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PAUL HENRY RIOMFALVY, Chairman, New South Wales Film Corporation,

’

sworn and examined: and

DANIEL PATRICK COLLINS, Markefing and Sales Executive, New South

Wales Film Corporation,
_ sworn and examined; and

T
JENNIF QARGARET WOODS, General Manager, MNew South Wales Filr Corporation,
, sworr and

examined; and

JAMES YOUNG HENDERSON, Accountant, New South Wales Film Corporation,
, sworn and examined; and

LYNDON JAMES SAYER-JONES, Solicitor, New South Wales Film Corporation,
, affirmed and examined:

CHAIRMAN: Did you receive a summons issued under my hané to
attend before this Committee?--A. (ALL WITNESSES) Yes.

Q. The Committee received a submission from the Corporation. I

am wondering if you wish to elaborate on any of the earlier corresponden
you forwarded through or would you prefer us to elicit information
throughout the inquiry?--A. (Mr. Riomfalvy) With your permission,
Mr. Chairman, I would just like to make a short statement, if I may.
I was very disturbed this morning to read an alleged statement from
the Committee in the Sydney Morning Herald which stated arongst
other things, that the Corporation - and the headline was that

the Corporation is in debt. This is true but the Corporation is in
debt to the Treasury Corporation as a consequence of Government
policy because instead of Commonwealth allocation we received loans
for years and years; therefore, obviously we are in debt to the
Treasury Corporation. There are no other debts. The Corporation
has no other debts as of today except what we owe the Corporation.

I also read that it was suggested that the Auditor-General
had continuing problems with the Corporation. That is incorrect.
Every year we had the Red Line Report. The Auditor-General said
that the Corporation was run during the year to his satisfaction.
The Red Line Report for the past year is due to come out next week.
As a matter of fact, perhaps I should report here that the representative
of the Auditor-General is present. It is true there is & new arrangement
for the Corporation from 1 July and that was the consequence of many
many years of representation which I made to Norman Oakes first, then
to Percy Allen and before Normal Oakes resigned, and now he got this
new job, he has adjusted this matter.

I also would like to comment on the overseas promotional
activities. Well, it is true 1'was around $8009m§erhaps even more
but I have add to this that that was in the budget that was approved
by Parliament, so we have not overstepped our authority. As a matter
of fact, we were $800,000 less in our actual expenses then the budget
was last year. I also would like to add that apart from the $80,000
less, in consequence of our overseas activities as of 17 March,
we have nearly US$700,000 in banks in America and to show our support
to the Government, we bank with the StateBank in New York where I think
we have $300,000. The rest is with the Bank of America ard also
when we are talking about the interest which was paid by the Corporation,
it was always paid either to the Treasury Corporation or to the GIO,
so it remained within the Government system.



Mr. Chairman, that was a very damaging statement this morning.
I had a call from Clayton Utz who are our outside lawyers. We
were just about to go out to put out a prospectus for- investment in
our new movie, Emerald City and I just hope that the investment
community will not think that we are like the City Council and the
Government is trying to do any action which is not the case. I
believe that we are one of the best, the most properly run organizations
in New South Wales, as far as a statutory authority is concerned, and
I just would like to repeat that I hope at the end of this hearing
you will find the opportunity to correct some of the statements,
provided, of course, it is correctly reported. Thank you, Mr. Chairman.

CHAIRMAN: Thank you. I would respond and correct one matter. This is
not a Government Committee. This is a Committee of the New South
Wales Parliament and it is an all party committee. It does not

echo Government policy at all but basically we follow the Auditor-
Generals's directions. I would refer you to page 320 of this years
Auditor-General's Report. In the last paragraph it said in part:

Including the effect of an increase of

$210,501 in interest payments, the addition

to accumulated deficiency of $1.79 million

was $645,844 lower than 1984/85. The continued
erosion of the founding capital of the
Corporation has resulted from operations not
generating sufficient return from investment in
films to service borrowings which in turn are
covered by Government guarantee. Negotiations with
the New South Wales Treasury concerning the
Corporation's debt liability and referred to in
my previous report remain unresolved.

Now there were other statements similar to that within the report
and as a consequence of that, the members of the Committee felt that
it was incumbent upon them to bring you to give evidence before

this Committee to see if those matters had been resolved or whether
they are still in abeyance.

