EYS

CAB | ACR

Canada Media Fund Industry Consultation
Response of the Canadian Association of Broadcas

September4, 2009

CAB Vision: The goal of the CAB isto representandadvm ce t he interests of Can
private broadcasters in the social, cultural and enomic fabric of the country.



CONTENTS

1.0 INTRODUCTION .ottt e et e e e e e e e e e e e e e e s s s s s a b bbn e e e eeeaaaeas 1
2.0 DIGITAL MEDIA AND VIDEO CONTENT FOR MULTIPLE PLATFORMS  .......... 2
2.1 CMF Program AlIOCALIONS.............c.cuiuiiieeieicceie ettt 4.
2.2 o0Conver.gent. 0. . Cont 8Nt s 4
2.3VIAE0 ON DEMAM........coiiiiiieiii ettt eenms ettt e s sme s ens 6
2.4 Marketing and PrOMOLION.............cccooiiiieeeeieceeee ettt 6.
3.0 GENRE ALLOCATION S AND DEFINITIONS ......coiiiiiiiiiiiiieeee e
3.1 Documentary ProdUCHIQN................c.cuiiieeeiccicceece ettt 7.
4.0 AUDIENCE AND RETURN  ON INVESTMENT .oooiiiiiiiiiieeeeeeeee e 8
5.0 BROADCASTERAFFILIATED AND IN -HOUSE PRODUCTION ......ccooeeiiiiiiiinns 10
APPENDIX A : RESPONSES TO CMF QUESTIONS.........cooiiiiiiiiriiie e A-1
Briefing Note 1: Program Allocatiagn€onvergent and Experimental Streams.................... A-1
Briefing Note 2: Convergent CONtENL..............oc.oviieeeiceieeee et A-1
Briefing Note 3: Video 0N DeMANM...........ccoiiieeeee e e A-2
Briefing Note 4: Audience Success and Return on Investment..............ccceeierrnncnnenn. A-3
Briefing Note 5: Marketing and Promotion...............cc.cooueeieiiieiieieceeee e e A-4
Briefing Note 6: Television Content in the Convergent Sir@Hlatations by Genre.............. A-5
Briefing Note 7: Documentary ProduCHION............cccooiiriiiicccceeee e A-6
Briefing Note 8: Canadian Elements of CMF Projects.............ccoovierinnrcesesseeeeees A-6
Briefing Note 9: Thirlanguage Production................cc.ovoeeeiiviicciieicccecceeeeee e A-7
Briefing Note 10: Broadcas#dfiliated and IFHouse Broadcaster Production...................... A-7
Briefing Note 11: Performance EnvelopEsigible Entities............coooiiiieeeeeee A-8
Briefing Note 12: Audience Success and thed®Ekphasis on Original, FHRuUN,

PrimeTime Programming............ccccociiiouieeiiiieeeeeceieeees e A-9
Briefing Note 13: Englidbanguage RegidrRroduCtion................ccocvcvevieericiecicceccccee e A-11

APPENDIX B: ASTUDY OFBROADCASTERSGO6 NEW MBEDOIE&S ACT
OHI TTI NG THE THH SEH....IN.Qu e B-1



1.0 INTRODUCTION

The Canadian Association of Broadcasters (CAB) is the nationale of Canadads pri
broadcasters, representing the vast majority of Canadian programming services, including private
radio and television stations, networks, specialty, pay ged\pay services. The goal of the

CAB is to represent and advancetiet er est s of Canadads private b
and economic fabric of the country. The CAB appreciates the opportunity to comment on the

future direction of the Canada Media FOQMMF6O o r 0 t) dndeh&ltd thedn@jorityof our
members, some of whom are submitting compl eme

Private broadcasters have been partners in the Fund since its 1994 inception as the Cable
Production Fund. Along with the Government of Canada, independenepspgdublic

broadcasters, broadcasting distribution undertakings (BDUs), and film dist@ilautora,d a 6 s pr i v
broadcasters have collaborated in the governance and design of the funds that preceded the CMF.
Together, through a governance structurestitaturaged extensive discussion of industry issues,
collaboration, compromise and consensus, key stakeholdersiVedat shared solutions and

policies for the funding of higjuality, popular and identifiably Canadian television programming.

While the solutions have not always been perfect for all players, broadcasters, producers and
distributors have crafted mutually acceptable policies to license and fund over 25,000 hours of
programming over the years. The CAB urges the CMF Board of Directtadfaodecognize

these areas of past consensus in implementing the new CMF. In many key policy areas, the industry
has already crafted workable, successful solutions. Now isint tbedtsmantle them

Private broadcasting has been critical tG8Teand will be for the future of the CMF. From the

initial concept to the final production, private broadcasters are closely and actively involved in the
productions they trigger from the Fund, and private broadcasters represent one of the largest
finangers of Funesupported productions. Attracting approximately-fuagers of Canadian

television viewingprivate conventional and specialty and pay television will continue to be essential
to delivering on the Mi nmsCanadiadssvanmtb yatgcs.t i ve of

At the same time, however, private broadcasters rely more on volatile advertising markets than do
ot her broadcasters. Private broadcastersd ab
programming must be tempergudloe fact that a major source of our revenue, advertising, has

been decreasing. The picture for ZIWKill very likely show sustained ad revenue declines for
conventional televisipand a softening ad market for specialty teléviganning prognaming

schedules and investments is even more challenging in such an economically volatile environment.
We urge the CMF Board and staff to be prudent in implementing gradual, incremental changes to
CMF policies and guidelines.

l1Based on BBM&8s Sprsithng s2 0> ToW nEBM aSt gpter sons 2+, excl udi
viewing.
2Based on TVB data for the first 11 months of the broadcast year.



The CMF consultation is ambits, addressing 13 issues and over 70 questions for stakeholder
feedback. A number of these issuespr esent, to use the CMFOs ter
new opportunities, including the convergent stream, video on demand (VOD), marketing and
promoton, the experimental stream, broadcafitated and Hmouse production, and certain

aspects of audience success and return on investment (ROI). These elements that provide for new
opportunities have not been addressed by the Canadian Televis{@TFumdthe past, or they

reflect specific directions identified in the March 9, 2009 announcement by Minister Moore. The
CAB believes that these elements require considered, inclusive consultation from key stakeholders,
to ensure t hatnst ma eCMFR&Y icditriecctaind consi stent

The challenge for the CMF Board and staff wil
policy changes that reflect the need for change, while minimizing the inevitptiden desthe
industry. Some issues, particularly those 0Kk
addressed on a priority basis for the-2Q1fdinding yearAreas for priority consideration in 2010

11 should therefore include the follayvin

o Digital media and video content for multiple platforms
e  Genre allocations and definitions

e Audience anROl

o Broadcasteaffiliated and smouse production

Each of these areas is addressed below. In addition, the CAB provides responses to each of the
CMF6s questions in Appendix A.

2.0DIGITAL MEDIA AND VI DEO CONTENT FOR MULT IPLE PLATFORMS

Canadad6s private broadcasters are extensively
aggregators of digital content for online and mobile platforrosr émperience, these platforms

can serve multiple purposes: they make content more widely available to Canadians at any time, on
many devices; they further audience engagement with content and brands that are made available
initially on television by magirich content richer; and they enable experimentation with regard to
potential future television programs and new forms of community.

A CABcommissionedrepoA, St udy of Private Broadcastersodo |
N o t, is appened to this submission. The report highlights the many forms and genres of content
which broadcasters are making available onlia arabile platforms, organized and funded by

private broadcasters, in many cases outside the scope of CTF&hdbtFprogemming.

The authorsf the repornotethab nl i ne and mobil e content and a
deepen the consumersdé relationship with the b



audienced§® Key to broadcasters, then, isrtantainthe popularity of the television bramdl not
fragment ias content is made available in different forms on different platforms.

Indeed, while private broadcasters make significant investments in digital mgdnVierezonal

and payspecilty) television remains the most popular means by which Canadians access video
content. Canadians who watch video online watch an average of 605 minutes of online video per
month or about 2.25 hours per week, and most of this video is currenflyrsh@tten user

generated) contehtAverage per capita viewing of television in Can2@# isours per week, a

figure which has increased slightly over the past five g@arsamongdults 184, who have the

highest levels of viewing of online vidieear television viewing has increased slightly from 20.7 to

21.3 hours of television viewing per capita perweakar television also accounts for an

over whel ming share of broadcastersd advyerti si
in the US, broadcastersd online ad revenues r
portion is from online vid€o.

