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1. INTRODUCTION

The following report expands on the information on economic indicators contained in the
report, Getting Real 2, Volume 2, 2004. Thisinformation should be viewed asthefirst stepin
developing a more comprehensive overview on the economic performance of Canadian
documentaries. The analysis relied on documentary programming financially supported by
the National Film Board (NFB) and Telefilm Canada, which is not representative of the larger
population of documentary programming. In order to provide a comprehensive portrait of the

economic hedlth of Canadian documentaries, information from broadcasters, distributors,
sales agents and other financiers would need to be included.

The analysis provided in this report is part of a larger review being undertaken by the
Canadian Television Fund (CTF), Telefilm Canada and the National Film Board of Canada
(NFB) on the state of documentary production in Canada.

1.1. Background on the Study

In April 2004, the National Film Board and Telefilm Canada held a Documentary Policy
Summit to discuss issues regarding the financing and funding, and policy framework for
documentary production in Canada. A study commissioned for the Documentary
Organization of Canada (DOC) entitled Getting Real 2 was used to inform the discussion.
Therewas consensus that there were knowledge gaps and more research was necessary.

In June 2004, Telefilm Canada , the NFB and the Canadian Television Fund convened a
follow-up meeting in Banff, inviting representatives of producer organizations (APFTQ,
CFTPA, DOC, Observatoire du documentaire), broadcasters (CBC, CAB- represented by
Astral), and other organizations involved in documentaries (Canada Council for the Arts,
Association of Provincial Funders, CRTC, CIFVI, Canadian Heritage, SODEC) to follow up
on the Doc Policy Summit discussion. These representatives make up the Documentary
Policy Advisory Group, who agreed to fund and oversee alarge part of the studies underway.

[1.2. Limitations of the Resear ch Comment [LJ1]: Please
changethis paragraph towhat |
The goal of this study isto expand on the information provided in the Report, Getting Real 2, providedtoyou inmy comments

pf thefirst draft. Thisparais

Volume 2, 2004. In arriving at the economic indicators in this report, research was done to wrong,

identify what information was available on the economic performance of Canadian
documentaries. In our estimation, no study has been done in the last five years on sales of
Canadian documentaries. Also, there is no one single complete data source on documentary
sales. What is available is data from Telefilm Canada and the National Film Board.

Within the context of limited data, our approach was to focus on recoupment trends for
Telefilm Canada-supported documentaries for which data is available; saes of NFB and
Telefilm -supported documentaries based on a targeted analysis of a sample of
documentaries, primarily television and non-theatrical productions; and updating existing
methodol ogies from the study Getting Real 2, Volume 2, 2004 to measure the number of jobs
created by Canadian documentary production activity. We also commissioned research to
examine whether it was possible to measure the “attractiveness* of Canadian documentaries
from a broadcaster market perspective using advertising revenues.
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These indicators collectively provide a small snapshot of the economic state of Canadian
documentary production. The analysis undertaken relied on different data sources and
methodologies as follows:

1. Inorder to provide meaningful analysis, recoupment of projects examined in this report
cover a period of seven years (from 1995-1996 to 2001-2002) as it takes some years to
recoup on an initial equity investment. The data is based on distributor reports filed with
Telefilm. These trends provide a proxy, although limited, of the market performance of
Canadian documentaries.

2. Theanalysis conducted on sales of Canadian documentaries does not provide as we had
origindly intended, an understanding of “typical” revenues for different types of
documentaries. The sample is limited to NFB and Telefilm-supported documentaries. A
complete picture would require access to sales information beyond NFB- and Telefilm-
supported documentaries. The sample is aso limited to a small percentage of titles that
account for most of the revenues. The approach taken was to focus on the documentary
projects supported by these two organizations that generated significant sales after financing.
Therefore, our analysis on sales targets 35 projects supported in 1998-1999 either by the
NFB or Teefilm. This sample includes English-language and French-language
documentaries, one-offs, mini-series and series. These projects enjoyed the most significant
sales after financing, thus, the results are representative of the most “profitable” Canadian
documentariesin terms of sales.

For the purposes of this study, it should be noted that generally aone-off documentary isone
episode and ranges in length from half-hour (broadcast) to feature-length. Mini-series are
typically less than six to seven episodes, and series are more than seven episodes and
intended to be on-going in nature.

3. Inorder to measure the market attractiveness of documentaries compared to other genres,
we commissioned research to arrive at an understanding of how broadcasters price Canadian
documentaries compared to other genres. Thisresearch included the following:

- Seventeen broadcasters (composed of English-language and French-language
conventional and specialty services) were asked to submit a summary of inventory
that was available for sale with a cost and an audience estimate by program for the
period of April 9 to June 30, 2005. This alowed us to reach some summary
conclusions on the current market potential of Canadian documentaries by type of
broadcaster and the range of rates assigned to documentaries.

