UK Film: Digital innovation and creative excellence

Chief Executive Officer's

foreword

- Our mission

To ensure that UK audiences can enjoy great
: films. We do this by:

= Celebrating and safeguarding our
i film culture

= Assisting our fIm industry

« Nurturing our flm talent

Our strategic objective for the

- next three years

To help ensure a successful transition into the
digital age for UK flm.

- Our six core activities

= Supporting British flms and flmmakers

= Nurturing skills and creative talent

e Encouraging innovation for the digital age
= Improving access to flms for UK audiences

= Conserving and making accessible the UK’s
i archival heritage

= Providing opportunities to learn about fim

The UK Film Council will be ten in 2010.
No doubt about it - since our creation,
the landscape for film in the UK has
changed for the better.

Gone are the hotchpotch of fIm funding
organisations, the dearth of specialised flms
shown outside London, and the lack of a
robust champion for the whole sector.

And although much has been achieved, it is
more important in this period of enormous
change to ensure we are doing everything
we can to help the film sector to meet the
challenges ahead.

Culturally and commercially, British lm

is riding high at the moment. Rapid
technological advances, a richer variety of
flms and a massive increase in the number of
opportunities for people to get involved are
bringing about the welcome democratisation
of both flmmaking and flm culture.

The UK also has a very successful fim
industry, which in 2008 turned over in
excess of £6 billion, contributed more than
£4 billion to UK GDP, supported over 35,000
jobs, and scooped 32 major flm awards.
Cinema audiences in the UK climbed to 164
million in 2008, while in 2009 inward
investment in the UK is at an all-time high,
testament to the underlying quality of the
UK fIm industry and the skills of those who
work in it.

But as we look to set our priorities for the

next three years, we can see huge challenges
ahead, particularly for independent flmmakers
and companies — so the need for an effective
voice for flm has never been stronger. Digital
technology is opening up massive new
possibilities, yet the existing business models
for flm fnancing and distribution are now
undergoing radical change.
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UK Film: Digital innovation and creative excellence

Chief Executive Officer’s foreword
continued

i At a time when many traditional sources of

i private sector fnance are diminishing and

i public funding is reducing, frst and foremost
i we believe that we have an overriding duty
to continue to support creative excellence

i and to protect investment in new British

¢ flimmaking talent. The commercial environment
i is becoming ever more risk-averse, so the

i reality is that we will need to take more risks.
! But in doing so, we need to maintain distinct
points of decision-making for funding where
i frst- and second-time fimmakers in
particular can receive support.

Alongside supporting creative excellence we
i also need to help drive innovation in the art
i and business of flm, to take full advantage
of the emerging benefts of the digital age.

But we must do all this against the backdrop
i of a fragmented UK flm sector, comprised
mainly of small companies, and at a moment
i when the UK Film Council is facing signifcant
i budget cuts. The UK Film Council must find

i savings of £25 million over the next three

i years. Which means that tough decisions
have to be made from the outset.

i At a time of falling public spending it must

i be right to ensure that investment in new

¢ Flm activity is protected as much as possible.
i Administrative and bureaucratic costs are

i therefore the frst place we must look for

i savings. So we are already taking steps to

i reduce our overheads and administration

i costs by 20%, or £2.2 million a year. The

¢ UK Film Council has already run on a capped
i overhead for fve years — but we must now

i cut deeper again in order to push as much
money as we can into front-line activity.

In addition, we are proposing to make two
i signifcant changes in our activity.

! First, a single unifed fim production fund
with multiple points of entry, focused on

i the pursuit of creative excellence and with a
i distinct emphasis on frst- and second-time

i flmmakers. We also expect this new fund to
i have a strong set of working relationships
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with other UK national and regional public
fIm funds and to be active in supporting
feature fims, Flm talent, short fims and
script development.

Not withstanding the success of the flm tax
relief, what cannot be put at risk is targeted
support for the development and production
of high-quality, distinctive and original
British Flms. By creating a well-funded
development and production department
to support flmmakers, we’re underlining
our commitment to protect independent
production in these tough times and to
promote emerging British voices as well as
the very best of our established flm talent.

Second, we also want to create a new
broad-based innovation fund, tasked with
helping UK flm companies across the value
chain make the successful transition into

the digital age. The proposed innovation
fund will identify new business opportunities
where technology and innovation can help
provide fnancial support for innovative fim
organisations looking to develop new
business models.

Together, these two funds characterise

our approach for the next three years: to
support the move into the digital age and
to champion the very best of UK fim talent.

Central to this mission is our undiminished
passion for ensuring audiences across the
UK have access to a wide range of flms.
Although much work remains, here too the
story in recent years is one of real progress.

We’ve funded over 200 fIm societies and
independent cinemas, benefiting
communities from the Isle of Skye to
Christchurch; set up the world’s frst Digital
Screen Network, giving UK audiences the
chance to enjoy a broad range of flms that
they would not otherwise have been able to
see; supported fIm festivals across the UK;
sponsored the pilot and now the current
rollout of FILMCLUB to thousands of schools,
introducing new generations of children to



i the best of British and international cinema;
encouraged diversity and delivered education
i through partnerships with the nations and

! regions; given over 20,000 young people the
opportunity to get involved in fFlmmaking

i through First Light Movies and Mediabox; in

i partnership with Skillset invested signifcantly
in FIm skills to enable nearly 7,000 individuals
i to beneft and further their careers; and

i helped launch the careers of some of the best
British voices working today, filmmakers who
i have gone on to win Oscars®, Palmes d’Or

i and BAFTAs.

i And of course the UK Film Council funds

i the BFI, to support the conservation of the

i UK’s Flm heritage and to improve access to
¢ film culture in the UK. The announcement

i in October 2009 of a £45 million grant for

i a new National Film Centre, alongside

£25 million for the Screen Heritage strategy,
i is a prize we have been chasing for fve years.
¢ It’s a key milestone on the road to securing

i the national archive collection, transforming
i the cultural offering to UK citizens in the
digital age, and opening up all the film

i treasures the BFI holds for the beneft of

i everyone. Clearly the next few years will be

i crucial as the BFI builds on this big public

i sector grant with donations from other

i sources in order to complete the financing
of the Film Centre project — but a good plan
i and the bedrock funding are now in place.

i The UK Film Council puts equal emphasis on
¢ its cultural activity and its work at the sharp
end of the UK flm industry. Both represent

i the two sides of the same coin. That’s why
our Board is keen to help deliver the DCMS’s
i proposed UK Film Council/BFI merger.

i The aim is to create one organisation which
¢ will deliver even more for UK audiences and
i for the industry.