I might say those areas that you referred to, the members will
be asking more detailed questions and obviously the response we elicit
from you will determine the content of our report. I think you
should be clear that this Committee has made no decision whatsoever.
All we have done is looked at the Auditor-General's Report and that
report gives us some measure of concern. As a consequence, we have
brought you to a public forum so that you can present a case on
behalf of the Corporation. I might just start the questioning and
in terms of the guestioning, any member or any witness can take it
upon themselves to answer the questions if they feel they have
expertise in that area. I might just ask first of all that the
Chairman may give the Corporation's decision making processes, first
of all in terms of policy formulation, the granting of loans,
investment in films and script development grants. I might reiterate
on tlmt. What I would like you to present to the Committee is the
decision making process that your Corporation involves itself in,
first of all in terms of policy formulation?--A. Well our policy
is that we have not got any because todays policies are tomorrows
disasters in the entertainment business. It is very difficult to lay
down the law on Monday, and read something in Tuesday mornings papers,
or the Variety newspaper which contradicts our policy. Our policy is
we get together every morning, these people you can see around here,
and discuss the events of the previous day, what we are going to do
today. Basically the Corporation's policy, if there is one, is to

make sure that the Australian film industry will continue, despite
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the difficulties caused by taxation laws and some other matters.
In regard to the decisions on script and project development - - -

Q. That is policy formulation. Now what about the granting of loans?
What is the decision making process of the Corporation?--A. Granting
of loans to whom, to producers?

Q. Well, you have loans that you grant to producers, loans to other
film corporations and any other area that you have been involved with
in terms of loans?--A. Right. I would just like to bring that under
the same. The loans and script project development and equity
investments are all decisions of the Board which relate to a particular
project.

Q. In other words, loans are a decision of the Board?--A. Right.
Q. Investment in films, a Board decision?--A. That is right.
Q. Script development grants?--A. Board decision.

Q. That just gives us a bit of an overview. I might ask
Dr. Refshauge who is the member for Marrickville, to continue the
questioning.

DR. REFSHAUGE: When you say you do not have any policy, presumably
you are making decisions every day if you are meeting every day. Who
is involved in actually making those decisions?--A. Well, it depends
on whether it is financial or production. I make the decision and

I see the people present here. I have an open door policy. Anybody
can walk into my office. They all have open doors and we have a
monthly formal Board meeting. I also see the third Board member,
Damien Stapleton from time to time, usually at the weekend.

CHAIRMAN: You see who?--A. Damien Stapleton who is another Board
member.

Q. You might tell us how many there are on the Board?--A. Three.

Q. That is yourself?--A. Jenny and Damien Stapleton. Of course,

you know, sometimes you have to make decisions on the spot which

we always make and I believe with the exception of course that we cannot
be clairvoyants, not every investment you make is successful and as

a matter of fact I just bumped into the former chairman of the Committee
Bob Carr who said to me I should mention to you people that a good
example or a bad example of decision making is that when it was offered
to me, I did not take My Fair Lady, the stage production, because I
thought it was too Jewish. So it means that prolm bly I am not the

best judge of projects but we have, of course, outside readers who

give their opinions and we have our Danny Collins and Bob Lewis in

Los Angeles, how they see the marketing problems connected with the
project. That is about all I can say, Doctor.

DR. REFSHAUGE: Can I ask, is really the decision making process, you
¢et advice from as wide a range, including your internal staff and
then you make the decision. The decision rests with you?--A. EXxcept
on investment projects but the day to day business, yes, I do.

Q. So that is except for the granting of loans, investments and
script development grants? --A. Correct, equity investment, everything
connected with film investment in all stages is discussed and
determined by the Board.
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Q. You say the Board meets once a month?--A. Once a month formally
and there are informal meetings between myself and Stapleton, I put
him in the picture as to what is going on.

CHAIRMAN: Why would you only deal with Stapleton and not with
Ms Woods?--A. Well, I see Jenny every day. She sits next to me.