Broadcasters who have significant online properties are approaching the online world differently,
depending on their audieneesl the programs being promoted. Broadcasters targeting younger
viewers with fictiofbased content, such as Family Channel, stream programming online and
provide ancillary content such as games, O0sne
etc. Broadcasters targeting older demographics, such as Silver Screen Classics, are designed to
promote the |inear television brand and offer
content appeals toth younger and older viewdrsweverAP TNd s onl i ne strateg
on younger, teebavvy demographicshe online or mobile content need not be highly interactive

to engage audiencéut simply, then, the online and mobile platforms represent oppordunities

albeit nascent opporttiesd for broadcasters and their audiences.

Broadcaster so -plifari Waeldigte engage atidlerces marosst piatforms, without
excessively fragmenting the audiences. Broad
splinteredacross different platforms, in order to monetize the costs of content and to attract
advertisers to °%tWhereloadcasters s Have cobiteol ober camedt in its

early stages, effective mplitform strategies can be developedatdhib nortelevision platforms

can complement the critical television platform. And for this to happen, broadcasters need to be

3 See Appendix B.

4comScore, O0OCanada Ranks as a Apti2l@b. Leader in Online V
5BBM, TV Data BookR00708 and 20685.

6 Ibid

’SNL Kagan, OPublic broadcasters' reported online reven

broadcasters in this context are pukiialyed commercial broadcasters.
8 Canadian broadcasters shagedbincern with broadcasters elsewlHem®. a r ecent article on NBC

NBC executive notes that its content platform strategy
of f into different wingawayfrgn woreying abosit making comentdar aparéculan device
o0 smartphones, TVwidgéitb ecause itd6s too often an expensive diversi

in order to recruit an audi encaeb.out (Maikz nBysinddsddeeck oonWheantt 6
August 30, 2009).



able to acquire muftiatform rights in their licence negotiations with-fhartly producers, and to
produce muliplatformcontent inhouse and through affiliated production companies.

2.1 CMF Program Allocations

As the business models forioaland mobile content amerging, broadcasters observe that linear
television remains, and will remain for some time, the priratfahp for viewing Canadian video

content. With regard to the CMF, therefore, the CAB recommends that the allocation of funding,
between linear television and online/mobile content, and between broadcaster envelopes and the
experimental stream, follovetbvolution of Canadian audience preferences. Initially, most of the
CMF6s funding should be allocated through bro
Canadiansd overwhel ming preference for video

CAB Recommendations:

e 5% of the CMFd6s total funds, or about $15M
and the remainder allocated to existing special initiatives (AHanguade production,
development, versioning, Fretehguage productiautside Quebec, and the regional
production incentive) and broadcaster performance envelopes.

e Thedollar valuef funding allocated to special initiat(tles regional production incentive,
development, AboriginEinguage projects, versioning, Fréaeguage regional production
within and outside Quebec, Frefmiguage regional developmen01611 should
remain the same as in 2009

2.2 0Convergentdé Content

The CMFO6s briefing notes refer toendibdg-iotvall ume
added variablesdé, omultiplatform distribution
of nonlinear, interactive content that would be supported through broadcaster envelopes. None of
these terms ar e defioies)whith poses challemgefiM bdustry br i ef i ng
stakeholders who wish to provide input on pol

Nonet heless, it is clear from Minister Moorebd
Canadians want to watch,television, online, and on mobile platforms. With regard to online and
mobile platforms, therofessionaliproducedsideo content Canadians want to watch is essentially

the same content they want to watch on television: entire episodes or segiaents of v

programming that has been made available on the television platform, but that is available at
different times and on different devices.

Whether the online or mobile content is streamed video of full episodes of television programming,
interactive gaes, behindhe-scenes video clips, contests and quizzes, or other content forms, these
additional forms of content have a cost. As noted in the report provided in AppArsindy Of



Private Broadcaster sd Ne wbrdddcasiera asséumé manyiotthee s : o]
costs of making programming available on mobile or online platforms; these costs include:

e Encoding video for screening online

e Streaming cosésthe more viewers pulling the content, the greater the cost of bandwidth.
High-definition video is even more expensive in this regard

¢ Rights acquisitions for multiple platforms

e Design and ol ook and f eel OGappeopriatetehighlighttieef br o
video offering

e The production of ancillary video content

e The deelopment of applications for games, contests, and other interactive content

In most of the cases highlighted in the study, it is the broadcasters themselves who have assumed
these costs, while potential revenues have been uncertain at best. Théleansideara

investment is worthwhile for longenning series or sports events, since théeternision

platform is intended to build loyalty and engagement for the television content. Viewer loyalty and
engagement are, however, less relevant foffared lowetudget programming, since the

significant investment in online/mobile content cannot be justified for a program that appears once
or occasionally on a television service. Broadcasters have found that series are the most effective
television Veicles for presentation on online or mobile platforms.

CAB Recommendations:

e The Broadcaster Performance Envelopes should support linear television and video content
on a second platfortnvVOD, online or mobile. There should be no restrictions as to the
type of content made available on the second platieritvOD, streamed video,
interactive, shoform, longform, etc

e The second platform could be online (streamed or other), VOD, or mobile (streamed or
other). The second platform content couldiaaicab the television content, it could
involve excerpts and new packaging of existing caefmposingr it could beriginal
content, unique to the second platform, but based on the television program.

e |If originaiontent is to be developkxt the second platform, this would be subject to
negotiation between the broadcaster, producer and financing partners.

e Thecostdor the second platform should be included in the application for funding of the
television productionThe dditional budgatems associated with the second platform
should howeverbe isolated in the productibndget to comply with the funding rules of
other digital media funding programs.



¢ When unique content is being createzlptoducer of the second platform could be th
same producer as the television production, or a different producer. Broadcasters should be
eligible producers of the online/mobile content, as well as of the television content.

e Because broadcasters already assume the vast majority of costsagbamditesiand
mobile versions of television programming, the threshold licence fees paid by broadcasters
for CMFsupported content should also include rights for the second platform.

e Entities that can satisfy the current criteria for broadcaster pederenvelopes should
have access to envelopes in the convergent stream.

2.3 Video on Demand

A number of CAB members provide videedemand (VOD) content or services to Canadian
viewers.Some offesubscription VOD (SVOD) to subscribers, allowing subictbthese

services to be able to access, for free, some of the same programming that is available on the linear
service. The VOD offering in this case is a second window, or a concurrent first window, to the
lineartelevision serviceln the case ofansactional VOD (TVOD), subscribeas either access

individual programs for free,fmay on a pgprogram basis to access films and other content

typically in their first television window.

Currenti’OD is a second, complementary platform for litedavision. Broadcastéra/orking

with BDUs@ use VOD to extend viewer engagement to programmirtg izscdease audiencés.

this sense, VOD is analogous to other complementary platforms such as online or mobile platforms.
It would therefore be apgpriate for VOD to be considered an eligible second platform in the
CMF6s convergent stream.

CAB Recommendation

¢ VOD should be an eligible second platftafter the linear television platform) in the
CMFb6s convergent stream

2.4 Marketing and Promotion

Broadcasters make a significant investment in the productions supported by the CTF/CMF-.
Indeedas the most recent CTF annual report observes, broadcasters are the single largest source of
financing of CTFupported productions, at 34.4%, followed by Teal 27.8%. With licence fee
thresholds as high as $315,000itpbudgetEnglishlanguage dransaries (20% of eligible costs

for bighudget French anguage drama series), broadcaster s
been growing. As well, grfaroadcaster performance envelopes are calculated in large part based
on broadcastersd audience success, It 1s in b

audiences for CMsupported television programming. Consequently, broadcasténgdrive
marketing and promotion of this programming. While these marketing and promotion costs do not

6



appear in the production budgets submitted to the CTF/CMF, broadcasters devote airtime and
obtain advertising on other vehicles to ensure their productigmmeraoted in the most suitable
manner . This can include promoti ornndeesh br oadc
CAB members note that the single most effective way to promote online or mobile content is via
television. Similarly, online/mibcontent drives viewer engagement with television content.

I n broadcastersd experience, there is no oone
television programs. For a new program, it is impossible to develop a marketing planah advance

the production actually being made; the production \dgliesry date, financing and many other
elements can change from the time the application is received by the CMF to the time the program
airs. It would therefore be inappropriate for the GMEduire marketing plans or budgets to be
submitted with each television production application. It would be equally inappropriate for the

CMF to prescribe specific marketing or promotion costs that could be supported by the CMF.