But you won’t fnd very much about the
proposed merger in UK Film: Digital

innovation and creative excellence. And that’s

how it should be. First, the merger talks will
take time yet to reach any conclusion.
Second, regardless of whether any merger
goes ahead, as the key public funder of all
types of fIm activity, the UK Film Council has
a responsibility now to balance its books and
to ensure its priorities are right for the
challenges ahead.

If, as envisaged by Government, a merger
is fnalised, then of course we may need to
revisit parts of our plan and aspects of our
funding, not least to look at further ways
of driving additional savings and freeing
up more money for new activities.

But UK Film: Digital innovation and creative
excellence is not a holding document — it
contains a clear and deliverable plan and sets
out how the UK Film Council will continue to
support our flmmakers, celebrate our fim
culture and nurture our film talent at a time
when public fnances are likely to be
squeezed as never before.

I have no doubt that UK flm is set to prosper
in the digital age — and when we look back,
I’'m equally sure that we will be able to say
that the UK Film Council helped make a

real difference.

a"? N

John Woodward
Chief Executive Offcer
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UK Film: Digital innovation and creative excellence

Executive summary

¢ Although many of our proposed priorities

i set out in this document are as important

i today as they were three years ago, we are

i nevertheless proposing the most signifcant

i revision of our activities since we started work
¢ in 2000. And for the frst time we are forced
to make cuts in our overall expenditure.

The reasons for this re-think are obvious but
i are worth rehearsing here:

e The economic downturn and its effect on
¢ film financing and public sector finances;

= The reduction of the UK Film Council’s
i income due to the 2012 Olympic Games;

= The impact of digital on the entire flm
i sector; and

= The turbulence being caused by the gradual
i collapse of the traditional business models.

i Our fnancial resources have always been

i limited, but never more so than now. Taken
i together, our policy and funding proposals
i set out here have been crafted to help fim
i ride out this tough economic climate and

i make a successful transition into the

! digital age.

i Recognising the financial uncertainty that the
¢ UK Film Council, like all public bodies, now
faces, together with the particular challenges
i affecting flm, UK Film: Digital innovation and
i creative excellence sets out our proposed
policy and funding priorities.

04 UK Film Council

Please note that we are consulting here on
activities, not structures. Under the auspices
of the Department for Culture, Media and
Sport, discussions regarding a merger
between the UK Film Council and the BFI are
underway. Separately, the UK Film Council
is now undergoing a process to shrink its
overhead and make effciency savings in
order to free up funding across the board.
These moves are already afoot and do not
form part of this public consultation.

The purpose of UK Film: Digital innovation
and creative excellence is to consult and test
out our proposed new activities and priorities
with you. On page 23 you will fnd ten
questions to prompt your views and
comments on what we have done to date
and what we propose to do.

The deadline for responses is
Tuesday 9 February 2010.

Following this consultation, we will review all
the responses we receive and we will publish
our Fnal priorities for 2010-2013 in 2010.



Where we are

¢ Film continues to be perhaps the world’s

i most infuential form of entertainment and
i expression. Its ability to reflect culture and

! identity, and increasingly to stand out in
the clutter of the digital world, grows

i from year to year. Film is an art form to be
appreciated, enjoyed and understood — and
i a hugely powerful commercial tool, helping
i to power our creative economy and bucking
i financial trends.

{ The UK Film Council has, since its creation,

i been charged with the twin task of promoting
¢ arich and lively fim culture, and helping to

i build a more successful British flm industry

i across production, distribution and exhibition.

It is easy to forget how far the flm sector
i has come in the last decade.

i The creation of focused development and

i production funds, which last year made

i almost 200 investments; targeted funds

i to support the distribution of what might

i otherwise remain minority-interest fims;

i an effcient fim tax relief to promote the

i sustainable production of culturally British

¢ flms; actions to promote diversity, tackle
TIm theft and deliver a clear skills strategy;

i funding the BFI as a custodian of the world’s
i fnest FIm archive and a centre of excellence
i for flm education and culture; securing the

i UK’s place as a production destination for

i internationally fnanced flms; giving

i hundreds of thousands of children the

i opportunity to enjoy and better understand

i the world of cinema. Working with the
National and Regional Screen Agencies, the

i UK Film Council has been able to support the
¢ whole sector throughout the UK. These are

i substantial achievements and this is the

i context within which British flm now operates.

NOW

That said, no-one foresaw the global fnancial |

crisis and its dire economic consequences.
Fortunately, effective public investment in UK
fIm and a robust fIm tax relief were already
firmly established and, although times are
tough for independent fimmakers, the
industry does have access to public funding.

This support is more vital than ever in helping

to boost UK flm production and foster new
talent at a time when traditional sources of
funding are harder to fnd than ever before.

And this downturn has occurred against the
backdrop of rapid transformation — driven
by technological innovation in the making
and delivery of flms — which is now driving
profound changes in the behaviour of

film audiences.

This is manifested, for example, by the
development of social networks, the advance
of mobile in the form of smartphones and
related ‘apps’, and the widespread adoption
of open-source technologies. The old model

of relatively passive consumption of flims and

fIm culture is breaking down. People want
to be more active participants in making
and shaping their experience of flm in all its

forms, and digital technologies allow them to

do this. The benefts for audiences are clear
to see but for the industry, however, the
challenge is to ensure that these new forms

of access will in future deliver revenues which

are able to sustain the creation and
distribution of new fIms.