DR. REFSHAUGE: Where abouts do you have your Board meetings?--A. At
my office. )

Q. At the Corporation?--A. Yes.

Q. Does the Board have any other role as opposed tc just making
decisions on those investments?--A. Well, the Board has a wide

range of conversation about how business is, how business is going to
be. Our main concern at the moment, of course, is the taxation
situation because that could be a deciding factor whether we will
remain, whether the Australian film industry will stay where it is

or improve and as that being the main worry, that is a discussion.

I speak to Stapleton every day on the phone and all these people
present, I am speaking to two or three times a day.

Q. You keep on talking about the Australian film industry, but you

are the New South Wales Film Corporation. Doyou see that as being

your main interest, as the Australian film industry or do you restrict
yourself to New South Wales films?--A. Well, Doctor, we cannot make

New South Wales films. We can only make Australian films. So
obviously the way we look at it is the film industry in general and

of course the majority of film makers are in New South Wales but we
could not possibly lay down the law. For instance, I give you an
example. If de Laurentias really sets up the studio in Queensland,
then he las to use New South Wales and Victorian people. You cannot
say, only Queensland, only Victorian or only New South Wales. Sometimes
we even have to bring back Australian actors from overseas. As a matter
of fact I can proudly say that no film in the last years we made was
any foreign actors employed because we are a very chauvenistic
organization as far as the film industry is concerned. We believe that
the tax payer is paying us to make Australian films with Australians,
unfortunately no longer for Australians because when we started in 1977
the films cost about half a million, $700,000 so we were very happy

if we had a successful run in Australia. Well, that is over unless we
get into the American market which is really the beginning of the end,
we just cannot exist.

Regarding the policy, our policy, just reflecting what the Chairman
said that we want to make Australian films, we are not going into the
parancia as some film makers do; they put the steering wheel from
one side to the other side of the car so that Americans should be
familiar how things are happening. We make Australian films and it
works and it will work in the future. Four of our films won all the
awards in the Australian film industry awards and we attended eight
awards, so we got S0 percent of them. They were successful. Some
were successful overseas and we have to unfortunately take into
consideration that we are not making films only for Australia, let
alone New South Wales.

Q. Why should you exist then as a New South Wales Corporation if
you are looking really at Australian films and we have an Australian
body to do that?--A. Because there is no such thing as New South
Wales films, only Australian films. Our Act provides that we are

o look after the Australian film industry. It does not say
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New South Wales. As a matter of fact, I have not got a copy
of the Act here, but it says that all our powers and functions
we can exercise in New South Wales or elsewhere.

Q. You said that there is a policy to employ only Australian
actors. Is that a policy or is that not a policy?--A. I would

say that is a notional policy really. Let me put it this

way, if the feds go back on their promises on either the film

bank or the present 10BAlegislation and films will not be made

by tax payers money, then we might change our attitude. We also
might change our attitude if there is a genuine reason to employ

a non Australian. Some of the producers which we would not work
with, they put in Americans into Australian films where it has no
significance whatsoever; there is no justification for an .American
to be there. I sincerely hope we will never reach that stage that
we have to do that.

Q. Can I just come back to the definition of policy. YOu say

you have not, as a matter of policy, employed anybody else apart

from Australian actors, but you say you have no policy. Whose

policy is it? 1Is it yours, the Commissions, the Board's decision

or is it a general feeling that is so universal you have not made

a decision?--A, It is very universal in our Corporation that probably
that is a policy, yes. As I said to the Chairman, our policy is to
make Australian films and by Australian films. We understand that
unless we are forced to act otherwise, we should keep it

Australian as much as possible.

MR. SMILES: I wonder if I might ask two brief questions on policy.
First, within the Board, what delegation if any is there in the
making or devolution of policy? Do the other two Board members
delegate to you from time to time or do you delegate to one or other
of the Board members?--A. No, we do not. There is no delegation.
There are financial delegations to a certain extent but not policy
delegation, no. '

Q. And financial delegation, how does that work?--A. (Mr. Sayer-Jones)
There is a delegation recorded in the Board minutes allowing the
Chairman, the General Manager too and I think the Financial Controller
to make decisions up to $25,000 I think is the figure.

(Mr. Henderson) That is right.
(Mr. Riomfalvy) $35,000 and it is not investment.

(Mr. Sayer-Jones) Purchases of photocopying machines and that
sort of thing. It is intended to facilitate reasonable business
day to day activities but the reality is, decisions with respect to
equity investment, loans, script developments are Board decisions.