- An analysis was undertaken using CRTC Statistical Financia Summaries of the
advertising and subscription revenues of specialty services. We focused on services
that have category 2b (documentary programming) conditions of licence or that air
documentaries as part of athematic presentation. In light of the fact that the valuation
tool used for the industry when setting advertising rates for programming is audience
delivery, the revenue estimate for each speciaty and conventional service was
considered. These revenues allowed usto draw conclusions about the relative success
and potential of the documentary genre within specialty service and conventional
delivery.

1 Thisresearchwasundertaken by DebraMcLaughlin of StrategicInc.
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The results of this analysis helps provide a picture of the potential market demand for
Canadian documentaries compared to other genres.

Collectively, the economic indicators examined in this report pr ovide afirst step towards

devel oping a more comprehensive examination of the general economic health of Canadian
documentaries.

April 19, 2005 5 TelefilmCanada



2. ECONOMIC INDICATORS

2.1. Recoupment Revenues. A Proxy for Market Performance

The analysis that follows uses recoupment revenues of Telefilm Canada supported
documentaries spanning a seven-year period from 19951996 to 2001-2002 as a proxy for
estimating the relative market performance for documentaries.

2.1.1. Recoupment Revenues by Genre

An analysis of recoupment as a percentage of Telefilm Canada’ s commitments over a four-
year period shows that of all the genres, documentaries have returned the least revenue
compared to drama, variety and performing arts and children and youth programming. (see
Figure 1)

Figurel

Recoupment as a Percentage of Commitments
by Genre
Fiscals 2000-2001 to 2003-2004

17.6%

|ll.0%

11.0%

| 9.4%

0O Documentary O Drama O Variety & Per. Arts O Children & Youth

2 In interpreting the information that follows, it is important to understand the difference between Telefilm’s recoupment and
grosssales. Telefilm sharesintherevenuesgenerated by aproduction only after thefollowing deductions:

- Distribution commissions (ranging from 25% for television sales to 50% for non-theatrical);

- Distribution expenses (typically lessthan 10% of gross sales);

- Distribution minimum guarantee (typically lessthan 10% of the production budget); and

- Administration fee of aproduction company (5%) .

The following analysis reflects Telefilm’s share of revenues after the above- noted deductions. Furthermore, Telefilm’ s recoupment
in each fiscal year is the sum total of recoupment for al projects, regardless of the year in which they were produced. The typica
revenuelife-cycle of aproject is between 3-5 years, although there are exceptions that include projects continuing to provide revenues
after 10years.

Telefilm hasaunique recoupment structure for the English4anguage and French-langauge markets. Telefilm’s share of the net
revenuesistypically between 25 and 75 per cent depending on the language market and the level of the Corporation’sfinancial
participation asapercentage of the production budget.
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2.1.2 Recoupment Revenues Generated by Canadian Documentaries

When we examine Canadian documentaries supported by Telefilm between 1995-1996 to
2001-2002, we note in Figure 2 that it has supported 848 projects representing over 2,000
hours of production. In terms of linguistic markets: 497 are English- language projects; 295
are French- language projects; and 56 are Aboriginal-language projects. Broken down further
by format, 615 are one-offs; 85 are mini-series and 148 are series.

Figure2

Telefilm-Canada -Financed Documentaries
1995-1996 to 2001 -2002

Sub-format
Langauge

497 615

295
H 148
5% 85
, , I ,|_|,|_|

English French Aboriginal One-offs  Mini-series  On-going
series

Of the 848 documentaries financed: 372 did not return any revenues, 160 returned less than
$1000 and 15 returned $100,000 or more. (see Figure 3)

Figure3

Telefilm-Canada Financed
Documentaries
Recoupment Revenues Generated
1995-1996 to 2001-2002
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A closer examination reveals that 15 projects (1.8 per cent of al projects) account for 45.4
per cent of al the revenues recouped between 1995-1996 and 2001-2002. (see Figure 3)
Eighty per cent of al revenues recouped comes from less than 9 per cent of documentaries
financed by Telefilm Canada

Revenues recouped on projects come from the television market, which are more likely to be
foreign revenues since most television sales made in Canada are generally included in the
financial structures of projects.

2.1.3 Recoupment Revenues by Format

When we examine recoupment revenues generated for documentaries by format, we observe
in Figure 4 that series have afar higher recoupment rate than do one-offs or mini-series.

