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Thisisthe single best work on financing independentfilms. Mr. Lee presents
an overall structure clearly and efficiently. This is not a ‘war stories’ book.
The landscape of the film business is changing rapidly and this is one of
the only producing books about real producing. Mr. Lee and Ms. Gillen
address one of the most difficult aspects of producing—financing—in a
direct way that lays out the tasks and challenges an independent producer
needs to know; they do not sugar-coat the business—it's all business;
they explain the intricacies of financing while making it understandable.
There is more to financing a film than developing a business plan and this

book shows why.

While there are a few, very few, books that are no-nonsense for producers,
this is the only producing book that addresses financing with practical,
in-depth information geared toward working producers that is efficiently

written and presented. You can count on me to continue to use it. , ,

—Don Smith, Associate Chair & Associate Professor,
Film & Video Department, Columbia College

This is a timely book, detailing a proven method for success and providing
relevant data for both investors and filmmakers, especially now that the
Commodity Futures Trading Commission recently approved trading
of film box office performance futures by Cantor Exchange and media
derivatives by Trend Exchange. , ,

—Jillian Alexander, MBA, CM&AA, CHRC, Managing Director,
Corporate Development & Strategy, Conduit Consulting LLC,
Former VP-Corporate Development, SONY Pictures Entertainment,

and member SONY US Ventures team



Gain a comprehensive understanding of the business of entertainment and learn
to successfully engage in all aspects of global production with the revised and
updated Producer's Business Handbook. Learn how to cultivate relationships with
key industry players including domestic and foreign studios, agencies, attorneys,
talent, completion guarantors, banks, and private investors.

This edition has been updated to include the latest opportunities presented by
changing technology and their impact on the producer’s ability to brand, monetize,
finance and globally release content. Also included is new information on audience,
earning, distribution and funding opportunities created by the explosive growth of
VR, AR, 360 and gaming, as well as the rapid conversion to OTT.

Additional features include:

e Completely updated production financing worksheets — an essential tool
for producers.

e Expanded information for low-budget independent producers,
internationally-based producers, producers using government funding,
and film school students alike.

e (Coverage of China’s changing entertainment landscape, including their
entertainment consumption, their commitment to produce content for the
big global territories, and more.

e New, full-color illustrations, symbols, and other graphics that provide a
visual representation of complex topics.

John J. Lee, Jr. successfully led the vision, launch and expansion of several
entertainment and media entities and provided business, funding and distribution
services for scores of major studio-released motion pictures, television network
series and specials, with combined production costs of over $470 million and
global rights earnings exceeding $4 billion.

Anne Marie Gillen is an independent producer who has developed, financed, and
produced films ranging from studio fare, like Fried Green Tomatoes, to passion
projects to low budget indies. As an executive, she served as COQO for actor Morgan
Freeman’s company, Revelations Entertainment. Gillen Group’s consulting division
offers business planning, script analysis, worldwide distribution consultation, and

cash flow projections.
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INTRODUCTION

Welcome to the Fourth Edition of The Producer’s Business Handbook:
The Roadmap for the Balanced Film Producer.

In addition to introducing this fourth edition, this section concludes by
giving seven key principles and practices in use by many of the most
successful independent media producers.

Unless the topic is theatrical, series, shorts, games, etc., whenever
reference is made to motion pictures, television series, games, et al, this
fourth edition applies and refers to projects that are from five seconds
to multi-hour length, one feature or series; whether made to premiere on
mobile, tablet, television, theater screens, or game platform. Besides,
screen-universal is the new standard.

While technology continues to stunningly revolutionize production, it even
more-so radically redefines producers’ relationships with their audiences.
Producers have direct contact with their audiences via social media
and other internet connections for audiences to test their concepts in
development. Further, producers can use social media to brand their
products through feeding target audiences project pre-release teasers and
to directly receive premier and in-release screening comments from their
audiences. Additionally, producers can directly distribute their content to
audiences via their own and other distribution portals. Also, producers can



monitor fully transparent income and audience reports from distributors.
Technology is re-inventing each producer’s access to production funding,
content branding, monetization, and income participation.

This edition delivers updates to worksheets, spreadsheets, and documents,
expanded global funding and distribution resources, and provides new
bridges that facilitate the success of low-budget and short-form content
to studio grade theatrical release features. Some will find especially
beneficial (in Chapter 5’s Ancillary Windows, Rights and Products) the fresh
opportunities revealed in the continued global stampeeding conversion to
OTT (Over the Top) television-everywhere systems, the new and trending
evolution of VR (virtual reality), AR (Augmented Reality) 360, and gaming.

Though powerful new tools will continue to surface that vastly improve
the financing, branding, distribution, and other business aspects of
producing, the business fundamentals remain constant. Every production
worthy of the resources necessary to produce and release it is worth
planning its packaging, funding, global partners, exploitation, branding,
and distribution—during its development phase—each a crucial part of
successful independent production.

The Unique Need For The Producer’s Business Handbook
Even the expansive and exploding-growth of the five second to five minute
projects niche, challenging producers to blow audiences away that view
them on the smallest mobile screens to the biggest jumbo-trons—even
each of their successes rests upon the necessary balance of exquisite
story, passionately produced and melded with imaginative business
planning, masterfully executed. When either business or creative holds
the other captive, the project, audiences, and producers suffer. Yet, when
genius creative and business are combined, there is the sweet celebration
of success.

Successful producing is this book’s wheelhouse. It is its purpose. For
everyone related to content creation in the entertainment industry, who
is committed to the success of each of their projects, this is the book that
can enable and assure all stakeholders their most successful outcome.

the producer’s business handbook



We enjoy doing what we are good at, and most independent producers are
typically strongest at production. By the significantly greater number of motion
pictures around the world, at every length and budget, that are produced but
either are not distributed at all, or recover far less than their costs, it is clear that
those responsible for them would have been significantly benefited by becoming
as able and committed to the business aspects of their projects, as they were to
their creative.

