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HEDGE BETS

Even companies that churn out hits
use pre-sales to minimize the downside
By Rachel Abrams

HEN DREAMWORKS Studios decided to start pre-selling international
territories one year ago, some observers took it as a sign that its
main financier, India’s Reliance Entertainment, was scaling back.
DreamWorks insisted the strategy just helped the studio make bet-
ter use of the money it had, A year later, one thing is for sure: Even
companies with pedigree, equity and studio distribution need to hedge their bets.

“People used to be walking a tightrope when they acquired a movie, (but) with
the knowledge that there was as safety net underncath them,” says David Garrett of
London-based Mister Smith Entertainment, which {s handling DreamWorks' pre-
sales in Europe, the Middle East and Africa. “Now it’s a bit like walking a tightrope
knowing that if you fall off the tightrope, you die. ... That makes the whole business
much more precarious than it used to be”

DreamWorks is backed by Reliance’s $550 million equity investment in the com-
pany, committed back in 2008. When the studio inked its presales deal with Mister
Smith last year, [L effectively gave away the upside in certain markets in exchange for
covering more than half the negative cost per film, according to an insider.

And while some might say that you don't give away the upside unless you have
Lo, others would argue that today’s financial climate requires a prudent approach to
spending the money vou already have.

According to DreamWorks prexy Jeff Small, it's not smart to fully commit all
financial resources at once without some hedging. “There is an optimal amount of
movies that the company can make,” he says. “If you take any kind of financing and
(you go ahead and make 10 pictures just) because you have the money, that's really
short-sighted.”

DreamWorks, according to Small, aims to make four to six films per year under
its new strategy — about the same, on average, as what it was producing before. So
far, the company has two films slated for release in 2014: “Need for Speed” and “The
Hundred-Foot Journey” Small adds that the company is likely to put two additional
pictures into production for next year.

“I think that every company in every business in every industry wants to find

ways to use their capital efficiently and
to streteh It out as far as possible,” Small
says. “It helps (DreamWorks toppers)
Steve (Spiclberg) and Stacey (Snider)
have more flexibility to make what they
want to make

Garrett, a co-founder and former pres-
ident of Summit Intl, believes that effec-
tive use of capital is necessary even for
companies that churn out hits, Summit
sold International rights to juggernaut
“Twilight” but kept North American.
That liberated more cash for the compa-
ny to invest elsewhere.

“If we had put “Twilight' through a
studio worldwide, we would have been
an awful Jot richer, but we would have
never got all our other films made. We
wouldn’t have gotten the third “Twilight'
made without the other independents
supporting it,” says Garrett, referring to
Summit’s distribution partners, “There’s
synergy there”
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Pre-selling certain inter 1 terri-
tories can also help hedge against region-
al instability in a way that doesn’t hap-
pen with a studio distribution deal. If a
film earns $1 million in South Korea, for
instance, but loses money for distribu-
tors in France, the losses in Gaul don't
cancel out the surplus.

“You still get to keep that million dol-
lars in Korea,” Garrett says. “If you're
working with a studio, effectively all
the losses and expenditures cross, (and)
you’re less likely to see anything”

The usual arguments against pre-sales
persist, but they're weakening.

One big advantage to working with a
studio worldwide is that the majors are
more inclined to spend on P&A, and they
can generally drive better deals in ancil-
lary markets such as television. But even
here, piracy, the collapse of traditional
windows and the fall of the DVD have
made it tougher even for the majors to
score big dollars in the big territories.

For cxample, the studios used to have
output deals that capped at 30 films with
a base price of $1 million to $1.5 mil-
lion per pic, but that’s often no longer
the case. "You'll probably find that even
though the studios still have output deals
in the major territories for free and pay
TV ... in some cases you'll probably find
that it’s for far fewer films and for far less
money” Garrett says.

That's led studios to become much
more discerning about what product they
acquire. Producers can’t rely on ancillary
revenues to prop up marginal material
anymore, despite growth in some inter-
national TV markets.

