural bonus is having the unintended result of drawing Regina-based production to surrounding
locations in order to access the bonus. In some of these cases, if there were no rural bonus, these
productions may have occurred in Regina and the total cost of production would have been reduced. It is
also likely that some productions may have not been produced without the rural bonus financing.

The rural bonus does not draw production to Saskatchewan locations on its own. The location itself is the
more important factor: people will go to Moose Jaw because it is a unique location; the rural bonus is an
added incentive. The rural bonus has unexpectedly added to the critical mass of attractive film location
features offered in the Regina area. Regina has the benefits of city services, the airport, the sound stage
and available crew. These benefits in proximity to attractive unique locations like Moose Jaw and the
Qu’ Appelle Valley, have resulted in 85% of SFETC production taking place in the Regina area. This
shows the critical mass created by available people, sound stage, city services and proximity of unique
locations work together to provide an attractive package that encourages further investment and growth.

The involvement of the REDA film cluster shows the recognition the city is giving to this industry.
Whether intended or by a combination of circumstances, a film industry development strategy that
promotes the development of Regina as a production centre is in effect. The Saskatoon-based production
community does not have the advantages of Regina or the benefit of the rural bonus. Productions are less
likely to go to Saskatoon as a result, even though the city does have some assets.

Rural Bonus Adjustments

As noted later in this report, Saskatchewan’s rural bonus is particularly attractive as it is calculated on
total Saskatchewan spend, rather than on total eligible labour. An adjustment to base the bonus on eligible
labour would lower the value of the claims but would also reduce the attractiveness of the incentive. A
wider range requirement (e.g. 60 km) would reduce access by communities in close proximity to Regina,
but would weaken the film cluster that is emerging in the Regina area and possibly compromise some
valuable productions. Allowing the rural bonus to include Saskatoon would help balance the development
of the Saskatoon-based industry.

Canada-Saskatchewan Production Studios’

In the fall of 2002 the Canada-Saskatchewan Production Studios (CSPS) opened for business. This was
after the peak production season for the 2002 year. The facility has had just two full production seasons
in 2003 and 2004 to show performance. So far, the CSPS has been used for four feature films, two
movies of the week, a made-for-television docu-drama, three television series (all of which were shot for
two seasons), a low budget feature, a television special and a number of commercials. In addition, the
facility has been rented for meetings, training workshops, and various other purposes. The facility has
been key in bringing activity to the province. The producers of Corner Gas, Tideland and Just Friends
(which is the biggest production ever made in the province), have all cited CSPS as an important element
of what attracted them to Saskatchewan.

The facility is too new to identify reliable performance trends; however SaskFILM reports that the sound
stage is already fully booked for the 2005 production season, from April to October and a number of
major productions, including two feature films and three renewed dramatic series (Corner Gas, Moccasin
Flats and renegadepress.com), are on the production slate.

This 84,000 square foot facility was created through a partnership of three orders of government. Unlike
other production studios in Western Canada, this is a purpose built facility, designed to accommodate the

' There was a significant change in financial status of the Canada-Saskatchewan Production Studios in 2005 in that
the bank debt of the facility was paid out. While the balance of the review focuses on activities and trends up to
June, 2004, this section has been revised to reflect developments in 2005.
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special technical and sound proofing needs of film, new media and video productions. The mission of the
CSPS is to provide a facility for utilization by the indigenous film, new media and related industries. The
facility is also available for co-production, offshore filming, and post secondary and related industry
learning opportunities.

The CSPS building and lands are owned by the province, managed through Saskatchewan Property
Management Corporation (SPMC). SaskFILM administers the production studios program under a three-
year operating agreement between SPMC and SaskFILM. The facility was financed with a $10.9M loan
from SPMC, which was to be repaid over a seven-year period. The federal government, through Western
Economic Diversification, and the provincial government contributed $3M each to the facility
construction and the City of Regina agreed to forego $5.5M of provincial transfers in lieu of property
taxes over seven years as their contribution.

In 2005, SPMC became a line department of government under the name Saskatchewan Property
Management (SPM). As part of the transition, all debt was transferred to the Province as part of overall
government debt. As a result, the loan taken by SPMC was paid out and the financing of the debt has
become the responsibility of the Provincial Government as part of its overall debt management strategy.

For the operations of CSPS, SaskFILM has a CSPS Reporting Committee comprised of the financial
stakeholders in the facility. This committee advises the SaskFILM board with regard to the financial and
operational status of the facility.

In 2003 there were 62 production studios operating in Canada. Some, like Saskatchewan’s, are purpose
built production studios and others are converted hangars or warehouses. Before the sound stage was
built Saskatchewan had difficulty marketing itself as a location for offshore production due to the lack of
proper sound stage facilities in the province. At that time, Saskatchewan was the only production center
in Central and Western Canada that did not have a sound stage facility. The lack of proper sound stage
facilities was believed to be a hindrance to the growth potential, especially in the areas of feature film and
series production.

In response to industry advocacy and supported by a feasibility study commissioned by the Regina
Regional Economic Development Authority (REDA), the decision to support a sound stage facility was
made by all three orders of government. The facility was expected to be fiscally neutral with respect to
the general revenue fund for costs including capital financing, interest payments and ongoing costs. This
expectation has proven to be overly optimistic.

CSPS Financial Analysis

The CSPS costs have regularly outstripped revenues, even in years such as 2004-05, where it operated at
about 69% capacity. As part of this review, an analysis of CSPS history and potential has been conducted
(see Table 16). Because of the way that film production works, it is unlikely that CSPS could ever
operate at 100% capacity. The scheduling of spaces would simply be unmanageable. A best case
scenario for the facility is that it would operate at 90% of capacity. Based on revenues for 2004-05 fiscal
year, where the facility operated at 69% when all costs are accounted for, the best case scenario would
still see CSPS lose between $600K and $700K.

It may be that this is an acceptable trade-off. Assuming a constant percentage of overall production
would use CSPS, to achieve the best case scenario, film industry production volumes would have to grow
to $84M. The estimated increased cost of the Film Employment Tax Credit should production volumes
increase to that level would be $2.7M. Because the industry does not currently have the crew capacity to
support this level of production, most of the tax credits would be spent on non-residents of Saskatchewan
who have been “deemed” to be residents to fill positions that can’t otherwise be filled. In the short term,
and until the capacity of the crew base of the film industry increases, it may be more financially viable to
subsidize CSPS.
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There is no doubt that the sound stage is a critical investment in the infrastructure that supports the overall
long-term development of the industry. It responded to the needs of a developing industry; and solved a
problem of what to do with the deteriorating College Avenue property owned by SPMC, and the
underutilized CBC facility. The City of Regina also had a keen interest in seeing the facility built in the
city. These reasons motivated the decision to build the CSPS and need to be considered when evaluating

its success.

Table 16. Canada-Saskatchewan production Studios Financial Profile

Potential Best

2002/2003 2003/2004 2004/2005 2005/2006 (est) Case
SaskFILM Revenue from
Studios $148,888.44 $196,559.94 $551,077.21 $400,000.00 $718,796.00
Total SaskFILM Expenses $8,035.98 $188,948.51 $271,238.32 $308,032.00 $348,734.00
Net Transferred to SPM $140,852.46 $7,611.43 $279,838.89 $91,968.00 $370,062.00
SPM rental revenue other
than Studios $7,026.00 $160,310.00 $142,459.00 $157,568.00 $157,568.00
Total CSPS Revenue $147,878.46 $167,921.43 $422,297.89 $249,536.00 $527,630.00
SPM Operating expenses $419,535.00 $482,002.00 $366,222.00 $366,222.00 $366,222.00
Net Operating Revenue
(Loss) ($271,656.54) ($314,080.57) $56,075.89 ($116,686.00) $161,408.00
Amortization $186,270.00 $164,772.00 $168,609.00 $168,609.00 $168,609.00
Allocation for Property
Taxes $593,219.00 $593,219.00 $593,219.00 $593,219.00 $593,219.00
Total Capital Expenses $779,489.00 $757,991.00 $761,828.00 $761,828.00 $761,828.00
Net Profit ($1,051,145.54) | ($1,072,071.57) ($705,752.11) ($878,514.00) ($600,420.00)
Write downs due to business
failure of client/tenant $740,992.00

Table 16: A number of assumptions have been built into this table. The include:

. The bank financing of CSPS was paid out in 2005 and is now carried as general government debt. A fair representation of the cost of
financing this debt is the value of the waiver by the City of Regina of a government grant in lieu of taxes (which is how property
taxation for provincially owned buildings is addressed). The waiver expires in 2009, at which time the property will have to
accommodate the expense in any case.

. The financial model does not include any revenue or expenses for the CBC portion of the CSPS facility.

Saskatchewan Communications Network (SCN)
SCN is the regional, public broadcaster that delivers cultural, informational and educational programming
and acts as an enabler for the regional film and television industry. The SCN Broadcaster Network
delivers a wide variety of informational television programming that highlights Saskatchewan and
Canadian culture. SCN has re-defined the direction of the network to include more Saskatchewan and
prairie-focused programming. This has led to an increase in the number of Saskatchewan productions
supported by the network. SCN is considered a crucial component for the Saskatchewan film and
television industry due to its ability to license projects for broadcast. SCN’s modest license fees trigger
other investment for Saskatchewan film and television projects from other public and private funding
sources. SCN is often the first broadcaster or institutional supporter involved financially with a project.
The involvement of SCN in a project increases the interest from other broadcasters in Saskatchewan
projects. Only four other provinces have provincial education broadcast networks (B.C., Alberta, Ontario,
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and Quebec). The centralization of the CBC and other national broadcasters has made the role of SCN
even more critical to Saskatchewan producers.

SCN has been involved in over 500 Saskatchewan projects since it was created in 1989. SCN is
particularly important for the Saskatchewan industry in supporting documentary and educational
programming. While these kinds of production tend to have smaller budgets than drama productions, in
total, they are as significant in terms of the economic stability they bring to most Saskatchewan
production companies. This production provides steady ongoing work for many in the industry and the
growing number of projects available for distribution is contributing to the financial stability of
production companies in the province.

The 2004 SCN Strategic Plan builds upon the vision of SCN as a pre-eminent Prairie and Northern
storyteller that embraces Pim tsiwen: the Cree word for life in all its harmony. The role of storyteller has
traditionally been one of the most important roles in the community. The storyteller’s tales were high in
educational value, conveying the history and cultural values of the community and its people. SCN
continues the storytelling tradition through the two pillars of service: SCN’s Broadcast Network and
Distance Learning Network. In 2004/2005 SCN plans to increase support to Saskatchewan productions,
encouraging more Saskatchewan stories to reach audiences.

While drama is often regarded as the most influential genre in terms of making a cultural impact, the
hundreds of Saskatchewan stories that have been told and conveyed through documentaries and produced
since SCN was formed have created an invaluable archive of the province that will inform and inspire
Saskatchewan people for generations.

The following represents recent trends in SCN programming:

e SCN has licensed 154 Saskatchewan television projects since 1998, including 107 documentaries,
10 shorts, 14 regional, 13 drama and 10 children’s programs. Of these, 105 (69%) are considered
to have significant Saskatchewan content in terms of subject, story and perspectives.

e Programs cover a range of topics considered of relevance to Saskatchewan people including: 30
social awareness/regional interest; 29 history; 24 arts/humanities; 15 fitness/leisure/health; 12
Aboriginal; 12 science/technology/environment; 10 feature films; nine business/current affairs;
seven schools; six drama/shorts/new ideas and specials.

e SCN has supported the development of the local film industry and this commitment is
demonstrated in an increased portion of resources going to Saskatchewan projects. The
percentage of SCN pre-license and production development funds spent on Saskatchewan
production has increased from 64% of total spending in this area in 1998/1999, to 74% in
2003/2004.

e The number of Saskatchewan productions compared to total productions supported has remained
stable from year to year. This shows that there is a reliable commitment from SCN to support
Saskatchewan production and that the value of these productions is increasing.

e The value of productions is even more evident when we look at acquisitions. SCN acquisitions of
Saskatchewan programs has increased from 1.2% to 7.9% of total funds spent on acquisitions and
3.2% to 19% of all programs acquired.

e SCN’s role in the development of emerging producers have increased in recent years, while the
focus of SMPIA and SaskFILM seems to have been on the more established producers interests.
SCN is considering expanding the network into Manitoba where there is no provincial educational
broadcaster. This prospect holds potential to strengthen SCN and increase the value of the network to
Saskatchewan’s film industry.
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Investment Saskatchewan Inc.