Such advances have impacted almost every
aspect of flm: from the adoption of Red One
and HD cameras in production to high level
computer visual effects and fIm editing
software that allows frst-time flmmakers

to work from their own bedrooms, through
to the latest developments in 3D cinema

and increasingly the reality of flm any time,
any place, whether that’s in the home or

on the move.
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UK Film: Digital innovation and creative excellence

The last three vears

i The following is a summary of the support
i and assistance the UK Film Council has
delivered over the past three years.

Building a competitive industry
: with the creativity and skills
: to succeed

Promoting talent, quality,
: originality and diversity

An artistically and commercially successful

¢ film industry demands films that are
creatively exciting, tell unique stories and

i connect with audiences at home and abroad.
i The UK Film Council has run a series of fim
development and production funds, spending
¢ £17 million a year to develop talent and to
foster quality, originality and diversity. They

i have supported fimmakers in bringing

i imaginative, award-winning British flms

i to audiences.

The Development Fund was set up as a

i talent-driven home for writers, directors

¢ and producers to take on new fIm projects
and to raise the profle and quality of flm

i production and culture in the UK. Over the

! last three years, the fund has given nearly
300 awards and this year alone has supported
i a number of successful fims, including Bright
Star, In the Loop and Nowhere Boy.

i The New Cinema Fund has balanced talent

i development with cultural filmmaking,

i supporting an acclaimed range of projects
such as Man on Wire, Fish Tank, Adulthood
i and This is England. The fund - whose fims
i in 2009 won three BAFTAs and an Oscar® —
also helped to set up the Warp X production
i house, which provides another point of

i entry for emerging talent, and initiatives
such as The Magic Hour, which supports

i disabled flmmakers.
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The Premiere Fund has invested more in
mainstream, commercially-driven flms such
as Dorian Gray, How to Lose Friends and
Alienate People, St Trinian’s and the
forthcoming Nowhere Boy, Brighton Rock
and Tamara Drewe. Recoupment from these
flms has provided additional income for
future investment across the UK Film
Council’s activities.

Alongside the production funds, the UK Film
Council has led the film sector in promoting
greater diversity, resulting in Government

recognition of our Equalities Charter for Film :
and international recognition of our industry-
led Leadership on Diversity programme. H

Digital opportunities and threats

With the arrival of new digital technologies,
including cheap methods of burning DVDs,
improved memory devices and downloads,
coupled with the intensifcation of illegal
file sharing, the film industry has huge
concerns about the impact of fim theft on
legal sales. The setting up of our Anti-Piracy
Task Force, achieving an all-industry approach
to tackling the unacceptable cost of fIm theft
to the film industry and the UK economy - H
a cost of £404 million in 2007 — was a top
priority for the UK Film Council. The Task
Force has called loudly, clearly and urgently
for stronger regulatory controls over illegal
file sharing and it recently welcomed the
Government’s ambition to reduce illicit Fle :
sharing by 70% and introduce legal sanctions
for persistent offenders. :

In parallel, the UK Film Council launched
FindAnyFilm.com in January 2009, a frst-of-
its-kind flm search engine, enabling
consumers to find out where, when and how
a Tlm is legally available in the UK. The site,
which contains over 30,000 unique flm
records, topped 3.7 million visits earlier

this year, and has become a vital tool in the
battle against fIm theft, as well as a fim
information service for everyone.



: Skills and training

i The UK Film Council delegated £6.5 million
i of Lottery funding a year to Skillset for the
i delivery of training and professional
development, in order to keep British crew
i and talent ahead of the game in the digital
i age. In 2008, the Film Industry Training

i Board (FITB), the frst ITB to be launched

i in two decades, was established to oversee
! the operation of the industry-funded Skills
Investment Fund (SIF) levy. The fund

i generated £3.6 million from 335 productions
i and, together with UK Film Council annual
i funding, levered almost £50 million in

i additional funding to support training.

¢ Since the UK Film Council and Skillset

i launched A Bigger Future, the training and
i education strategy for the UK flm industry,
¢ more than 16,000 training opportunities

i have been delivered.

- Stimulating greater choice
- for film audiences

Distribution and exhibition

i The Digital Screen Network (DSN) of world-

i class DCI-compliant projectors is now fully

i operational in 240 screens in 213 cinemas

i UK-wide, ranging from the Glasgow Film
Theatre and the Screen at Winchester to

i Cineworld Llandudno. The DSN - the frst of
i its kind in the world - has brought improved
i access and a much wider range of fims to

i audiences around the UK.

The DSN has underlined the vital role cinemas
i can play at the heart of local communities.

A pilot project is currently running in three

i areas, bringing the latest digital cinema

i equipment to rural Yorkshire, Wiltshire and

i Shropshire and giving local residents a

i greater chance to enjoy the communal
experience of cinema.

Additionally, support from our UK-wide

Film Festivals Fund, launched in 2007, has
enhanced the offer of leading festivals in the
UK, including the Edinburgh International
Film Festival, BFI London Film Festival,
Sheffeld International Documentary Film
Festival, Flatpack Festival Birmingham, Birds
Eye View Festival and the Cinemagic
International Film Festival, which is taking
the opportunities it gives young people in

Northern Ireland to other cities across the UK. i

A people and skills business

Without a highly skilled workforce, the

UK fIm industry won’t have suffcient
depth and breadth of expertise to meet
the demands of British and international
Ffimmakers. Since 2004, Skillset has funded
training for 6,986 people working in Fim.
Priorities have included training in new
technologies and improving business and
fnance skills.

Over the last fve years Skillset has

developed new models of training for
new entrants, including apprenticeships
through the Ealing Institute of Media,
which have secured government funding
for further education.

