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Executive Summary

About the study

A

In March 2011, the Alberta Media Production Industries Association (AMPIA) and Alberta
Association of Motion Picture and Television Unions (AAMPTU) commissioned Nordicity Group
Ltd. (“Nordicity”) to prepare this analysis. The following report comprises the results of
Nordicity's research and analysis of private broadcasters’ expenditures on independent
production in Alberta (or in a region that contains Alberta such as the Prairie Provinces).

The purpose of this report is to analyze the degree to which Canadian private broadcasters
have made expenditures in the period between the broadcast years 2003 and 2009 on
independent television production in Alberta (or the Prairie Provinces). This analysis is two-fold.

First, the analysis considers the degree to which private conventional broadcasters have met
the commitments and expectations documented in their broadcasting licences. This analysis
essentially consists of a comparison of broadcasters’ promises to their actual spending in
relation to those promises. This specific analysis also includes the promises made by
broadcasters as part of the tangible benefits packages arising from the transfer of ownership of
licences for Alberta-based broadcasting assets.

The second part of the analysis investigates the degree to which Alberta (and the Prairie
Provinces) has benefited from private broadcasters’ regional distribution of independent
production commissioning and expenditures between 2002 and 2009. While it understood
that Alberta has a level of infrastructure and capacity relative to its size and that it lacks
proximity to decision makers that would allow it to generate the levels of production found in
Ontario or Quebecg, its level of production should still approximate its economic contribution to
the Canadian broadcasting system, when compared to its peer provinces. In other words, over
the long term, the size-adjusted level of production in Alberta should be on par with
Saskatchewan, Manitoba, Nova Scotia and British Columbia.

Specific commitments findings

A

On an aggregate basis, commitments made by private conventional broadcasters fell short of
the expected level in all but two of the broadcast years examined.

The A-Channel Production Fund (a condition of the Craig licence assumed by CHUM), fell short
of its funding commitment by $1.05 million upon its closure in 2004.

The Western Fund, which was a separate condition of licence imposed on Craig in its 2002
licence renewal and subsequently transferred to Rogers (through CHUM), used $7.26 million of
the $11 million allotted between 2004 and 2006. However, the CTRC was unable to provide
data to show that the Western Fund has been used after 2006. As such, as much as $3.74
million may have remained in the Fund upon its closure in 2009.

Though a tangible benefit package resulting from the 2004 acquisition of Craig assets by
CHUM, the $6.9 million assigned to regional spending was not spent at all until the 2008
broadcast year — after Rogers acquired the Craig assets from CHUM. Furthermore, at the end of
the 2009 broadcast year, $2.26 million remained to be spent.

When it terminated, after two years of operation, the CanWest Alberta Fund (a condition an
amended CanWest licence) had yet to spend $7.5 million of the $10.5 million assigned to the
Fund.

Analysis of Canadian Private Broadcasters’ Expenditures in Alberta and the Prairie Provinces
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General analysis findings

A The general analysis shows that Alberta and the Prairie Provinces not only trail Canada’s two
leading centres of production — Ontario and Quebec - on a per-household basis, but, in many
cases, they also trail many of their peer provinces and the national average. Alberta, in
particular, was one of the most under-represented provinces in terms of its share of private
broadcaster spending on production on a per-household basis.

A While the data available for the large broadcasting ownership groups’ levels of spending were
limited, where the data were available, the Prairie Provinces were under-represented in relation
to Ontario and British Columbia. The statistics for the hours of production commissioned by
CTV and CanWest also point to the Prairie Provinces being under-represented. Although, in the
case of CanWest, the Prairie Provinces were above the national average in terms of the annual
average number of hours of production per one million households.

A When all private conventional broadcasters’ spending on independent production (original
and repeat) is taken into account, the Prairie Provinces were also under-represented vis-a-vis
Quebec and Ontario, but were not as under-represented as British Columbia (and the
Territories) and Atlantic Canada. This was true across all genres on a combined basis and within
the drama genre.