Encouragingly, there are independent producers who operate solid, amply
funded, all projects distributed, and consistently profitable production companies.
The success of these companies is not attained by accident but rather through
the application of solid creative and business principles and practices that drive
their ever-growing libraries and producing/branding/financing/sales/distribution
businesses.

This book provides producers the needed business tools and tutoring to be
successful. Your projects, teams, and partners all deserve it.

Specifically, this book demonstrates how the business of the global entertain-
ment industry optimally works, with clarified reveals of funding, marketing, and
distribution—from the smallest projects to major studio releases. The principles
are the same, though the execution and partners are usually different.

This book is a global orientation to the business relationships that the most
successful entertainment producers have with the various participants in the
industry. This includes how these producers direct their relationships with domestic
and international distributors and sales agents, talent agencies, attorneys, talent,
completion guarantors, banks, and private investors.

These most successful producers are “Balanced,” giving equal weight to the
creative, audience, investment/profits aspects of each of their projects. Early in
each project’s development they begin with its end in mind.

This edition does not cover content creation pre, production, and post processes.

There are many excellent books well addressing this genius-required work. We
recommend Focal Press’s The Complete Film Production Handbook.
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The Producer’s Internal Greenlight

As there is no natural relationship between the production cost of a project
and its earnings capacity, this book provides a thorough orientation to the
producer’s business evaluation of each project. The center of this process
is each picture’s producer’s internal greenlight analysis and is the discovery
of the proportional relationship of the producer’s share of global profits,
compared with that project’s all-in production cost: its earnings-to-cost ratio.
Each picture’s internal greenlight results indicate its business feasibility
and point to its likely funding sources, global distribution processes and
partners, optimal release time of year, distribution costs, global target
audiences, ancillary products, branding and marketing strategies.

This volume also contains the producer’s thorough orientation to planning,
organizing, and operating an entertainment production company. This
necessarily looks at development, production, and distribution as
overlapping yet separate operations, almost always costed separately and
most effectively operated by the producer’s production holding company
through its separate entities. The business aspects of these processes
are articulated from solicitation of literary properties, through to direct
rights sales and the management of global distribution relationships. Also
presented is an in-depth discussion of the team needed to accomplish
these operations, as well as how to find and attach them.

The Book’s eResources page

Additionally, there are worksheets and instructions for the business
processes of development, financing, and distribution, which are used by
some of the industry’s consistently profitable production companies.

To assist readers in a deeper understanding and for use within
their own companies, an eResources page has been created at
www.routlege.com/9781138050938. On it you will have access to
downloadable copies of the following files:

1. Picture Campaign Signature Analysis
2. Comparative Picture Analysis

the producer’s business handbook
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Producer’s Global Income Share Analysis

Production Funding Worksheet: Financing Plan

Project Development and Production Activity Projection
Project Development and Production Cash Flow Projection
The Production Company Model

The Development Company Model

© ©® NS O A~ L

Most Successful U.S. Motion Pictures of All Time
10. Literary Release Sample

This book provides both instruction and worksheet support
to independent producers at all levels of industry experience.
Specifically, to:

1. Provide experienced producers (as well as directors, writers, and
other entertainment professionals), the entertainment industry
business understanding, structures, and tools that well match their
already hard-won creative experience, abilities, and resources.
Often the difference between success and failure hinges on an
inspired producer’s ability to dynamically and equally engage
formidable creative prowess with the full spectrum of business
resources and relationships within their reach. This book opens to
producers the full-aperture view of the entertainment business and
provides the tools and instructions they need to engage all aspects
of funding and exploiting their projects. It provides the capacity
to operate predictably profitable production organizations.

2. Arm entry-level producers with an understanding of how the
entertainment industry operates, plot their most promising
path to achieve their independent producing objectives, and
provide documentation as well as relationship and operational
support they will need to succeed as a Balanced Producer.

3. Provide those with vision and who may be asking for it, (a) an
unprecedented opportunity to get in front of the content demands
of the technologies that will redefine the most powerful means of
telling stories worthy of their audiences, and (b) to retell some of
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the greatest stories ever produced, and some that are yet to be
produced, in a manner they have yet to be told—using current
technology.

INDEPENDENT PRODUCERS

|
This book focuses on independent producers. These are not to be confused
with attached producers (who may be executive producers, financiers, line
producers, executives with a studio deal, or a star’s relative, boyfriend, or
girlfriend). Independent producers, as they are referenced in this text, are
those who are at the creative and business helm of each of their projects
from development inception through to distribution.

Studio-developed projects may have a director and one or more actors
attached before a producer is attached. Producers may be later attached
to perform production services but are rarely these pictures’ creative
genesis. Although these producers are typically seasoned motion picture
makers, they do not have the same relationship with their pictures as
do the independent producers who are this book’s focus. The producer
definition used in this book refers to those independent producers who
choose to retain their projects’ development and production authority and
creative genesis.

INVESTORS

|

This book is also a breakthrough reference guide for investors. Prior editions
of this book were widely used by private and institutional investors, as well
as banks and attorneys representing investors, as a business orientation
to assist them in evaluating investment opportunities and to assess the
business acumen of independent producers. Investors with real estate
development experience will find their orientation uniquely beneficial, as
there are many funding and business parallels between entertainment
and real estate risk, development, production/ construction, branding and
ongoing exploitation.
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BASIS FOR THE PRINCIPLES
|

Like most principles worth learning, those set forth in this book are

simple and proven by their use in some of the industry’s most successful

independent production companies. The core of these principles is

discovered in the answers to three questions, beneficially applied to all

projects being considered:

e [s this a story | want to experience?

e Wil this be a must-see picture by its target audience(s)?

e What is the ratio between the project’s production costs and the
producer’s share of profits?

Producers who make their decisions predicated on the analysis of the
answers to these questions consistently guide each of their projects
through successful development, production, and distribution.

SUMMARY

Seven Key Principles and Practices

This edition covers seven key principles and practices, touched on below,
that are consistently employed by some of the most powerful independent
entertainment producers.