Priority skills have included production
accountants, wardrobe assistants and
grips. Graduates of these schemes are
highly regarded and on average 76%
have secured long-term employment.
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UK Film: Digital innovation and creative excellence

The last three vears

: Broadcasting digital platforms

i The UK Film Council has made submissions to

i a wide variety of consultations, from Ofcom’s

i Second Public Service Broadcasting Review

i to the Government’s Digital Britain report.

i These submissions have underlined the key

¢ role British and specialised Flms play in helping
i to provide audiences with access to

i a wide and varied range of content, both via

! traditional broadcast channels, especially the

i BBC and Channel 4, and more broadly. This is

i part of our commitment to maintain and

¢ improve public access to British and specialised
fims on broadcast and digital platforms.

: New business models

i The UK Film Council partnered with NESTA,

i helping 12 film companies, including Film

¢ Export UK, Hollywood Classics and
onedotzero, reframe their business models to
i make the most of digital opportunities and to
provide models for others to follow.

i In addition, the UK Film Council has joined

i forces with the Technology Strategy Board

i (TSB) to create a new £5 million programme
designed to bring film content to a wider

i audience through new technology.

Screen heritage

i Complementing the work of the BFI National
i Archive, the Strategy for UK Screen Heritage,
i launched in 2008 and backed by £25 million
i over three years, will give audiences the

i chance to learn about, discover and enjoy
the UK’s screen heritage, wherever they live

i and wherever the archive materials are held.

i In a related initiative, the UK Film Council

! established the Digital Film Archive Fund in

i 2007, to kick-start initiatives offering wider

i public access to screen heritage. To date, over
i 65,000 people have participated in projects
supported by this fund. Projects range from

i cross-generational interactive work and
experimental projects, to the restoration and
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touring of an authentic 1960s cinema bus
with newly digitised archive footage, and a
number of user-generated participatory
projects which are engaging new audiences
with archive online.

Many of these projects are still in train,
including some longer term, very ambitious
programmes, which means that the full
impact of this activity will not be seen

until 2011.

Access and diversity

The UK Film Council was the principal funder
of YourLocalCinema.com, the online cinema
listings service for people with hearing or
sight loss, which was selected as one of the
fnalists in the ‘Best Arts Project’ category

of the 2009 National Lottery Awards.

Promoting UK film in the
wider world

Inward investment

The UK Film Council’s Offce of the British
Film Commissioner focuses on attracting
inward investment into the UK by
encouraging major feature fims to be made
here. We have developed a fim-friendly
international profle for the UK, based on
targeted fscal incentives and its reputation
as the home of one of the most highly-skilled
workforces in the world. Initiatives to
promote and secure inward investment
production to the UK have included taking
UK line producers to the studios and major
independent companies in Los Angeles. :
Assisted by the UK fim relief and a favourable
exchange rate, during the first nine months
of 2009, the value of inward investment —
which includes films attracted to the UK such
as Gulliver’s Travels, Clash of the Titans and
Harry Potter and the Deathly Hallows Part | —
stood at an all-time high of £686 million, up
from £432 million in 2006.



Gulliver’s Travels

Until recently, the perception that the cost
of producing a major feature flm in the
UK was prohibitive and qualifcation for UK
flm tax relief was impossible to achieve,
meant that 20th Century Fox had not
based a fIm in the UK for nearly a decade.

By producing research comparing the
cost of shooting a big budget fim in the
UK with competitor territories, working
with a top line producer to re-budget
the fIm for the UK, and demystifying

the tax qualification process, the UK

Film Council was able to convince Fox to
consider making the flm in Britain. Add to
that a favourable $/£ exchange rate and
the reputation of British cast, crew and
facilities, and the decision to shoot in the
UK became, in the words of the fim’s US
producer, “a no-brainer”.

20th Century Fox’s Gulliver’s Travels started
shooting at Pinewood Studios and on
location around the UK in April 2009.

Co-production

{ The UK Film Council has worked with the

¢ Government to modernise the UK’s co-
production agreements, making it easier

i for British flmmakers to work with their
counterparts in other countries and helping
i to build and sustain mutually-strong fim

¢ industries. Since 2007, new treaties have

¢ been signed with India, Jamaica, Morocco
and South Africa, and negotiations are taking
i place with China, Israel and Palestine.
Currently, this is a particularly challenging

i environment where the structure of the

i UK FIm tax relief does little to support

i a healthy co-production environment.

Export development

Film exports in 2007 were 50% higher than
in 2001, and British flm generated a trade
surplus of £232 million. The UK Film Council
was instrumental in establishing Film Export
UK in 2007, a trade association representing
the interests of companies with international
film sales operations.

We enabled 52 British flm companies to
exhibit at the key international flm markets,
generating business worth $11 million.
Films supported by the UK Film Council at
international festivals generated deals worth
in excess of $6.5 million. The 2009 London
UK Film Focus, organised with Film London,
this year attracted 150 international buyers,
generating deals valued at $3.7 million.

Widening opportunities to
learn about film and encourage
participation

Education, literacy and creativity

The BFl is a cultural and educational body

of global renown. In order to build upon this
reputation, the UK Film Council worked with
the BFI to develop a robust business case for
a new National Film Centre, an international

destination for flm which digitally connects

the world’s fnest fIm archive with millions of

people throughout the UK. In October 2009

the Prime Minister Gordon Brown announced

£45 million for the project.