Investment Saskatchewan Inc., a wholly owned subsidiary of Crown Investments Corporation (CIC),
strategically invests in specific industry sectors of the economy where wealth and employment growth
potential are significant, and where Saskatchewan has identifiable strengths and can be globally
competitive. In assessing potential projects, Investment Saskatchewan Inc. evaluates business plans
against a number of criteria including consideration for the commercial viability of the investment and the
potential to show an acceptable return.

In 1997, cultural industries was one of six key sectors targeted by SOCO for investment. This is no longer
the case, although information technology is identified and Investment Saskatchewan is particularly
interested in the area of new media technology and would like to attract a new media company to
Saskatchewan that would be positioned to hire new media program graduates. The targeted sector
approach is a consideration for Investment Saskatchewan but does not preclude investment in other
industries if the investment proves to be commercially viable and offers other strategic inducements.
Investment Saskatchewan only considers investments over $3M and is particularly interested in attracting
strongly positioned companies to relocate to Saskatchewan.

From 1995 to 2003, investments were made in the film industry from SOCO and CIC for a combined
total of $13M. Investments include loans and equity. Investments were made in six film projects (one-
time investments) and in six film companies (usually several investments over time). Most of this
investment ($8.2M) was in the form of repayable loans. In 2001 a $4.5M equity investment was made in
the motion picture company Minds Eye Entertainment Ltd. The remaining $0.3M was made in project
equity investment in 1996.

When the SOCO portfolio was transferred to Investment Saskatchewan (formerly CIC Industrial Interests
Inc.), all film investments under $3M were outsourced for management to the private sector. This
included all film investments with the exception of Minds Eye Entertainment Ltd., which was in excess of
the $3M threshold. The private sector managers consider new investment in film projects under $3M
while Investment Saskatchewan considers film investments only in tax credit financings and equity
investments in film companies with strong records of accomplishment that meet the criteria for
investment.

Returns on SOCO/CIC film projects have been approximately minus 3.5% compared to an 8% average
return over the last ten years on the overall Investment Saskatchewan portfolio. Based on this
performance, investment in the film industry projects is considered by Investment Saskatchewan to be a
weak investment and performing below average. There has been nearly $6M in allowances and write offs
to date. With the exception of Minds Eye Entertainment Ltd., the remaining outstanding amounts are all
loans and the performance of the industry in loan repayment is good; $4.3M has been returned to date in
principle and interest payments.

Investment Saskatchewan will consider providing bridge-financing loans for film companies and will
continue to assess participation in film companies on a case-by-case basis. Regina-based Partners in
Motion is highlighted in the Investment Saskatchewan investment portfolio and is an example of the kind
of film company CIC will consider. Partners in Motion employs 36 people and was the 2002 ABEX
finalist for “Job Creation” as well as the 2002 Paragon Award winner for “Export Achievement”.

The $4.5M equity investment and outstanding loans in Minds Eye Entertainment has raised some public
concern due to the recent difficulties experienced by this production/distribution company. The public
investment in Minds Eye Entertainment is clearly at risk but with the creditor approved restructuring plan
in place it is conceivable that this investment will bring returns in the long term. Minds Eye
Entertainment Ltd. continues its efforts to bring its overhead and complexity to a sustainable level and
continues to be recognized for its quality work.
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The totals per year are included in the table below.

Table 17. Investments in the Film Industry SOCO/CIC 1995 - 2003
Year Debt Equity Total
1995 450,000 450,000
1996 910,000 305,000 1,215,000
1999 1,000,000 1,000,000
2000 1,520,000 1,520,000
2001 907,000 4,500,000 5,407,000
2002 2,450,000 2,450,000
2003 1,000,000 1,000,000
Total 8,237,000 4,805,000 13,042,000

While Investment Saskatchewan does not provide project financing for single purpose productions, it
remains a potential source of financing to Saskatchewan producers for corporate capitalization and
commercially viable bridge financing situations. This support can assist producers in achieving the level
of corporate infrastructure required to compete in the business of film and television. This is an option for
larger production companies with strong records of accomplishment that can meet Investment
Saskatchewan criteria. It is not an option for smaller and emerging producers who may not be able to
secure interim financing on specific projects. Private sector financial companies are also open to film
business and this is an option for stable companies that have a good record of accomplishment. Improving
the business skills of Saskatchewan producers would increase the confidence of conventional financial
investors.

Saskatchewan Arts Board

The Saskatchewan Arts Board (SAB) provides approximately $50,000 per year in media arts grants to
support individual and project work in film, television and new media, and an additional $50,000 per year
in grants to Saskatchewan media arts organizations.

Media art involves artists making creative use of traditional and new media technologies. Media art is
often innovative and experimental in relation to the technologies involved, which helps to distinguish it
from the media industries. Media arts projects are independent and “artist-driven” in the sense that the
artist initiates and is the driving force behind the project and maintains creative control over the work.

Media arts organizations provide community-based local access opportunities for individuals interested in
learning how to use media technologies for the purpose of expression, as well as for people involved in
careers in film video and interactive media. These organizations provide equipment access, information,
workshops, and mentoring support that is often the first point of access to the field. These organizations
also provide presentation opportunities for Saskatchewan-made work.

In 1997, there was some interest on the part of the SAB in exploring ways to rationalize administrative
roles between itself and SaskFILM with respect to media projects, ranging from joint adjudication of
projects to a merger of the two agencies. Since that time, the two agencies have better differentiated their
respective roles, with SaskFILM focusing on projects with market and revenue potential and the SAB
focused on projects that have high artistic merit.

A few media arts organizations are supported by the SAB through the global grants program and nine
more are supported through lottery funding. In addition, Y’ utthe Askiy is a community-based media arts
organization that recently established in La Ronge. This organization will be eligible for support in future
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years and has a mandate to provide equipment access for people in northern communities.

The Status of the Media Arts in Saskatchewan report commissioned by the SAB and SaskCulture Inc. in
2003 highlights the need to rationalize the existing funding programs available for media arts in light of
the convergence of media technologies. This has already started to be addressed with the cooperation of
SMPIA and the media arts organizations involved. Of particular concern is the need to accommodate the
newer organizations that have emerged to address First Nation and Métis access. There are positive
partnerships established between the newer and established organizations, and funding policy and
structures must be revised to reflect these new realities and provide direction for future development.

Table 18. Saskatchewan Arts Board Grants to Media Arts Organizations (2002-2003)
Saskatchewan Filmpool Cooperative | Global Grant Program 27,000
Video Vérité Artists Collective Global Grant Program 21,500
Queer City Cinema Global Grant Program 9,000
Organization Projects Project “A” Grants to 3 Organization projects 9,496
Media Artists Individual Assistance Grants to 10 media arts projects 56,330
Total 123,326

Saskatchewan Lotteries / SaskCulture Inc.

As trustee of the Culture Section of the Saskatchewan Lotteries Trust Fund for Sport, Culture and
Recreation, SaskCulture Inc. is responsible for the allocation of lottery funds to community-based cultural
organizations in the province. This includes an annual global allocation to the Saskatchewan Motion
Picture Association (SMPIA) and six media arts organizations funded through the SMPIA Member
Funding Program. In addition, SaskCulture allocates lottery funds to the Saskatchewan Arts Board to
support the Gallery Grant Program. In total, just under $0.5M is allocated in lottery funds for annual
global grants to film and media arts organizations each year.

See Table 19 on the following page.

Table 19. Lottery Funding to Film / Media Arts Organizations (2002-2003)
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Organization Description Allocation
Saskatchewan Motion Picture Association Funded as a Provincial Cultural Organization (PCO) 141,100
(SMPIA) (Provincial)
Saskatchewan Filmpool Cooperative Artist-run equipment access centre. Film co-op. 60,000
Regina. SMPIA member funding.
Paved Art + New Media / Video Vérité / Artist-run equipment access centre. Video and new 57,000
Photographers Gallery media. Merged to become Paved in 1993. Saskatoon.
SMPIA member funding and Gallery Grant Program.
Yorkton Short Film & Video Festival (Yorkton) | SMPIA member funding 60,000
Tribe (Saskatoon) Aboriginal artist-run centre. Involved in media arts 8,750
access. Gallery Grant Program
Sakewéwak (Regina) Aboriginal artist-run centre. Involved in media arts 8,750
access. Gallery Grant Program
Commonweal Community Arts (Provincial) Involved in media arts access. Recent project in Prince 92,500
Albert (funded by SaskCulture to 2003. Has since
transferred to SAB funding)
Soil Digital Media Suite / Neutral Ground New media and audio production facilities. Gallery 18,000
/(Regina) Grant Program
Flicks: Saskatchewan International Children’s SMPIA member funding 15,500
Film Festival (Saskatoon)
Friends of Broadway Theatre SMPIA member funding 9,000
U.of R. Film and Video Students’ Society / SMPIA member funding 5,000
National Student Film Festival
Total 2002/2003 475,600

Saskatchewan Motion Picture Association (SMPIA)

SMPIA formed in 1985 and received eligibility status as a Provincial Cultural Organization (PCO)
through the Saskatchewan Lotteries system in 1989. SMPIA serves the cultural and economic interests of
the motion picture community by working to advance opportunities for the production, promotion and
appreciation of film and video in Saskatchewan. SMPIA currently has 182 members, including 48
corporate members. 100 members are in Regina another 55 are in Saskatoon and the rest are in other
communities across the province.

SMPIA has played an important role as the representative voice for the motion picture community in
Saskatchewan. There are many diverse and sometimes divergent interests involved in the sector
including:

Saskatchewan Producers Association (SFPA) — represents the eight largest companies
Producers not represented through the SFPA — over 50 companies and individuals
Media arts organizations and media artists

Film industry labour organizations (ACTRA, IATSE, DGC)

Other film related companies (e.g. talent agencies, equipment companies etc.)
Educators and other interested individuals not represented above

SMPIA has the challenging role of presenting balanced strategies that aim to accommodate a broad range
of stakeholders. This leadership helped advance major program initiatives in partnership with the
province. SMPIA was involved in the establishment of SaskFILM and the SFETC and has taken the lead
in film training initiatives. SMPIA also has a mandate as a PCO to provide motion picture participation
and access opportunities for Saskatchewan people. This is in part realized through the administration of a
member-funding program for media arts organizations.

In 2003, based in part on recommendations from the Media Arts Report, SaskCulture and SMPIA agreed
to change the status of the SMPIA member-funding program, an administered grant program of
SaskCulture. This change gives SaskCulture more direct control over the governance of this program and
more capacity to coordinate the direction of this program in partnership with the SAB and the media arts
organizations involved.
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While SMPIA has played a significant role in the development of the motion picture industry in the
province, it seems that over time SaskFILM has taken on some of the activities previously done by
SMPIA. At the same time, the direct involvement of SMPIA in the business of film production, through
administration of Crew Call, has required the attention of SMPIA to shift to areas that were previously in
the preview to SaskFILM. There seems to be a need for SMPIA and SaskFILM to clarify their respective
roles in industry development. With the shift of training coordination responsibility from SMPIA to
SaskFILM, SMPIA will be able to disengage from direct involvement in film financing administration
and should be able to refocus on areas not being addressed by SaskFILM, such as community access to
production and presentation opportunities, especially in communities outside of Regina and Saskatoon.
As SMPIA is an independent membership-based organization, government does not provide direction to
SMPIA. SMPIA is accountable for the use of lottery funds to the Culture Section of the trust and must
demonstrate to SaskCulture Inc. performance in areas of organizational effectiveness, cultural impact and
access and participation.