Q. That particular decision was taken when?--A. I think it is seven
years old. It has not been increased.

(Mr. Henderson) It has not essentially changed for some years.
The names were changed in 1984 to keep everything up to date.

Q. The other thing I would like to ask about policy, both general
and specific with regard to loans and investment in films and script
development, what contact, if any, does the Board have with the
Minister in those areas?--A. (Mr. Riomfalvy) None.
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Q. Given that, what contact, if any, does the Board have with the
Minister anyway?--A. In what way do you mean?

Q. I am asking you, in what way, what contact?--A. If the Minister
asks any question, we answer the question but otherwise I do not see
much - I will, of course, constantly liaise with the Premiers
Department on practically all matters, but not decisions of the
Board. You see, I talk regularly to the Premiers Department,

the Auditor-General and the Treasury on matters of finance but

no on decisions on what films we invest in. That is purely and
solely our responsibility. As a matter of fact, if I am not wrong,
there is a provision in the Act on the Ministerial directions.

(Mr. Sayer-Jones) A decision of the Corporation to actually
produce a film itself would require the Minister's consent.

(Mr. Riomfalvy) That is not what I am referring to. What
I am saying is if the Minister gives a direction to the Corporation,
then he has to table in Parliament what the direction is etc. but
we never had any. As a matter of fact, in the ten or eleven vears
I have been there, I do not think I have ever been approached by
a minister or a member of Parliament to do or not to do anything.

Q. So is your contact, the Board's contact with the Minister
purely through your annual report and financial statements to the
Auditor-General, copies of which go to the Premiers Department?
--A. I talked from time to time to the former Premier and the
present Premier but not on a formal basis.

DR. REFSHAUGE: Are you saying you only need the Minister's approval
to produce a film? The Act actually says the Corporation shall not
undertake the making of a film, not being a short film or a
documentary film except with the prior approval of the Minister.
What do you interpret as the making of the film?--A. What we meant
when we put that - actually I worked on this legislation with the
Parliamentary Draughtsman. What we wanted to prevent, that the
Corporation should start to make films which they like and not to
give an opportunity to the film making community to come to us.

We, of course, invest, so we are partners. We look after the
selling of the films but when it comes to the making, we either

let the producer make it under our strict supervision indeed, or

we act as - how would you call it, Jenny?

(Ms Woods) I would say a co-producer really.

Q. So as a co-producer, you do not see that you are making them?
--A. (Mr. Riomfalvy) No, because somebody comes - we do not initiate
films. The producer comes to us and says we would like to make

this film, so we will say to them, "We will raise the money from the
investment committee." Our producers, unfortunately are $2.00
companies because we do not have the sort of de Laurentias and

MGM Paramount type set up here. What happens, every producer for
every film makes a new proprietary company and that prevents if
something goes wrong with another film, and producers make a new film,
there should be no claims from anybody, from the previous films,

on the credit of the new films.



MR. SMILES: Mr. Sayer-Jones, as the Corporation's legal adviser,
are you happy with that interpretation?--A. (Mr. Sayer-Jones)

The legal structure is that the production company which as

Mr. Riomfalvy said, is a proprietary limited ccmpany, invariably

in our structures that we offer to the public makes the f£ilm. The
Copyright Act would deem that production company, if there was no
other prior arrangement, to own the copyright in the film. It is
the producer, the maker of the film. The way in which offerings

are made to raise money to make the film, however, involves an
arrangement whereby there is a vesting, an assignment of the copyright
upon the completion of the film in the investors that contribute
moneys to the film. The Corporation invariably covers the so called
non deductible items which are the items not eligible for 1O0RA.

This is a system employed throughout Australia, the South Australian
Film Corporation, the Australian Film Commission, all the state

film bodies and other organizations do this to facilitate an
attractive offer to raise moneys. About the legal structure,

Mr. Riomfalvy is correct in saying that the producer makes the

film. Our co-producorial role, if you can call it that, is a
supervisory one which involves us in intensively monitoring

the financial transactions because, as you can imagine, there are
millions of dollars involved. It goes to a trust account in
Canberra. These $2 companies are protected in so much as the whole
financing of the picture plus the guarantee of its completion are
supported by moneys already in the trust account in Canberra which
is actually controlled by the Federal Government. There is never

a problem with respect to the film actually physically being made.
We always insist that an auditor is involved. But our supervisory
role which is like the co-producer's role is in the sense of maintaining
strict financial control in the way the money is expended, the

way the accounts are audited and, of course, the disbursement of any
revenue that is generated from the films, exploitation, so I am
happy with what has been said.