Access and learning are a key part of the
BFI’s mission, and Screenonline, a learning
resource ft for the digital age, now makes
available over 3,000 hours of fIm footage
and receives 8 million website hits annually.
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The last three vears

i The frst ever UK-wide Flm education strategy,

i Film: 21st Century Literacy, was launched Film at school

i in 2008. This was accompanied by the The UK Film Council supported the

i establishment of the Film Education Fund, establishment of FILMCLUB and co-

i which was awarded to a consortium led by fnanced its pilot stage. Core funding

the BFI, FILMCLUB, First nght MOViES, Film was then Supp“ed by the Department for
i Education and Skillset, who were tasked Children, Schools and Families (DCSF) and
: with giving young people aged 3-19 the within 18 months of its launch, FILMCLUB

opportunity to learn about film. had 2,597 clubs in schools across the UK,

introducing over 80,500 young people
! by First Light Movies, in December 2006 to the best of British and international

With the launch of Mediabox, overseen

i additional creative opportunities have been CINClE

generated for disadvantaged 13-19 year olds FILMCLUB has given children and young

i in England. In 2008, the Department for adults a better appreciation of a wider
Children, Schools and Families announced range of flms and is building a fim-going
: further funding for Mediabox, to help habit in children across the UK.

improve the diversity and quality of

films made.

Following a highly successful pilot in 2006/07,  How our funding worked
i co-funded by the UK Film Council and the

i flm industry, FILMCLUB is rolling out its To do all of this we have invested the income
i programme of after-school fim clubs more from the National Lottery, grant-in-aid and

¢ widely, bringing the best of world cinema recoupment from our investments totalling

: to a broad spectrum of children and young an annual average of £60.1 million. We

i people. To date 2,597 Flm clubs have been received additional funding from the DCMS

i set up and the aim is to reach 7,000 schools  specifcally to support cross art-form venues.
i by 2011.

i Moreover, when the Government announced

i in 2008 its plans to make the UK a world

i leader in digital innovation, the UK Film

i Council called for a national media literacy

i plan, an initiative that found expression in the
i Government’s fnal Digital Britain report.

Cultural Olympiad

Announced in 2009, Film Nation, run by the

¢ UK Film Council in partnership with national
and regional agencies, successfully bid for

¢ £3 million from the Olympic Lottery Distributor
i to support Flm activities which will give
young people the chance to make fims in the
i run-up to the 2012 Olympic Games. Digital
technology will make these activities

i accessible across the UK.

10 UK Film Council



The next three vears

{ Here we set out our proposed funding 1st core activity:
i and policy priorities across our six core Supporting British films
: activity areas: and filmmakers

1 Supporting British fims and fimmakers

2 Nurturing skills and creative talent The Film Production Fund

Obijective: to provide one clear unit inside the
{ UK Film Council which has four distinct points
i 4 Improving access to Flms for UK audiences  of entry, is focused on creative excellence

H and supporting flmmakers aspiring to

make quality British fims and, where the
marketplace is unwilling or unable, will take

i 6 Providing opportunities to learn about flm  some or all of the associated risk.

Principal activities

3 Encouraging innovation for the digital age

5 Conserving and making accessible the UK’s
¢ archival heritage

= To put a distinct emphasis on frst- and
second-time fimmakers as well as world-
class established flmmakers

= To adopt a much more fexible approach, {
providing the right type of support required :
by fimmakers

= To support research, development and
One filmmaker’s journey pre-production
The New Cinema Fund frst supported

flmmaker Andrea Arnold with her short = To provide a new space and funding stream

film Wasp. This incredible short won more to support experimental filmmaking
than 30 international awards before laying
claim to an Oscar® in 2005.

= To support feature and short fims

= To have a 25% minimum target for

non-London originated production

The fund then ensured Andrea could

make the jump from shorts to features by = To allocate fim recoupment to top up the
funding her frst feature, Red Road, which Film Production Fund’s annual budget
secured her international attention by - To provide a producer equity position in all
winning the Jury Prize at the C_Zannes Film feature Flm investments

Festival in 2006. With continuing support
from the New Cinema and Development Proposed funding: £15,000,000 annually (and :
funds, Andrea’s second feature, Fish Tank, recoupment)
once again won the coveted Cannes Jury

Prize in 2009.

A prolific talent, underpinned by a
remarkable work ethic and backed every
step of the way by the UK Film Council,
Andrea sets a shining example to all
emerging flmmakers in the UK.
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The next three vears

: International
Obijective: to promote UK flm internationally.
Principal activities

= To promote the UK as an inward investment
¢ destination through the Offce of the British
Film Commissioner

= To assist the UK industry to beneft fully
i from the UK’s co-production treaties

i = To work with the UK Government and the
i EU to contribute to the development of a
strong European audiovisual policy which
benefits the UK

Proposed funding:

Offce of the British Film Commissioner:
£800,000 annually

MEDIA Desk UK and other activities: £358,000
i annually

Co-production: £83,000 annually

Film Exports

i Objective: to help maintain and increase the
international market share and value of UK

i flm product, talent, skills and services by

i facilitating a conducive international trading
i sales environment.

Principal activities

= To support culturally signifcant British flms
i at key international festivals and markets

Proposed funding: £500,000 for 2010/2011

: Fiscal measures

i Objective: to work with the UK Government
i and the EU to ensure effective long-term

i fiscal measures are in place to support UK
fims, and to work with public and private

i sector partners to provide flm companies
with better access to corporate finance.

12 UK Film Council

Principal activities

= To ensure that the UK fIm tax credit
provides the optimum incentive to support
the production of culturally British flms

= To ensure that independent producers are
able to obtain a fair equity position from
the revenues generated by their flms

= To undertake the certifcation of culturally
British flms

= To identify new opportunities for the
fnancing of feature flm production and
distribution in the digital world

Proposed funding: Certifcation £159,000
annually

Intellectual property and
combating film theft

Objective: to assist the industry in combating
copyright theft and infringement, and to help
the Government put in place an IP regime :
that maximises the access and value of rights
in the digital age.

Principal activities

= To support the flm industry and advise
Government on the most effective ways of
combating fIm theft

= To facilitate and stimulate the availability of
films through legitimate sites H

= To encourage ways in which orphan and
‘non-managed’ works can be released to H
enhance access to the widest possible range
of content in the UK :

Proposed funding: £250,000 annually



- 2nd core activity:
¢ Nurturing skills and creative talent

Film Skills Fund

i Objective: to ensure a strong, consistent

i supply of skilled and talented professionals
£ in line with market demand, delivered by

¢ Skillset.