1. Each Uses an Internal Greenlight Analysis
For each project to be successful, its branding and distributing
typically requires as much money, time, and ingenuity as does
its production. Consequently, a producer’s greenlighting criteria
should also be qualified by those necessary to brand and
distribute the project. Knowing their strict criteria allows production
organizations to replicate it in their own shops. Performing an
internal greenlight for each project enables the producer to
evaluate a project’s likely ability to engage essential branding
and distributor relationships, before taking those meetings, and
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even points producers to which brand/distribution team in each
territory that will most predictably extract its greatest earnings.
The discoveries from this critical process reveals each project’s
potential earnings-to-cost ratio and, if it is greenlit by the producer,
becomes the center of each project’s funding and distribution plan
and overall success.

Each Operates with Fully Funded Development

Most production companies fail because of undercapitalization.
This is especially true in development. Development is
sophisticated, time consuming, and expensive. It should be
approached with the same type of dynamic planning and
funding that producers use during the production process.
Producers should have their own development funding that
is sufficient to develop a slate of projects. This provides a solid
foundation, allowing each project to predictably, unshakably
move through development and into production and distribution.

Each Project Uses Multiple Funding Sources and Typically a
Bank to Coordinate Its Production Financing

The primary importance of this practice is not the obvious
advantages of lower money cost and optimized project
ownership. Though each of these advantages is valuable, even
more advantageous is that using a bank (or well-heeled fund)
to coordinate production financing requires the producer to
secure a completion guarantor’s beneficial checks and balances
and pushes the producer into rights sales planning, with the
engagement of each picture’s co-production partners, major
distributor, production-incentive, cobranding partners, talent,
and vendor relationships. These relationships are critical to
understanding and valuing each project, optimizing funding
architecture, and engaging electronic game, publisher, branding,
and other relationships that need long-term advance commitments.

the producer’s business handbook



4. Each Engages Its Chief Global Territory Branding/Distribution
Relationships During Its Development: External Greenlight
Internal greenlights are confirmed with a chief global territory
distributor (theatrical, DVD/Blu-ray, television, and/or VOD), and/
or an international sales agent (ISA). These confirmations are
typically part of each picture’s early development and the
beginning of essential creative and marketing collaboration.

5. Each Plans, Prepares and Engages Rights Sales and Licensing
During Development
Discovering during development, the extent of each project’s
ability to participate in the vast array of highly profitable ancillary
rights (gaming, novelization, merchandising, music, et al)
sales and licensing areas, can substantially increase each
picture’s profitability and advance its distribution power. This is
a key to protecting and maximizing each picture’s profitability.

6. Each Participates in the Project’s Branding Strategy, Campaign
Management, Planning and Execution in Its Core and Major
Global Territories
Campaign creative, media planning, use of social media, and
media buying each exist in highly sophisticated worlds of their own.
Mobile media’s dominance, as well as viral and social marketing,
have rendered it even more important for producers to engage
in early development branding, media, and marketing strategies.
Understanding each project’s core audience—as well as their
unique messaging methods, optimal reach, and frequency media
buys that drive these audiences—enable producers to assure
and more accurately project each picture’s potential returns.

7. Eachls aBalanced Producer, Giving Equal Weight to Audience,
Creative, and Fiduciary
Producers sustaining this balance assure audiences, other
partners, and themselves the highest probability of each of their
project’s success.
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As industry seminar speakers, we assumed that attendance and
aggressive participation at our presentations resulted from producers’
ongoing panic about securing production funding. Though this is surely
true, in researching this arena we also discovered that although most
books are excellent in some regard, none presented a complete picture
of how the industry functions from an independent producer’s perspective
or, even more important, discussed the specific operating practices of the
most successful production companies. This book delivers this critical
missing material.
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CONTRIBUTORS TO THIS EDITION

|
In addition to each author’'s decades in motion picture, television, and
short-form development, production, branding, distribution, and licensing
experiences, this volume also employs the knowledge and experiences
of several film industry mavens to whom we gratefully acknowledge their
indispensable help. This especially includes data from the most reliable
industry sources, some of whom are more specifically referenced in
Chapter 16: Resources.

We especially extend special thanks to Tori Kyes for book design; Jon
Reiss (www.JonReiss.com and www.mediawildfire. com) who provided
information on New Media and Internet Marketing, which can be found
in Chapter 4; Joe Chianese and the team at Entertainment Partners
for Chapter 7 Production Incentives; Douglas L. Lowell for his excellent
analysis notes to Chapters 2 and 6; Susan Muir at Film Finances;
our excellent assistant Michelle Murnum; Sydney Levine at www.
Syndeysbuzz.com; the sharp-edged reviewers independent from Focal
Press; and finally, but importantly, to our editor Simon Jacobs and book-
producer John Makowski at Focal Press.
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CHAPTER

THE INDUSTRY

How the Entertainment Industry Functions

This opening chapter beneficially presents a Google satellite view of the
entertainment industry’s 10 major participant categories, drilling down into
each of their specifics from a producer’s perspective. It also presents the
most successful independent production companies as development and
production businesses with well-exercised global distribution relationships,
some with their own distribution capacities. It further considers dynamic
new shifts in branding and distribution and the bold frontier being exercised
by entry-level and seasoned producers using these technology-enabled
industry upgrades. Finally, and appropriately, it examines story as the
unyielding critical core of each successful producer’s universe.
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MAJOR PARTICIPANT CATEGORIES
AND THEIR FUNCTIONS

There are 10 entertainment industry participant categories, each with
its fundamentally crucial and independent functions, each reliant on the
others for their survival and all with whom producers have relationships.
The most prosperous companies in each category are successful, in large
measure, because they sustain a perspective of how the whole industry
operates, continually sharpen their individual participation, some of them
stabilizing their positions by successfully operating in more than one area.

This perspective includes the view that (1) the entertainment industry is a
consumer-product business, (2) each participant contributes to and relies
on other participants, and (8) audiences, in their various target definitions,
are each project’s most important participants.