CAB Recommendations:

e Considerable marketing and promotion of &Misported content will be undertaken by
broadcasters (as they have done withsDpported television programming). No further
marketing or promotion should be required for productions to access CMF funding.

e Broadcasters and producers could negotiate additional marketing/promotion costs for
individual productions; howevegpecial initiativat the CMF is not necessary.

3.0GENRE ALLOCATIONS AN D DEFINITIONS

As the CAB observes in the introduction to itemssgion, the number and scope of the issues

being reviewed by the CMF in 2009 is vast. For the upcoming funding cycle, the CAB believes it
would be less disruptive to broadcasters and producers to maintain as many policies as possible
from the previous (H guidelines. Consequently, the genre allocations usedifi 28064ld be
maintained for 20101.

3.1 DocumentaryProduction

The CMF&6s briefing notes refer to a oOoOmarket t
to documentary, variety andfpaning arts programming, suggesting that there are some forms of
these genres of programming that could not be supported by the market alone.

Ther ai s ofithe €G-hasibeen, as stated in the CTFRDB&adcaster Performance Envelope
Guidelise to provide oOsuppeptresenpedj gensesnof he€r
Document ary, Drama and Variety and Plrforming
CTF/CMF support is required for these genres, it is because theyoappaatian viewers;

however, to use the language of Minister Moore, the market alone would not support their creation.

7



This is true oéllthe genres supported by the CMF. &lneno reason to revisit the list of genres
supported or their definition thiis time.

CAB Recommendations:
e The CMF should mainta@xisting genre allocatidos the upcoming funding cycle.

e The genre definitions and types of documentary, variety and performing arts programming
supported by the CTF in the past should continbe supported by the CMF.

e OLighterdé documentaries, such as | ifestyle
support.

4.0 AUDIENCE AND RETURN ON INVESTMENT

For several years, all projects funded through the BPE stream of the CTF have be¢a required
meet a number of criteria relating to their scheduling and airing by broadcasters. More specifically,
CTF funded productions had to:

e Be O0newd6 productions, i.e. not substanti al
productions

e Be aired within 1®onths of completion and delivery to the broadcaster

e Be aired in opeak viewing hoursé, i.e. 7 p
youth programming

Based on these eligibility requirements, every television production funded througbkttbarBPE

has been original (0newo6), first run (aired f
broadcaster), prime time (aired between 7 p.m
programmingln his announcement of the CMF in Ma2&9, he Minister of Canadian Heritage
indicated that the CMF would place the emphas
The criteria listed above ensure afia€MFfunding is, indeed, directed to original -finst prime

time programmingnl t he CABOs view, no further measures
objective.

Additional measures to favour this type of programming, for example, in the calculation of
broadcaster performance envelopes, are not feasdds the boardAs theCMF briefing notes
indicatesome additional steps would be requirel@tiermine whether viewers are watching an

original, firstun airing ofaprogram hus, as the CMF observes, oqu
do notcurrentlyuse these [premier, sj@ and repeat flag] data fields in the BBM audience database
Infosys, as additional resources would be necessary to provide this level of information to BBM



Canada on a weekly basisaddition to the actual program schedule for the week thédibjast
concludea

Further, even if it were feasible to calculate BPEs based on original, firsthetime
programming, such a course of action would ru
putting al/l broadcadasd erFhenBREOC@Ivel!| ot agm nme |
since 2004 has used the same metrics for all/l
measured in the same way for conventional, specialty, pay, public, privatarigoglgsh French

languge and Aboriginddnguage broadcasters: total hours tuned tes@ported programming

and programming of the type supported by the CTF. This particular metric was analyzed

extensively and a number of different approaches have been considered iy tine @ast

several years. While the current approach presents advantages and disadvaizapsakieis

with performance envelopes, neither CTF staff nor the Board arrived at an alternative approach that
could still ensure a level playing fieldregrall broadcasters.

I n its briefing note on audience and ROI, the
i nvest ment 6 c oul d-supperteé praductiomsa The assumption urdedying this
consideration seems to be that broadcastemaihecers do not take on sufficient financial risk

for these productions. F rsopporteéd ipredudiion®adrehdya st er 6
involve considerable risk, in the following ways:

¢ Licence fee thresholds are high and have been incredising,attendant increase in the
revenues broadcasters generate from these productions

e BPEs are calculated in part based on licence fees over average, thus moving licence fee levels
even higher

¢ As the principal financiers of CM#&pported productions, braadters already assume the
greatest level of risk of any private sector financier. The additional investments made by
broadcasters in the marketing and promotion of these productions increase the level of risk
for broadcasters

From a commercial broadcastes per spective, the ultimate mea
investment i s audiences (which in turn genera
successO has been an appropriate measure of b

CAB Recanmendations:

e The CTF project eligibility requirements, with their focus on newxtjpniengrogramming,
achieve the Minister 8s-rupgare iohe & mprhagr ammigr
No further measures are required.

e The current methodofcalcat i ng oOaudi ence successoO6o for t
and ensures a level playing field among broadcasters. This approach should be maintained
going forward.



5.0BROADCASTER-AFFILIATED AND IN -HOUSE PRODUCTION

As indicated in its briefing note broadcasteaffiliated and Hmouse broadcaster production, the

current CTF/CMF caps on these types of production have been in place since 2004, when the BPEs
were introducedPrior to 2004, up to ortlird of CTF funding could have been devoted to
broalcastesaffiliated productions. The relatively low levels of CTF funding going to broadcaster
affiliated production have been in part due to CTF rules implemented in 2004, and partly due to
CRTC conditions of licence for conventional television, whigherélys category of broadcasters

to source most of their priority programming from independent producers.

At the same time, many pay and specialty services have accepted conditions of licence requiring that
priority programming also be sourced frorepeddent producers. These services have, as a result,
generally not built their owntiouse production capacity.

With the emergence of an increasingly competitive environment for video content and audience
attention, broadcasters need to be able tndseurpose content evhateveplatformsare

appropriate to their programming. While support to independently produced online or mobile

content is one way for broadcasters to have more access to more content, broadcasters also need to
have direct owndrip over video content and rights. To do so, broadcasters should have the

flexibility to use their envelopes to fund productions made by affiliated producers or produced in
house. Such an approach woul d beligimlityfosi st ent
broadcasteaffiliated production would be expanded in the CMF and that broadelagtesein

production would be allowed.

CAB Recommendation

e The CMF should raise the threshold on the amount of BPE funding that could go to
broadcasteaffiliated and #house productionAn appropriate threshold, consistent with
past practices of the CTF, would betortei r d of the broadcasterds
broadcasteaffiliated or iFhouse production.
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APPENDIX A
RESPONSES TO CMF QUESTIONS

Briefing Note 1: Program Allocationg) Convergent and Experimental Streams

a) How should the CMF allocate its program funding between the convergent and experimental streat

The CAB suggests that, at | east f osibedevoted next
to the experimental stream.

b) Should there be any minimum percentage of the convergent-alecsiiom péatfotmsdn

The convergent stream should be administered with maximum flexibility, so that broadcasters and
producers carespond to changing consumer demand, emerging digital media business models, and
the evolution of technology. No minimum percentage of the convergent stream should be allocated
to nontlinear television, online, or mobile content.

c) Are the current furallogations to the Special Initiatives (DevelopméarigAagegipedjects,
Versioning) appropriate?

The funding allocations tikeseSpecial Initiatives remain appropriate. Given, however, that the
Versioning Assistance envelope has been upgtaibad, we suggest that the definition of eligible
expenses for versioning be expanded. More specifically, the CAB encourages the CMF to allow the
versioning of standard definition productions into high definition.

Briefing Note 2: Convergent Content

a) What criteria should the CMF consider to determine whatlidddinahtehtieneets its requirements?

0 V a-h d d & dideo content which expands opportunities for Canadians to watch Canadian
programming, when and whlendd eddténicomprssevideot o do s
content on any nelineartelevisiononline or mobile platformThis should include VOD.

b) Should the criteria be identical for all projects, or should they be varied on the basis of the nature o
(drama,dosnent ary, childrends and youth, variety
mobile, etc.)?