¢ Principal activities
i = To invest in new entrants’ schemes

i = To prioritise training for new technologies
i and post-production

= To ensure a high-quality production
i workforce

= To deliver improved business skills
= To focus the Screen Academy network

Proposed funding: £3,250,000 annually

Backing talent

Adulthood is an urban drama about
youth, making life choices, friendship and
multiculturalism, but it is also about the
toughness of life on the street, resisting
crime and violence, and the chance of
redemption. Written and directed by
Noel Clarke, who also starred in the fIm,
the UK Film Council’s New Cinema Fund
encouraged Clarke to make his directorial
debut with Adulthood, having written
the prequel Kidulthood. The film was also
awarded distribution funding, to ensure it
reached a wider audience across the UK.

Adulthood took £3.35 million at the UK
box offce to become one of the Top 20
highest grossing British flms of 2008
and earned Clarke the BAFTA Orange
Newcomer Award.

Film Nation

Obijective: to deliver and celebrate personal
stories through flm. Film Nation will be a

powerful expression of the Cultural Olympiad’s
values, inspiring young people to unlock their :

creativity and generating a lasting legacy.
Principal activities

= To deliver a UK-wide shorts flmmaking
competition for young people

= To develop a documentary fIm project
following young Olympic and Paralympic
hopefuls

= To develop a schools flm programme for
children and young people to watch
contemporary and archive cinema from
fve continents

= To develop London International Screen
Talks, a programme of events with some of
the world’s leading flmmakers

Proposed funding: £3,500,000 for 2009-2012

provided by OLD and partners via LOCOG

Audiences Talent
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The next three vears

London Loves

In October 2008, Film London - in
partnership with the BFI, the London Film
Festival, London’s Screen Archives and

the Mayor of London - supported London
Loves, two nights of spectacular flm
archive screenings in Trafalgar Square. The
project was made possible by a grant from
the UK Film Council’s Digital Film Archive
Fund. In spite of the cold, wet weather
more than 8,000 people turned up and
gave some great feedback, including:
“Screen heritage is essential — delightful,
moving, impressive! We need to see

more of it... it has made me see London
differently. Converted!”

A European cinema network

Europa Cinemas is a network of more than
700 cinemas in over 400 cities in over 30
European countries, screening a rich and
vibrant range of European flms.

In the UK, the 45 Europa Cinemas include
London’s Curzon Soho, The Watershed

in Bristol and the Glasgow Film Theatre.
Audiences regard these cinemas as places
to see the best European flms such as
The Orphanage, Gomorrah and Broken
Embraces.

MEDIA Desk UK, co-funded by the UK

Film Council, helps these cinemas secure
fnancial support from the EU’s MEDIA
Programme. Over the past three years over
€2 million was invested in independent
cinemas across the UK.

14 UK Film Council

3rd core activity:
Encouraging innovation for
the digital age

The Innovation Fund

Obijective: to help ensure that the UK flm
sector makes a successful transition to a fully
digital age.

Principal activities

= To enhance the diversity of flm in the UK,
enabling audiences to discover more content

= To encourage the growth of SMEs in a way
that maintains and strengthens value for
rights holders

= To encourage knowledge sharing and :
integration between technology companies,
innovators and flm companies to secure :
the industry’s place in a wider innovation
context

Proposed funding: £5,000,000 annually

Environmental sustainability

Obijective: to help make the UK flm sector a
world leader in environmental good practice
and to make the UK Film Council compliant
with best practice in energy use and waste
reduction.

Principal activities

= To scope a British Standard for flm and
environmental sustainability



- 4th core activity:
: Improving access to films for
- UK audiences

Distribution and exhibition

Obijective: To enable more people to enjoy
and appreciate a wider range of flms across
i the UK.

Principal activities

= To provide Prints and Advertising Fund
¢ support for British and specialised fims

= To provide a platform for the debate on the
i Fexibility of flm ‘windows’

= To assist the UK exhibition sector’s
¢ transition to digital cinema

= To help develop and enhance key regional
i cross art-form venues, with cinema at their
heart, as cultural and creative hubs

= To support FIm societies through the British
i Federation of Film Societies

= To support the cultural programming of
i independent cinemas and festivals through
the Independent Cinema Offce

Proposed funding: Prints and Advertising
i £2,000,000 annually

British Federation of Film Societies/
Independent Cinema Offce £130,000
i annually

Cross art-form venues £300,000
i for 2010-2013

Public service broadcasters and
digital platforms

Obijective: to work with broadcasters and
other platform operators to improve public
access to British and specialised fIms.

Principal activities

= To work with public service broadcasters
and other digital platforms to secure a
prominent role for British and specialised
fIm in new and existing services

= To ensure that the regulatory regime
which governs broadcasting and digital
communications provides the optimal
environment for access to British and
specialised film

www.FindAnyFilm.com

Find Any Film is a truly innovative
consumer-facing website, an engaging fim
platform that enables consumers to get
what they want, where they want and how
they want it — legally.

Audiences increasingly want to know how
they can see flms simply and quickly,

and this pioneering website gives vital
information on how to get hold of fims on
legitimate download and streaming sites,
on TV, DVD Blu-ray or at the cinema.

And it’s already a massive hit — with
3.7 million UK visits in its frst eight
months, putting it in the Comscore
Top Ten websites chart earlier this year.

Audiences Talent
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The next three vears

- 5th core activity:
¢ Conserving and making accessible
- the UK’s archival heritage

Screen Heritage

Obijective: To secure the physical and virtual

¢ infrastructure needed to preserve fims in the
i UK’s publicly owned archives and ensure the

i public have the opportunity to access, learn

i about and enjoy their rich screen heritage
wherever they live and wherever the materials
i are held.