Government Departments and Administrative Roles

The review considered the effectiveness and efficiency of the provincially funded administrative
structures and processes that support the film industry, including the roles of government departments
involved in the film industry. The main observations are outlined below:

Lead Department

The Department of Culture, Youth and Recreation (CYR) has been the lead department in government for
the film industry since SMPIA was first funded through the lotteries system in 1989. As a cultural
industry, the film industry has both creative and business components that are vital to the success of the
sector. However, the cultural aspects make the industry unique from other industrial sectors and provide
compelling rationale for public investment in the sector. The nature of film and television financing in
Canada includes significant public and private investment, governed through the Department of Canadian
Heritage. This federal department has parallel responsibilities to the provincial department of Culture,
Youth and Recreation, including responsibility for heritage, multiculturalism and citizenship,
volunteerism, arts, culture, sport, recreation and cultural industries. Given the significance of the cultural
rationale for the industry, and the linkages to the National system through Heritage, it makes sense that
the lead department for the cultural industries in Saskatchewan remains with CYR. In Saskatchewan,
CYR has jurisdiction for the media arts through the lottery system and the Saskatchewan Arts Board, and
the cultural industries. This helps maintain a holistic approach to development of the cultural industries
with consideration to the cultural aspects of the industry.

In the course of this review, the SFPA, representing the eight largest production companies in the
province, and SaskFILM have both stated an interest in moving to the lead agency responsibility to the
provincial department of Industry and Resources (IR). What has been unseen to the industry is that there
has been an interdepartmental approach to film industry issues for many years. The impression exists that
IR would better receive certain industry-based proposals, such as the advance tax credit proposal, than
CYR. This impression is unfounded and suggests a need for CYR to improve communications to the
industry and possibly offer the industry opportunity to present and discuss proposals with representatives
of all departments involved.

The finance report of 1997 noted that if government wants to redefine responsibilities and pursue both
cultural and economic objectives: responsibility for the cultural aspects of film could remain with
Municipal Government (now CYR) via a renewed mandate and ongoing funding for SaskFILM; and
responsibility for monitoring the more commercial projects financed through a tax credit could be
managed by Economic and Co-operative Development (now Industry and Resources). This splitting up of
the film industry into cultural and economic sectors is not advised. While there are unique needs for

specifically arts and commercial production, industry representatives were adamant that a cultural
industry intrinsically includes both the economic and cultural aspects.
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From an administrative perspective, it would be most efficient to keep all cultural industries within one
government department. The other cultural industries (sound recording, book publishing, visual art
dealers and craft) have strong linkages to the cultural sector.

Interdepartmental Coordination

Given the interests of the province relate to the departments of Culture, Youth and Recreation, Industry
and Resources, Finance and Learning, there is a need for a continued interdepartmental coordinated
approach to planning and evaluation of provincial involvement in the sector. This approach has been
carried out informally for a number of years. A more formal recognition of this practice would be useful
especially in terms of industry communications.

Interdepartmental coordination is most critical in managing the cost of the SFETC program. Because the
program is designed to respond to industry growth, the budget should reflect realistic growth projections.
To date, the Department of Finance and the Department of Culture, Youth and Recreation have tracked
the costs of the SFETC differently. The Department of Finance accounts for the cost of the program when
the tax credit is claimed. Amounts committed that have not yet been claimed are not recognized in budget
projections. At any given time, there may be $10M in payment pending for productions that already
occurred. Adjustments to reporting practices between the two departments would ensure the status of
SFETC commitments is understood. Based on a common understanding of the status of the program, and
informed by analysis of the program’s impacts and rate of net returns to treasury, the interdepartmental
team would be able to evaluate and advise government on film investment strategy on an ongoing basis.

Assessment of Financing Issues

SaskFILM

When funding to SaskFILM was reduced to $1M in 1998, it was with the recommendation that
SaskFILM take on a cultural role rather than an economic development role. This disregards the dual
imperative of the industry that depends on economic and cultural aspects. On a very practical level,
SaskFILM plays a crucial role in ensuring the effective use of provincial investments in the film industry.
With a mandate that includes economic and cultural objectives, SaskFILM will balance economic and
cultural considerations according to government policy direction.

SFETC Administrative Issues

The most critical issue is that the cost of the SFETC consistently goes over budget. The cost of the
SFETC cannot be managed within a fixed budget. Its current design provides non-discretionary
contributions to film production. This makes the program difficult to budget. However, the structure of
the program, where most productions register in the program from 12 to 18 months before a tax credit
will actually be claimed, should allow for more accurate budgeting than has occurred. The establishment
of a requirement for productions to register in the program prior to the completion of principle
photography will ensure that full information is available for budgeting purposes.

The second issue is a need to have a deadline for filing of SFETC forms to allow clearing off stale claims.
This housekeeping adjustment is sensible and supported by the industry provided there is room to request
extensions.

The third issue is the length of time it takes producers to be paid out on SFETC claims. As the final filing
cannot be submitted until all expenses for the production have been processed, this can mean a delay of
up to two years before final form can be submitted. As the majority of expenses are incurred during the
principle photography phase, producers must carry debt through the much longer post-production phase
before they can file for the SFETC. An adjustment to bring the filings in line with the federal tax credit
program would assist the financial stability of Saskatchewan production companies and make the
program more accessible for emerging filmmakers and producers.

Finally, there are obvious inefficiencies in how the training programs are managed, in particular, the
administration of the deeming provision, which involves submissions to both SaskFILM and
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SMPIA/Crew Call. The need to improve the efficiency and effectiveness of this program is discussed
further in the training program section of this report.

Saskatchewan Arts Board

The Status of the Media Arts in Saskatchewan report indicates there is little overlap between SaskFILM
and SAB services. SaskFILM is focused on supporting projects that can generate returns and the SAB
supports artist-driven production. There is some concern that filmmakers that would otherwise go to
SaskFILM for development loans and production financing are going to the SAB, as SaskFILM is not
supporting them. SAB generally does not support market production (with broadcast license) but this has
been done on occasion to support work considered valuable from an artistic perspective. This practice
would have limited resources to other media artists. SaskFILM is generally viewed by emerging
producers and media artists as only interested in supporting the more established producers. This is as
much due to limited resources as it is interpretation of policy direction.

Training Program Coordination

There is overlap of roles and inefficiencies in the coordination of training programs. This includes
administration of the SFETC deeming provision, Job Start/Future Skills, industry based training, and
Crew Call. As a result, the provincial investments in training programs have not been as effective as they
might have been. It is also very difficult to assess the effectiveness of these programs due to the lack of
reliable data. The training coordination of training programs should be streamlined through one agency
with meaningful involvement of labour and producer groups. As SaskFILM has responsibility to
administer the SFETC, they are in the best position to take over the training coordination role from
SMPIA/Crew Call.

SMPIA

SMPIA has had some challenges in recent years due to breaks in management continuity combined with
rapid changes in the film and video community. This review process has served as an opportunity to
consider the role of SMPIA as a representative industry organization and as an organization with a PCO
mandate. Without taking on administration role for the industry business, which occurred when SMPIA
began to administer Crew Call, SMPIA is more able to provide broad-based representation and service to
people throughout the province.

SCN

SCN seems to be providing some mentoring and developmental support possibly in place of SaskFILM.
SCN has a mandate to be the regional, public broadcaster that delivers cultural, informational and
educational programming and acts as an enabler for the regional film and television industry. In this role,
SCN is considered a critical element of the industry for cultural development and production financing for
Saskatchewan productions. SCN is playing a valuable mentorship role for many emerging producers —
especially in the documentary genre.

Investment Saskatchewan

There seems to be little overlap between Investment Saskatchewan and SaskFILM although there may be
opportunities to work together in some areas, particularly to develop businesses where Investment
Saskatchewan requirements can be met. As the industry grows, there may be related business
opportunities that could be encouraged to help keep production funds in Saskatchewan.

While the level of provincial contribution has been very stable, there has been a decrease in equity
funding from SaskFILM and from Investment Saskatchewan’s withdrawal from project financing. This
drop in equity financing has been compensated for by an increase in contributions from the SFETC. The
provincial tax credit comprised 11% of production financing in 1998 and this has increased to 16.4% in
2003. This is attributed to the increased use of the deeming provision and possibly the increased ability of
producers to maximize the benefits offered through the program.

SCN’s license fees to Saskatchewan production have been quite stable at about 1% of total production
volumes. While the contribution from SCN is relatively small, this funding provides a critical trigger for
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other financing.

Other provincial sources include contributions from Investment Saskatchewan, Job Start/Future Skills, the
Saskatchewan Arts Board and occasionally small contributions from other provincial programs.

6.3 FEDERAL/NATIONAL FUNDING

Federal/National funding includes all federal contributions and the Canadian Television Fund (CTF),
which is comprised of both federal and broadcaster contributions. From 1998 to 2003, federal/national
funding has dropped from 28.1% (in 1998) to 16.3% (in 2003) of overall funding to film and television
production. This drop of 42% since1998 is largely due to a drop in Telefilm funding which decreased by
over $3M for SFETC projects between 1998 and 2002.

The CTF is a private-public partnership between the federal government’s Department of Canadian
Heritage, as well as revenues from various broadcast distribution undertakings such as cable and satellite
companies. The fund is jointly administered by the CTF and Telefilm Canada.

As a public broadcaster, the CBC is included in the federal/national funding section. CBC involvement in
Saskatchewan is consistently less than 2% of total financing. In 1998 there was a higher portion of
involvement due to the CBC miniseries Revenge of the Land.

Financing accessed through the Canadian Television Fund (CTF) averaged 7.8% of production financing
for Saskatchewan productions and has been stable. As a cultural programming fund, the CTF is only an
option for Saskatchewan productions that reflect a Canadian point of view and are based on Canadian
themes, stories and events.

Telefilm Canada

Established in 1967 to support independent Canadian production, Telefilm is a federal cultural agency,
dedicated to the development and promotion of the Canadian film, television, new media and music
industries. With the objective of building larger audiences for Canadian cultural products, Telefilm acts as
a partner to the private sector. Telefilm invests in diverse productions with wide appeal.

As a cultural investor, Telefilm provides financial assistance and strategic leverage to the industry in
producing high-quality productions that reflect Canadian society, including its cultural diversity, while
having the widest possible distribution in Canada and abroad.

In 2003/2004 Telefilm administered an annual budget of approximately $240M through the following
major funds and programs:

Canada Feature Film Fund ($94M — includes $15M of CTF)

Includes: Development, Production and Marketing Programs ($84.6M); Screenwriting Assistance
Programs ($2.3M); Low Budget Independent Feature Film Assistance Program ($1.7M), Canada
Showcase Program ($2M)

Canadian Television Fund ($230M)

Created in 1996 this fund supports the production and broadcast of high quality, distinctively
Canadian television programs. The result of a private-public partnership, the CTF is financed by
contributions from the federal government, Canadian cable and direct-to-home satellite industries
and Telefilm. The fund is jointly administered by CTF and Telefilm.

Canada New Media Fund ($9M)

Versioning Assistance Fund ($2.3M)

Telefilm also administers official co-productions on behalf of the federal government and offers a Loan
Guarantee Program.
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Saskatchewan receives less than 2% of Telefilm funds spent on Canadian production. Even though
Telefilm spending on regional production has increased, Saskatchewan has not gained from this trend. In
1998 71% of Telefilm funds went to Toronto and Montreal. Funds to these two centers dropped to 59% of
the total by 2002. B.C., Alberta, Manitoba, and Nova Scotia all increased access to Telefilm in this
period, as did Ontario and Quebec for productions outside of Toronto and Montreal. The reasons for this
are probably due to the Telefilm rules, which favour Canadian cultural content, especially feature films
and dramatic television.