DR. REFSHAUGE: Mr. Riomfalvy, I do not understand the process

of how the decision is made to invest in a film. Could you take
an hypothetical film. What is the process in the beginning,

from your initial involvement, whether it be informal or formal,
to the auspices of the formal process of the Corporation to make

a decision?--A., (Mr. Riomfalvy) I could give you this answer, but
as Jenny is responsible for this, probably it would be better if
she did.

(Ms Woods) Initially anyone could come to us. It could be a
producer, it could be a writer or a director. They need not be
attached. They can be by themselves, or can already be formed into
a group. They would meet with me or with our project co-ordinator,
discuss their project, leave the material, whatever they have there,
the treatment, an outline, sometimes it is still in their heads.

We read it. We have outside readers. We then discuss it between us.
We,then might - - -

Q. Who is us?--A. The project co-ordinator and I. We then would

talk to them about putting in a development budget -- a first

stage development budget. We would discuss if it was a producer,
which writer they would use, whether they knew certain people or "€

‘knew the people they wanted to use, whatever. Sometimes

they already know exactly what they are going to do with it. When

all this formation is assembled, the papers are sent to the Board
prior to the meeting. The Board therefore has all the readerships, all









television thing about seven or eight years ago. From time to

time we have flirted with it to see if we thought the exercise was
going to be worthwhile. The very first one we did was not so we

did not touch anything else for another two or three years. Then

we did the Winners series which after a long period of time has
become successful. Times have changed, as Mr. Riomfalvy was saying
earlier, in terms of the stations and Australian content or drama
content on the stations. So that we have revised that policy anyway.

CHAIRMAN: You should be a bit more precise in your answers because
you told the members in answer to a question that you had a policy
that you did not invest in that industry and now you have told us
you have over the last five to seven years invested on two
occasions. If you are going to answer the questions, please be
precise.

DR. REFSHAUGE: How many times has the Board formally discussed this
Childrens Television Foundation project?--A. This particular one,
twice.

Q. What were those two times?--A. Well the first time when we
said no because we were not investing in television and the second
time we said yes because we now are. .

Q. Those decisions are recorded?--A. Both decisions are recorded,
yes.

Q. Do you know what the date was of either of those?--A. I cannot
tell you the date of either of those because I cannot remember.
There have been at least five meetings in the last two or three
months.

Q. You have not discussed that since then?--A. There is nothing
to discuss since.

(Mr. Riomfalvy) Mr. Chairman, may I ask through you, the
doctor a question?

CHAIRMAN: Yes?--A. It appears to me, Doctor, that something

bothers you about this. Why do you not ask us what is the problem and
then we will answer because you are asking questions which it is hard

to understand but if you feel there is some problem with this, please

ask and we will answer.

DR. REFSHAUGE: I think it really comes down to the decision making
process of the Board and I am trying to understand how you work and
how your decisions get made. This is a particularly recent example
and as you say, there has been Board decision changes, significant change
as far as the industry would be concerned. I want to work out how
that has happened and at what stage it is happening, who is involved
and when those decisions are made and when those announcements are
made?--A.We discussed this in the past six months that probably

we should look into television but the childrens television is
entirely different. That is a sort of commitment one has got to make.
we do not believe in making films just for the sake of making films
but when we went into Winners we felt that all governments were
supporting it. Actually, our Government was I think instrumental

in starting it so we went into that particular project and then

when we realised that Winners could be a success and that was an
interesting project specially with writers like David Williamson,

we felt we should go into it. I honestly do not remember any
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details. I can assure you that the decision making process
was normal.

Q. It is just that you are assuring us but I only have your
assurance of a memory that it happened within the last few

months. I want to be a bit more specific about when it happened,
what day, who was present, what was the actual decision made, when
was the decision changed, what was the new decision?--aA. I will
give you a ring and I will let you know. I will have to look

at it.