A Finally, the analysis of all private broadcasters’ spending on original Canadian television
production shows that Alberta was the most under-represented provincial jurisdiction in
Canada, with the exception of Newfoundland, New Brunswick and P.E.I. This level of under-
representation was consistently prevalent across all genres (in aggregate) and within the
fiction, children’s and youth, and documentary genres as well. Moreover, Alberta’s level of
production on a per-household basis was between one-tenth and one-quarter of the national
averages.

Analysis of the Impact of the Ontario Sound Recording Tax Credit ii
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1. Introduction

1.1

Background

A One of the principles of Canadian broadcasting policy is that the broadcasters should

endeavour to represent all regions of Canada. This is reflected in section 3.(1)(i)(ii) of the
Broadcasting Act 1991.

3.(1) Itis hereby declared as the broadcasting policy for Canada that
(f) the programming provided by the Canadian broadcasting system should
(i) be drawn from local, regional, national and international sources

Over the decades the Canadian Radio-television and Telecommunications Commission (the
“Commission” or CRTC) has sought to realize this policy objective by encouraging and often
requiring broadcasting licensees to make specific financial contributions to independent
production in certain regions of Canada. While this policy has never been directly given effect
through regional quotas, the Commission has indirectly implemented it through conditions of
licence or expectations placed upon licensees. The Commission has also utilized the tangible
benefits packages arising from transfers of broadcasting licences - particularly licences for local
or regional broadcasters - to also influence the level of independent production in certain
regions.

Ontario and Quebec have, historically, been the two provinces with the largest levels of
television production in Canada. Other provinces and territories were also home to television
production, however, the annual levels were often much lower than in the two leading
provinces. Among this second tier of provinces is Alberta.

Alberta has a long history of television production and there is no denying that, with one of
Canada’s fastest-growing and most vibrant economies, it makes a significant economic
contribution to the Canadian broadcasting system, which is at least in proportion to its share of
national television households. Alberta’s prominent role in the Canadian economy,
broadcasting system, and Canadian cultural identity suggest that it should be the home to
significant television production activity.

In April 2011, the Commission will be hearing applications for the group licence renewals of
CTV, Shaw Media and Rogers. This hearing and the resulting group licences will set the terms of
for broadcasters’ investment in independent production for the next seven years. In advance of
the group licence renewals, the Alberta Media Production Industries Association (AMPIA) and
Alberta Association of Motion Picture and Television Unions (AAMPTU) sought to analyze
private broadcasters’ historical record in terms of expenditures in independent production in
Alberta. To that end, in March 2011, the AMPIA and AAMPTU commissioned Nordicity Group
Ltd. (“Nordicity”) to prepare this analysis. The following report comprises the results of
Nordicity's research and analysis of private broadcasters’ expenditures on independent
production in Alberta (or in a region that contains Alberta such as the Prairie Provinces).

1.2 Purpose of report

A The purpose of this report is to analyze the degree to which Canadian private broadcasters

have made expenditures in the period between the broadcast years 2003 and 2009 on
independent television production in Alberta (or the Prairie Provinces). This analysis is two-fold.

First, the analysis considers the degree to which private conventional broadcasters have met
the commitments and expectations documented in their broadcasting licences. This analysis
essentially consists of a comparison of broadcasters’ promises to their actual spending in
relation to those promises. This specific analysis also includes the promises made by

Analysis of Canadian Private Broadcasters’ Expenditures in Alberta and the Prairie Provinces 1
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broadcasters as part of the tangible benefits packages arising from the transfer of ownership of
licences for Alberta-based broadcasting assets.

The second part of the analysis investigates the degree to which Alberta (and the Prairie
Provinces) has benefited from private broadcasters’ regional distribution of independent
production commissioning and expenditures between 2002 and 2009. While it understood
that Alberta has a level of infrastructure and capacity relative to its size and that it lacks
proximity to decision makers that would allow it to generate the levels of production found in
Ontario or Quebec, its level of production should still approximate its economic contribution to
the Canadian broadcasting system, when compared to its peer provinces. In other words, over
the long term, the size-adjusted level of production in Alberta should be on par with
Saskatchewan, Manitoba, Nova Scotia and British Columbia.