“Film basically doesn’t have the same
currency it used to have in television.”
Garrett says. Library titles, for instance,
only go so far if they've already been
exploited digitally or pirated heavily.

“If you talk to most people about why
they would subscribe to pay TV services,
they would probably say for the sport or
the original programming,” he adds. “You
can get libraries of movies all sorts of
ways. Anyone wha's really wanted to see
that movie has probably seen it, whether
legitimately or not.”

Kevin Ulrich

CEO, Anchorage Capital Group

With his MGM board seat andl Anchorage as the
company's shareholder (almost 30% of the equity),

Ulrich has helped steer the Lion's return as an effective
independent studio. The financial restructuring has put
the studio back on solid financial foating and preserved
its independence In the face of pressure for a sale. He also
helped put in place a team that has produced hits such as
the recent Bond and *Hobbit”" movies.

Jim Berk

CEO, Participant Media

Under this tenure Participant — known
for backing issue-oriented fare ("The
Help;” “Lincoln,” “The Fifth Estate”) — has
expanded, partnered with Doha Film
Institute, formed a $100 million five-year
revolving fund providing production and development
for 12 to 16 features over five years, launched a Latin
Arnerica production division to cofinance Spanish-
language films and started 3 TV channel, Pivot.

Bill Block

CEOQ, QED Intl.

Backed with a mid-eight-figure
investment from Media Content Capital,
the production, financing and sales indie
spent $1million in February on spec
“Fury"” and quickly attached Brad Pitt to
star; Sony refeases the film in 2014. The company flexed
its intenmational sales muscle at Cannes with a commercial
mix of mid-range-budget pics, induding Amold
Schwarzenegger starrer "Salbotage” and has been
confidently building its exec ranks. It was behind
Sony-distribbad “Elysium®

David Lancastey,
Gary Michael Walters
Co-presidents, Bold Films
Their indie production/finance shingle
deals with budgets ranging from $5
million to $40 milion. Projects include the
Olatunde Osunsanmi-directed “Evidence,”
Ryan Gosling’s directorial debut *How to
Catch a Monster” — its third Gosling
collaboration toliowing "Drive” and “Only
God Forgives” — lake Gyllenhaal's
*Nightcrawler writer-director Damien

o Chazelle’s "Whiplash, ABC drama “The
Black Box" and a TV series with Scny Television/Syfy
Channel based on thelr feature *Legion.*

THESP GETS FUNDS
Bold Films backed
Ryan Gosling’s
directorial debut
“How to Catch a
Monster,” its third
collaboration with
the actor.

Randall Emmett,

Furla
Co-founders & CEOs, Emmett/Furla Films
One of the most prolific indie producers
around, Emmett/Furia has financed more
than $300 million in pics since 201,
concentrating on mid-budget titles that
Hollywood majors have shunned. Thelr
2 Guns!" distribbed by Universal. had a
healthy B.O. take. Also on the Emmett/
Furla slate: Baltasar Kormakur's “Everest.”
again with U, and "Escane Plan” with
Sylvester Stallone and Armold
Schwarzenegger. And (est Hollywood think its all
popcom fare, the shingle is financing Martin Scorsese’s
“Silence”

Steven Farneth

Finance executive, Cinetic Media

Sinee joining Cinetic Media from ThinkFilm seven years
ago, Fameth has become an Increasingty vital presence

in the company. handling both film finance and talent
management. "Before Midnight.' “The Kids Are All Right
“The Bling Ring” and "Somewhere” are among the recent
films that have benefitted from his touch, with *Black Kid
“My Old Lady" and "The Grace That Keeps This World" on
the horizan,

Stuart Ford
CEO, IM Global
o The exec just reupped at the shingle,
which is maiority-owned by Reliance and
Invests in three $20 million-$40 projects
annualty — though its $75 million

- 7 “Walking With Dinosaurs” is cot for
December. The company has just opened a Beling office.
Its sales operation is hot; a deal with Biumhouse Intl.
holsters its commercial offerings while its other pacts
include a Latin American joint venture, Mundial, and
worldwide output deals.