Figure4

Telefilm-Canada Financed Documentaries
(as a percentage of commitments)
Recoupment Revenues Generated

By Format
1995-1996 to 2001-2002  10.9%

4.6%

32%

Mini-series One-off Series
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2.2. Sales of Canadian Documentaries’

2.2.1. Approach

Theresults that follow are not “typical” of Canadian documentary production, but instead are
representative of the most “profitable” Canadian documentaries. The approach taken was to
focus on the documentary projects, supported by the NFB and Telefilm which generated
significant sales after financing. Therefore, our analysis on sales targets 35 projects
supported in 1998-1999 either by the NFB or Teefilm. Two main sources of information
have been used: documentaries financed by Telefilm Canada, which are primarily intended
for the television market, and documentaries produced by the NFB (excluding
coproductions), which benefit from awide distribution in the institutional markets.

Aswas explained in section 1 of this report, the sample used for this analysis was limited in
both the source (only Telefilm and NFB -supported documentaries) and the number selected
for examination. Specifically of the 35 projects, 23 are Telefilm-financed and 12 are NFB-
supported documentaries. In terms of format, there are 20 one-off documentaries (including 4
feature films), 7 mini-series (2 to 5 units) and 8 series (6 units and more):*

Thisanalysis did allow us to examine the following:

- Domestic and foreign sales,

- Sales by different market segments (television, institutiona, home video,
theatres) in Canada; and

- Sdesby documentary formats.

In light of the fact that the time period between making the sales and reporting themislong, it
was decided to use the cumulative sales performance after at least five full years of operation.
Therefore, the findings of the analysis are not necessarily alrepr&eentative reflection of the

/{ Comment [LJ2]: necessarily J

current market for Canadian documentaries.

3 “Sales’ denote the receipts gener ated outside the financial structure or after the production has been entirely financed.
The “receipts’ taken into account are the gross distribution revenues before any deductions (commission and
distribution costs) and irrespective of advances (or minirmum guarantee) agreed to by the distributors and exporters that
are included in the financial structure. These receipts are for the markets for which the Canadian producer is
responsible. In the case of international co productions, the receipts considered come from the budget share for which
the Canadian producer is responsible (Canadian share of budget).

4 Telefilm’s share: 10 one-off documentaries, 5 mini-series and 8 series. NFB’s share: 10 one-off documentaries
(including 4 feature films) and 2 mini-series.
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2.2.2 Domestic and Foreign Sales

Our analysis shows in Figure 5 that total sales after financing were almost $5 million. Thisis
amost the same amount as the television pre-sales that were included in the financial

structures, which total $5.2 million. The average sales after financing amounted to $140,000
per project, compared to $148,000 per project for the television pre-sales.

Thirty percent of the sales after financing took place in the Canadian market and 70% in
international markets, which demonstrates that the most profitable Canadian documentaries
have export capacity.

Figure5

Total Sales of 35 Canadian Documentaries

Sales
Number of Projects Budget T\S/ IPre- Pre-sales + Sales
ales CND FOR TOTAL
Sales Sales
35 28.007.948 5,166,083 1.471.180 3.444.910] 4,916,090 10.082.173
% of Sales | 29.93%| 7007%| 10094 |
linside/outside 51.249 48.76Y% 1009
1% of Budaet 18,459 17,559 36.00%
Average per Projecl 800,227 147,602 140,460 288,062

Unlike the television pre-sales that are integrated in the financial structure, the sales
correspond to the gross distribution revenues -- before deducting the commission and the
distributor or exporter costs, and before repaying the advances or minimum guaranteed paid by
the latter that are included in the financial structure®.

An analysis of foreign sales showed that Canadian documentaries are being exported to

South Africa, Germany, Australia, Brazil, China, Denmark, Spain, the United States, Finland,
France, Ireland, Isragl, Italy, Japan, Hong Kong, Lebanon, Mexico, Norway, Czech Republic,
the United Kingdom, Sweden and Taiwan. Our analysis also found that the American market
does not generate the majority of the export revenues for Canadian documentaries.

5 The distributor and exporter advances included in the financial structures of the 35 projects total $898,083. Once the
commissions and costs are deducted from the gross distribution revenues of $4.9 million these advances must be
deducted from the balance to establish the producer share of the net distribution revenues that would then be received
after financing, on a collective basis.
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As can be seen in Figure 6, the documentaries produced by the NFB draw alarger share of the
international sales revenues from the American market (44%) than the documentaries financed
by TeefilmCanada (32%). This can possibly be explained by the fact that the NFB’s
distribution network, particularly in the institutional market, has been established and nurtured

over years.