1.3 Methodology

1.3.1 Analysis of specific commitments

A

For the analysis of specific commitments, we employed a simple, two-stage methodology.
First, we established the commitments made by private conventional broadcasters as they
related to independent production expenditures between broadcast years 2003 and 2009 in
Alberta (or in a region including Alberta) — which we term “regional spending commitments.”
These commitments took the form of conditions of licence and Commission expectations
found in licence renewals and tangible benefits packages.'

To establish an annual expectation of independent production spending in Alberta, we noted
any minimum annual expenditure levels stipulated in the relevant CRTC decision(s). Where no
such stipulation existed, we allocated the commitment equally over the period of the licence or
benefit program. We then aggregated all minimum annual expenditures to form an overall
expected level of regional independent production spending.’

After establishing the regional commitments, we then determined the extent to which private
conventional broadcasters have fulfilled these commitments. To undertake this task, we
referred to annual compliance filings available from the CRTC. In so doing, we compared the
stated commitments to reported expenditures — both in aggregate and per individual
commitment. For the aggregate analysis, we compared the annual expectation to the sum of
all commitment-related expenditures in each broadcast year.?

1.3.2 General analysis

A

A

For the general analysis of private broadcasters’ spending in Alberta we drew upon data
published by the CRTC and the Canadian Audio-visual Certification Office (CAVCO). The
regional or provincial production spending data from these two sources were converted to
per-household metrics by using household and population data from Statistics Canada.

The general analysis of private broadcasters’ spending examined three types of spending. First,
it examined spending on independent production by the two major broadcast ownership
groups in the English-language market: CTV Inc. “CTV") and CanWest Global Communications

! With the exception of the Crossroads Television System licence agreement, we did not examine hearing
transcripts as part of the present assignment.
2 For this exercise, we did not discount commitments targeted to regions wider than Alberta (e.g. the Western

Fund).

* Notably, the commitments examined were (for the most part) intended to be incremental to normal production
expenditures. For this reason, only those expenditures specifically relating to a given broadcaster commitment
were included in this portion of our analysis.

Analysis of Canadian Private Broadcasters’ Expenditures in Alberta and the Prairie Provinces
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Corp. (“CanWest”). Since the data published by these two broadcast ownership groups were
only available on a regional basis, as opposed to a provincial basis, we had to compare the
Prairie Provinces to other regions of Canada.

A The general analysis then examined all spending on independent production by private
conventional broadcasters on an aggregate basis. Once again, the data for this analysis were
only available on a regional basis, so we could only compare the Prairie Provinces to other
regions.

A For the final part of the general analysis, we used data from CAVCO to estimate the annual
levels of private broadcaster financing for Canadian television production. This broadcaster
financing included licence fees, equity investments and other forms of financial or in-kind
contributions. For this analysis, provincial data were, in fact, available to us, so we are able to
compare Alberta to other provinces. However, the analysis was limited in other ways.

A First, the CAVCO data did not permit us to isolate financing from conventional broadcasters; so
the analysis reflected spending by all private broadcasters, including conventional
broadcasters, and pay and specialty services. Second, the CAVCO data did not permit us to
isolate independent production from production by broadcaster-affiliated companies.
However, we note that the latter comprised only an estimated 10% to 15% of total production
volume in the years covered by this analysis. *

A While the CAVCO data did have these limitations, the fact that these data permitted us to
analyze production spending on a provincial basis and for different genres did add
considerably to the overall analysis.

A For all three components of the general analysis, we adjusted the production spending and
activity statistics by the number of households in each region or province in order to assess the
degree to which broadcaster commissioning and spending was in proportion to each region’s
economic contribution to the Canadian broadcasting system.

A We used the number of households® in each geographic region as a proxy for each region’s
economic contribution to broadcasting sector revenues. We believe that the number of
households is a reasonable proxy given that broadcasting sector revenues are largely driven by
advertising revenues, which are based on the number of viewers to programming, and cable
and satellite subscription fees, which are largely derived from a number of households in a
given geographic area.®

* Canadian Film and Television Production Association, Association des producteurs de films et de télévision du
Québec, Department of Canadian Heritage, Profile 2009: An Economic Report on the Canadian Film and Television
Production Industry, February 2009, p. 51.