In their order of importance, here are the 10 categories of participants:

Audiences

Distributors

Independent Producers
Retailers and Licensed Media

Financing Participants

Distributor Subcontractors

Production Talent and Subcontractors
Ancillary Media and Licensees

y
2
3
4
5. International Territories
6
7
8
9.
10. Major Consumer Brands

PARTICIPANT CATEGORY 1:
AUDIENCES

Audiences are the highest priority participant category because they
provide the income. Without them, there is no industry.

the producer’s business handbook



After discovering a story they want to tell, it is highly beneficial for
producers to ask two audience questions:

1. By order of dominance, who are this project’s unique target
audiences? The answer to this question enables a producer to
discover the size, entertainment consumption, and media-use
profile of each of the project’s target audiences—in the project’s
primary global release territory and in each of the project’s other
major territories. Together, these are each project’s audience
universe. Knowing the sheer size of this audience, their branding
triggers, consumption profiles, and lifestyles become core elements
used in branding the project, engaging its audiences, planning and
forecasting the project’s development, production, and earnings.

2. How have these audiences responded to at least five projects
released in the prior five years that are most similar to the project
being considered? The composite of these becomes this project’s
comparable or antecedent model. These projects should be
chosen because they are most like (in order of importance) the
subject project’s emotional drivers in its anticipated advertising
and marketing campaign, as well as its above-the-line talent
(director and lead cast), story, and genre. The discovery of these
comparable projects provides producers crucial understanding
in the branding of the subject project and enables them to most
accurately project its gross receipts, the producer’s share of
gross receipts, release strategies, brand partners that should be
considered, and other valuable information.

Internal Greenlight Analysis

The answers to these two questions provide a project’s income and
distribution cost prospective that, when combined with the project’s
estimated production costs, allow producers to determine whether this
project has a sufficiently high success probability to proceed with its
development. This is a producer’s internal greenlight process.

the industry



Producers determine the earnings-to-cost ratio that each of their projects
must meet or exceed to be greenlit. It is common among seasoned
successful producers to use a two-to-one earnings-to-cost ratio.

For instance, if a project’s audience profiles and project comparables
point to earnings high enough to be twice the project’s projected all-in
production cost (its earnings-to-cost ratio is two-to-one), this producer
would continue with development. If a project’s target audiences lack
dynamic consumption profiles or are too small or difficult to reach in
comparison to the project’s costs, the producer should pass rather than
proceed. The project should only be kept if earnings potentials can be
increased, production costs diminished or enough of each to render it
feasible.

To be consistently profitable/successful, producers must be as committed
to their business criteria as they are to their creative. Both must be satisfied.

The specific methods of obtaining and analyzing this information and
a complete explanation of obtaining a project’s internal greenlight are
presented in later chapters, especially Chapters 2 and 14. The following
diagram demonstrates the fundamental economics of this process.

(Ratios are from recent historical comparisons)

Global, all rights projected cross income $94.0
Less theatrical participations, distributor’s fees, and expenses $65.5
Distributor’s net $28.5
Negative cost and production financing expenses (actual estimated

$12.0
budget)
Ratio of distributor’s net income to production costs 2.4:1
Feasibility Recommend proceeding

Figure 1.1: The Project’s Internal Greenlight Analysis (in millions)
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Audience Orientation

Producers find it beneficial to understand and use the terms, reports, and
culture employed by global advertising agencies and reporting entities
in their unique territories, such as Nielsen Media Research, TV By The
Numbers, Ad Age, and MPAA inthe U.S. Being well exercised in this culture
is essential to understanding their reports and is especially beneficial in
a producer’s relationships with global distributors, product placement
and premium tie-in brand representatives, advertising agencies, public
relations and promotion companies.

Audiences in most global territories are categorized demographically by
age as follows: kids 5 to 11, youth 12 to 17, and adults 18 to 24, 18 to
34, 25 to 34, 25 to 44, 25 to 54, 45-plus, and 55-plus. Audiences are
also identified and evaluated by lifestyles, such as active adults, affluent
adults, educated adults, inner-city youth, working women, and so on.

Excellent, easy-to-use audience research analysis tools and databases in
the largest global territories (such as Arbitron and Nielsen in the United
States; see Chapter 16 for information sources) are available to producers
at reasonable costs or are accessible through major advertising agencies
and media planning and buying companies. These online audience
research tools allow target audiences to be searched, sorted, and identified
by an extensive array of demographic and lifestyle search criteria. The
lifestyle options are broad, the data are reliable, and the reports are
exceptionally useful for audience quantifying and qualifying.

For example, you can sort a given territory’s major metros by women 18 to
34 who are college graduates, watch streamed media at least three hours
per week, download music at least once a week, and comment on social
media at least three times a week. The requested report can reveal how
many are in this audience universe, where their population concentrations
are, what are their consumption profiles for the various media, which
programs they watch at least once a week, and so on.

the industry



Becoming conversant with this information and the sources from which it
is derived can be highly beneficial, as the application of this information
becomes a powerful tool for producers who will be reviewing and/
or originating prospective release strategies, early stage marketing
campaigns, media buys, and projecting projects’ earnings.

Audience Age Demographic
Kids 5-11
Youth 12-17
Adults 18+
Youth & Single Adults 12-24
Older Youth & Single Adults 16-24

Figure 1.2: Primary Audience Age Demographic Categories

Distributor-Pitch Preparation

Each distributor relies on its own data, exclusive and open market sources
of information, evaluation processes, and experience to determine which
projects they will release and how they will do so. Also, though most of the
projects they release come from independent producers, these are chiefly
from production entities with whom they have long-standing, multi-project
relationships and are equity partners in addition to being their distributors
for certain global territories and media. Further, they are used to most
of the other independent producers who approach them to be capable
in pitching the creative tenets of their projects, but being unfamiliar with
the mind-bending sophistication of branding and releasing projects in the
world’s global territories.