Canadian Television Fund

As a cultural programming fund, the CTF supports distinctively Canadian programming in English,
French, and Aboriginal languages; programs that reflect a Canadian point of view and are based on
Canadian themes, stories and events. The role of the CTF is to enhance the creation and broadcast of high
quality, culturally significant Canadian television programming. As such, the success of Saskatchewan
producers in accessing this funding can be seen as an indicator of cultural impact of Saskatchewan
programming.

With a budget close to $250M per year, the CTF provides financial assistance in the genres of children’s
and youth, documentary, variety/performing arts, drama and feature film programming.

The CTF is made up of two complementary programs, the License Fee Program (LFP) and the Equity
Investment Program (EIP). The LFP is administered by the CTF, a private-sector organization, while
Telefilm Canada administers the EIP for the CTF. Efforts are underway to streamline the EIP and the LFP
processes in order to simplify industry access to these funds.

The CTF has high Canadian content requirements. Productions must speak to Canadians about and reflect
Canadian themes and subjects, score full points on the CAVCO scale, underlying rights must be owned
and significantly and meaningfully developed by Canadians and must be shot and set primarily in
Canada.

In 2002/2003, the CTF contributed $269M to film and television production across Canada. 71% of this
funding went to Quebec and Ontario and Saskatchewan’s share was 1.4%. In the February 2003 federal
budget, the federal government announced a reduction of annual funding for the CTF by $25M. In June
2003, the federal government restored $12.5M of the $25M funding reduction by borrowing from the
CTF’s 2004/2005 funding. This would have caused government funding of the CTF in 2004/2005 to be
$37.5M lower than it would have been before the funding reduction was announced. The anticipation of
these reductions has been felt in the national industry and has contributed to the challenges of financing
production in Saskatchewan. Following intense industry advocacy, the federal government restored the
CTF fund in March 2004.

Saskatchewan did well to access 5.4% of funds allocated in the spring 2004 CTF funding decisions, and
received the most of any province for aboriginal programming. Of the total available in the Aboriginal
fund, 23% went to Saskatchewan projects.

Canadian Film or Video Production Tax Credit (CPTC)

This federal tax credit program is jointly administered by Canadian Audio-Visual Certification Office
(CAVCO) of the Department of Canadian Heritage and the Canada Customs and Revenue Agency.
CAVCO co-administers the Canadian Film or Video Production Tax Credit (CPTC) program and the
Film or Video Production Services Tax Credit (PSTC) program. Under the CPTC program, CAVCO
performs two functions: Canadian content recognition; and, establishment of eligible production expense
to qualify for the CPTC.

The CPTC is a refundable tax credit for 25% of eligible labour expenses and capped at 60% of a total
production budget, less other government assistance. This could be up to 15% of total production.
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The aim of the CPTC program is to encourage Canadian programming and to develop an active domestic
production sector. Productions qualifying for this tax credit must have a high degree of Canadian content.

Film or Video Production Services Tax Credit (PSTC)

The PSTC program is a tax credit equal to 16% of eligible labour for services provided to the production
in Canada. This refundable tax credit has no cap on the amount that can be claimed and is available to
taxable Canadian corporations or foreign-owned corporations with permanent establishments in Canada
that are taxable in Canada. There are no Canadian content regulations associated with this tax credit.

Canada Council for the Arts

The Canada Council provides financial assistance to media artists under various programs, including
grants to individual artists to work with media arts as a form of creative expression, research grants,
production grants, travel grants and new media residencies.

The Canada Council allocated $12.3M in media arts funding in 2002/2003 and $464,450 of this went to
Saskatchewan media artists. Most Canada Council funding (78%) went to Quebec, Ontario and B.C.
Saskatchewan received 3.7%, just behind Manitoba (5%) and Alberta (4.6%). The rest of the provinces
and territories received smaller amounts than Saskatchewan.

Canadian International Development Agency (CIDA)

CIDA supports a variety of projects, including television and radio productions. All projects must address
a priority international-development issue, stress the unique contribution made by Canadians in
development nations and target a Canadian market. CIDA can provide from $5,000 to $250,000 in
funding to support a project however, few contributions over $50,000 are made.

The National Film Board of Canada (NFB)

The NFB produces and distributes films designed to interpret Canada to Canadians and other nations. The
NFB participates as a full producer or as a co-producer in the development and production of culturally
relevant Canadian films, videos and multimedia productions with independent Canadian producers. The
NFB supports Canadian documentary and animations projects, as well as new media and alternative
fiction. The NFB offers an Aboriginal Filmmaking Program, a Filmmakers Assistance Program and has
diversity funds earmarked to support the training of filmmakers from various intercultural communities.

6.4 OTHER SOURCES OF FUNDING

Broadcasters

Funding from broadcasters has increased dramatically since 1998 from 10% to 34% of total budgets. This
suggests that Saskatchewan producers are creating work of interest to broadcast markets and that
broadcaster commitments are becoming more critical to the competition of production financing.

The primary trigger to finance Canadian productions is a broadcast licence. With the exception of SCN,
Saskatchewan producers do not have access within the province to a broadcast entity that licenses
productions locally. Virtually all licencing decisions made by national broadcasters are made in either
Toronto or Vancouver. This limited access places Saskatchewan producers in a disadvantaged position.

The CTRC requires Canadian broadcasters to contribute a portion of revenues to Canadian production.
These private funds contributed over $65M to approved projects in 2002. The majority of that was
development and production funding, while more than $1.3M was interim financing through the Rogers
Telefund.

Even so, Saskatchewan producers have managed to increase their access to broadcast funds by 24% since
1998. The number of foreign program buyers and distributors is also increasing.
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Distribution Funding

Revenue from distributors has been stable at about 25% of total financing. Distribution fees include fees
from Saskatchewan producers who have formed their own distribution arms. Providing significant related
party distribution advances can put financial strains on producers and increases their risk position.
Distribution markets available to producers are domestic television, international television, domestic
theatrical, international theatrical and non-theatrical. With some fluctuations from year to year,
Saskatchewan has seen increased distribution advances which suggests that confidence in Saskatchewan
film and television production is increasing. However, some of this increase is due to the number of
Saskatchewan producers who have moved into distribution of their own products, which increases their
own risk in the production.

Other Private Investment Sources

This includes private sponsorships and loans, facility contributions and deferrals. Funding from these
sources decreased from 22.3% in 1998 to 9.6% in 2003. However, producer deferrals are increasing,
reducing the management fee income production companies rely on to support corporate infrastructure.

6.5 STABILITY OF SASKATCHEWAN PRODUCTION COMPANIES

The significant growth experienced by many Saskatchewan production companies has increased the
financial stress on these companies, largely due to the financial structuring of film projects.

Like most Canadian productions, Saskatchewan
projects are financed through a combination of
broadcast pre-licensing, distribution, tax credits and
public funds. Access to public funds requires the
pre-sale of the product prior to its completion,
which in turn decreases the producer’s ability to
earn a return from the distribution or sales revenues
from the market. Very little revenue is earned by
producers following the release of their product into
the marketplace. With production costs rising,
independent Canadian producers are struggling to
make their budgets, let alone a profit. Even if a
project is fully financed, the majority of these
financing sources only flow to the producer once the
project has been completed. The result is that, in
times of growth, because of delays in revenue renegadepress.com is distributed worldwide. Bronson Pelletier
sources, cash flow management becomes a challenge. (Jack) and Ksel)’l.i“ Solo ( Zoey) are leads in this youth oriented
X X X X series — a combination of television and interactive website
Bank financing can be obtained by more established
producers but tends to be costly. As mid-size companies grow, this is the case for most of the mid-size
and larger companies, the debt-load through bridge financing increases and places the companies in
greater financial risk.

Most Saskatchewan production companies earn revenue through management fees earned and
administrative expenses recouped during the development and/or production of projects. For SFETC
productions, producer fees and corporate overhead are calculated at 10% of production costs. In
general, production companies structure production budgets to balance revenue and expense.
Deferrals are used when financing is not sufficient to cover expenses. This can cause producers to
earn insufficient management fees and rely on bridge financing to support overhead through the
course of production. This practice undermines the stability of production companies and limits their
ability to develop new productions.

Profit is generally not made on specific productions. Production companies create single-purpose
companies for each larger project in order to protect the parent company from risk. This practice enables
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the producer to manage the project finances of the single purpose company to achieve a balanced budget,
which results in no corporate taxes paid by these single-purpose companies. Producers survive through
producer fees and hope to make some profit on product sales if a project achieves some market success.
Corporate income tax is paid on parent production company profits. Profit, if realized, is usually used to
develop new product, with little left for corporate infrastructure development.

Producer deferrals are not included as part of the total production cost when calculating the SFETC and
so cannot be used to inflate the production budget to increase inappropriately the level of the tax credit
claimed. SaskFILM will recognize a limited amount of deferred costs in a financial plan when other funds
have not been secured, but these costs are only recognized in the calculation of the final tax credit if they
are actually paid. When deferrals are not paid they remain part of the project financing. This practice of
using deferrals to complete financing structures can overextend the producer’s resources and cause
reliance on the tax credit.

This method of financing Canadian production, combined with limited access to the international
marketplace, has restricted the ability of Canadian producers to succeed from a business point of view.
This is a critical concern at the national level as well as for Saskatchewan production companies.

The recent downturn in the Canadian production industry has left many Canadian producers vulnerable.
Some of the larger Canadian producers such as Alliance/Atlantis Communications are getting out of
production and focusing on distribution instead. The CFTPA, in their 2004 Report, has pointed to the
need to create a tax credit system in Canada that allows production companies to strengthen their
corporate position while pursuing development. Saskatchewan producers are experiencing the same
financial pressures and are advocating for changes that will improve the stability of companies making
them more resilient to market fluctuations and able to invest in future productions.
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7.0 Training and Professional Development

Since 1989, the Saskatchewan Motion Picture Association (SMPIA) has been the lead organization in the
development and implementation of coordinated professional development and training strategy for the
motion picture industry. SMPIA has been involved in the publication of professional development
reports: a “Five Year Plan for Professional Development” (1992) and the follow-up “Second Report:
Implementation Phase” (1995). More recently, a “Needs Assessment for Training and Professional
Development Requirements in the Saskatchewan Film and Video Industry” (1996) was published with the
financial support of Job Start/Future Skills.

In 1999, SMPIA was supported by the Job Start/Future Skills Sector Partnership Workforce Development
Initiative. Four projects were carried out under this initiative including equity projects for women and
First Nation and Métis people, a skills database, and a training prioritization project. The final report
(March 1999), called for the need to address barriers to training and employment in the industry faced by
Aboriginal people and women, and identified the need for ongoing training coordination and career
consultation services. In the mid-90’s, the province supported with the federal government, a
comprehensive film industry training development initiative for Saskatchewan, the Professional
Development Initiative (PDI). Originally developed as a western region initiative to meet the criteria of
the WDI, this program was renewed in 2000 as a Saskatchewan-based program Careers 2000 and later
named Crew Call. While Saskatchewan Learning continues to provide funding for entry-level training
and skills upgrading through the Job Start/Future Skills program, Crew Call was intended to provide a
one-stop career path guidance service for those entering the industry, facilitate cooperation on the training
needs of the industry, and maintain a database of skill personnel available in Saskatchewan.

Crew Call

Crew Call was a five-year project funded through a four-year WEPA agreement from 1999 to 2002 with
the expectation that the fifth and subsequent years would be sustained by the industry. A total of $350,000
was committed; shared equally by the federal and provincial governments. The agreement also included
financial commitments from Job Start/Future Skills, and the Industry (SFPA and SMPIA). The agreement
was signed between SMPIA and WEPA and it committed SMPIA to operate Crew Call as a training
coordination service for the industry. Performance expectations included the development of a skills
database, administration of the film industry Job Start/Future Skills training plans, and maintenance of an
industry-based advisory committee comprised of producers and labour representatives.