® Annual data on the number of households in Canada and the provinces was only available from Statistics Canada
for 2006. To estimate the number of households in other years, we used the annual population statistics published
by Statistics Canada, and assumed that the average number of persons per household was constant (and equal to
the 2006 average).

® |deally, we would use the actual broadcast programming and BDU revenues generated in each region to gauge its
economic contribution to Canadian broadcasting system. However, these data are not available on a provincial
basis. The number of households with a television in each geographic area is a useful proxy for its economic
contribution to the Canadian broadcasting system. However, given that television penetration is close to 100%
across Canada, we simplify our analysis by simply using the number of households in each geographic area as a
proxy for economic contribution to the Canadian broadcasting system.

Analysis of Canadian Private Broadcasters’ Expenditures in Alberta and the Prairie Provinces 3
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2. Analysis of Private Broadcaster’s Specific Commitments

A Inthe following section, we provide an analysis of specific commitments made by private
conventional broadcasters with respect to independent production in Alberta, the Prairie
Provinces and Western Canada. Such commitments derive from either licence renewal (as
conditions of licence or expectations of the Commission) or from tangible benefit packages.

A Notably, these specific commitments are limited to those licence conditions and expectations
that (i) relate to either production expenditures or script /program development; and (ii)
contain some regional spending provisions. Further, we have limited our scope to those

commitments active between broadcast years 2003 and 2009.”

A First, we detail the origin and scope of each specific commitment and expectation - noting any
relation to a previous condition of licence or tangible benefit package. We then assess, based
on publicly available information, private broadcaster spending in relation to the listed specific

commitments.

2.1 Private broadcasters’ commitments and promises

A Table 1 lists the major commitments made by private broadcasters with respect to
independent production in Alberta (or a region including Alberta such as the Prairie Provinces

or Western Canada).

Table 1 List of broadcaster commitments related to independent production in Alberta or the
Prairie Provinces
Commitment (Broadcaster) Type of Commitment Regional Spend

Committed (in $ 000s)
Disbursement of remaining A-Channel Condition of Licence 8,449
Production Fund (Craig Media)
Western Fund (Craig Media) Condition of Licence 11,000
Rogers acquisition of Craig Media Tangible Benefit 6,900
Assets via CHUM (Rogers Broadcasting
Limited)
Crossroads Development Fund Broadcaster 300
(Crossroads Television System) Commitment
Independent production spending Expectation 9,600

(Crossroads Television System)

CanWest Alberta Fund (CanWest Global ~ Condition of Licence 10,500
Communications)
Total Regional Commitment (2003-2009) 46,749

Source: CRTC

Related CRTC
Decision(s)
CRTC 1996-731
CRTC 2002-304
CRTC 2002-304
CRTC 2004-502
CRTC 2007-360

CRTC 2007-167

CRTC 2007-167
(Transcript
Listnum 1/1 1962)
CRTC 2007-168

A Given the consolidation in the broadcasting market over the last 10 years, the lineage of these
commitments can appear rather convoluted. In an attempt to clarify the analysis, we will

examine each of the commitments individually.

A In 2002, Craig Media’s (“Craig’s”) licence was renewed by the Commission. In that renewal, the
Commission observed that of the $14.070 million (with a minimum of $11.835 million to go to
independent producers in Alberta) committed to independent production by Craig in their
1996 licence (called the A-Channel Production Fund), only $3,386,400 had been spent.® The
Commission therefore ruled that Craig would be required (as a condition of licence) to expend
the remaining amount ($10.684 million) by the end of the 2003 broadcast year. If one adopts

’ Data for broadcast year 2010 were not available at the time of study.
8 CRTC, Broadcasting Decision CRTC 2002-304, paras 38-39.

Analysis of Canadian Private Broadcasters’ Expenditures in Alberta and the Prairie Provinces
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A

the conservative assumption that all independent production expenditures supported by the
A-Channel Production Fund between 1996 and 2002 were incurred in Alberta, the remaining
regional commitment would be $8.449 million.