It is important for producers to understand that for projects distributors
are interested in, they will perform their own well-honed market analysis.
However, they will be both intrigued by and extend a possibly broader,
more valuable relationship to producers who can point to their projects’
target audiences, comparable projects, and potential branding partners
and strategies.
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Pitching projects to distributors, after having first fulfilled their internal
greenlights, empowers producers to present the fundamental core
information essential for distribution executives to evaluate their interest.
This information includes the project’s audiences, recently released
comparable projects, and estimated gross receipts in the distributor’s
territory. Producers armed with this information are in the strongest position
possible to both present and negotiate from the distributors’ perspectives.

Chapter 2 reviews ways to present this information appropriately to receive
optimal positive distributor responses.

PARTICIPANT CATEGORY 2:
DISTRIBUTORS

Just as audiences are each project’s primary business consideration, so
are distributors each project’s second most important participant, as they
are the project’s connection to its audiences.

Each project’s major distributors, marketing and sales companies in its
global territories, establish its brand presence to its respective target
audiences and to the various media through whom they distribute.

In the United States, the major distributors are 20th Century Fox,
NBCUniversal, Disney, Paramount, Sony, Warner Bros., and Lionsgate.
Each of these is a full-service studio in the traditional definition, except for
Lionsgate, which only lacks a studio lot. These seven majors are global
all-rights distributors, able to distribute worldwide to every theatrical,
nontheatrical, and ancillary market. And they are the prominent U.S.
theatrical, streaming, and home entertainment distributors for major U.S.
independent producers.
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In addition to the major studios are the following distribution outlets:

1. Independent theatrical distributors.
There are several strong independent theatrical distributors, three
of which are owned by major distributors (Sony Pictures Classics,
Fox Searchlight, and Focus Features). One of the largest and best-
operated of the independents is STX Entertainment. The largest
of these are all-rights distributors. A group of new or repositioned
veteran distributors are now filling the shoes left by studio divisions
chiefly concentrating on wide releases. These include Roadside
Attractions, IFC, Magnolia Pictures, the Samuel Goldwyn Company,
A24, The Weinstein Company, The Orchard, and Bleecker Street
who are especially adept at releasing niche/special-handling titles.

2. Direct international territory distributors.
The largest of these are studios within their respective international
territories, which produce and direct-distribute to all the major
media in their territories and who also sell their projects’ rights
globally. These distributors are presented in Chapter 3.

3. International Sales Agents (ISA).
The largest of these organizations finance and co-produce some
of their own projects, in addition to acquiring projects and licensing
international rights and distribution services for their independent
producers’ projects. These include FilmNation, IM Global, Myriad
Pictures, Voltage Pictures, and Highland Film Group.

4. Producers’ representative organizations.
These organizations plan and execute sales to ISAs or distributors
in international territories, and they may also plan and engage all
U.S. rights sales of their independent producer clients’ projects.
Among these are the major agencies including CAA, ICM, WME,
and companies such as Cinetic Media and Gillen Group.

5. Television syndication companies.
These companies plan and carry out sales to television stations,

the producer’s business handbook



cable television networks, and the cable and satellite television
systems. Major U.S. television syndication companies, most of
whom also do international television syndication, include Warner
Bros. Television (WBTV), 20th Television (20TV), ABC Syndication,
CBS Television Distribution, Sony Pictures Television, and Lionsgate
Home Entertainment.

Publishers.

These entities are discussed in more detail in Chapter 5 and
primarily include book publishers who are either republishing
novels associated with projects being released or publishing new
novels based on original screenplays; graphic novels, comic book,
coloring book, and workbook publishers who create and release
books coordinated with project releases; and paper-based role-
playing and other game publishers who create and distribute their
respective products timed with project releases.

. Ancillary rights sales companies.

These organizations, examined in Chapter 5, include companies
specializing in merchandising, in-flight, scholastic, ships-at-sea,
and other sales and marketing.

ESTABLISHING EACH PROJECT’S BRAND

AND THE STUDIO OPERATING PERSPECTIVE

The operations and functions of U.S. theatrical distributors are presented
in Chapter 2. The following section merely introduces both the distribution
phenomenon of establishing a project’s brand as well as the distributor’s
operating perspective.

Brand Presence

In each global territory, every project’s value for its successive available
market is primarily established during its premier release. This is where
the brand, the audience perspective, and the project's entertainment
value are established.
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Audiences typically have a higher presumed brand perspective of projects
that have a theatrical premier. As is thoroughly explored in Chapter 2,
although theatrical is the most brand high-profile window, media expenses
for brand establishment in many global territories are so costly that most
projects do not earn sufficient income from their theatrical releases to fully
recover their brand-establishing advertising expenses.

The physical aspects of theatrical distribution are highly sophisticated. For
some territories, these functions include booking the multiplexes and the
screens within them that are best matched with each project, negotiating
favorable film rental terms with the circuits, media/advertising creation and
buy, staging the physical release of the project through film exchanges,
and, finally, the actual settlements that are negotiated with each theater
circuit after each project’s play. How well the distributor performs these
operations substantially determines each project’s success.

For example, audiences expect the finest projects to be on the largest
screens at the best theaters. A good project booked at a questionable
multiplex or playing on a smaller screen sends a message to the target
audiences that it may be a poor project, potentially overturning other well-
executed distribution moves.

As complex and crucial as physical distribution is, however, the peerless
genius in the art of distribution lies in establishing the public’s opinion
of each project before its release, creating buzz through use of teasers,
games, opinion leaders, social media influencers, as well as through
paid advertising, ground-swell and spectacle publicity, promotion, and
increasingly viral social network marketing campaigns. These are the
processes through which projects become must-see major brands to their
target audiences.

A brand is the name by which consumers identify a product or group of
products. Apple, BMW, Levi Strauss, and Nike have the luxury of fighting
for sustained brand dominance. Theirs is a continuing and rugged battle,
but it pales in comparison with project entertainment brand establishment.
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Every Project Released Is a Separate Brand

Each project must come from absolute obscurity (except for franchises,
sequels, pictures based on stellar-successful global games or novels) to
become top-of-mind with each project’s target audiences. In most major
global territories, strategic marketing planning begins 12 to 24 months
before a project opens and is substantially accomplished in a final major
media blitz beginning three to six weeks before the project opens, often
in concert with other established brands catering to the same target
audiences.