All productions supported through broadcaster envelopes in the convergent stream should be on

two platformd) linear television plus at least ohenline, VOD or mobileThe second platform

could be online (streamed or other), VOD, or mobile (streamed or othezpn{Eme on the

second platform could Istenticéb the television content, it could involve excerpts and new

packaging of exisgrcontentrepurposingr it could beriginatontent, unique to the second
platform, but based on tequremergsicengerniigetgpeofpr ogr am

A-1



content to be put on the second platform (original, repurposed, or identictdlavigien
content) should be flexible.

If originadontent is to be developed for the second platform, this would be subject to negotiation
between the broadcaster, producer and financing partners.

c) Should a minimum licence be required fdfiotihe ceawgaaent(s) for a convergent project? If so, what
should this minimum be?

No minimum licence thresholds should be imposed.
d) Should the licences for the new platforms be separate from the licences associated with television,
combide

The licences should be combinat.required elements for both the linear televasidrthe VOD,
online or mobile platforms need to be included in the licence fee, to ensure that broadcasters can
present the content on all required platforms.

e) Shoul a minimum budget be considered for each component of a convergent project?

Given that every convergent project is different and will be financed differently, it would be
inappropriate to impose rules that would attempt to standardize these projsetsmiia
budget restrictions are required.

f) Should a level of market interest (financial commitrAesttyrdor @xhimtple) be required for the new
platform component of a convergent project?

Broadcaster participation remains the principaltiodicd market interest for CTend CMF
funded projects. No additional requirements should be imposed.

Briefing Note 3: Video on Demand

a) What is the mechanism to make VOD services an eligible distribution platform to the CMF?

The CMF should allowWOD rights to be acquired by broadcasters who license@jiyérted

television productions.

b) In the context of the CRTC making a distinction between TVOD and SVOD, are there consideratiot
CMF to take into account? Are there special cortbel ératransgoage market?

VOD serviceshould nobe eligible for broadcaster performance envelmiegOD should be
considered an eligible second platform in the convergent stream

A-2



¢) Would making VOD services eligible as distribution platformasioneainatiperformance envelope
system for VOD services providers? What objective criteria should be used in determining allocatic
audience is considered a criterion, how would audiences be measured?

See the response to (b), above. \#@adldalsobe made eligible for the CMF by allowing
broadcasters to acquire VOD rights in tte@sholdicence fees.

d) What considerations should the CMF contemplate in the context of potential new models that woul
relationships beingependent producer and broadcaster, broadcaster and BDU, independent produ
BDU, and between producers and unions and guilds? Are there special contadgramgms for the Frer
market?

These relationships are governed by contracts, weligggements and negotiations made among
the parties involved, outside the CMF. Similarly, dispute resolution mechanisms exist outside the
CMF. There is no need for the CMF to play an additional tbis time.

Briefing Note 4: Audience Success anddturn on Investment

a) How should oaudience successo6, for the CMF3s
purposes, be defined?

From broadcastersd perspective, the ultimate
Br oadcastnedr sobnh ocarnetimvest ment i n addpverobgucti on i
audience succedthat the production generates. The CAB recommends that the definition of
coaudience successO used in the cal cthdCMF.i on of

b) Should ROI be determined solely in reference to money returned or should other benefits be cons
what benefits and how should they be measured?

See the response to (a), above.

c)Shoul d t he def i nRQ@Ibediffesentdof eachadiilit: gemre, ordor theuEOglish s s 6
and French markets?

OAudi ence successo® should be defined as it cu

d) Given the definitions arrived at, how should the CMRHavtavprafgits/ed and demonstrated the
most potential to achieve success, in terms of audience and return on investment? Should this be
current BPE system or within an alternative system?

The CTF explored, in the past, numerous wayw#rdeuccess or to identify projects with the

potential to achieve success. Selective deuneskong, broadcaster priorities, and other approaches
have all been adopted for a time, but have been ineffective. BPESs, on the other hand, have proven
to be avery effective way of rewarding audience sucaésthienmarketplace in effect identifying

the programs that will be successful.
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e) Should the CMF adjust its funding formula so as to make more or all of its contributions in the form
investmamntreview its Standard Recoupment Policy?

The current split between licence feeufggpand equity investments should be maintained in 2010
11.

f) Would ROl increase if producers and/or broadcasters were required to take greater financial risks i
piojects, thereby being more motivated to achieve success? If so, should the CMF establish, or che
to increase the financial commitments to projects required from producers and/or broadcasters?

The contributions made by broadcasterseifotim of licence fees as well as the valueaf on
and other broadcaster promotion, are signifiGanadcasters are already providing the largest
share of financing of CTftinded productions. Through these significant contributions,
broadcasters asse enormous financial risk in licensing, airing and promotiriy @iEe
productions. Licence fee thresholds have reached a level where they represeamtidgreater
broadcasters. Should higher licence fee thresholds or financial requiremergsdemnmp
broadcasters, CMF production would become unsustainable.

Briefing Note 5: Marketing and Promotion

a) Recognizing that the CMF has a goal to build audience demand for programming that is produced
platforms, how can promotion and acikiéts be encouraged and supported?

Currently, broadcasters undertake the vast majority of promotion and marketinfyntd &I'F
productions. O+air promotion of programming is one of the most effective ways to increase

viewer awareness of a progend to sustain viewer engagement. Moreover, research demonstrates
that crosglatform promotion, which broadcasters already undertake through their television and
online/mobile presence, significantly enhances awareness and engagement.

Where appropaie, broadcastdtgtherpromote CTHunded productions via print, outdoor, radio
and other advertising media. However, marketing and promotion models vary according to the
production, and it is generally impossible for the broadcaster or the prooeiedaieédo anticipate
how a production should be marketed or promoted before it is produced.

b) Should marketing and promotion costs be made eligible in both the convergent and experimental fi
and, if so, should certain caps be considered?

If the broadcaster(s) and producer agree to undertake a marketing or promotion campaign outside
of what the broadcaster itself will do, then these incremental marketing costs could be negotiated in
the production budget.

c) If marketing and promoticareostsle eligible, should the CMF consider both national and internation:
costs as eligible costs?
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If the broadcaster and producer have agreed to include national or international marketing and
promotion costs in the production budget, these costsatsalde supported by the CMF.

d) Should marketing and promotion costs remain ineligible but be made a project eligibility requireme

Marketing and promotion costs shauitbe made a project eligibility requirement.

e) Should marketing and promotienfactised into envelope calculations? Should broadcasters be rew:
through their envelope for the marketing efforts they accomgiisttéenl [sloomete CTF

The current method of calculating broadcaster envelopes remains appropriate.

f) Should astinct program be created to fund marketing and promotion activities?

Given the extent to which the CMF is fragmented to support diverse initiatives, including
oconvergento projects, there should not be ad
initiatives, such as marketing and promotion.

Briefing Note 6: Television Content in the Convergent StreadAllocations by Genre

a) Should the CMF continue to allocate its prog
BPEs by géhre

The current method of allocating the CTF budget by genre, and of calculgengepleroadcaster
envelopes, is the result of much discussion and deliberation by broadcasters, producers, CTF
officials and other stakeholders over the course of seagsal By maintaining relatively stable

shares of funding to the genres, the CTF has enabled some level of predictability and facilitated
planning by broadcasters and producers. It would not be appropriate for the CMF to revisit these
decisions.

b) Shouldhe CMF continue to use the same four factors and associated weights in calculating BPES f
or should these vary by genre?

The four factors remain appropriate across genres.

c) Are the current genre allocations appropriate? D tredatingetot flteleamounts and transfers provide
an appropriate level of flextijigiould the CMF let the market determine which eligible genres recei
much (i.e., should envelope holders be permitted to spend their BPElweiacyseligilde)genre a

Given the magnitude of changes already likely to occur with the CMF (due to the introduction of
the experimental and convergent streams), it will be important to maintain maximum stability and
predictability in other areas of the FuRdr the next yeathe CMF should continue to use the

genre allocations ahtbadcaster envelopes by genre
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Briefing Note 7: Documentary Production

a) How should the CMF ensure the reali-zati on
funed documentaries towards orealityo or ol
modified) definition(s) of documentary more strictly, so as to exclude lifestyle and/or reality prog
funding? Or are other measures required?

No additional measures are required.
b) The Governmentds decision also places emph

potential to achieve success, Iin terms of
or éature length and/or auteur/POV documentaries in particular, be exempt from this approach?