Figure 6

International Sales by Territory

Based on Source
United States orld minus US Total
TV Sales Total TV Sales Total TV Sales Total
Pre-sales Pre-sales Pre-sales
NEB E 389.74. 389 744| E 4_&8_&541 E 878,62 878,62
|% Sales 44,369 55.64%) 1009
% Budget 5.59% I 7.01%] 12.60%
TFC E 819,904 819,904 566,200] 1.746 378| 2.312.579 E 2,566,282 3,132,482
% Sales 31.95% 68.05%) 100%
% Budget 3.00% 8,309 12.209
ALL 4 1.20064 1.209.648 566.200! 2,235 262 2.801.462 566.20 34449101 4.011.110
1% Sales 35.119 64.89% 100%)
% Budget 4.32% 7.98% 12.30%)
Figure7
Total Sales By Original Production Language
TV Pre- Sales
Number of Projects Budget CND FOR TOTAL Pre-sales + Sales
Sales
Sales Sales
ENG (25 20,690,341 4,437,383 1,118.458] 2,821,138 3,939,59 8,376,97
% of Sales 28.39% 71.61% 100%
Inside/Outside 52.97% 47.03% 100%
% of Budget 21.45% 19.04% 40.49%
Average per Project 827,614 177,495 157584
|[FR_(10) ] 7,317,607 728,700 352722] 623,774 976,494 1,705,194
% of Sales 36.12% 63.88% 100%
Inside/Outside 42.73% 57.27% 100%
% of Budget 9.96% 13.34% 23.30%)
Average per Projeci 731,761 72,870 97,649
[Total | 28007.948] 5.166.083 1.471.180| 3.444.910] 4.916.090] 10,082,173

The origina English-language projects enjoyed greater salesthan the origina French-language
projects in absolute terms ($158,000 versus $98,000 per project) as well as in budget
percentage (19 per cent versus 13 per cent. (see Figure 7) The television pre-salesincluded in
the financial structure are also more significant in absolute terms ($178,000 versus $73,000) as
well as in budget percentage (21 per cent versus 10 per cent. The higher number of English-
language Canadian broadcasters and their ability to pay more may account for thisresult.
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Meanwhile, the origina French-language projects have more significant sales after financing
than the pre-sales (57 per cent/ 43 per cent) while the opposite is true for the original English-
language projects (47 per cent/ 53 per cent). The “sales after financing” share coming from the
Canadian market is greater on the French side (36 per cent) than the English (28 per cent, and
it is obviously the opposite for the international sales (64 per cent versus 72 per cent).

As can be seen in Figure 8, ingtitutional markets constitute a significant source of gross
distribution revenues for the NFB’ s documentariesinternationally.

Figure8
Total NFB Sales By Market Seament

TV Pre- Sales Sales +

sales TV | institution Home Video] Theatres Total Pre-sales

CDN 48500 331 &% 515753 102,389 4,203 954,334 1,002,834
% Sales 34.79% 54.04%) 10.73%] _ 0.44%) 100%
% Sales 64.779 32.999 164%| 0619 1009
[ToTAL [ 48500 901,081 sos,ssﬂ 116,757 9535 1.832.962] 1881462
% Sales | [ 49169 43.95% 637%|  0.52%] 1009 ]

2.2.2.1. A Comparative Analysisof NFB-and -Telefilm — Financed Documentaries

A comparative analysis of the sales and pre-sales generated by NFB- and Telefilm Canada-
supported documentaries reveals the highly different production and marketing contexts of
these two organizations. (see Figure 9, following page)

The documentaries financed by Telefilm Canada are produced by a diversity of independent
producers and they must fit in with the programming strategy or policy of a wide range of
broadcasters (for example, Canadian, public and private, general, educational and
specialized) who are “triggers’ for the production. All these documentaries must include in
their financia structure pre-sales to the Canadian broadcasters that must reach a minimum
level (as a percentage of Canadian share of budget) established by the policiesin effect.

The documentaries produced entirely by the NFB reflect a different context. The NFB is a
public producerdistributor that determines its own production program, produces
documentaries that fit in with this policy. Very few documentaries produced by the NFB
benefit from television pre-sales that are part of the financial structure. The sales after
financing which the NFB carries out directly as a distributor are the primary source of the
NFB’s production receipts.

April 19, 2005 12 TelefilmCanada



Fiqure9

Total Sales by Source

Source No. of Budget | CDN Pre-sales| CDN Sales| TOTAL
Projects Sales |
NFB 12 $6.973.919 $48,50 $954.334] $1.002.834
Inside/Outside 4.84% 95.16% 100%
% of budget 0.70% 13.68% 14.38%
|__Average revenue $4,042) $79.52 $83.570)
TEC 23 $21.03402d] 4551389 $516.846 $5.068.22d
Inside/Outside 89.80% 10.20% 100%
% of budget 21.64% 2.46% 24.10%
| Average revenue $197.88 $22.47 $230.53
TOTAL 35 $28.,007.948 $4.599.883 $1.471.180] $6.071,063
nside/OQutside 15.77% 24.23% 100%
% of budaet 16.42% 5.25% 21.68%
| Average revenue $131.42 $42.034 $173.459

As figure 9 indicates, the sales after financing of the NFB’s productions are more significant
than for the productions financed by Telefilm Canada in both absolute terms ($153,000 per
project versus $134,000) and budget percentage (26 per cent versus 15 per cent).