Interritories that substantially rely upon online and television ad campaigns,
such as the United States, the ad buys may have a reach and frequency
performance as high as 12 impressions (advertising viewings) by 80
percent of that project’s target audiences before the project opens. In the
United States, depending on the target audience and time of year, the
cost of media alone for a studio-released project is typically $40 million to
$70 million before the project premiers.

Brand presence is so fundamental to a project’s earnings performance in
every succeeding distribution category that distributors’ projections of the
project’s gross earnings are forecasted as a percentage of each project’s
opening weekend theatrical receipts.

Typically, the distributor originates and directs the entire campaign, and itis
the campaign, its online events and strategies, media buys, brand tie-ins,
and promotions that drive each project’s opening audiences. However, it
is social networks’ instant mass-messaging and texting that create waves
of wildfire positive endorsements, or deepfreeze warnings to keep away
that make and determine each project’s post opening success. Still, the
project must be in the marketplace and on the right quantity of screens.
It must have a brand made recognizable by a campaign. The producer
creates the project that will push massive enabling or quelling audiences.
It is the distributor that creates the expectation for each theatrically
released picture, places it on the right multiplex screens, and primes this
project to be a huge hit. The producer and distributor work together, each
project’s audiences providing its earnings life.
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Though critical reviews have little opening weekend effecton projects whose
primary audiences are kids, youth, and young adults, these audiences’
decisions are the most overwhelmed by texts, social media comments,
posted reviews, and other social network interactions by friends, groups,
and opinion leaders. The most powerful influence will always be each
project’s audience entertainment impact. However, for projects that may
elicit either strong positive or negative responses, strategic preparation is
wise, doing all possible to amp positive posts.

Producers should carefully consider each project’s uniquely high-impact
use of games (especially phone), as well as radio and outdoor advertising
as brand-making, audience-driving forces. Examples of this were the pre-
premier release of the lead music and soundtrack for the pictures La La
Land and Moana. These each impacted brand awareness for opening
weekend and substantially fueled audience downloads and music sharing
throughout their launch. Outdoor and radio promotions and commercials
are especially high-impact during fair weather and school-break periods.
For most leading global territories, the two major campaign elements that
determine each project’s opening two weeks’ theatrical gross are

(1) how motivating the internet, mobile, and television commercial
spots are to the project’s unique target audiences, and

(2) the reach and frequency of the campaign’s Internet and
television buy/schedule for these target audiences. Mobile,
Internet, and television are the hammer media for all audience
categories, though clever-audience-hook use of radio, outdoor,
and print (Instagram) events and advertising provide powerful
audience response.

Producers benefit their projects most when they focus its pre-opening
brand establishment. Ifitis a theatrical release, they do everything possible
to assure their campaign creative has deep emotional impact in their
targets, and the media planning and buying is dialed in so the aggregate
is significantly beyond the critical mass response needed to optimize their
audiences, as this will largely determine each project’s opening weekend,
and consequently their continuing earnings.
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In summary, each project’s premier branding largely determines its
earnings capacity in all subsequent distribution release windows.
Regardless if a project premieres theatrically, internet streaming (Netflix,
Amazon, and Google in most territories), premium cable (in the United
States HBO/Cinemax, Showtime/TMC, and Starz/Encore), broadcast
network television (in the United States ABC, NBC, CBS, Fox, and CW),
cable television (in the United States includes ScyFy, Comedy Central,
Lifetime, and so on), as an independent web special or series (especially
YouTube and Vimeo), a game (platform on Xbox, PlayStation, Game
Cube, or PC single or multi-user games, mobile phone games, and virtual
reality), the success of each of these is largely determined by its premier
branding. Every production-worthy project deserves sufficient branding to
elicit an audience pulse-beat. This is entirely the producer’s responsibility,
until a distributor is engaged. Once a distributor is on, it continues to be
the producer’s responsibility until the branding has audience-traction.

Distributor’s Theatrical Release Operating Perspective

Each theatrical screen is a unique retail environment. It typically
accommodates only one project at a time. Consequently, exhibitors
(theater owners) closely examine the earnings performance of each
project on each screen. When gross receipts fall below a screen’s house-
nut (the exhibitor’s attributed cost to provide and operate that screen),
the project is replaced with another. For example, if a U.S. exhibitor has
a screen with a weekly house-nut of $3,200 and that week’s gross was
$2,800, the distributor knows the exhibitor will soon replace that project
with one that has a higher grossing potential.

As discussed earlier, the theatrical revenue that a project earns during its
opening week is largely predicated on the effectiveness of its campaign.
After the opening week, the dominant social networked audience opinion
largely determines a project’s ongoing theatrical life. This being the case,
distributors re-create and redefine post-opening campaigns to drive peak
audience attendance.

Marketing media from five seconds to three minute teasers, commercials,
and trailers, embedded in every form of mobile/tablet/computer
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communiqués, as well as in paid advertising are the most audience-
convincing campaign elements. This is largely because they allow
audiences to sample a project’s emotionally tantalizing elements before
they invest their time and money, hopes and dreams to experience it. This
sampling is sufficiently motivating to initially overpower negative reviews.
When viewing the campaign, the audience sees and hears evidence
that a project is indeed funny, exciting, romantic, scary, or contains
other emotional deliveries that motivate them to see the project or not.
When deciding which picture to see, audiences rely more on their own
experience, even when that experience is limited to five seconds to three
minutes.

Some tech-savvy audience constituents even produce mash-ups (re-edits)
of campaigns to show their motion picture enthusiasm or disdain. These
are especially powerful because they are from the audience. Distributor-
prepared audience pre- and during-release Internet sampling has much
more of an impact on audiences than does TV, as it is

(1) better targeted

(2) more personal than TV delivered

(3) significantly less costly

(4) interactive and

(5) delivers immediate audience information.