As part of the same licence renewal, the Commission ruled that Craig would be required to
establish a fund to support the development and production of television content in Western
Canada (the so-called Western Fund).’ The Western Fund would total $11 million between its
script development and production funding activities. Notably, the Western Fund was to be
expended commencing in the 2004 broadcast year and for the following four broadcast years
with a minimum of 15% of the total commitment monies expended in each broadcast year. All
parts of the Western Fund were to be incremental to the expenditures of the A-Channel
Production Fund.

In 2004, Craig's broadcasting assets in Western Canada were acquired by CHUM Limited
("CHUM?"). As part of that transfer of ownership, a tangible benefits package was established to
support independent production. Of the $7.5 million allocated to independent production
(over seven years), $5.9 million was earmarked for independent production expenditures in
Alberta and Manitoba.'® Additionally, the tangible benefits package included a $1 million
commitment to support script and concept development in “the Prairies.”'" Notably, the
Commission reminded CHUM that it would be responsible for any existing conditions of
licence relating to the “the conventional television stations and the Category 1 and Category 2
services that it [was] acquiring” (i.e. the Western Fund)."

Later, in 2007, Rogers Broadcasting Limited (“Rogers”) acquired the broadcasting assets that
CHUM had previously acquired from Craig. In so doing, Rogers assumed responsibility for both
the Western Fund and CHUM's tangible benefits package. However, this acquisition did not
incur additional regionally-focused tangible benefits. That said, the Commission noted that
Rogers would be required to “make annual minimum payments for the four years remaining in
the CHUM/Craig benefits period, completing all benefit payments by August 2011.”" This
minimum payment was to be $2.5 million per annum, and referred to the aggregate of all
production funding ($10.9 million) committed in the Commission’s 2004 decision.

As part of its 2007 licence renewal, Crossroads Television System (“Crossroads”) made two
commitments with respect to independent production in Alberta. First, the Commission ruled
that Crossroads would be obligated to contribute $300,000 in script and concept development
funding in Alberta over the course of its licence period.' Second, the Commission expected
that Crossroads would abide by its stated intention to spend $9.6 million “through the

independent Alberta production community for [their] locally produced programming.”"

The final commitment examined in the present assignment resulted from CanWest's 2007
decision to operate transmission towers in Edmonton and Calgary. As a condition of this
amended licence, the Commission required CanWest to create a $10.5 million fund over seven
broadcast years to “support Alberta's independent production community.” This fund was to

? Ibid., para 42.

19 CRTC, Broadcasting Decision CRTC 2004-502, para 34.

" Ibid., Appendix A.

12 Ibid., para 17.

13 CRTC, Broadcasting Decision CRTC 2007-360, para 41.

' CRTC, Broadcasting Decision CRTC 2007-167, para 12.

>CRTC Transcript of Proceedings dated February 12, 2007, LISTNUM 1/1 1962.

Analysis of Canadian Private Broadcasters’ Expenditures in Alberta and the Prairie Provinces
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be administered by the Independent Production Fund (IPF) and would be dedicated to the
development of priority programming in the drama and documentary genres.'®

2.2 Private broadcasters spending in Alberta and Prairie Provinces

A Given the commitments described above, in this section we document the extent to which
private broadcasters have actually made expenditures in Alberta and the Prairie Provinces to
fulfil these commitments. We should note, at this stage, that we have relied solely on publicly
available information (from the CRTC and private broadcasters’ annual reports) to document
these contributions.

2.2.1 Aggregated funding committments

A Figure Tillustrates the total minimum regional funding commitments (of regions including
Alberta) between broadcast year 2003 and broadcast year 2009 as it relates to the total amount
actually spent by private broadcasters over that period.

Figure 1 Aggregated funding commitments vs. actual spending (in $000s)

Source: Nordicity analysis based on data from CRTC.
Note: this figure does not include the expectation that Crossroads spend $9.6 million on independent production in Alberta.

A Figure 1 shows that, while in 2004 and 2005 regional spending exceeded the minimum annual
commitment levels, in all other years in the sample period, broadcasters did not reach the
expected level of regional spending.

A 2004 regional spending was bolstered by the conclusion of the A-|j|  GccNNGNGNGNGNGEGG

Figure

CRTC, Broadcasting Decision CRTC 2007-
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