The gap is especialy considerable in the case of sales in the Canadian market. The NFB's
Canadian documentary sales represent 14 per cent of their production costs versus 3 per cent
for the documentaries financed by Telefilm Canada. Meanwhile, international sales represent a
similar documentary production cost percentage for the NFB (13%) and Telefilm Canada (12

per cent)

This means that the NFB’s documentary sales are broken down quite evenly between
Canadian sales (52 percent) and international sales (48 per cent) while the sales of Telefilm -
financed documentaries occur predominantly in the international markets (83 per cent). This,
of course, is explained by the fact that the projects financed by Telefilm Canada aready
comprise significant television pre-sales in the Canadian market, which are included in the
financial structure.

2.2.3 Canadian Sales by Different Market Segments

Total Canadian sales come from television, ingtitutional, home video and theatres. The most
important market segment is television representing 51 per cent of al sales, followed by 41 per
cent for the ingtitutional market and home video (direct sales to consumers or rentals)
accounting for the balance (7 per cent). The receipts coming from the theatre market are
marginal. (see Figure 10)

If sales and television pre-sales are combined, they account for over 88 per cent of thetotal
Canadian sales and pre-sales, which confirms that, in the Canadian market, television widely
congtitutes the primary source of Canadian documentary receipts. In terms of sales after
financing, the institutional market is an important one.
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Figure 10

Canadian Sales by Market Segment

CDN TV Pre- Canadian Sales Sales + Preq
sales sales
TV Institution Home Video] Theatre Total

English $3,871,183 $548,7814 $492,841} $73,00 $3,837 $1,118,4600 $4,989,643
% of Sales 49.07% 44.06% 6.53% 0.34%) 100%)
Inside/Outside 77.58% 22.42°/;I 100%)
French $728.700) $207,902 $115.064} $29.388 $366 $352.720] $1.081.420
% of Sales 58.95% 32.62% 8.33% 0.10% 100%)
Inside/Outside 67.38% 32.62%) 100%)
TOTAL $4,599,883 $756,683 $607,909  $102,389 $4,203] $1,471.180 $6.071,063
% of Sales 51.43% 41.32% 6.96% 0.290/2| 1000/1
Inside/Outside 75.77% 24.23%) 100%,
% Budget 16.42% 2.70% 2.17% 0.37% 0.01%] 5.25% 21.68%|

* In the case of productions financed by Telefilm Canada, salesin the institutional markets and from the home video sector are grouped together.
According to Telefilm, the vast majority (95% +) of these grouped- together sales involve institutionalmarkets, which is why we have presented
them under this heading.

As can be seen in Figure 11, the Canadian sales-after-financing of the NFB productions are
distributed as follows: 54 per cent for the institutional markets, 35 per cent for the television
markets and 11 per cent for the home video market. Thisreflects the fact that the NFB hasits
own distribution department that is involved in these three markets and has extensive
experience and practice in dealing with the international markets in particular. 1t should be
noted that all 12 titles were destined for television broadcast as well, but were not made only
for television broadcast.

It is a very different story for the Canadian sales-after-financing of productions financed by
Telefilm Canada that for the vast majority (82 per cent) take place in the television market.
The ingtitutional markets (which include some sales on the home video market) only account
for 18 per cent of the sales after financing.

Y et, the most telling phenomenon isthat if the Canadian sales and pre-sales are combined, the
television market represents 98 per cent of the Canadian receipts of the documentaries
financed by Telefilm Canada at the end of 5 years. All the other market segments share the
remaining 2 per cent This can be explained by the fact that these productions are primarily
made for television broadcast.
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Figure 11

Canadian Sales by Market Segment
Based on Source

CDN TV Pre- Canadian Sales Sales + Pre
sales TV Institution | Home Video| Theatres Total sales

NFB
Amouni $48 50 $331.989 $515.75 $102.38 $4.20 wmmgl
1% Sales 34,799 54,049 10.739 0.449 100%)
o Budaet 0.709 1368%| 14389
TFC |
Amount $4 551,38 $424 694} $92.152] X E $516,846] $5.068 22%
% Sales 82.17% 17.83% ] E 100%
% Budget 21.64%) 2.46% 24.10‘7/4
TOTAL
Amount $4.599.88 $756.68 $607.90! $102.389 $4.203 $1.471.180] $6.071.063]
1% Sales 51.43Y% 41.329% 6.96Y 0,299 100%
% Budget 16.42% 2.70°ﬂ 2.17°ﬂ 0.37% 0.01% 5.25% 21.68%)

By comparison, the television sales and pre-sales represent 38% of the Canadian receipts of
the NFB’s documentaries, versus 51 per cent for the ingtitutiond markets and 10 per cent for
the home video market. Thisis consistent with the NFB’ s mandate to reach audiences across a
greater variety of market segments.