CHAIRMAN: You cannot give an individual member a ring. Any
evidence you give to the Committee you give on ocath or you
give it as a written statement?--A. I will write to you,

Mr. Chairman on the details of that. I really do not remember.
I know we went into it. I cannot remember the circumstances.

DR. REFSHAUGE: But you are sure the Board made the decision before
you publicly announced it?--A. No, I do not think so.

Q. So you are saying you publicly announced you would do it
before you had the Board's decision?--A. Yes, I suppose so. I
cannot remember but it could easily happen. I do that from time
to time when I feel an announcement should be made. I went back
to the Board. I said, "Well let us invest in that" and they

had written a formal letter to Jenny and that is where we started.

Q. Whydid you effectively ignore the Board then?--A. I did
not ignore the Board. I think it was a good opportunity to have
a bit of publicity.

MR. SMILES: Did the Board delegate that right to you formally?
--A. No.

Q. 1Informally?--A. No, it did not.

Q. Perhaps you could help me. What is the use of the Board?

--A. Mr. Smiles, I think you are making it a bit difficult. The
Board has obviously an important role. If I make a decision

which I feel is good for the Corporation, I went back to the Board,
discussed it with them and I think we passed a resolution. We

did not hand out any money before there was a Board resolution.

Q. I accept that you have not handed out any money, but by your
public statement you have committed to the Board a decision that they
have not been a party to. Is that an appropriate way to run

your Board?--A. I believe so in this case; I do.

Q. Does your attitude to the Board stem from the manner in
which the Corporation was founded as an informal liaison within
one week between the previous Premier and one of his staff and
yourself?--A. I do not quite understand the question.

Q. I will repeat it. Does your attitude to the Board, particularly
as revealed in the last five minutes, stem from the way in which

the Corporation was founded which was fundamentally a decision

taken in one week between the previous Premier of New South Wales,
one member of his staff, namely Mr. Dale, and yourself?--A., No,

it is not the case. I tell you how the Corporation started. I
happened to be in Melbourne. I had a phone call from Brian Dale and
he asked if I would be interested to be the chairman of an interim
film commission. I said I would be, who are the other members?
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He told me Damien Stapleton and Mike Thornhill. Then it was

an interim film commission set up and it took us six or seven
months to make a report to the Government and that report was
considered and supported by your party, Mr. Smiles. Mr. Mason,
I think, was the Leader of the Opposition then, who very strongly
supported the Corporation. He believed that our Act which we
presented to the Government was appropriate and it took six or
sever™@M 8% August we started. In about September we had

our first meeting. We presented our report - I cannot remember
but it was enacted on 1 July. I do not quite understand your
question on the one week period.

Q. I asked that question because it is a commonly accepted
folklore, one might say, within the Australian film industry, that
that is how the Corporation came into existance, notwithstanding
the formalities that had to be complied with thereafter?--A. I
disagree with you, or not with you, sorry, but with the folklore.

DR. REFSHAUGE: Are you saying you are getting involved with
producing a film of the play Emerald City which is going to be

a joint venture with the Australian Film Commission?--A. No, they
are investors.

Q. When was that decision made to enter into that?--A. This
year.

(Ms Woods) We could have all these dates if we had knowledge
that you wanted them.

Q. We did actually ask for the minutes which would help us to
have all of those dates?--A. (Mr. Sayer-Jones) We made a submission
that we did not feel that they should be submitted and the Committee
did not come back to us.

(Mr. Riomfalvy) The Emerald City decision was made at the
Board meeting.

CHAIRMAN: It would circumvent a lot of our questions because it
is normal that we get as much detail from an organization as
possible and obviously we do not have to then elicit certain
information in the public forum. I know there are a number of other
matters which the Committee might like to exercise its mind on
that the minutes could overcome that difficulty. It is up to

you to decide?--A. The Corporation wishes to cooperate with the
Committee. It is just that as submitted you you, Mr. Chairman,

it was felt that the submission of minutes was not a proper
document to submit to the Committee because it was not a financial
account. As I say, that was put to you on Monday last.

Q. Well that was your prerogative but to elicit this information
a lot of it does deal with financial matters as you have indicated
in your earlier questioning. Do you want us to continue the
verbal questioning in that or we will adjourn those areas.