The same criteria should apply to all genres.
c) Given that lifestyle and reality programs often achieve significant levels of audience success, he
CMF bst reconcile this policy intent with the aforementioned directive concerning "slippage"?
No changes are required to the current policy.
d) Are the calculation factors and weightings used to calculate the Broadcaster Performance Enve
appropriate the documentary genre?
Yes.
e) Are the current Essential Requirements still appropriate for documentaries in general, or feature
and/or auteur/POV documentaries in particular?
The current ERs should be maintained and applied in the same naainey tirave been applied
in 200910.

f) Could the introductiofmotise production, combined with the potential for increased-access for bre
affiliated production, reduce the number of independently produced auteur/POV documentaries
there any measures the CMF should take to mitigate this?

It is unlikely that broadcastdfiliated or iFhouse production will significantly decrease the amount
of documentary prograning licensed by broadcasters

Briefing Note 8: Canadian Elements of CMRProjects

a) Are the four Essential Requirementspadifjerseeptions still appropriate, do they provide the rigt
balance, or should amendments be contemplated? If so, which, if any, of the following characte
CMF consider:

e Who owmsd/or controls the project?
e Who fills the key creative roles on the project?
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e Where or by whom is the bulk of the work on the project done?
e What is the content/subject matter of the project?
e Others?

The 4 ERs should continue to be applied in-2010ith one modification: rpductions with 8/10
or more points on the CAVCO scale should be eligible for CMF funding.
b) Are these characteristics equally relevant to television projects and digital media/interactive pro

they apply to the conseegentand the experimental stream?

Any television production supported by the CMF should be required to meet the 4ERS;
consequently, the ERs would also apply to the second platform of productions supported via the
BPEs.

c) Should the policy objectiwerofgdarojects with potential to achieve success, in terms of audience
ROI, be considered in this discussion?

No.

Briefing Note 9: Third-Language Production

a) In the context of the unique manddémg@bdgedtelevision broadcasterd tosemnmites, what
is the most effective way to sujgratistlgedproduction? Through the creation of a Special Initiative
stream of fundingrough Broadcaster PerfErmialogpes?

While CTVglobemedia Inc. does not agheemajority of CAB nmebers suppothe creation of a
special initiative to support thleshguage production.

b) What level of support would be appropriate?
An appropriate level of support for the proposed special initiative ih12@b0Id be $2 million to
$4 million.

c) In wiat eligible genres of programming is there likely to be demand?

If supported by the CMF, thitdnguage productions would likely seek funding mainly in the
documentarydramaand variety and performing ayénre.

Briefing Note 10: Broadcastewffiliated and In-House Broadcaster Production

a) What levels should initially be set for access in order to encourage theaifijidtedxamidoroadcaster
inrhouse production and independent production? Over what time period should these levels be
inceased?
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The CMF should raise the threshold on the amount of BPE funding that could go to broadcaster
affiliated and #mouse production. An appropriate threshold, consistent with past practices of the
CTF,wouldbeone hi rd of t he b ceeavdlapa fertbreadcasffilipted orfino r ma n
house production.

b) Are there specific issues to be considered in relation to access by public broadcasters to the CT
affiliated companiesousge facilities?

Public broadcasters should bgetttio the same conditions as private broadcasters.
c) Given the distinct nature of thiaRgelage market, are there considerations that are particular to
Frenclanguage broadcasters that should be taken into account?
The approach proposed in (ap\ay would apply to both the Engliahd Frenchlanguage
markets.
d) Should any control mechanisms be considered?
The approach proposed in (a), above, provides sufficient controls and protections for independent
producers.
e) Should the current CTF defifotidoroadcasidiated programming be modified?

No modifications are required.

Briefing Note 11: Performance Envelope3Eligible Entities

a) What criteria should the CMF consider to determine which Canadian distribution entities should
toperformance envelopes in the convergent stream?

Initially (for the first year or two of the convergent stream), both the television and the online or
mobile content should be funded through the BPEs.

b) Should the criteria be identical for allteatt@s/ergent stream or should they be varied on the bas
ownership or affiliation (whether or not they are linked to a broadcaster) and the platform used |
etc.)?

See the response to (a), above.
c) Insofar as a distribution entityptatfoaws is not associated with a broadcaster, what criteria shoulc
used to determine eligibility?

A project funded through the convergent/BPE stream should be licensed by a broadcaster, who
would negotiate the rights and distribution of both teeisedn and the second (mobile or online)
platform. If the broadcaster and producer have a contractual agreement for a third party to
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distribute the online or mobile production, then the both the television and the online or mobile
production should beigible for funding through the BPE.

d) Are the existing performance factors for television projects (audience sucesssagstorical access
licences, regional production licences) relevant for the new platforms (conwetment projects) or s
adapted?

For the first one or two years of the convergent stream, given that online and mobile business
models are emerging and these platforms are far less watched than linear television, the CAB
recommends that o0conve daamadditipnalbydgeciterthwiie si mp | vy
linear television productiomn these early stages of convergent content development, the CMF

does not need to create separate performance envelopes or introduce metrics for audience or market
success.

Briefing Note 12: Audience Success and the CMFEmMphasis on Original, FirstRun,
Prime-Time Programming

a) Should this refer only to the initial airing of each new episode of a program on the first broadcas
industry standards? If not, how should ti@griechaibé what is the rationale?

Every production supported by the CTF in the
aired in prime time. These already existing policies should continue. No other measures are
required to favour originaksirun, primetime programming.

b) Should this refer only to the first time each new episode of a program airs on the first broadcast
the terms "original" and "first run" be deemed synonymous)?
See the response to (a), above.
¢) Should thisfer to the first time each new episode of a program airs, onlecénsaddhster who co

project (license fee within the project's financial structure), i.e. second or subsequent window or
broadcasters?

See the response to (a), above.
d) Stould this refer to the first time each new episode of a program airs, on a broadcaster who acq
fees to acquire the program (license fee outside of the project's financial structure)?

See the response to (a), above.

e) Should this refer to Maadgunday 7 p.m. through 11 p.m. for all program genres?

The current definition of oOprime timed, inclu
programming, should be maintained.
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) Shoul d exceptions be madesintewiewing lbebagiouafonthis i n
demographic is vastly different from those of adults?

The current definition of oOoprime timed, inclu
programming, should be maintained.

gl n situati ons arldaivered via a singlel feed Fomin Ordariccandyn a | s
p.m-8 p.m. in B.C.) as compared to a broadcaster with an-daktged arestenefeed, should
prime time be defined by the location of the originating sighalewirni@ location o

The definition should be based on the location of the originating signal. This approach mirrors that
used by the Canadian Broadcast Standabaskd Coun
on the location of the originating signal.

h) In order to meet the new criteria of supportinguorigingtaiinstin prime time, should the current
measure of audience success be modified? W
option? What type of weightibgevouddt t r i but ed t o o6original 6 t e
telecasts? What type of weighting would be

Bonuses or modi fied aepnotirdquichce successod criteri
i) I f o0or i geretarécéive aneatid@ianal bonus in e calculation of total hours tuned towar
audience success factor, would this provide sufficient incentive for broadcasters to provide this

information to BBM Canada every week? How wouldrttie wdafiedtby a third party for
accuracy?

The incremental effort required on the part of broadcasters, BBM, the CTF and third parties to
identify o0originalé telecasts would be consid
and the costwould be prohibitive.
p I1'f, in the future, VOD services contribute
See the response to (a), above.
Kk Woul d a certain opremier peallordecs dowhloagetl i gi bi
during that window would be considered o0or

See the response to (a), above.

) Would an extended owindowd be fair treat me

See the response to (a), above.
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Briefing Note 13: EnglishLanguage Regional Production

ayls there a need to review and modify the def
consistency across CTF programs?

The definitions used by the CTF for its production and development initiatesesaqgpropriate.
b) Should Vancouver be considered to be a region or should BC production outside of Vancouver be
regional?
The CMF should continue to consider Vancouver a region for the broadcaster performance
envelope (production) stream.
c) Dos the regional factor weight of 20% require review? Should the factor weight remain the sam
be adjusted upwards or downwards?
There should be no changes to the factor weightings #2 2010
d) Should there be a condition establishedddastels dirgible for the regional credit are required to
spend these funds on future regional productions?
No.
e) Is the regional factor within the BPEs the most effective vehicle for encouragimgloagional productiot
term?