From industry discussions held through the course of the review and based on the evidence provided by
SMPIA on the performance of Crew Call, it is apparent that Crew Call has not met the expectations of the
industry. The main concerns relate to the quality of service and inadequacies of the training database to
serve the needs of the various stakeholders involved. There does not seem to be a clear training strategy in
place for the industry that would include benchmarks and targets. The database itself was designed as a
client service with no consideration for the need to include evaluation indicators. The lack of reliable
information on the effectiveness of training programs to date makes it difficult to assess how well these
programs are actually working.

Some factors have contributed to this disappointing performance. Throughout the period of the
agreement, SMPIA experienced changes in personnel and there were periods of time when effective
management of the organization was not maintained. Another factor is the fragmentation of training
coordination roles between SaskFILM, SMPIA (Crew Call), and SIAST. The vision of Crew Call
included STAST handing off aspects of their film training administration to SMPIA, but this has not yet
occurred. When the SFETC was introduced, SaskFILM took on management of the deeming provision
and the training plans that accompany this program but soon handed this portion over to SMPIA to be
coordinated through Crew Call. This move overburdened SMPIA. As SaskFILM must still have a role in
the deeming component, as it is part of the SFETC, this has resulted in considerable inefficiency in the
system as well as placing SMPIA in a very awkward position of administering programs over which it has
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no real authority or control. The industry did not make sufficient contributions to the program to support
the program adequately in the fifth year.

In 2003, SMPIA submitted the “Film and Media Education Saskatchewan (FAME Sask.)” proposal to
WEPA for consideration. FAME is intended to continue the services offered by Crew Call with an
expanded mandate that would include a wider range of production positions and a coordinated approach
to professional development as well as training.

Job Start/Future Skills

This program has contributed over $3M to training in the film industry since 1995. On average, the film
industry accesses $360,000 per year through this program. STAST and Saskatchewan Learning have been
very accommodating to the unique needs of the film industry and have done much to tailor programs to
suit these needs. The industry recognizes the important contribution JSFS has made to the industry over
time and, of course, would like to see this kind of access continue. There is still a need to reduce
administrative inefficiencies between SIAST and Crew Call that should be realized if a coordinated
training service is supported through WEPA.

SIAST Core Film Courses

Since 1998, SIAST has offered introductory courses in Film Set Safety, Set Protocol, Set Crisis
Management and Freelance Business Skills. These four core courses were developed by SIAST with the
assistance of SMPIA and are offered as part of an Applied Certificate Program in Film, Video and New
Media. These are now required courses for IATSE union membership and are encouraged for all film
trainees. These programs are offered as needed on a cost recovery basis and include a 150-hour
mentorship component offered in partnership with the industry.

Deeming Provision

The deeming provision of the SFETC has been used in combination with the Job Start/Future Skills
program, through Human Resource Development Canada, to provide valuable on-set training for both
emerging technicians and experienced crewmembers.

While these programs initially placed emphasis on the development of crew, greater attention is being
given in recent years to the development of above-the-line personnel in drama. Above-the-line personnel
include producers, directors, actors and writers. An increase has also been experienced in the quantity of
Saskatchewan scripts being taken to production. Workshop productions, supported by special programs
such as the SaskFILM Low Budget Feature program and the Winter Initiative program have been a
source of assistance in the development of local creative above-the-line personnel as well as technical
crew and craftspeople.

So far, the industry has focused training strategies on supporting the peaks in production volume. This has
placed emphasis on recruiting entry-level trainees and matching them with mentors on production. It
seems that this approach has merit as it has contributed to the development of the skilled labour base in
the province. However, there has also been a lack of coordination for training, and concerns raised by
labour organizations that training is not focused enough in priority areas or based on individual training
needs. There is also little opportunity for more advanced training and there is some loss of key personnel.
Finally, there is concern that the pressures of film financing motivate training plans more than training
priorities do. While there is recognition that without production, there is no need for training, there still
needs to be a more effective focus on training for those that comprise the core labour base who support a
reliable ongoing level of production.

Industry Contributions to Training

Industry organizations have established a practice of requiring producers to make a financial contribution
to the unions for each deemed position approved by the labour organization. This contribution is used by
the unions to support a variety of training activities, from supporting course fees for individual members,
to offering group workshops, to funding low budget productions where members have opportunity to
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hone their skills. For example, ACTRA Saskatchewan has introduced a training program to assist in the
development of local actors for film and television. The unions representing Saskatchewan technicians,
IATSE and DGC also offer professional development of their membership in part supported by
contributions of Saskatchewan producers who access the deeming provision of the SFETC.

Labour organizations believe that the on-the-job training experiences supported directly by the deeming
provision, need to be combined with other approaches to training to be truly effective. The cost of other
training activity is often less than the cost of on-the-job training. It would be ideal to reduce the number
of deeming claims in favor of having more funds to support training programs directly.

Number of People Trained

Job Start/Future Skills has trained 539 people in 859 instances of training since 1998. Trainees qualified
as unemployed or qualified for retraining. There is some evidence of continued employment for a number
of these people. For example, 10% of those trained through JS/FS later had gained a skill level sufficient
to mentor other trainees.

All professional unions and guilds report increase in membership from individuals trained through these
programs. IATSE 295 approved 50 trainees in 65 situations since 1998 — of these 13 were already
members and nine have become members since; a rate of 18% of those trained reaching professional
status. The DGC reported 46 members have benefited from training programs and 30 advanced to higher
levels because of training.

Retention of Skilled Labour in the Province

SaskFILM has indicated concerns of “out migration” of crew and producers, especially loss of “A” crew.
There is no reliable evidence of a steady out-migration trend, but there was loss of some key
crewmembers from 2000 to 2002 due to low production volumes. Certainly any time production volume
decreases, there will be some loss of crew. These numbers will increase when production volumes rise to
a level that can promise steady work. Steady work will attract expatriates as well as newcomers to
Saskatchewan.

As the production industry is so small, the loss of even one key crew person is keenly felt. This resulted
in a need to import more crew in 2003 and to hire more trainees. IATSE reports that since 1999 the
number of crew imported has risen from 10 to 38, and this is matched by a jump in permitees from 80 to
136. There is an ongoing struggle to develop and keep skilled labour in the province. In 2003, SaskFILM
reports 5 productions were shooting at the same time, requiring a high level of imports, which increased
deeming costs. As production volume is expected to remain stable in 2004, it is expected that more
permitees will become full union members through assistance of training and deeming.

Training Issues Identified

Evaluation responses from labour organizations surveyed reflect some of the complex challenges
involved in training and career development for many of the demanding technical, craft and creative
positions on production. While there is strong anecdotal evidence that the training opportunities have
been critically important to developing skills, there is still a need for better coordination of training and
some opportunity for more trainee-centered and union guided approaches.

The following ideas emerged from industry discussions held during the course of the review and may
help inform future training programs and strategies:

Centralized training coordination services for all skill areas through a single agency based on an
industry partnership is needed

FAME / Crew Call proposes establishing a separate Film Training organization like Manitoba,
however, lower cost options may be centralized through SaskFILM or SMPIA with strong labour
advisory involvement. This would require federal, provincial and industry support. SaskFILM and the
industry are now considering options to better coordinate and centralize training services.
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More opportunity for offset training and individualized training plans

Program funds for offset training, expanded mentorship opportunities and trainee centered learning
as well as capacity to address training needs in targeted areas such as Saskatoon residents and First
Nation and Métis people. Focus on the core local labour base rather than training to fill labour gaps
for large service productions.

Filmmakers fund for local filmmakers or low budget features
To increase creative control opportunities for developing local filmmakers.

Centralized training/labour database

Better tracking of training program effectiveness including a centralized database to track progress
of trainees. A human resource development strategy with identified targets and ability to evaluate
progress.

Reaffirm industry commitment to training

Restructure mechanisms to collect industry contributions and ensure the industry is committed to
making these contributions. Industry contributions can support coordination services as well as a
training development fund for filmmakers fund and workshops.

Adjustments to deeming

The industry recognizes the need control the extent of deeming claims and to ensure a more
coordinated and targeted approach to training supported through the deeming provision. Ideas
include limits on the number of deemed positions allowed on production and release of the direct
link of deemed to trainee positions to allow targeting training in areas of greatest need — to target
shortage in the position held by the trainee — not the deemed mentor.

Reduce administration

By all accounts the level of administration required to process the training programs is excessive.
Coordination of all training through a central agency should address this. Other ideas such as
increasing the tax credit to compensate for removing or limiting the deeming provision would
reduce paper work and help put the focus on training rather that financing.

Continue Set Safety/Protocol course and encourage other training partnerships with SIAST
The value of these programs is acknowledged. In future if the industry continues to grow, the
possibility of other programs, such as a SIAST diploma program for below-the-line skills may be
explored.

Continue Job Start/Future Skills
This has been a very important program for the industry. In future, consideration of how the
program can be used to support higher-level skill development may be explored.

Filing timeline adjustments

The current filing process for JS/FS and the SFETC deeming provision does not allow sufficient
time for evaluation of training plans. Adjustments are needed to allow time for training plan
assessment based on identified needs and longer-term career development and skills upgrading for
existing crew.

Canada-Saskatchewan Production Studios Access
There is an interest in increasing the use of this facility for training and development activities.
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8.0 Conclusions

8.1 POLICY DIRECTION

The main conclusion of this report is that a public policy rationale for film industry support must be
articulated to provide a context for measuring progress and monitoring the effectiveness of the
provincial investment.

A clear policy direction is needed that outlines the rationale for investment in the industry and the
expectations of performance of provincial investments in terms of cultural, economic benefits and returns
to treasury. Given that to achieve these outcomes there are different and sometimes incompatible
mechanisms available, future program and policy choices may need adjustment to achieve the articulated
1nterests.

An evaluation framework for industry investments would take into account the policy direction, and
realistic performance expectations for the industry, with measures and systems in place to monitor key
indictors, which can be established in cooperation with industry stakeholders. This will allow
consideration of future investments to be informed by analysis of relevant information of industry
performance. Industry performance expectations must also take into account current market trends and the
level of investment provided by the province of Saskatchewan relative to other jurisdictions.

8.2 CULTURAL IMPACT

Film production makes a significant cultural contribution to the province through the creation of
cultural products that reflect the identity, diversity and perspectives of Saskatchewan people and that
provide opportunities for expression and development of skilled cultural workers in the province.

It is this cultural imperative that makes the cultural industries so compelling. In the face of overwhelming
mass media largely dominated by American cultural products, governments worldwide invest in their
cultural industries to ensure they have the ability to produce and distribute their own culture, rather than
simply be a consumer of the culture of others.

Despite the fact that the major supports for the film industry have been economic instruments (SFETC,
SaskFILM programs), there has been an increase in the number of cultural products made and more of
these productions are receiving critical attention. The cultural content of productions is evident in the
majority of products made. Saskatchewan productions are making a greater impression with audiences
than they have in the past. There are more Saskatchewan films and television programs being made and
the number of broadcast hours for Saskatchewan programs seems to be increasing in the province, in
Canada and internationally.

The provincial film industry has evolved to the point where now Saskatchewan has the means to tell its
own stories, producing film and television programs that reflect the perspectives, values and experiences
of Saskatchewan people. The sense of pride and affirmation that is felt when people see themselves
reflected in film and television is a recognized benefit although the extent of the impression being made
on Saskatchewan people is not known.

Film, television and multimedia production present opportunities for many people to express their
identity, ideas and perspectives. As a powerful means of cultural expression, there is a growing interest in
media production among artists, First Nation and Métis people and youth. This trend is encouraged as
media production technology is becoming more accessible and interactive. Through media technology,
Saskatchewan people have more capacity to participate in society through the expression of diverse
perspectives and ideas.
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Even though there are significant cultural impacts identified in this report, the mechanisms that
actually focus on cultural impacts are limited.