MR. SMILES: We would have to remind you that the request was made
by the Public Accounts Committee in a letter to you dated

16 March and your response dated 20 March included this third
paragraph:

The copy of minutes requested from 1 January, 1986 to
26 February, 1987 are not enclosed. The Board minutes

l6.
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CHAIRMAN: One copy.

MR. SMILES: The problem we have here, of course, is what is

the nature of private? If it is from a senior member of the
Public Service or from a Government Minister to you in your
position on the Corporation one could argue that that is not
private. If it is from a personal friend who is not a servant
of the State, then of course one could argue that it is private,
so I thank you for your offer.

MR. FISHER: Mr. Riomfalvy, your 10th annual report reads that
the main objective of the Corporation is to help foster the
development of the Australian film industry as a source of
motion pictures of high quality and commercial appeal?--A. What
page is this?

Q. On page 3. It would seem to me with few exceptions,
Corporation films have not yet had commercial appeal. Why do
you think that this is and what are the ingredients required to
give commercial appeal?--A. Mr. Fisher it is very difficult.

As we said before, the industry we are in is not a sort of
industry you are really sure what you are doing. I can assure
you and I assure the Committee that it is our intention and

was always our ilntention and will be to try to invest in successful
movies. Whether they are or not, of course, the public decides
finally but I do not gquite understand. You are saying we are
not investing in successful films?

Q. No, I am saying that the object of the Corporation is to
produce and assist - - =?--A. Motion pictures of high quality and
commercial appeal.

Q. You have said in answer to Mr. Smiles a moment ago that you
felt the Corporation was very successful. In the document which
you provided to the Committee on 2 March, you list the number of
films in which you have invested and of 10.148 million invested,

the net returns amount to 2.8 million. On that basis I am just
wondering whether your statement as very successful, how does
that line up with the objects of high quality and commercial appeal?
~=A. Well what I feel we have done for the film industry more
than any other corporation or commission is that we established
a very important principle and that is that our films can be
sold overseas and work on television. The fact that not every film
was successful or only some of them, I cannot remember, I do not
have the documents, I think we established a very high profile
for the Australian film industry specially in North America and
I am not suffering from a delusion of grandeur but I think that
the Australiam film industry reached that the acknowledgement is
there, sort of with the highlight of Crocodile Dundee. We were
very instrumental in that. We had the first Australian Film
Festival in New York, I think in 1978 or 1979 and Mr Collins can
tell us, and we sort of prepared the ground for the future
success, what the film industry has now achieved. We are a
service organization. We would never be able to make profit,
because we have certain commitments which cannot be measured
with box office returns or successes. When I am talking about
commercial appeal we have many movies. You sgee the American
average is about one out of seven films succeeds. I suppose we
reach that sort of quota. Thatis the American quota.

(Mr. Collins) Statistics in this business do not mean a
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now thinking about setting up a film bank and forgetting about

10BA. Now whether it will work or not, I do not know. We obviously
support the film bank as long as they do not want us to put any money
in to it. I can tell you, gentlemen, that the disappearance of the
150/50 is really disastrous for the industry. On the otherhand,

just looking from the right point of view, it might create an
investment community which would mean that all the producers,
including us will just disappear from the earth and there will be

a commercial f£ilm industry. However, we have to be very careful
because de Laurentias and the others will come. We do not know what
sort of f£ilm they want to make. It is a big difference to make an
Australian film or a film made by Australians because an Australian
film is a film that we make and although we are very conscious of the
employment situation and we know we have an overgrown industry - 20or 3
years ago we made 30, 32 films, that is all over. There are a lot

of young people who still think they are in the industry, but
unfortunately they are not because there will not be enough work.
However, I can assure the Committee that we will not go into any
project just for the sake of making films.

Q. Have you developed any strategies in view of that changed

tax situation?--A. Well, that is again, I must say, a policy situation.
Every day we hear different things from the feds. One day they

say there is going to be a bank and the next day there is not going

to be a bank and the 10BA will stay until the transition period.

For instance, the 10BA cannot be just said, now on 15 August, or
whenever is the next budget, 10BA finishes and the bank starts.