Principal activities

= To deliver phase one of the UK Screen
i Heritage Strategy

i  To help maximise online access to
i Flm archives

= To secure phase two support to advance
i the UK Screen Heritage strategy

Proposed funding: £25,000,000 ring-fenced
: by the DCMS

6th core activity:

: Providing opportunities to learn
- about film

First Light Movies

Obijective: to offer children and young people
i more opportunities to participate in and learn
i about flmmaking.

Principal activities

= To provide creative opportunities for young
i people from disadvantaged backgrounds

Proposed funding: £1,100,000 annually
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FILMCLUB

Obijective: to fund the organisation which
supports schools’ flm clubs offering children
and young people the opportunity to watch
and appreciate a broad range of flms.

Principal activities
= To establish 7,000 fm clubs across England :

Proposed funding: £11,400,000 ring-fenced
by the Department for Children, Schools
and Families

Film education and media literacy

Obijective: to maximise the impact of flm and
moving image education and literacy :
initiatives across the UK.

Principal activities

= To secure increased resources for fim
education and media literacy

= To co-ordinate key education partners
more effectively

Sharing our heritage

Screenonline is the BFI’s online resource,
devoted to the history of British fIm

and television and targeted primarily at
UK schools, colleges and universities. It
explores British screen heritage, presenting
a broader picture than would be possible
by any other means. Collections have
included Chinese-British flm, pre-WWwiI

spies and TV conspiracy drama.

Particularly successful was Liverpool: a
City on Screen, a 2008 City of Culture
collaboration collecting some 70 seldom-
seen titles from 1901 to today. It sparked
an immediate 20% increase in visitors
(75% in the North West) and uncovered
the startling, previously unknown city
symphony, A Day in Liverpool (1929).




Four priorities cut across multiple
activity areas:

British Film Institute

Objective: to champion moving image
culture, education, and cinema heritage in
all its richness and diversity for the beneft
of as wide an audience as possible, and to
deepen and encourage public debate
about film.

Principal activities

= To assist the creation of a new National
Film Centre, which harnesses digital
media to create a world-class centre of
excellence for learning and research, and
which houses the London Film Festival

= To preserve, secure and provide greater
access to the BFI National Archive

= To work closely with public and private
partners across the UK to further develop
access to cultural film

Proposed funding:
£16,000,000 annually
Screen Agencies

Obijective: To provide funding support for
fIm across the English regions and to
co-ordinate the UK-wide delivery of flm
policy and activity.

Principal activities

= To work with the National and Regional
Screen Agencies to help co-ordinate fim
policy, strategy and delivery across the UK

Proposed funding: £6,300,000 annually

Diversity and inclusion

Obijective: to help achieve a more diverse
and inclusive workforce and fIm culture.

Principal activities

= To give due regard to race, disability and
gender equality

= To assess our policies and funds for their
equality impact

= To provide practical support and advice
to partners

Proposed funding: £360,000 annually

Research, statistics and market
intelligence

Objective: to gather and publish statistics
and market intelligence and to carry out
research to benefit the industry and other
interested parties.

= To raise the level and quality of debate
and new thinking on the evolving
financing, production, distribution and
consumption models for flm

= To enhance understanding of the social,
cultural and educational value of fim

Proposed funding: £500,000 annually
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Funding our future priorities

i Our income is derived from three main

i sources: Government grant-in-aid, National

i Lottery funding, and income recouped from

i our Flm investments. We invest all this
income in activity that is underpinned by the

i identifed policy and funding priorities for UK
i flm. Operational costs are also covered out of
i our income.

Our grant-in-aid funding comes from the

¢ Department for Culture, Media and Sport and
i is determined through the Government’s

i Comprehensive Spending Review (CSR). The

i current CSR covers the period until March

{ 2011. For 2010/11 our grant-in-aid income

i will be £25.67 million. The three-year plan as
i proposed in this consultation document is
based on this level of funding and upon the
i assumption that there will be no further

i increase or reduction for the last two years

! of this plan.

In addition, the DCMS has ring-fenced

¢ funding for specifc projects that sit outside
this proposed plan. These include, for

i 2010/11, support for FILMCLUB and the Irish
i Language Fund; from 2010-13 funding for

i the National Film Centre and the Screen

i Heritage Strategy; and funding through to

i 2012 for the Film Nation project which will be
provided by the Olympic Lottery Distributor
i (OLD) via the London Organising Committee
i for the Olympic Games (LOCOG).

Projected National Lottery funding projections
¢ from the DCMS are:

Year Projected income
.2. 0 10/11 .............................. 5313 40 m" ||0n .
.2. 011/ 12 .............................. £313 6 2 m" |Ion :
.2. 0 12/ 13 .............................. £327 3 6 m|| ||On :

i Our recoupment income comes from our flm
i investments and interest. In light of our most
! recent investments and forecasts for the years
i ahead, it is estimated that we will generate

i £6.2 million in 2010/11, £5 million in 2011/12
i and £3 million in 2012/13.

18 UK Film Council

Our fnancial planning takes on board factors
directly related to our investments as well as
the impact of external factors, including:

= £14.7 million of our projected Lottery
income being transferred to the 2012
London Olympics. This diversion of funding
is in addition to the £7.4 million that will
have been transferred by 31 March 2010,
making a total transfer to OLD of £22.1
million. The possibility of further income
losses beyond those announced
to date cannot be excluded.

= Projected levels of Lottery recoupment
are dependent upon the commercial
exploitation of the feature flms by the
rights owners and distributors of those
Flms in which we invest.

= Interest rates currently at a record low,
affecting cash balances.

= The next CSR which will determine the UK
Film Council’s level of grant-in-aid funding
after April 2011.