2.2.4. Sales by Format (one-off, mini -series, series)

From Figure 12 (results broken down according to format), we note that one-off
documentaries enjoy the most significant sales after financing in production cost percentage.
The 20 one-off documentaries of the sample enjoyed sales of approximately $2.2 million,
which represents 23 per cent of their production costs. The sales after financing from the seven
mini-series represents 16 per cent of their production costs, and the sales from the eight series
represents 14 per cent of their production costs.

The one-off documentaries are also those t hat enjoy the most significant salesin the Canadian
market.

The seriesis the documentary format for which the broadcasters are prepared to pay, from the
outset, the most significant license feesin terms of budget percentage: 27%: series, 16%: mini-
series; 8%: and 8% for one-off documentaries. Even if their sales-after-financing potential is
weaker, as seen earlier in the percentage of the budget and in the combined television pre-sales
and sales total, it is the series that |eads the way with $5.5 million in recelpts representing 41
per cent of their production costs, compared to 33 per cent for mini-series and 31 per cent for
the one-off documentaries.

The seriesis aso the format that enjoys the greatest proportion of sales after financing on the
international markets: 81 per cent versus 67 per cent for mini-series; and 61 per cent for one-
off documentaries.
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Figure 12

Total Sales By Format

(One-off, Mini-Series, Series)

TV Pre- Sales Pre-sales +
Sub-Format Budget Sales CND Sales | FOR Sales| TOTAL Sales
[oNE-OFF [ s0322107 $730,233 $842,524] $1,330.068 $2,181,50] $2.911,829
% of Sales 38.62% 61.38Y% 100%
Inside/Outside 25.08% 74.92% 100%
% of Budget 7.83% 23.40% 31.24%
Average per Project $36,512) $109,080 $145,59]
|MINI-SERIES | s5150840  $837.600 $273.361] $566,075 $839.436] $1.677.03¢
% of Sales 32.56% 67.44% 100%
Inside/Outside 49.95% 50.05% 100%
% of Budget 16.26% 16.30% 32.56%
JAverage per Project $119.657] $119919 $239 577
SERIES 13.534.91 3.598.25 355.295] $1.539.76 1.895.06 5.493.31
% of Sales 18.750/1J 81.25%) 100%.
Inside/Outside 65.50%) 34.50% 100%
% of Budaget 26,589 14.00% 40.59%
Average per Projecl $449.78 $236.883 $686.664
ITOTAL I $28,007 948| 5,166.08 1.471.180] $3.444.909| $4.916.08 10.082.17
April 19, 2005 16 TelefilmCanada



2.3. The Market “ Attractiveness* of Canadian Documentaries
2.3.1 Broadcaster Pricing asa Proxy for Revenue Potential

In order to measure the market attractiveness of documentaries compared to other genres,
research was commissioned to arrive at an understanding of how broadcasters price Canadian
documentaries compared to other genres through an analysis of current advertising rates.

The first step in determining revenue potential was to solicit quotes from broadcasters on the
programs they have for sale. Sales representatives were called from the organizations
identified in Appendix 1, and were asked to provide a written summary of inventory that is
available for sale (sale of air time) with a cost and an audience estimate by program (avails)
for the period of April 9 through to June 30, 2005.

This time period encompasses the pre-final e season, which generally consists of new episodes
aswell asthe May sweeps (US) and post- sweeps periods. These weeks represent both high-
and low -demand periods. The collection of rates during high- and low- demand periods is
important because the rates charged per program are afunction of several factors. The cost of
acquiring the program is the basis for the pricing but market conditions, like the season of

purchase, the overall demand for the service and the size of the audience all contribute to the
revenues that can be achieved. Crossing over between two periods alows us to develop a
better picture of what is being charged.

Sales executives were asked to quote on new business (which is defined as aclient not “on the
air” in the past two years) in order to consider the purchase of a demographic audience made
of adults in the age group of 25-54, which is considered a more consistent viewers of
documentaries. They were also asked to give specia emphasis to providing quotes on
information and documentary programming.