In the longer ternt would be useful for the CMF to review the set of measures it has introduced to
encourage regional production, incluthegegional factor in BPE calculations and the regional
production incentive (P1). The CAB suggests that this issue be addtessed i nCMF 6 s i ndust
consultations next year.

f) Is the PI the most effective vehicle for encouraging regional production in the long term?

As the CTF observes in its briefing note on regional production, the Pl is relatively new and its
impact on regionakr@duction cannot yet be determined. The CAB considers that the PI should
continue for the coming year, whereupon it could be assessed and the CMF could seek industry
feedback.

g) For the CMF convergent stream, should both comportelggisitangrdjgttbe regional in
order to qualify as a regional project?

No.

A-11



communications

Appendix B

A Study of Private Brodebcaster
AHI tting the Right NotesboO

Canadian Association of Broadcagers Maria De Rosaand Marilyn Burgess
~ Communications MDR

7004 5 OO. Connor St . 503 Victoria Ave

Ottawa, Ontario Westmount, Quebec

K1P 1A4 H3Y 2R3

December 5, 2008



communications

A. EXECUTIVE SUM MARY ettt e e s e s s e e e e en B-1
B. INTRODUCTION oottt e ettt et et r e e e e e e e e eaeaaens B-3
C. APPROACH AND METH ODOLOGY ..ottt e e B-4
D. NEW MEDIA BROADCA STING: THE CONTEXT .ot B-5
1. THE EXPLOSION INPOPULARITY OF ONLINE VIDEO ..euuiitiitiitettiettiietieemttestesstssssessnssnssanssnssnsssnsesnsssneeens B-5
2.ITUNEST THE SINGLE MOST IMPGRTANT AGGREGATOR OFRETAIL CONTENT ... cttutiiettieerineeetneeeemntneeesnessnneesenns B-6

3.MOBILE VIEWING B-6

E. INTERVIEW FINDING S: IN SEARCH OF THE TIP PING POINT ...ccoevviinieennn, B-8
L OVERVIEW oottt it ie ettt et e e e et e ettt e ettt ettt e e et a——eeeeta ettt et etaaetetaeetnn——.teteerttaeerrteteaeaaanrrnaeerrneed B-8
2. PLATFORM REMODELS......uuiiituiiitiietiie e tiees e e e e e et e e e ta e e ata e semmtan e e ta e eatn e etanestnaaaneessneesnneeetnsesensesesnnnsserenn B-8
3. MAKING RICH CONTENTRICHER. ... ctttieiiiieeit et ieeee e e e e et e e s te e e et e e s ammaa e e et e e et e e ean e e ann s ennnetnaeanneesnneantnns B-9
| ]l =YX =Y 0 N = N B-12
5. PUSHING THE INFORMATION ... .etetuuuneeeertuneessssunmsssassesssssaneessssansessesessessanseesestanseesessanimsssssesssssnseeseessnneesees B-13
6. NEW FORMS OFCOMMUNITY .uuitiuiitieeett ettt eeiemmtaeeetaessteestaesstnaaeaeesansetnaessteeesnsessrnneessnseesrnsersnneessnns B-15
7.LIVE STREAMING B-17
8.1SSUES ANDCHALLENGEST THE VALUE CONUNDRUM. ... .ctuuiittieeetteeetiseermteaeesneeennaessnnaessniaaeesannessnneessnnns B-17
[ oT =T 0 ] o T TS 1 B-17
Monitoring bandwidth and production COSLS..............uuuuiiiiiicceiie e eeer e B-18
Assessing risk in the mobile SPACE. ... e B-19
A Dalancing act fOr VAIUE............coiiiiiiiii e e e B-19
REVENUEBNOUEIS. ... ettt e e e e e e e e e e e e e seeee s eet e e e s eeaa e eeeeaaes B-20
. CONCLUSION Lo e e r e e e e e e e e e e e s e e ea e e eaaas B-22

ANNEX 1: BROADCASTERS INTERVIEWED ......coooiiiiiiiiiieeee e B-23



communications

At more than any other time, Canadians are dictating the terms by which content will be
accessed. The range of offerings Canadians enjoy on intenet-enabled platforms is the result
of concerted effort by Canadian broadcasters to assure Canadians have the content they seek
at the time and place of their choosing. However, private Canadian broadcasters face
enormous challenges as they navigate the digital space. On the one hand, the opportunities to
extend their brands are limitless; on the other, this must be balanced by gaining access to
content that may appeal to an audienceand the costs assocated with making it available on
alternate platforms.

This study seeks to provide a qualitative assessment of the nature and extent of activities
being undertaken on alternative platforms by a select number of Canadian private

broadcasters and to highlight some of the innovative and diverse applications being deployed

online and via mobile networks.

By conducting interviews with senior executives of a select number of private Canadian
broadcasters, including conventional, pay, and specidty television, and radio broadcasters
operating in French, English, and Aboriginal languages, in both large and small markets, our
intention was to provide insight into the experiences of some broadcasters as they adapt to
the new media environment. Each broadcaster sets out a unique mix of applications, and
situates the opportunity to provide a udiences the content they want at the time and place of
their choosing as at the heart of their offer. The various strategies employed by the
broadcasters we inteniewed can be grouped as follows below.

Strateqgies

1) Platform Remodels: A number of broadcasters havealready made, or have plans to make,
significant investments in redesigning their online platforms to provide an enhanced user
experience for on-demand audio-visual streaming, and to provide opportunities for user
engagement and loyalty in a trusted environment.

2) Make Rich Content Richer: Offering audio-visual content online is not simply a
matter of posting traditional broadcast offerings (and even this can be a complex legal
undertaking). The issues for broadcasters revolve around the kind of user experience their
branded platforms can offer as they seek to extend their brands and build loyalty online.

Broadcasters seek to blend rich content with user interaction, making it richer by wrapping

new content around streaming video to create
Ancillary content is a different i at or for broadband delivery,
and provides a compelling reasm to visit broadcaster websites.

3) Theme Based Content Due to rights considerations some broadcasters have developed
unique websites that aggregate specialised content, exploiting the search functions of the
Weband 39 party aggr egat otratdniche lamlientces used to searchiagt for
their content online.

4) Pushing the Information : A number of private broadcasters have moved quickly into the
mobile space, providing Canadians with opportunities to access information -based content
such as news weather and sports, through proprietary applic ations.
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In addition to information -based mobile broadcasting services, one broadcaster is now
offering Canadians primetime drama conceived for mobile platforms.

5) New forms of Community: Creating opportuniti es for participatory media has been a
successful strategy for some broadcasters with a younger audience demographic. Mixing
professional and semi-professional content, providing opportunities for audiences to

contribute creative content and engage with ead other, and extending their broadcast
offerings to social networking sites, are earning them credibility with their web -savvy
audiences.

News and local content offerings also feature prominently in community building strategies.
Citizen journalists and bloggers are engaging in the telling of their own stories, thereby
participating in the creation of compelling news narratives online and deepening their
experience of news content. Regional broadcasters are extending their local offerings online,
providing their audiences with opportunities to stay connected to their communities.

7. Live Streaming: The radio broadcasters we interviewed provide live streams of their
radio broadcasts, while television broadcasters have experimented with live video streaming
or offer subscription -basedbroadband simulcast services for some specialty services.

Issues and Challenges

Licensing issues As owners clarify their rights agreements, broadcasters are gradually
acquiring online licenses for their prime time programming. However, online rights to some
shows continue to be unavailable or limited. Rights clearances are more easily obtained for
more recently produced shows, though new challenges exist in terms of negotiating rights
clearance for third party distrib ution.

Canadian broadcasters are watching as the business model for 8 party aggregated content
emerges. As American rights holders are already in the space with their content, the question
for Canadian broadcasters is when and how they may exploit separate Canadianicensing
rights on platforms such as Hulu and Kangaroo.

One of the most significant challenges faced by sports broadcasters is the rising cost of online
rights to sports content. While league rights to major sports franchises are still affordable,
costsfor online rights are fast becoming prohibitive.

Production and distribution costs : Adapting broadcast content to the online environment is

a complex process that involves numerous considerations that drive costs. In addition,
growth is costly. Success onine translates to increases in streaming costs. In the end, the
broadcaster must balance the desire to do more, with the potential to earn more revenues.
The Internet and mobile platforms present a huge opportunity to co nnect with audiences,
providing an indirect value. However, bandwidth costs are high, while online advertising

revenues are Imited.