With the power of social endorsement, Internet campaigns are now more
influential with all audience profiles. Social networks establish the “buzz,”
the “have-to-see,” and peer-to-peer word of mouth both before and after a
project premiers. These are and will increasingly continue to be the major
audience-drivers, especially for kids, youth, and young adult audiences in
most territories.

Every distributor’s first responsibility is to get its project’s target audiences
into theaters—or whatever is their project’s premier venue. Campaigns
drive audiences; audiences drive each project’s income; each distributor’s
prime genius and focus is upon their projects’ premier and after-opening
campaigns.
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Even in early development, when producers make their earliest project
presentations to distributors or sales agents, the most beneficial outcome
is achieved by remembering that distributors and sales agents are most
interested in the projects salability—the audience’s response to the
project’s campaigns. Producer’s achieve their most positive distributor
outcome when they help them see, by whatever means, a project’s
branding power.

PARTICIPANT CATEGORY 3:
INDEPENDENT PRODUCERS

Successful independent producers envision and then produce the
most intimate and powerfully impactful stories ever told. Each project
released typically first passes through years of screenwriting and other
development before it is ready to produce; and then gestates a year or
more through its extraordinary production. Whether a project is short
or feature length, small or large budget, every project deserves to be
worthy of its audiences, have a feasible plan to connect with them, and
have a plan that will likely recover the project’s costs and return a profit
to the producer and partners, enabling them to continue in their craft and
business.

Producers operating in this fashion are Balanced Producers. These are
the industry’s leading and most successful producers. They plan and
manage all their projects sales and distribution and often directly conduct
some sales.

Balanced Producers

An important (hopefully early-career) question for producers to answer is,
“Do we solely want to make projects that are the purest expression of our
artistic vision? Or do we also want to share our vision of the story with the
largest possible audiences and earn a profit?’

Fundamentally, most producers want their projects to fulfill these three
major objectives:
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1. Creation.
To powerfully produce my vision of audience-worthy stories.
2. Audience.
To play my projects to the largest global audiences as possible.
3. Profits.
To recover costs and receive a fair participation from my projects’
earnings.

Balanced producers are simply that. They understand and sustain a
balance between their projects’ creative visions, audience, and profits. As
of this writing, there exists a small group of balanced producers, operating
principally in the major global markets. These include Working Title Films
and See-Saw Films in the UK. In the United States, most are in New York
or Los Angeles, including Plan B Entertainment, Blumhouse, Chernin
Entertainment, and Annapurna Pictures. The projects that come from these
producers and their production companies consistently receive global
distribution, are profitable, and attain their producers’ creative visions.

Balanced producers understand the essential importance of both
preparing their projects for the global marketplace and preparing the global
marketplace for their projects. Consequently, their creation and production
decisions are based on their initial global distribution responses. It is these
relationships that vet their projects’ production financing and assure each
project’'s maximum earnings in each global territory.

Because of this operating model, most of these producers can use
banks to aggregate and provide their production financing, secured by a
combination of production incentive (tax credit/rebate) programs, above-
the-line or major vendor equity/profit sharing deferment deals, presales,
gap funding, and private equity financing. They release their projects
through distributors who participate in their valuation and greenlighting
analysis, and they extract the maximum possible media and rights
earnings from the various global territories.
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To become a solid, profitable balanced production entity, producers
must employ a regimented, balanced approach to project selection and
distribution that leads them to such success. Producers should do the
work that engenders the broad global industry relationships that these
companies enjoy. Such an operating model is the result of a consistent,
balanced approachtothe creative development, financing, and distribution
of their projects.

These companies’ operating processes naturally mitigate risk, their
projects are principally released by major studios (more than 90 percent),
their projects are generally profitable (more than 80 percent), and
accordingly their organizations build value.

Before committing to a project’s production, in most cases even before
acquiring a literary property or idea (except for bidding frenzies, which
rarely serve even the winner well), balanced producers proceed only
when their research verifies that the producer’s potential gross profits are
sufficiently high compared with the project’s approximate production and
distribution costs. If these numbers do not proof out, balanced producers
have the following decisions to choose from:

(1) lower the production budget

(2) increase the project’s earnings power

(3) pass on the project, or

(4) know it will be a money-losing project and be sure all investors
and production members realize they are doing it for reasons
other than profit.

Sometimes referred to as “passion projects,” even creative triumphs can

be shallow victories if few people ever see them and they do not earn
enough income to cover production and distribution costs.
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The Most Successful Producer’s

Development and Production Approach

To receive the greatest creative freedom and highest earnings, producers
should sustain a balance among each project’s story, audiences (as
vetted by a combination of domestic and international territory distributors
or agents, preferably during the development phase), and a healthy
ratio between the cost of production and the producer’s share of profits
(presented in Chapter 2). Successful producers sustain this core business
balance.

Just as these producers’ project production analyses include script
breakdowns, production boards, schedules, and budgets, so do they
include financial projections, global rights sales analysis, distribution
window and ancillary products and license schedules, potential premium
tie-in lists, and marketing recommendations for and eventually from sales
agents or directly from distributors in the major international territories.
These processes are more fully presented in subsequent chapters.

For example, understanding the intricate business of project rights
sales allows producers to plan, oversee, and even perform some of the
distribution of their projects with the same predictability as they manage
these projects’ production. Just as there is only one opportunity to produce
a project, there is only one opportunity to premier a project, establishing
its overall value.

For instance, knowing that a project lends itself to the massive gaming
world, toys, novelization, music, and merchandisable products allows a
producer, while still in development, the advantage of engaging these
formidable relationships as part of the project’s development, as well
as including in the project’s production the creation of cover shots to
optimize the project’s play in some international versions, in-flight, and
television. At the same time, the screenplay’s novelization can be planned
and a publishing relationship put in play. Planning the novelization allows
sufficient time to publish a paperback to release prior to the project’s
release, and feature the project’s one-sheet (poster art) on its covers both
online and at retail checkout stands.
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Each project’s merchandisable goods can further cross-promote and be
released in their optimal timing. Without the producer’s involvement in
these processes, the marketing and income benefits are typically lost.
Independent production is inherently intense. Yet, producers embracing
these additional practices draw in each project’s greatest possible:

(1) profits
(2) branding, and
(3) ancillary partners.