There is concern that the creative content of production needs better support, either through adjustments
in the design of current programs such as the tax credit, or through added support to programs specifically
intended for cultural development, such as those offered through SaskFILM and SCN. If cultural
objectives are important to the province, more consideration of these objectives is needed in the design of
film incentives.

Increased funds to SaskFILM could support the Filmmakers Program, and/or other development
initiatives and allow more emphasis on the consideration of cultural objectives in providing loans, equity
financing, and access to the sound stage facility. Increased funds to SCN to support development and
broadcast of Saskatchewan programs would also be an effective way to boost cultural impact of the
industry.

Options to improve cultural development support include:

Increase cultural funding through SaskFILM and SCN

Include some basic cultural criteria for SFETC eligibility

Provide direction to SaskFILM with respect to cultural objectives

Implement strategies that ensure First Nation and Métis people and youth have access to
development opportunities

NOTE: Any adjustments to the SFETC require further consultation with industry stakeholders before they are introduced.

8.3 ECONOMIC IMPACTS

Since 1998 the total economic impact of film production in Saskatchewan has been on average $46.9M
per year, and generates 798 full-time equivalent jobs. Of these jobs, 651 are directly created from tax
credit supported production activity.

The film production industry contributes to economic diversification and complements other sectors such
as information technologies, cultural industries, and tourism. The industry attracts investment from
outside the province that is spent in the province on labour and other services. The employment impacts
of film production are high, relative to other industries due to the high labour component and because
film production relies heavily on other supporting industries. The industry provides attractive career
opportunities for young people and helps project an image of Saskatchewan as a place of creativity and
mnovation.

The economic rationale for film industry is weak when examining the industry exclusively from its
contribution to GDP and jobs. However, if one broadens the definition of economic impact to include
the impact of the industry on overall diversification and the contribution the industry makes to the
sense of vibrancy and attractiveness of the province, it becomes more compelling.

The cost of job creation in the industry through the SFETC is high compared to other sectors ($8,095 per
job based on an annual salary of $35,000). At the same time, the industry, despite its small size, receives a
great deal of media attention nationally and internationally. These media stories have a positive impact on
the attractiveness of the province to young people and to businesses.

Economic returns are directly related to local production capacity.

The contributions to the Saskatchewan economy depend on the portion of the production budget that is
spent in Saskatchewan on resident labour and local goods and services. On average, approximately 63%
of total production is spent in the province. However, when there is more production volume than local
capacity to support that level of production, there is more need to import labour, goods and services. This
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means that, in years of higher production volumes, the percentage of Saskatchewan spending declines.
The total economic impact will increase, but that total will be a declining percentage of overall production
volumes. For example, where local capacity is insufficient, imported labour can be supported by the
SFETC (through the deeming provision). This increases the cost of the tax credit without increasing the
returns to the province that are gained through Saskatchewan spending. As a result, the current trend of
industry growth shows diminishing returns to the province because of the limited production capacity of
the Saskatchewan industry.

The industry has grown in Saskatchewan even in the context of a downturn in the national and
international industry.

With improving global industry trends and assuming provincial financing incentives remain in place, the
Saskatchewan industry may continue to grow at a rate of perhaps $5M per year. As the industry
continues to grow, the production capacity will also develop, and in time, the rate of return will improve
as a greater portion of production budgets will be spent in the province.

Options to improve economic impact of SFETC productions include:

e Limit the waiver of residency (deeming provision) to cap the total value of deemed positions per
production (e.g. 20% of total eligible labour).

e Reduce the deeming provision limit on the value allowed per position (currently the limit is
$150,000 per position; the SFPA has suggested a reduction to $125,000 would be acceptable).
Add a minimum number of Saskatchewan shooting days to be eligible for SFETC.
Adjust the rural bonus credit to equal 5% of a project’s total eligible labour rather than of a
project’s total cost.

NOTE: Any adjustments to the SFETC require further consultation with industry stakeholders before they are introduced.

8.4 NET RETURNS TO GOVERNMENT

On an average annual basis, the net cost to government, considering both increased tax impacts from
total industry activity and SFETC investment, is close to zero.

Over the six years, the SFETC has been in place, the program paid out $31.63M in tax credits.
Economic activity stimulated by SFETC supported productions generated $28.86M in provincial tax
revenues. Based on SFETC productions alone, the net cost to government over the six years of the
SFECT program has been $2.77M or an average net cost of $0.46M per year. When the value of the
total industry contribution to the economy is considered, the net return to government is positive, at
$0.6M annually.

Increased reliance on the SFETC.

In general, the SFETC funding has been increasing as a percentage of the total production volume.
Producers are making more efficient use of the SFETC. The use of the deeming provision increases
when there is more production volume than local capacity to support that level of production. Because
of recent growth in film production volumes, local capacity is stretched and the deeming provision has
become an important tool for expanding volumes and production capacity. This trend will continue
unless adjustments are made to limit peaks in production that greatly exceed local production capacity.
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8.5 STATUS OF THE INDUSTRY

Provincial incentives have resulted in strong industry growth.

The industry has grown from $5.4M in production activity in 1990 to $47M in 2003. This growth is
directly related to the introduction of provincial investment and incentives. The rate of growth peaked
in 1998 reaching $52.2M, a 100% increase in production from the previous year. This unprecedented
growth coincided with the introduction of the SFETC program. 2003 has been the best year since 1998
with $47M anticipated. The film industry is growing and has potential to continue growing if
provincial investments are maintained.

Industry trends are improving.

The industry is now well established, involving many creative, determined people who have worked
hard to build an industry in the province. This growth of the provincial industry was achieved during
an unexpected downturn in the national and global film and television industry. It is now tougher for
Saskatchewan producers to obtain financing due to recent national funding cuts but the situation is
stabilizing with the restoration of the Canadian Television Fund (CTF). Saskatchewan producers are
improving access to national funds and world television markets.

Fluctuations in production volume are inevitable.

Peaks in production volume will occur when one or more large production occurs in one season.
There is a base of reliable core activity of approximately $25M per year plus an average of $14M in
large productions that vary greatly from year to year. The design and budgeting of film incentives
need to recognize that fluctuations are inevitable. Encouragement of series production and focus on
stabilization of the core industry will help minimize negative impacts of fluctuations in the industry.

Production companies show growth trends.

The number and size of Saskatchewan production companies has increased since 1997; these
companies employ more people and produce a larger number of projects annually than they did before
the provincial tax credit program was introduced. Saskatchewan producers have increased the number
of broadcaster and distributor relationships, enabling Saskatchewan productions to be seen more
widely at home and around the world. Mid-size producers are experiencing the most rapid growth.

Growth is creating financing challenges for Saskatchewan production companies.

The nature of Canadian production financing is such that production companies have difficulty
developing stable corporate infrastructure. In Saskatchewan, many mid-size production companies are
experiencing cash flow difficulties due to rapid growth. Companies with established records of
accomplishment have access to financing but this can be costly and is provided through out-of-
province service providers. The lack of equity financing in Saskatchewan limits the potential for
recoupment. The industry has proposed adjustments to the SFETC program to allow an interim
payment. This would relieve the stress on cash flow considerably. The industry has also proposed an
advance tax credit program that would create an ongoing equity fund for Saskatchewan production
through the interest fees collected on interim financing against the SFETC. The film industry
demands a high level of business skills, especially in areas of financial management and marketing.
While some established producers may not require business skills training, most would benefit from
increased business skills training. Younger producers and emerging companies would especially
benefit from this service.
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Saskatchewan’s tax credit program is effective but becoming less competitive as other provinces
increase support.

Since it was introduced in 1998, Saskatchewan’s tax credit has been very competitive with other
provinces; offering the best deeming and rural bonus plus a competitive basic credit. The strong tax
credit compensated to some extent for the lack of equity investment. In April 2004, Manitoba
announced enhanced tax credit incentives and it is likely that in time other jurisdictions will follow.
This will make it more difficult for Saskatchewan to compete with other provinces for production. The
quality of the Soundstage facility, the skilled labour base, and the film commission services are all
factors in attracting production to Saskatchewan. Even though the SFETC may become less effective
at increasing production levels, it can still support a modest rate of growth that is in step with local
production capacity to support.

Saskatchewan is not competitive in terms of equity financing.

The lack of equity financing is the main element limiting the competitiveness of Saskatchewan relative
to other provinces. Equity financing would improve Saskatchewan’s position as an investor in projects
and encourage the creation of projects that have high economic and/or cultural significance. The
industry has proposed a program, which would provide interim financing to producers on the SFETC
commitments, and create a revenue stream to support increased equity financing for SaskFILM. The
revenue would be raised from producers through financing service fees that would otherwise go to
financial institutions. The proposed SFETC Advance Payment Program or other strategies to address
this issue warrant further consideration in cooperation with industry representatives if there is an
interest in supporting this rate of production growth.

Marketing and distribution is improving but remains an ongoing challenge.

Canadian film and television has challenges in reaching domestic and foreign markets due to the
relatively diminutive size of Canadian marketing budgets and the lack of access to distribution
channels. For Saskatchewan, there has been progress in recent years as shown by increased
broadcaster and distributor relationships; however, it remains a concern that productions are often
made but not as widely seen. The role of SCN in this regard is critically important; in terms of both
reaching Saskatchewan audiences and facilitating broadcaster relationships that can bring
Saskatchewan productions to wider audiences.

Saskatchewan has some disadvantages as a film location.

SaskFILM identifies the main considerations in choosing a film location are extent of competitive
financing available; appropriate locations and facilities; access to skilled labour; and proximity to
larger service centers.

The advantage of filming in Canada for offshore/foreign (usually American) producers is realized
through low exchange rates, tax incentives, competitive labour costs, available crew, equity
investment and sufficient facilities to house these productions. While Saskatchewan is competitive on
most fronts, there are disadvantages to filming in Saskatchewan that will continue to limit the
competitive position of the industry. A film investment strategy that builds on the strengths of the
local industry may not be as competitive in attracting foreign production but will be able to attract
some production that has sufficient cultural and economic benefits to the province to warrant
provincial investment.

The current SFETC is not specifically designed to attract foreign production; only Saskatchewan
producers are eligible to apply for the SFETC. Foreign production occurs in the province by access to the
SFETC through a Saskatchewan company. SaskFILM reports that major studios are not willing to place
themselves in a position of risk by going through a Saskatchewan producer. This limits the prospects of
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Saskatchewan as a film location for foreign production. Saskatchewan producers and labour organizations
tend to support the current SFETC eligibility rule as it allows the focus of the SFETC to be on building
the indigenous production industry. Given the net cost to government will be high on large productions
unless there is sufficient local production capacity to support the large production, it is likely premature to
open the SFETC program to foreign production.

With the establishment of the Canada-Saskatchewan Production Studios, Regina and area has emerged as
the production centre of the province. The rural bonus can make locations outside of the Regina area more
attractive with the exception of Saskatoon. Depending on the public interest, consideration of a revised
bonus that rewards cultural and/or regional development may be of value.

8.6 PROVINCIAL PROGRAMS AND INCENTIVES

SaskFILM
While SaskFILM choices have been within the general framework of a balanced approach to
industry development, if there is an interest in improving attention to cultural objectives, direction
Jrom the province is needed with clear statements of what impacts the agency is intended to
produce.

An increase in the amount available to SaskFILM for development programs and equity investments
would likely increase the impact of provincial investment in production, even if it is offset by a
reduction in the cost of the SFETC.

Realistic industry performance expectations that reflect the level of investment the province is making
in the industry within a clear policy framework, will inform SaskFILM program priorities and
strategic development approach.

SCN
SCN has re-defined the direction of the network to include more Saskatchewan and prairie-focused
programming.

This has lead to an increase in the number of Saskatchewan productions supported by the network.
SCN is considered a crucial component for the Saskatchewan film and television industry due to its
ability to license projects for broadcast. An increase to the amount available to SCN in license fees,
even if offset by a reduction in the cost of the SFETC, would likely increase the cultural impact of the
provincial investment in productions and encourage more Saskatchewan stories to be produced for
television audiences.