Key Findings

Of the 17 broadcasters contacted, only the CBC and Tele- Quebec identified a documentary in
their pitch for new business. New business pitches in particular are fairly thorough in their
presentation and priced attractively, asthereis no history to guide a sales executive in terms of
what a buyer has a preference for and no anticipation of what the buyer might choose on a
given schedule. That no documentaries were provided suggests that they are either not on the
schedule or are priced inefficiently and, therefore, will not be of interest to the client. 1t must
be remembered that specific interest was expressed in this, so it is likely that this genre is
likely not available.

6 This research was undertaken by Debra McLaughlin of Strategic Inc. While subscription and advertising revenuesare available
for pay and specialty services through the CRTC statistical summaries, the revenues for individual conventional services are not.
Further complicating the calculation of the revenue potentia of documentaries is the composite filing of advetising revenues
that does not identify by genre or country of origin the programming sources for these monies. The only numbersfiled with the
Commission reflect the total of all advertising revenues, which includes al genres of programs and sales of both domestic and
foreign products. The only possible approach, therefore to estimate revenues from documentary productionsis to deduce from
thesetotal revenues (through aseries of calculations) arange of revenues currently delivered to broadcasters through their sale of
documentaries. While absolute dollars cannot be easily determined, it is certainly possible to determine the amount of money on
an hourly basisthat documentariesdeliver to broadcastersand to examinetherates charged for avariety of programs.
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As can be seen in Figure 13, arange of rates on specialty services for specific documentary
programming ranged from a low of $44 per 30-second unit to a high of $360. When thisis
compared to the rates in the same time period for the American Idol finale, the cost of a 30
second spot on the CTV Network is $76,990. A Canadian production like Corner Gas is
quoted at $21,620 for a 30 second occasion, while a strong US prime-time shows likeLaw &
Order SVU ispriced at $38,970. Critical to understanding this pricing is the differential in the
audience size.  The American Idal finale isexpected to draw one of the largest audiences of
the season, and will reach in one hour more Canadians than an entire week of viewing for

some of the specialty servicesthat provided quotes.

Figure 13

Range of Rates (30 sec spot) for Canadian Documentaries
compared to other programs

American Idol Finale $76,990.00
Law & Order SVU $38,970.00
Corner Gas $21,620.00

Documentaries - High end of range ~ $360.00

If we were to use the indicator of cost per thousand’ that is charged for these programs which
is an efficiency measure that alows for a direct comparison of programs regardless of their
audience size or distribution mechanism, we note in Figure 12 that the cost per thousands on
documentaries ranged from a low of $4.69 to a high of $12.69. Contrasting this again to top
programming regardless of genres, we see CPM’s for CSl of $40.32 and The OC of $57.40.
This suggests that audience alone does not determine the revenue potential .

Figure 14

Range of Costs per Thousand for Canadian Documentaries
compared to other programs

The OC $57.40

csl $40.32

Documentaries - High

end of range $12.69

A casein point isthe CPM’s (cost per thousands) charged by a couple of the services. It was
History Television, and not CBC, that was at the high end in terms of efficiencies when it
came to documentaries. One might assume that with its broader reach into the Canadian
population and its more widely recognized brand, that CBC would be able to charge more for
a documentary in terms of CPM. However, one of the attributes that History Television has
developed is that documentaries are part of their brand. Therefore, audiences of History
Television are perceived to be dedicated documentary viewers, and a commercia placed in
thisenvironment is expected to have a better chance of retention and impact.

7 1f a program costs $1000 and has an audience of $2000, the cost per thousand would be $1,000 divided by two or $500 per
thousand. The cost of the programisdivided by the audiencethat it attracts (expressed in thousands).
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2.3.2 TheRole of Documentariesin Generating Revenues

An examination of revenues for services, where documentaries are included either as part of

their programming commitment or as part of athematic presentation of programming overall,

alows usto see the role documentaries play in revenue generation. The services selected were
those that broadcast documentary programming as part of their conditions of license or
services from measurable portions of their total audience come from documentaries?

Revenues have been examined from two perspectives -- speciaty and conventional.

Because the valuation tool used for the industry when setting advertising rates for
programming is audience delivery, the revenue estimate for each specialty and conventional
service has been considered in light of the audience delivery for thisgenre. If we assume that
tuning to al audience is valued equally, that is, 1,000 persons viewing is priced equally across
al programs on a given service, we can see the relative contribution of documentary
programming to each of the following specialty services.

For each of the services, the average weekly hours of tuning and the average weekly hours of
tuning to documentaries have been calculated. The hours of viewing of documentariesisthen
expressed as a percent of the total and this amount is applied to the total revenue for the
service as provided by the CRTC.