Revenue models Business models are stillimmat ure and revenues donét ne
new media broadcasting expenditures. Broadcasters therefore continue to experiment with

ways to monetize their online and mobile offerings and work with evolving advertising

models. Banner and pre-roll ads, sponsorships and advertising-as-content are some of the

strategies being used to support content development and distribution and build return on

investment.
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Atlantic Records announced this month that it had reached a milestone that no other record
label had hit. For the first time in the history of the music industry in the US, its dig ital sales

surpassed CD 6 s , with more than half of its earnings
downloads on iTunes and ring tones for cellphones. The Chairman of Atlantic Records in
commenting on his company making the transition to a digit a | business observed:

you have to be like Leonard Bernstein making sure everyone is hitting the right notes at just
the right millise cond. The tipping point, if you will, is when everything converges and your
timing with everythingisimpecc a% 1l e. 0

While this statement was made in the context of the changes impacting on the music sector,
nevertheless it epitomizes both the exciting and challenging state of new media broadcasting.

Private Canadian broadcasters are exploiting the online environment creatively as they
navigate a changng market and its challenges. The range of offerings Canadians enjoy on
internet -enabled platforms is the result of concerted effort by them to assure Canadians have
the content they seek at the time and place of their choosing. At more than any other time,

Canadians are dictating the terms by which content will be accessed.

This study seeks to provide a qualitative assessment of the nature and extent of activities
being undertaken on alternative platforms by a select number of Canadian private

broadcasters and to highlight some of the innovative and diverse applications being deployed

online and via mobile networks. It is a snapshot in time. As such, the anecdotal information

conveys the dynamic and fluid nature of the digital environment.

This study also brings into focus the enormous challenges Canadian private commercial
broadcasters face on a going forward basis in launching new ventures in terms of business
models, ancillary rights, and costs. Canadian broadcasters are embracing these challenges in
a manner that allows for rational development of growth in light of uncertainty in the market
success of products and applications.

9Tim Arango, A Di gi t al Sal es Su rNewYosk TiGd3,sNovaerhber2%, 2088t i c 0,
B-3



communications

The goal of this study was to acquire an appreciation of the new media broadcasting activites
being undertaken by a select number of Canadian private broadcasters on alternate
platforms10 including third party aggregators. This study is not meant to provide an
exhaustive accounting of the quantity of content that these broadcasters are offering online.
Rather we have gproached the question by considering how private broadcasters are
responding to the market realities of the digital space, with a view to providing insights into
the business opportunities as they see them and also what obsicles dand in their way.

Our approach included conducting interviews with senior executives of a select number of

private Canadian broadcasters, including conventional, pay, and specialty television, and

radio broadcasters operating in French, English, and Aboriginal languages, in both large and
smal | mar ket s. These interviews allowed

business strategies, ventures, and future plans in the online environment as well as the issues
and challenges faced along the way.

The broadcasters interviewed represented CTVglobemedia(CTVgm), Canwest Broadcasting,
Astral Media, the Aboriginal Peoples Television Network, Score Media, Pelmorex, Channel
Zero, Corus Radio (Splice Interactive), and Radio Nord Communications (RNC Media). (The
list of broadcasters interviewed is attached in Annex 1.)

In preparation for the interviews, we reviewed the websites of each of the broadcasters in
order to acquire an understanding of their offerings . Our review focused on the key attributes
that are commonplace in online broadcasting, such as the type and quantity of content
available online and on mobile platforms, the richness of the user experience and
opportunity for engagement and the nature of the advertising supporting the delivery of the
content.

A brief literature review was also conducted to provide a context for the study that describes
the volatile and evolving competitive environment generally facing Canadian broadcasters.

The results of this study are not meant to be representative ofall the new media activities of
private Canadian broadcasters, but are rather meant to provide insight into the experiences
of some broadcasters as they adapt to the new media environment.

10 Alternate platforms are defined as either a broadcaster broadband Internet website; a 3rd party aggregator (such
as a retailer like iTunes, or an online content aggregator like Joost or MoboVivo); or a mobile device connected to a
Canadian wireless network. Audio and video content in the survey below refers to content that is not advertising or
promotional or a public service announcement.
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This section presents key highlights of the most relevant trends affecting Canadian
broadcasters in the evolving digital media environment.

1. The Explosion in Popularity of Online Video

Consumers around the world have grown accustomed to viewing video over the Internet and
have come to expect a viewing experience that they control. While this has not replaced
traditional broadcasting, the trend towards on -demand consumption is clear as the explosion
in popularity of online video continues to grow. US broadband | nternet Service Providers
expect to deliver more than 300,000 Terabytes of data transferred over broadband networks

by 2012-over 25 times ttthe ygure in 2006.

Demand for on-demand video has been fuelled by significant worldwide trends. The
broadband Internet has now reached most corners of the world. According to Screen Digest,
fiConsumer broadband connections in North America, Mexico and Western Europe reached
155m by yearend 2007. 46 per cent of homes in Western Europe were connected, trailing the
US with 58 per cent. By 2012, these are setto climb to 68 per cent and 77 per cent
respect i v é2lInyCamada, penetration has now reached 70% and is expected to continue to
grow steadily. 13

As reported in Tech Media Reports, the 2007 Canada Online! survey found that
downloading and streaming of online content by Canadianshas increased dramatically since
2004. fibownloading and listening to online music is by far the most popular entertainment
activityé Topping the list are downloading and listening to music online, visiting television
websites, playing games, downloading or watching videos and listening to the radio, followed
by other popular entertainment -related activities.o"

Numerous players have moved into this environment, seeking to exploit the potential

opportunities that now exist. In the U S and Canada, traditional broadcasters have adopted
online strategies to extend their offerings to advertisers and audiences. Third party

aggregators have also emerged in recent years, ség to aggregate audiences to advertisers
around user-generated cortent, or content bundled by established and emerging
broadcasters and distributors.

YouTube very rapidly established itself as the premier aggregator of audiences to streamed
video. Originally a social-networking site dedicated to user-generated content, YouTube has
enriched its site with branded channels providing well known professionally produced
content. Broadcasters and other content producers, including Canadian producers, now
distri bute their content on YouTube.

With over 5 billion streams in September 2008, YouTube is far ahead of other aggregators in
user popularity. Immediately behind it, Yahoo! delivered less than 300 million streams in the

James Garlick, AWi Il the I nternet BScreenbigest|lO8dberBE®® nomi cs Assess
121bid .
13 Canada Online! 2007, Charles Zamaria and Fred Fletcher, published in 2008 by the Canadian Internet Project
“Brian Adeba, fADespite popularity, t hTechMadia®keparts tSeptdntbersn' t tr ump
24,2008
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same month. Interestingly, the American 3™ party aggregator, Hulu 7 both an online

destination and a distri bution network, ranks behind the American broadcaster Fox, but

ahead of CNN and MTV in number of video streams delivered in September.1> Note that

content on some of these services is gedlocked so as to prevent Canadians and other
foreign-based users from accessing it.

Other 3 party aggregators also seek to establish themselves with audiences: the Dutch

online broadcaster Joost, and the American aggregator, Veoh, are among the most well

known. In Canada, GlassboxTV, owner of BiteTV, has built a busiress around making use of

new technologies to engage audiences by delivering its chanels and content across the globe

in innovative ways. Bite TV makes its content available on Broadcasting Distribution

Undertaki ngs 6 ( B-brdJdemand (d@D) offerings;onBi t e6s o won wedrsad &6 s
three main wireless carriers; on Joost; and on YouTube.

The rise of these online services is giving rise to experiments in innovative advertising
strategies based on aggregated and disaggregated viral networks of viewers.

2. iTunes1 the single most important aggregator of retail content

iTunes has emerged as perhaps the single most important aggregator of retail media content,
successfully driving its business by aggregating buyers around its combination of devicesi

the iTunes Store coupled with the Apple TV settop box. According to a recent study, in the
US alone, Apple iTunes generated 7 million download-to-own (DTO) movie sales in 15
months ending January 2008 and captured a 75% market share of all online movie
transactions in US in 2007.16 It captured 85% of the 2008 annual market share in the UK

after being operational only 6 months. American studios now have agreements to release
their films for iTunes rental and then download -to-own day-and-date with DVD. Overall,

iTunes is now seling over 50,000 movies each day in North America, the UK, Australia and

New Zealand. Unfortunately, limited content is available in Canada compared to what U.S.
consumers can download.