The extra work these require during development is always more than
offset by their powerful marketing and income benefits, infusing each
project with the greatest possible stability and sanity.

Producers should not expect their distributors to plan and prepare as
early or as comprehensively as they will. If the producer is the project’s
parent, consider the distributors as aunts and uncles. Although a crucial
part of the family, they will never care for the project like the producer will.

Before a producer commits to a project, they should process it through
their own in-house tests, as presented in later chapters and summarily in
Chapter 14. After a producer internally greenlights a project, then it is time
to bring in the rest of the family.

To sustain sanity and balance in their companies and careers, independent
producers should establish and follow these basic creative and business
processes to experience the artistic, operational, and compensatory
benefits. When producers (the third-tier participants) develop, produce,
and distribute their projects, deeply meshed with their audiences and
distributors (the first-and-second-tier participants), all other industry
participants (tiers 4 through 10), will respect and confidently participate
with them.
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PARTICIPANT CATEGORY 4:
RETAILERS AND LICENSED MEDIA

These participants are:

(1) theater circuits (exhibitors)

(2) home entertainment sales and rentals through kiosks, retail and
online stores, and downloading

(3) VOD (Video on Demand), OTT (Over The Top), and SVOD
(Subscription Video on Demand) to all screens

(4) television premium cable networks

(5) free broadcast/cable television networks, and

(6) free television syndication participants, including cable
networks, independent television stations and systems.

The producer’srelationships with each of these are presented in subsequent
chapters. This section focuses on the larger view of how these retailers
impact and contribute to each project’s income and cooperate together in
the entertainment arena.

Itisimportant torealize that each of these represents a major, sophisticated,
and separate industry. Each has separate associations and conventions,

Distribution Window Time From Prior Window Cumulative Months

Electronic Games ) 6-12 wgeks 3 months before theatrical
prior to Theatrical Release
. 3-8 weeks ]
Paperback & Music prior to Theatrical Release 2 months before theatrical
Theatrical Pre_mlere Theatrical
opening day

(RIS [EEREmEE: R / Day & Date to 3 months later 3 months after theatrical
Sell-Through
VOD/SVOD/OTT 1st day to 3 months later 3-6 months after theatrical
Premium Cable 3-6 months later 6-12 months after theatrical
Network Television 6 months later 12-18 months after theatrical
Syndicated Television 12-24 months later 24-42 months after theatrical

Figure 1.3: Traditional U.S. Distribution Windows
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and each makes its own crucial and specialized contributions in selling to
its specific and unique audiences.

They are similar, however, in that they all rely on producers to deliver
dynamically entertaining projects and for each project’s premier distributor
to establish its powerfully audience-motivating brand.

Distribution Windows

Although each project’s release schedule is singular to its audiences,
marketing power, premier date, financing, and distribution agreements,
the typical U.S. distribution windows for a theatrically premiered project
are as follows:

In addition to the substantial and sophisticated campaigns mounted
by theatrical distributors, each of these participants makes the
following branding contributions:

1. Theatrical exhibitors (theater chains) plan and purchase print
(newspaper) advertising in their theaters’ markets. Most exhibitors
have their own in-house ad agencies that manage this process.
They also show in their theaters and stream on their websites:
teasers (provocative, high-emotion-impact movie peeks, ten to
thirty seconds) and trailers (movie inciting incident set-ups one
to three minutes) of coming releases, movie times, maps, and
links to purchase tickets. Also, in their lobbies they display one-
sheets (movie posters) and standees of current and coming
projects. Unquestionably, the most motivating contribution that
exhibitors make to each project’s success is providing a high-
profile exhibition environment with large screens, superior sound,
comfortable seating, and friendly, project-informed staff.

2. For theatrically released projects, the home entertainment
sector’s hefty-earnings relies primarily on audience demand that
was established for each project during its theatrical release.
For U.S. theatrically released projects, because most of these
projects’ theatrical income is insufficient to recover their distribution
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costs, most of their theatrical distributors are also their home
entertainment distributor. This allows these distributors to have
offsetting earnings from both major and overlapping windows and
to seamlessly manage and advance each project’s branding for
BOTH distribution sectors. For most projects, these distributors also
provide additional Internet, television, and other media advertising
and promotion, but much less than during their theatrical release.
Following screening motion projects theatrically, the unquestioned
preference by audiences worldwide is to stream their entertainment
to whatever device they prefer at the consumption moment. In most
Asian and European territories, streaming to their screen of choice
has almost completely eclipsed every other access means. The
U.S. still has some DVD and Blu-ray sales and delivery, but these
are and will continue to diminish in favor of streaming for one-time
viewing and cloud storage for owning.

VOD (Video On Demand) / SVOD (Subscription Video On
Demand) / AVOD (Advertising Video On Demand) / PVOD (Push
Video On Demand) are each strong-growth sectors, as they each
provide a form of Video On Demand. This common attribute has
captured the attention and increasing use of all target audiences.
Each of them want each project in its fully robust access, on all
screens and transacted by pay-per-view, monthly subscription, or
audience-profiled advertising. This is where the entertainment is
moving, until it has all moved there. Audiences in every territory
are demanding it.

Premium cable networks (in the United States Home Box Office
Inc.: HBO and Cinemax; Showtime Networks: Showtime, Flix,
The Movie Channel; Starz Inc.: Starz, Starz Encore, MoviePlex;
Studio 3 Partners: Epix) are uniquely important licensees
because producers can more easily license directly with them.
Audiences continue to subscribe to them because there are
few of them and in their aggregate, they provide entertainment
in which each target audience has an overall interest.
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