Graham King
CEO, GK Films
Backed by billlonaire ofiman Tim
Headington, he stumbled through some
misses — including "Hugo," which puta
big financial strain on GK Films. But the
resilient King led the shingle into.
comeback mode in 2012, backing "Arge” ($222 million
worldwide) and co-producing “World War Z* (pushing
past $500 million). It's got several films in development
with Johnny Depp's Infiniturn Nibil, “Jersey Boys" with Clint.
Eastwood attached and a reboot of “Tomb Raider”

Milan Popelka
COO, FilmNation
Popelka oversees day-to-day operatians,
manages all financial aspects, leads
business developrment and strategic
planning, and works with production and
= development. FilmNation, whase
five-year cumulative box office is $1.86 billion, recently
abtained $50 million in additional capital via an equity-
backed revolving credit facllity with Bank of America
Merrill Lynch and Union Bank. it's financing "The Rules of
Inheritance; starring Jennifer Lawrence, and “The Rover,’
starring Robert Pattinson.
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David Ellison

CFO, Skydlance Productions

Ellison made a big splash In 2010
when Skydance raised $350 million to
cofinance and co-produce pics with
Paramournt — a move that got him
Into Vartety's Dealmakers Impact
Repaort that year. Since then his shingle has taken on a
critical role as financlal architect of some of the studio's
biggest tentpoles, helping bring to life such films as
“Star Trek Into Darkness” and *Mission; Impossible

- Ghost Protocol” Skydance has renewed its Par
partnership through 2018, with “Jack Ryan" and
“Terminator 5* looming on the horizon,

Megan Ellison

Founder, Annapurna Pictures/

Panorama Media

Plenty of big-money financiers have
found their way hto Hollvwoaod, but
few have made 2 big a splash in as.
little time as this Oracle heiress, who's
galned fans amang such high-level
helmers as Kathryn Bigelow, Paul Thomas Anclerson,
Spike Jonze and Wong Kar Wal with her willingness to
fead generously budgeted autewr cinema through her
Annapurna shingle. Widening her sights beyond the
arthouse, Annapurna recently acquired rights to the
"Terminator® franchise, which Ellison will produce along
with her brother David's Skydance Productions,

Asif Satchu, Modi Wiczyk

Co-chairmen and Co-CEOs,

Media Rights Capital
Bringing together thelr previous
Investrment, finance and talent agency
experience, the duo recently closed a
five-year, $350 million revolving crediit

‘ facility with five banks, Among the

projects they've helped finance:
“House of Cards," “Ted,” *Elysium’ and
the upcoming “AMillion Ways to Die in
the West" and "Hiohwaymen.” as well
as content distributed by CBS, ABC.

Paramount. Universal, Warner Bres.. Sony. Fox, HBO

and Gongole

Clint Risker

Director, Screen Capital Int'.

Kisker, who speaks Mandarin, Is a
leader in secured lendling and partfolio
investments. In adecade. SCl has
completed fransactions in excess of
$7 billion. His roots in China go back to
the time when SCl inked a deal with Red Carpot
Cinernas to build 50 theaters by 2017 at a cost of $2
million to $3 million each. *China's theaters are only
ever going to get built once” he told Variety,

Chip Seelig

Managing partner, the Seelig Group

The finance vet put together 2 $400 million capital
raise to halp fund most of Fox's slate over the next

five years, including the next two ‘Avatar” pics. The
relationship dates to ‘05 when he arranged another

CHRIS PINE FRESH “Jack Ryan

starring Chris Pine,
s among prics funded via Par's deal with Skydance.