All of the fgures outlined below are therefore
subject to revision should there be signifcant
changes to our sources of income. H

Throughout this plan, annual expenditure

is anticipated to slightly exceed income.
However, based on DCMS re-forecasting of
likely income from the Lottery alongside our
own recoupment, we anticipate having
suffcient cash reserves at April 2010 to meet
the expenditure gap anticipated in this
three-year plan.



i Our average annual income for 2010-2013

Source £ %

i Transfer of Lottery
i funds to the
¢ Olympics (£4,890,000) (8.5)

{ Recoupment income
i from UK Film Council
 investments £4,870,000 8.5

i EC grant, bank
i interest and other
i income £170,000 0.3

Total £57,630,000 100.0

Our average annual expenditure by year over
the plan period:

Priority £ %
Production Fund  £15,000,000  25.3
Oper at|ons* ................. £7127 000 ......... 1 2 0 |
Sereen Agencies  £6,300000 106
Innovation Fund £5,000,000 8.5
F||msk|||sFund ............ £325000055 H
Prmtsand ....................................................
Advertising Fund £2,000,000 34
F|rstL|ghtMov|es ......... £110000019 H
offce of the Brmsh ......................................
Film Commissioner £800,000 1.4 :
F|ImExports ................... £50000008
.é eseamh ’. stat|st| CS .......................................
and market

intelligence

International support

(MEDIA Desk UK, and
other activities) £358,000 0.6
Sponsorship £300,000 0.5

Intellectual property

and combating film
theft £250,000 0.5 :
Certification £159,000 0.3

Cross art-form
venues £100,000 0.2 :

*Operations incorporates the direct costs of grant award
administration, application support, and monitoring and
evaluation (£3.1 million), together with organisational
overhead costs including capital spend (£4.0 million).

A reduction in administration and overhead costs of
20% from the current year budget is underway and does
not form part of the consultation.
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The risks we face

¢ Our ability to realise our ambitions is affected
by many external factors — political,

i economic, social, technological, legal and

i environmental. The UK Film Council will seek
to manage these risks by working with key

i stakeholders, notably Government and public
and private sector partners.

We have identifed the following risks which
face us over this period:

= Reduced public sector funding available
i with next CSR.

= Reduction in Lottery income due to falling
i ticket sales and/or additional Olympic
demands.

= Fluctuating levels of recoupment income
¢ due to volatile market conditions and/or
the failure to support successful projects.

= Failure of key strategic partners to deliver
i agreed objectives.

= Change of Government or Ministers results
i in an adverse change in flm policy.

= Inability to deliver additional and specifc

i priority projects agreed as part of the 2007
CSR settlement, e.g. the Screen Heritage
Strategy and the National Film Centre.

= Failure to keep pace with changes in
i technology and subsequent changes across
the value chain.

= Failure of the 2010-2013 strategic plan to
i meet the needs of industry and culture.

= Government proposals to merge the UK
Film Council and the British Film Institute
adversely affect delivery of the UK Film
Council’s priorities.
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Within the UK Film Council, these risks
will be managed by our Board and senior
management, who will take mitigating
action as required.

The proposals outlined for the period
2010-2013 refect a signifcant reduction in
expenditure on activities. It is vital, therefore,
that operating costs are reduced accordingly
and further effciencies are found from
overhead costs as a result. The UK Film :
Council will start restructuring its organisation,
including reductions in staffng, so thatitis
Tt for purpose from the start of the new plan
in April 2010.



How We work

- Our partners include:
Arts Council England

Broadcasting Entertainment Cinematograph
i and Theatre Union
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How we work continued
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Your VIEWS

{ We would like to hear your views on our

{ proposed policy and funding priorities for
i April 2010 — March 2013. Please feel free

i to respond to all or some of the questions.
¢ It would help us if you would give us

i as full a response to our questions as

{ possible.

i A number of consultation forums will take
i place over the consultation period.

Thank you for your time.

Please tell us

1. Do you agree with our analysis of the
challenges facing fIm?

i 2. Do you agree the UK Film Council has, in
H the main, delivered against the priorities
set out in Film in the Digital Age, our
current three-year plan?

3. Do you agree with our proposed policy
H priorities for the next period?

4. Do you agree with our proposed funding
H priorities for the next period?

5. Do you agree we have struck a good
balance between our international work
and our work UK-wide?

6. Do you agree our proposals refect the
: importance we place on partnerships with
the public, private and voluntary sectors?

7. Do you agree we have struck a good
’ balance between prioritising the
economic and cultural aspects of flm?

8. Do you agree with our identifcation of
H the risks ahead?

9. Do you believe that the UK Film Council’s
H current remit should be extended to cover
video games?

10. Do you agree UK Film: Digital innovation
i and creative excellence has covered all the
key areas?

How to respond

=

UK Film: Digital Innovation and creative
excellence is available online in the
downloads section of our website
http://www.ukflmcouncil.org.uk/
consultation2009

The questionnaire can be completed online
at http://www.ukflmcouncil.org.uk/survey

Please give your full name, position (if
relevant) and organisation (if any) in your
response. We would be grateful if you could
preface your views with a short statement
about your organisation (if you represent
one) and how it relates to our role and
activities.

Under the code of practice on open H
government, any responses may be published
or made available to third parties on request. :
You should therefore indicate clearly if you
wish any part (or all) of your response to
remain confidential.

Please send us your response by:
Tuesday 9 February 2010
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Glossary

{ BFI
i British Film Institute

{ CSR
i Comprehensive Spending Review

: DCMS
i Department for Culture, Media and Sport

: DSN
i Digital Screen Network

: DVD
i Digital Versatile Disc

{ EU
i European Union

i EC
i European Commission

| FEG
i Film Export Group

{ FITB
¢ Film Industry Training Board

fIco
i Independent Cinema Offce

Lp
i Intellectual Property

: LOCOG
i London Organising Committee
i for the Olympic Games

f OLD
i Olympic Lottery Distributor

: SME
Small and Medium Enterprise

: TSB
Technology Strategy Board

24 UK Film Council