Other digital retailers with similar business models i ncl ude Mi crosoftés Xbox
allows users to buy games and movies; Sony PSP, which sells content from Canal+ and Sky;

the Cezzer sett op b o x, which sells content from TF1 Visi
allows users to buy amazon.com contentl’

In Canada, MovoVivo is a retailer of a la carte content T mostly short form i primarily for
download to portable devices, via computer.

3. Mobile Viewing

At 62% penetration, mobile subscriber numbers in Canada appear to be catching up to
broadband penetration, currently at 70%.18 According to a recent national survey of

15Neilsen Online. VideoCensus. Note: includes progressive downloads and excludes video advdising.
16 Selling online video, theri s e o fa dédvéa | eucedBanokeen,Ssreen DigesFuture of Online Media Seminar,
June 2008

7Sel ling online vi-dédd ¢ b aenkKeds,eSsreeti DigesfFatureuobOnline Media Seminar,

June 2008
18 fiCanada's Mobile Penetration RateRi s e s t dCellGldr Nebv8s Séptember 9, 2008
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Canadian online habits, 32% of Canadians are using wireless devices to go online, almost
doubling their time spent online from 1.6 hours per weekin 2004 to 2.6 hours per week in
2007.

Walled garden subscription-basedt el evi si on services offered by Can
losing traction to mobile Internet access of video content. According to a number of reports,

consumers are increasingly | ooki ngdeliees. Fulyd®t ent oO6of f
of Canadians are accessing the Internet through their cell phones?®

What these trends point to is the multiplication of touch points with the consumer and of
potential revenue streams in the online environment. Aud iences expect broadcaters to find
them when and where they are, and to provide content however they wish to access it.

19Canada Online! 2007, Charles Zamaria and Fred Fletcher, published in 2008 by the Canadian Internet Project.
The survey of Canadians®d I nternet habitsrvegin20@ar es data obt ai ne
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1. Overview

Canadian broadcasters faceenormous challenges as they navigate the digitalspace. On he
one hand, the opportunities to extend their brands are limitless; on the other, this must be
balanced by gaining access to content that may appeal to an audience and the costs
assodated with making it available on alternate platforms. Ultimately, it is the audience that
dictates the terms by which it wants to receive content. There are tradeoffs and challenges.

Generally, each of the broadcasterods strategies Vze
it provides. Each of the broadcasters we interviewed acknowl edged the necessi
envir onment to use online and mobile applications t

with the broadcast brand in order to maintain or increase their audiences. Each broadcaster
sets out a unique mix of applications, and situates the opportunity to provide audiences the
content they want at the time and place of their choosing as at the heart of their offer.

More importantly, it is in the context of online social norms, and consumer preferencesthat
new businessmodels are emerging Not surprisingly, these models remain unclear.

With the social networking phenomenon, and its ability to e xpand market reach, Canadian
broadcasters are searching for innovative ways to optimize revenue. Marketers and
advertisers are also exploring new ways to tap into this market.

As online video services successfully aggregate audiences to content online, the value of
Internet rights is rising. New distribution technologies demand content providers make their
content available in multiple formats. Compensation for multi -platform di stribution involves
complex market-driven negotiations between content providers and content distributors,
with both sides seeking to maximize their return on investment. The emergence of viable
business models continues to be tempered by rights clearance and other rising costs of
Internet rights for some co ntent.

2. Platform Remodels

Broadcasters appreciate the creative and business potential of Web 2.0 pplications. They
have been learning from their online experiences and fundamentally understand that the
new platforms provide opportunities for creative expression and user engagement unlike
traditional television and radio. In the past year, CTVgm and RNC Media have invested
significantly in redesign ing their respective online platforms ( ctv.ca and planeteradio.ca to
provide an enhanced user &perience for on-demand audio-visual streaming and a unified
look and feel to support each of their brands.

CTVgm has invested in a significant reengineering d its online platform, optimizing it for
video viewing, in a bid to serve up and monetize its audio-visual offerings. Approaching the
development of its alternate platform with a view to rational growth, the broadcaster believes
this investment will pay off with audiences.
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RNC Media has made significant investments in the past 18 months in its own platform
development infrastructure. This will allow it to execute its future plans more eff iciently and
cost effectively, and provide its regional audience with a sophisticated platform equal in
quality to those of larger networks. The objective is to roll out enriched content on new
platforms, to stay connected to audiences and create a community of listeners with shared
interests.

Rolling out the first phase of RNC Medi abs alternate pl atform

broadcaster launched planeteradio.ca earlier this fall, uniting seven music radio stations
under a single brand - Planéte. The seven stations, each withits own call letters, share the
same aline platf orm developed by RNC Media, providing a common look and feel to the
stations with the web audience. To build audiences to its online offering, the broadcaster
successfully launched its new Web portal with a contest that was cross promoted with its on-
air stations.

Canwest is also making significant investments in its online offerings, rewarding online u sers
with a rich user experience, through program portals that offer full episodes and behind -the-
scenes footage, such as that available through thei K i n i ofeatare on its portal for the
Canadian program,6 d a ki n k .iCra nmye ®derdlyslaumched portal for The Young
and the Restless which features full episodic video on demand and a fresh new design, gives
a taste of where Global is going as it rols out new content portals for its pr ograms.

The broadcasterds onl
TV is to get its content to where the
audiences are, building around its brand to
create a trusted environment (globaltv.com)
where viewers can engage with it. At the
core of the strategy is a belief that strong
online video content is a driving factor for
why audiences visit the website.

For its part, Astral is preparing for the
redesign of its Family Channel website
(family.ca) by conducting research on how
children use its online content offerings.

The broadcaster is investing in developing a
deeper understanding of how children and
young people consume its content: through

which screens, and during which kinds rstand act i

this audience and its habits and assure that online offerings are in sync with possble uses.

3. Making Rich Content Richer

The two most common ways that Canadian broadcasters make content available over
broadband are video portals, providing access to a mmber of shows, and individual program
portals. Offering audio-visual content online is not simply a matter of posting traditional
broadcast offerings (and even this can be a complex legal undertaking). The issues for
broadcasters revolve around the kind o user experience their branded platforms can offer to
assure loyalty among viewers. Ancillary content often includes behind-the-scenes
information, bl ooper iseédlk shortstored thad ang dorie svith the r
same actors and either exend the storyline or explore different directions. This type of
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content is a different i at or for broadband delivery, is a oOv
provides a compdling reason to visit broadcaster websites.

CTVgm has taken a very active approach tanoving audiences across platforms, extending its

brand by building unique opportunities for viewer engagement and feedback. The strategy is

to blend rich content with user i nteraction, making it richer. Wrapping new content around

streaming video createsa uni que destination for a showos au
responsible growth that will lead to return on investment, CTVgm takes a caseby-case

approach to the development of enriched content for alternate platforms. In the hope that

unique content will b e more easily monetized, CTVgm has focused its efforts on enriching its

most popular brands, taking as much content as is commercially reasmable and making it

available on demand.

Its strategy has been to lead with its hit Canadian programs: Degrassi TNG, Flashpoint and
So You Think You Can Dance Canada.There is a better chance of finding a critical mass of
S— viewers online with
successful broalcast
properties. For example,
Degrassi TNG, a hit with
younger viewers, has a very
large and loyal online

50 YOU THINK YOU CAN

Nl cloveriear M
S ENERGY ZONE

TO CHECK
OUT ALL THE

plust Riioi il
g

MOMENTS, TUNE
IN FOLLOWING
EACH EPISODE Canaoa

CLICK HERE FOR EXCLUSIVE ONLINE VIDEO!

community. There is also an
advantage to working with Canadian
programming, in that the broadcaster
has a more immediate relationship to
the development of the content.

CTV has invested signifcantly in the

online portal to So You Think You

Can Dance Canada, a success on TV

and online. The show, a dance

contest, is built around engaging

viewers to participate by voting for the dancer of their choice. The online portal extends the

user experience through on-demand episodes, clips, bios, program recaps, news, phtos,

music, blogs, a community page |gapedquazs es)sort ment o

The recent hit Flashpoint provides another opportunity for users to e ngage more deeply with

the show at ctv.ca. The s howsbdes, dips|photog cagtbiost al i s r i
music and program news. The reality based showCCanadads Ne x twhichwipbeModel ,
returning for its third season, is now fully integrated with the web and prospective

competitors can apply online for a spot on the show.

At Canwest, the aim is to exhibit online all major shows acquired or commissioned by the
broadcaster wrapped in rich for -the-Web content on its program portals. While there is an
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