$400 rrillion deal as then-partner of Dune Capltal
Managerment, When Dunes negotiations with Fox
for another renewal broke down, Seelig, whod left
Dune 18months prior, stepped In and closed the deal
through the Seelig Group and Chicago-based hedge
fund Magnetar,

Amitabh Jhunjhunwala
Groupmanaging director, Reliance

A partner of DreamWorks Studias, Reflance
Entertalnment continued its invesument in

the filmmaker with an additional $200 million
commitment in Aprl 2012. The two companies have
a50/50 partnership and both benetit from the new
relationship with Mister Smith Entertainment. Rellance:
Entertainment Is a subsidiary of the Indlia-based
conglom Rellance Anil Dhirubhal Ambani Group, which
operates media and entertainment properties globally.

David Garrett
CEO, Mister Smith Entertainment
1 Launched in 2012, the finanang and
licensing shingle is a joint venture
between Garrett and German
producer/distrib Constantin.It signed
A adeal in September to service all
DreamWorks Studios media across Europe (excluding
Russla), the Middle East and Africa — including
“Delivery Man" and upcoming drama “The Fifth Estate”
MSE's first feature release, ‘The Mortal Instruments:
City of Bones" s rolling out

Bill Lischak
Co-president, OddLot Entertainment
He's been instrumental in
turning OddLot into a top
Hollywood production
company, hammering out
financing and distribution for
“The Way, Way Back” and the upcoming $110
million sci-fi actioner “Ender’s Game,”
establishing distribution ar with
Lionsgate, FilmDistrict and Summit, and
creating various joint ventures including
Quickdraw Productions with Robert
Rodriguez and sales company Sierra/Affinity.

Marc Schaberg

COO & CFO, Sierra/Affinity

Hemanages all money matters for the
International sales and production
financing company, which has come
onstrong with releases such as “The
Place Beyond the Pines," "The Call!
*Ender's Game" and "The Heat." Prior to launching
Sterra Pictures with Nick Meyer in 2009, he was a
founding partner at Element Films, where he
structured a $65 milion revolving P&A credit facility
with Merrill Lynch,

Jen Hollingsworth

Senior VP, strategic planning and opera-
tions, Lionsgate Motion Picture Group
She's the point person for all company
film financing. totaling several
hundred million doliars in 2013 and
encompassing third and fourth
Instaliments of the blockbuster
“"Hunger Games" franchise, Lionsgate’s new young-
adult actioner *Divergent,” and Ivan Reitmarys *Draft
Day In 2012 she also closed hundreds of millions in
financings, including funding for sleeper hit “Now You
See Me! and a single syndicated deal for “The Hunger
Games: Catching Fire” and "Red 2" She helped propel
Lionsgates fims toa global B.O. of aver $2.5 billion in
calendar 2012

Helen Lee-Kim
Partner/president of international,
Good Universe
At Lionsgate and Mandate, along with
Nathan Kahane and Joe Drake, she
launched more than 70 pics with
some $4.5 billion in box office, That
team Is now the backbone of Good
Universe, with the sales superstar charged with
expansion. She hit the international markets with laffer
“The Search Party.” Elton John biopic *Rocketman;’
“The Candy Store” with Robert De Niro and “The 33"
with Antonio Bandleras.

Adrian Alperovich
COO, FilmDistrict
The financing, production and
acquisition shingle’s topper oversees
' anupcoming slate that includes Spike
Lees remake of the Korean film
"Oldboy,” *Are We Officially Dating.”
starring Zac Efron; Paul W.S. Anderson's "Pompel™:
"Walk of Shame" toplined by Efizabeth Banks: and
"Selfless” starring Ryan Reynolcls, It also acquired US.
rights to Elton John biopic "Rocketrman

Benedict Carver
Senior VP, filmed entertainment,
Entertainment One
A fermer film reporter at Variety who
moved to Sony’s Screen Gems genre
division in 1999, Carver joined eOne in
September 201 and since then he's

- overseen the David Cronenberg
thriller "Maps to the Stars” and closed an exclusive
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