Figure 15

Specialty Services
2003 Nat Ad % Audience Revenue from

Rev Doc Docs

Discovery 23,974,80C 52.42 $12,567,590
Bravo 14,641,915 3.94 $576,891
Showcase 16,924,99¢ 3.47 $587,297
Life 14,203,199 38.87 $5,520,783
Canal D 6,882,220 448 $3,083,235
Canal 4,252,973 16.85 $716,626
Historia 1.604.021 28.71 $460.514
Canal Vie 8.884.730 18.91 $1.680.102
w 17,949,026 3.99 $716,166
Vision 1,146,233 5.19 $59,489
Star 2,961,941 30.43 $901,319
Space 22,747,181 151 $343,482
History 10,116,912 41.74 $4,222,799
Total 146,290,150 $31,436,296
% of Total 21.49%

Source: CRTC Financial Summaries
BBM Meter Data Fall 2004

Figure 15, 21.49 per cent of the total revenues of these services is generated from documentary
programming, demonstrating the success and revenue potential of the genre within the
confines of speciaty service delivery.

8 There are othe channels that purchase and air documentaries. However, they either form a very small portion of their
audience base or their programming has not be coded as part of the CTF genre/country of origin coding project, such asThe
Documentary Channel. This makesit impossible to separate out the amount of hours of viewing specific to documentaries and
toerr onthe side of caution, they have been omitted fromthisanalysis.
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Examining conventional networksis more difficult because, while all of their programmingis
coded in the audience database created by the Canadian Television Fund, their revenues are
not publicly available. By taking al hours of tuned to conventional services, and calculating
an average revenue generated per hour of reported viewing based on all programming across
all conventional services, we can project the contribution of documentariesto revenues. If we
apply this same general rate to the average weekly hours of tuning reported in the Fall of 2004,
we can determine both total revenues as well as project the contribution of documentaries to
revenues asis shown in Figure 16.

Figure 16
Conventional Services

% of viewed

Avg Weekly Hours  Estimated Network .
9 Y hours that are Estimate Revenues

Viewed Revenues -
Documentaries
CTVvV 75,432,000 $708,306,480 341 $24,153,251
Global 51,542,000 $483,979,380 0.63 $3,049,070
TVA 52,550,000 $493,444,500 4.85 $23,932,058
I0S 29.081.000 $273.070.590 0.46 $1.256.125
% of total 3%

Source: CRTC Financial Summaries
BBM Meter Data Fall 2003-04, CTF coding

These calculations, assuming tuning to al programming is vaued equally, suggest that
documentaries contribute as high as 3% of total revenues. However, conventional servicesare
typically sold on a “per program” basis, unlike specialty, which sells the mgjority of its
inventory through rotations. The top programs on conventional stations account for the vast
majority of revenues. In the case of al conventiona stations that were examined,
documentaries did not consistently make the top ten/twenty programs. Assuch, the estimation
of 3% of total revenues suggested by these calculationsis probably at best an overstatement of
the relative revenue potential.

The degree to which thisistrueis not determinable with available data. What this calculation
does serve to demonstrate, however, is the importance of other genres of programming to the
relative financial health of conventional broadcasters and current environment in which
documentaries compete for ‘ shelf space.’
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2.4. JobsCreated by Canadian Documentary Production’

The production of Canadian documentaries generated approximately 12, 300 full-time
equivalent jobs in 2003-2004. Of these, about 7,300 were fulltime equivalent jobs. These
direct jobs included persons employed in the production of documentaries. An additional
5,000 jobs were created in other industries in the economy as a result of documentary

production activity.

The figures for 2003-2004 show a decrease from the previous year in terms of indirect jobs,
but the genera trend since 1996-1997 shows that documentary production in Canada
continues to be an important engine for the creation of Canadian jobs.

O Direct
O Indirect
O Total

7,000

5,600

4,300 B

3,500
2,700

Figure 16

Full Time Equivalent Jobs

4,200

12,000

7,400

4,600

14,300

8,800

14,000

8,600

5,400

12,900

7,900

5,000

1996-97  1997-98  1998-99 1999-00 2000-01 2001-02 2002-03 2003-04

° The dataabove has been extracted from theGetting Real, Volume 2, 2004 under sectian 3.1.4, Job Estimates, page 63. The source

for these estimatesisthe Nordicity Group. For the purposes of thisreport, we have extrapol ated the year 2003-2004 using the change
inthevolume of production of documentariesasreported in the Profile 2005:A n Economic Report on the Canadian Film and

Television Industry.
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APPENDIX 1

List of Stations Supplying Quotes and Avails

CTVv - TQS

CBC - Tele-Quebec

CHUM Television - Showcase

Globa TV - Space: The Imagination Station
History Television - Star!

OLN (Outdoor Life Network) - W Network

Life Network: - Discovery Channel Canada
Vision TV - Bravo

TVA
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