Saskatchewan Film Employment Tax Credit (SFETC)
The SFETC was designed to increase industry production levels and it has clearly been effective in
this respect.

Production levels jumped 100% to $52.2M the first year the SFETC was introduced and the six-year
average has been $39M. It is reasonable to expect that this growth trend will continue provided the
SFETC remains in place.

The SFETC funding has been increasing as a percentage of the total production volume.

This trend will continue unless adjustments are made to limit the extent of deeming allowed on a given
production. The current tax credit program leaves the province vulnerable to obligations to support
foreign productions that many have low economic and cultural benefits to the province. Other
adjustments may also be considered to maximize the cultural and economic benefits of SFETC
productions to the province. Any adjustments to the SFETC require further consultation with industry
stakeholders before they are introduced.
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The cost of the SFETC cannot be contained as the program is designed to respond to industry
growth, however, the program could be better managed to keep the costs within a realistic budget
projection based on anticipated industry growth.

The Departments of Finance and Culture, Youth and Recreation track the costs of the SFETC
differently. The Department of Finance accounts for the cost of the program when the tax credit is
claimed. Amounts committed that have not yet been claimed are not recognized in budget projections.
At any given time, there may be $10M in payment pending for productions that already occurred.
Adjustments to reporting practices between the two departments would ensure the status of SFETC
commitments is understood.

Because the SFETC program is not as competitive as it once was, it may not be as effective at
increasing production levels, but it is still a good program that will continue to support indigenous
production and encourage a modest rate of growth.

If the tax credit is maintained without a cap on the basic credit offered, the growth of the industry will
be supported. Managed growth that is in step with increased local production capacity is most
effective in maximizing benefits to the province.

The rural bonus is not achieving intended results as much as it has been effective in encouraging
the development of Regina and area as a production centre.

Even though Regina and surrounding communities have been the greatest beneficiaries of the rural
bonus, the rural bonus still makes the use of unique locations throughout the province more feasible.
The rural bonus helps compensate for the added costs of using a unique location that is away from a
major production centre. Saskatoon has fewer advantages of Regina as a production centre, which
makes shooting in Saskatoon more costly. Extending the rural bonus to include Saskatoon would make
Saskatoon at least as attractive as other potential production locations.

Allowing an interim tax credit filing to support growth would help stabilize Saskatchewan
production companies.

The most critical challenge facing Saskatchewan production companies is managing the cost of
increased production. The tax credit is refundable and projects are structured so that the credit is
invariably paid out. Producers often bridge finance the cost of production until the tax credit is
received. This weakens the corporate stability of the production company. An adjustment in the filing
deadline to allow an interim filing consistent with the current regulations under the Federal tax credit
program would help alleviate this problem. Given the above, adjustments to improve effectiveness of
the SFETC in addition to those noted for consideration of cultural and economic impact, are:
e Require a preliminary application filing for deeming requests in addition to the final deeming
training plan.
e Reconsider intent of rural bonus — depending on the public interest, consideration of a revised
bonus that rewards cultural and/or regional development may be of value.

Canada-Saskatchewan Production Studios
The Soundstage is well utilized by the production industry and is a long-term investment in
infrastructure necessary to make Saskatchewan a viable production centre.

The production facility opened in the fall of 2002 after the peak production season and had a slow
start. The facility was well used in the 2003 production season and SaskFILM reported that the facility
is now fully booked between May and October 2004. Projected rental revenues are on target and
sufficient to cover the operational cost of the facility.
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The Soundstage business plan requires a level of production that can only be achievable through
the growth of the SFETC.

The Soundstage business plan projects the facility will earn enough revenue not only to cover
operational costs but also to pay back the loan to SPMC in just seven years. The industry volume
would need to double to meet the revenue targets projected in this plan. This may not be desirable
even if this ambitious production target was met, as the draw on the SFETC program to support that
level of production would have to increase dramatically. As the local production capacity is currently
insufficient to support that level of production, the net return to the province would also be negative.
While such growth projections are ambitious, the current environment suggests that they are
achievable as long as investment through the SFETC continues at the current level.

If government considers options to limit the SFETC, then an adjusted loan repayment schedule based
on realistic and manageable production volumes will be necessary. This would relieve SaskFILM of
considerable pressure to earn revenue from the facility by encouraging higher production volume
regardless of other considerations.

A longer debt repayment plan with SPMC based on reliable industry volume projections would also
allow the production facility to be more available to local low budget and indigenous production.

Training Programs and Incentives
The maintenance of current programs is important to the industry and will be necessary to support
continued development of local production capacity in step with growth in production.

There are complex challenges inherent in training and career development for many of the demanding
technical, craft and creative positions on production. In addition, the fluctuations in the industry
volume from year to year present an added ongoing challenge. While there is evidence that the
training opportunities offered through Job Start/Future Skills and the SFETC deeming provision have
been critically important to developing skills needed to support the growing industry, it is also clear
that training coordination and planning to date has been less than effective.

Plans to address training issues require further consideration by the industry and the onus is on the
industry itself to make a case for a sustainable training plan when making a case for public funding
support.

Rather than make specific recommendations with respect to the current industry proposal to the
WEPA program, or for changes to specific programs, this review serves to inform those involved in
decision-making with respect to film industry training programs.

There is clearly a need for an ongoing, coordinated and accountable approach to training for all
skill areas, including attention to producer business skills and other above-the-line positions.

Coordination through one agency would allow improvements in effectiveness and efficiency.

Any potential support by government should be on condition that the industry proposal includes the
Jfollowing elements:
e Consolidation of all industry-based film training programs and services within SaskFILM and
assignment of the film industry training coordinator role to the film agency.
e An accountable governance structure for the training program within SaskFILM that includes
a partnership between labour and producer interests.
e  Assurance that the industry has commitment and capability to support the industry share of
costs and that there is a clear mechanism in place to collect the industry contributions to the
program.
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e A clear evaluation framework for the program that includes realistic performance
expectations, measurable targets and systems in place to track key indicators.

There is a need for a comprehensive human resource development plan for the industry that is
focused on the core local skill based and reliable production levels rather than focused on meeting
the needs of peak production levels.

The industry will rely on partnerships with government and others to support aspects of this strategy
but there must also be a clear commitment from the industry to support a sustainable training program
for the long term.

Any potential support by government should consider the following elements:

e Identification of training priorities based on reliable production levels rather than peak
production levels.

e Labour-driven rather than producer-driven strategies. This means strategies that are based on
identified skill development priorities, rather than training strategies designed to meet the
convenience of specific productions.

e Industry partnerships to support flexible approaches to training to compliment on-the-job
training offered through Job Start/Future Skills and the tax credit. Alternative training activity
may include offset mentorship, workshops and funds for low-budget drama productions.
Partnerships to address special training require specific groups such as Saskatoon-based and
Aboriginal initiatives. To date this kind of activity has been supported by the industry through
a voluntary levy on deemed labour.

Continued partnership with Job Start/Future Skills and SIAST to deliver industry courses.
Adjustment to the training plan submission process to allow for the submission of a
preliminary training plan in advance of the full training plan submission. A preliminary plan
will allow more time for the effective review and development of training plans in advance of
the production start date.

Training Program Coordination

There is overlap of roles and inefficiencies in the coordination of training programs. This includes
administration of the SFETC deeming provision, Job Start/Future Skills, industry based training, and
Crew Call. As a result, the provincial investments in training programs have not been as effective as
they might have been. It is also very difficult to assess the effectiveness of these programs due to the
lack of reliable data. The training coordination of training programs should be streamlined through one
agency with meaningful involvement of labour and producer groups. As SaskFILM has responsibility
to administer the SFETC this report concludes that SaskFILM is in the best position to take over the
training coordination role from SMPIA/Crew Call. The industry and SaskFILM are in the process of
considering restructuring options that will better support coordinated and centralized training services.

8.7 ADMINISTRATIVE ROLES AND RESPONSIBILITIES

The Department of Culture, Youth and Recreation (CYR) is in the best position to be the lead
department for the cultural industries, including the film industry.

As a cultural industry the film industry has both creative and business components, however, the cultural
aspects make the industry unique from other sectors and provide competing rationale for public
investment. On the national level, the sector is governed through the Department of Canadian Heritage
along with other cultural industries. There are advantages to keeping the responsibility for cultural
industries together in one provincial department.
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An interdepartmental coordinating team will increase integration and coordination of planning and
policy for the film industry.

This approach has been carried out informally for a number of years. This team would include Culture
Youth and Recreation, Industry and Resources, Investment Saskatchewan, Finance and Learning. A more
formalized structure will signal to the industry stakeholders that a coordinated government approach is in
place with respect to film industry considerations.

Further study is needed to support informed decision-making and strategic development of the film
industry in Saskatchewan.

A key role for the lead provincial department is the monitoring of effectiveness informing policy direction
with respect to investments in the film industry. This review was the first comprehensive study of the
industry conducted by the province since 1997. Even though the scope of the review was quite broad it
largely relied on available data and there was limited opportunity for stakeholder input.

The following areas were identified for further study:

Commercial and service production industry

Multimedia/new media production industry

Saskatoon production industry and development strategies

First Nation and Métis involvement in the industry and media arts and development strategies
Production sector income and tax impact in Saskatchewan

8.8 Future Sustainability

The industry cannot be sustainable without direct government support.

This is the nature of the industry worldwide. The rationale for investment is based on the economic and
cultural benefits that accrue to the province because of the ongoing investment in the industry and the
evidence that shows that these benefits are achieved with minimal impact on treasury. The SFETC,
SaskFILM, SCN, and other programs accessed by the industry all contribute to the sustainability of the
industry.

With current incentives in place, we can reasonably expect to see continued growth. Any adjustments
to those incentives will have an impact on the rate of that growth.

The core industry can realistically be expected to grow at about $5M per year. Even though some
incremental growth is anticipated in the core industry, there will continue to be fluctuations from year to
year depending on the number of large productions that occur. Government can accept these fluctuations
in volumes and therefore accept that this will result in fluctuations in the SFETC expenditure. Another
option for government would be to consider the following options. Encouragement of series production
and focus on stabilization of the core industry will help minimize fluctuations in the industry.

If both economic and cultural benefits of the industry are important to the province, current incentives
can be managed or redesigned to maximize these benefits and maintain minimal impact on treasury.

The SFETC is an effective mechanism for film financing of Saskatchewan productions. However, some
limits on the tax credit program offset by an increase in equity financing and SCN license fees would
allow more influence and competitive advantage in attracting production investment to the province for
indigenous production that has high cultural and economic value to the province.
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In the short to medium term, only growth that is in step with the local capacity to service that growth is
of value to the provincial treasury, contribution to GDP and jobs for Saskatchewan residents.

For maximum return on investment, there must be a high level of Saskatchewan spend on productions. In
peak production periods, the capacity of the local industry and support services base is exhausted, and an
increase in imported labour and other services occurs. The current tax credit program is designed to
support growth at all cost and does not sufficiently protect the province from supporting projects that
have a low return or benefit to the province. As the SFETC funding is increasing as a percentage of the
total production volume, there is trend of diminishing returns. Adjustments to film incentives can be
considered that will slow growth and increase the rate of Saskatchewan spending. This will also reduce
cost of the tax credit and maximize return on investments for the province.

In the long-term, strong growth now, sustained by incentives to expand capacity, may allow the
province’s film industry to become well established and be more sustainable down the road.

On a year-to-year basis, the cost benefit of Saskatchewan investment in the film, in particular through the
SFETC, suggests that fast growth results in a decline in benefit to the provincial treasury. However, if one
takes a longer view, fast growth and the use of the deeming provision of the SFETC to support that
growth, is one of the most effective ways to quickly build capacity. At some point, the growth curve
should level off and the return on investment will be positive once more. Such a strategy would allow the
local industry to capitalize on recent successes such as Corner Gas and build a national and international
reputation for film production.

An industry development strategy that places priority on development of a stable indigenous industry
may be most appropriate for Saskatchewan.

This can be combined with high quality location and production services for those productions that bring
sufficient cultural and economic benefits to the province to warrant provincial investment. In terms of
Interprovincial competitiveness, Saskatchewan has some competitive disadvantages in attracting
production to the province compared to other provinces. In time, Saskatchewan will likely become even
less competitive compared to other jurisdictions and this will surely limit the growth potential of the
industry in the province. Recognizing these limits, film incentives need to be adjusted to support
maintenance of a stable core industry rather than competition for service production. To focus on the
development of a stable core indigenous industry, cultural and economic benefits can be significant, even
though production volume will not be as high as provinces that make larger investments to attract foreign
production.

Provision of high quality location and production services can be offered along with financing to
foreign productions that can demonstrate cultural and economic benefits to Saskatchewan.

Productions that do not offer these benefits are of dubious value to Saskatchewan and adjustments can be
made to the tax credit program to limit access of production that is not of sufficient value to the province
to warrant investment. It should be noted that, because of the structure of the SFETC, any foreign
production requires local participation both at the producer level and at the crew level. Therefore, while
the direct economic and cultural benefits of such productions for Saskatchewan are somewhat dubious,
they do provide local producers and the film labour force with financial opportunities. These financial
opportunities are essential to maintaining an adequate labour force and infrastructure so that, when high
value productions do come along, we are able to capitalize on them.
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8.9 Risks to Government Investment

The immediate challenges facing the industry that present risks to government investments are outlined

below with strategic considerations:

Risk

Strategic Considerations

Fluctuations in industry production
volume undermine the ability to
build sustainable production
capacity. Training occurs to meet
high-end demand and then, as
demand declines, new trainees do not
find ongoing opportunities.

Government can choose to accept large fluctuations in production volumes
and the impact that this has on financial and labour force planning. The
benefit of this direction is that, when large scale, high profile opportunities
come along (e.g. Tideland directed by Terry Gilliam), the province is able
to capitalize on them and use them to promote the province.

Alternatively, government can choose to strategically manage the growth of
the industry by adjusting programs to reward indigenous production,
managed labour force development (including appropriate career
development). This would mean that many high profile foreign productions
would not come to the province, but there would be continued manageable
growth of the core industry. This option maximizes the economic benefits to
the province and the provincial treasury.

Financial management challenges
caused by rapid growth of many mid-
sized production companies.

An advance credit program would help producers support rapid growth.
However, a slower growth rate would reduce the need for cash flow
management support.

Increased competitiveness of other
provinces to attract investment and
production.

Saskatchewan’s film investment strategy must be based on expected results.
If the province wishes to continue to grow the industry, comparison to other
jurisdictions will be inevitable.

Even in an environment where the strategic objective is managed growth
and a strengthening of indigenous production comparisons with other
jurisdictions are inevitable. All of the medium to large producers in the
province work in multiple jurisdictions and will take projects to locations
where they are best supported.

Saskatchewan is currently doing well because its tax credit program is
strong enough to compete and to offset some of the disadvantages to
undertaking film production here. If this environment changes significantly,
film production will follow the money.
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9.0 Policy Direction and Government Options

9.1 POLICY DIRECTION

It is not the intention of this review to outline a development strategy for the industry. The industry is
responsible for setting its own direction and this is being done through SMPIA, the SFPA and other
industry stakeholders including the REDA film cluster initiative. This review is focused on the role of
government with respect to industry support initiatives. The decisions of government with respect to the
sector are informed by the conclusions that have been identified in the course of this review.

Consideration of future sustainability and program options include consideration of the value of
investments from four perspectives:

1. Fiscal Impact:
e Increased net revenues for the provincial treasury.

2. Economic Impact and Development:
e Growth in jobs and GDP against cost of investment.
e Economic diversity and confidence through growth in new industry, diversity in the
economy, increased confidence due to the positive profile of the industry.

3. Cultural Impact and Development:

e Cultural impression: increase in cultural identity and affirmation of Saskatchewan people
through growth in opportunities for Saskatchewan stories, images and perspectives to be
seen by Saskatchewan and global audiences.

e Cultural expression: increase in opportunities for the creation of cultural products that
reflect Saskatchewan stories, images and perspectives.

e Growth in the cultural industries: increase in cultural career opportunities, market success
and diversification of cultural products.

e  Cultural diversity: cultural development opportunities and products reflect the diversity of
Saskatchewan people.

4. Youth Attraction and Retention:

e The average age of the film labour force is approximately 30. The jobs are attractive to
young people and, even though the labour force is relatively small, the nature and structure
of film work (itinerant, casual, periodic) provides the potential of employment to large
numbers. The opportunity for periodic work in the industry may be attractive enough on its
own to have an impact.

A single film policy perspective shared across government will help ensure that the performance of the
industry is assessed from all four perspectives, and that realistic performance expectations are outlined
based on specified priorities or on an appropriate balance of these interests considered appropriate by
government and by the level of government investment involved.

9.2 PROJECTIONS FOR FUTURE SUSTAINABILITY

As in other provinces, Saskatchewan’s film industry depends on ongoing provincial investment to remain
viable. To date, the province has been supportive of the unique development needs of the industry.

After over fifteen years of strategic development, the essential ingredients of a sustainable film industry
in Saskatchewan are in place. Overall, Saskatchewan is fairly well positioned to support production and it
is likely that the current incentives will result in continued growth in the industry. Any changes to the
supports will affect growth.
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The SFETC is critical to the maintenance of the film industry in Saskatchewan. Without this reliable
source of financing, most of the film and television program production would be lost to other provinces
or would not be produced. It is anticipated that if direct provincial investment in the industry ceased, the
industry would immediately drop to $10M or less and would continue to decline in subsequent years. The
cultural and economic benefits that are derived from the industry would be lost, as would the industry
infrastructure and production capacity that has taken over 15 years to build.

Fluctuations in production volumes due to the presence or absence of large-scale foreign service
productions aside, it is realistic to anticipate that the core industry will grow at a rate of approximately
$5M per year from its current base of about $30M. Table 21 below provides an assessment of the impact
of this growth on the SFETC. Fluctuations over these amounts due to the presence of large foreign
productions would add to the cost of the SFETC.

Table 21. Projected SFETC Program Costs with steady growth of $5M per year

2004 2005 2006 2007 2008 Average
SFETC Production 30M 35M 40M 45M 50M 40M
Cost of SFETC (@15%) 4.5M 5.25M 6M 6.75M 7.5M 6M

The net cost to government of this rate of indigenous growth would be close to because of the return on
investment through tax revenues. It is the additional cost of servicing large, high profile foreign
production that negatively affects government’s return on investment. .

While growth in the province’s film industry has been steadily positive over the last two years, it is still
too early to determine that this is a firm trend. Unless there are changes to the SFETC that make the
program less attractive to foreign productions, considerable fluctuation is likely to continue to occur from
year to year. For instance, Tideland, anticipated in 2004/2005, is a $20M project that may draw $3M in
provincial tax credits. A project of a similar size and scale may not appear for another two or three years.
The current program is designed to be responsive to these kinds of opportunities as they arise.
Fluctuations will cause higher draw on the SFETC in peak production years.
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Glossary of Terms

Term

Description

Above-the-line/below-the-line

Above the line and below the line are terms that relate to the film production
budget. Positions that are above the line in a production budget are all producer
positions; writers; directors; star performers (other actors are below the line).
Below the line includes all other production expenses.

ACTRA Alliance of Canadian Cinema, Television and Radio Artists (ACTRA) - a national
organization of 18,000 Canadian performers working in the English-language
recorded media: film, television, video and all other recorded media. There are 10
ACTRA Branches in Canada including ACTRA-Saskatchewan.

CAVCO Canadian Audio Visual Certification Office (CAVCO) is the federal office

responsible for approving the eligibility of production to qualify for the federal tax
credit. This includes Canadian content recognition and establishment of eligible
expenses.

Cultural Industries

Cultural industries involve the production of cultural products for market. All
cultural industries rely on a combination of creative and business ability. In
Saskatchewan, this term generally refers to the industries of book publishing,
crafts and visual arts, film and video, and music and sound recording.

Deferrals/Producer Deferrals

Deferrals are sometimes used when insufficient financing has been secured from
other sources. This involves the producer, or others working on the production,
committing to cover the shortfall in costs by deferring their fees, so that the
project can proceed. The required financing may be raised later and the deferrals
are then paid out. If this occurs, they are no longer recorded as deferrals. Project
investors and funders may accept some amount of deferrals as part of the project
financing plan, however, the value of deferrals are not included in the calculation
of tax credits unless they are paid out within a specified timeframe.

DGC

Directors Guild of Canada (DGC) is a national labour organization that represents
key creative and logistical personnel in the film and television industry.
Saskatchewan is one of seven district councils across the country.

Film Industry/Motion Picture
Industry

Except where specifically noted, the generic term “film industry” or “motion
picture industry” is used throughout this report to refer to the whole sector of film,
video, television and new media production.

Foreign Production
Service Production
Off-shore Production

Generally refers to productions initiated by non-Saskatchewan producers that
make use of Saskatchewan as a production location. In Saskatchewan this usually
occurs through partnership with a Saskatchewan producer in order to access the
provincial tax credit. Some provinces offer a lower tax credit rate for foreign
production.

IATSE

International Alliance of Theatrical Stage Employees, Moving Picture
Technicians, Artists and Allied Crafts of the United States, its Territories and
Canada. (IATSE) With a membership of over 104,000 members, IATSE is the
largest labour union in the entertainment and related industries and was formed
more than a century ago. Active chapters in Saskatchewan are IATSE 295,
Regina; IATSE 300, Saskatoon (mixed locals representing Stage, Projection and
Film Production members), also IATSE 669, Vancouver (represents Camera
Department members throughout the Western Canada region).
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Glossary of Terms

Term

Description

Indigenous production

Generally refers to domestic production in contrast to foreign or service
production. An indigenous production industry generates film and television made
in Saskatchewan by Saskatchewan people, and tends to reflect Saskatchewan
content and perspectives. The project tends to originate in the province and
involves key personnel in creative positions during the development stage.

Media Arts

Media arts refer to film, video, new media, and audio artworks; new media, a
more specific term, refers to interactive technology-based arts. Examples of media
art projects include experimental films and videos, interactive multimedia
installations, audio CD soundscapes, and personal documentaries. Media art
projects are generally artist-driven, meaning that the artist initiates the project and
maintains complete creative and editorial control over the work.

Motion Picture

Used in this report to refer to a broad range of media production including film,
video, and multimedia.

New Media/Multimedia

The terms “new media” and “multimedia” are often used interchangeably to refer
to the convergence of computer mediated multi-sensory experience of audio, text,
motion picture, graphic and visual images that are used to convey content for
information, cultural or entertainment purposes. New media refers to many
different forms of electronic communication that are made possible using
computer technology.

The term generally relates to interactive media and is distinct from “old” media
forms, such as print newspapers and magazines that are static representations of
text and graphics, and more traditional motion picture media of film and video
that do not change once they are created. Today, films and videos frequently
incorporate computer-based and interactive technologies and make use of new
media forms such as web sites to compliment traditional forms of audience
development and marketing. Examples of new interactive media are: websites and
web advertising, chat rooms, on-line communities, email, DVD and CD-Rom
media, and virtual reality technologies.

Production Volume

Production volume is measured by total production costs for projects shot in a
given year. For Saskatchewan production it is generally represented in $millions.

Refundable Tax Credit

Generally, tax credits are deductions from taxes paid or taxes owing. In the case of
arefundable tax credit, it is not necessary that the tax credit be applied against
taxes paid or owing. The full value of the tax credit is refunded to the applicant
even when the applicant has paid no income taxes.

SFETC

Refers to the Saskatchewan film employment tax credit program.

SNMDA

Saskatchewan New Media Developers Association (SNMDA). Represents eight
new media companies in Saskatchewan.
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