People do not realise. They have to go through a lot of paraphernalia
to set up:; they have toc go first to the Cabinet and then to Caucus

and then to Parliament and the Parliamentary draughtsman, then you
have to find all the people who will sit in the bank. That could take
a year. That is absolutely insane to think that that is going to
happen tomorrow. Therefore, it is very difficult to plan. I wish we
could plan. We just have to watch the papers every morning.

0. How many films have been made since the new tax arrangments?
--A. The 120, not many. The 133 was, you know, you can swallow that
but when it comes to 120 it is very difficult.

Q0. When you say not many, can you give us some indication of the
relativity of that answer?--A. No.

(Mr. Sayer-Jones) Can I just answer that? I just wanted
to make a specific comment. You referred to returns of our films
and so forth. I think it is very important to mention that the
Corporation is still a young organization. We only recently
celebrated our tenth birthday. In judging films returns, you have to
realize as Mr. Riomfalvi said, they have a long life and it is not
as if in the first year after release the film generates whatever it
will return. What has happened since the incorporation of the
Corporation is that new technologies such as the video disk, cable
television are starting to come in, satellite television, new technology
which means new forms of revenue, in all our films there is a lot of
life. We are still getting substantial returns, for example, for
films like My Brilliant Career which was one of the earliest ones,
a very successful profitable film. Early films like Hewsfront,
My Brilliant Career are possibly nearing the end of their effective
commercial life, but a large bulk of our catalogue is still ready for
release. Indeed there are films that we have made that have not
even been released on the domestic market but on the returns that
have happened with 10BA, you have a situation where I think in 1984/RS

the amount of money rasised for the production budget was ahout
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Q. The legislation also makes provision for the establishment

of a private sector advisory council to assist and advise the
Corporation. Has this been done?--A. No, it has not been done
because that was done prior to the 10BA commencement at that
stage. We believe that the only way to raise money will be to
call in some big industries and people like - in those days there
were no Holmes a Court, but that type of Alan Bond and the others
but when the new legislation was brought down on the 10BA we
realised there was no need for this because the investors will
either come or they will not. It was my idea and it just died. .

Q. You are confident there is no real role for that under the
new changes in taxation?--A. If the tax changes are as bad as I
think they might be, then we have to come back to this idea but
when I thought of it it was a lovely idea but when I worked out
and I thought if we have Antico as a chairman, then Abeles will
not invest or we have the Westpac, then the Nationals will not talk
to us - not the National Party - the National Bank. I can

assure you, Mr. Fisher, that if it comes to a problem with
investment, yes we willresurrectthe programme.

CHAIRMAN: Could I follow that investment process through with
Mr. Henderson. As I understand it your budget is somewhere
petween four and five million. How much of that will be invested
in films this year or in this budget year?--A. In the current

year?

Q. In the current year?--A. In the last 12 months we slowed down
Actually we are at the moment quite flush with funds because until it
is clarified what happens to the tax legislation, we are not

prepared to go - you see, some people still believe in this dream

world that - - -

Q. How much money are you going to invest?--A. We do not know.

(Mr. Henderson) The budget for 1985/86 covers any money we put
in. There is one figure only covering the production and marketing
of films. The figure for 1985/86 is $2.262,000.

Q. And the rest of the money runs the Corporation?--A. No,
just a minimum; script and project development takes up a
fair slice of it.

Q. Your budget for the 1986/87 year, that is where you say you
will have a surplus or do you say you still have a surplus from the
1985/86 budget?--A. (Mr. Riomfalvy) I might add to this a very
important - - -

Q. Where is the surplus, in the present budget or in the future
budget?-—-A. The next two or three months will tell the tale. We

are committed to Emerald City at this stage. I am not sure whether
we are going to any other product but that might as a matter of fact
use up whatever is left for this year. Apart from the money we have
committed for Touch the SUn and Emerald City, we have for this

year at present another $330,000 which we could commit possibly

for something else.

Q. You are not going to have an end of year spend up?--A. We
never do that. One thing Mr. Henderson forgot, we pay 1.2 million
to the Treasury for interest. That is the most painful.
) millio
Q. But that is not out of your investment budget of two and a quarter
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invest in 10BA distributors. Very rarely they do. The o0ld system was
that you went to My Brilliant Career. We have got the money. We

had some and there was some small private investment and Greater
Union but they do not invest. As a matter of fact, they are less

and less interested in investing unless there will be some change;

we do not know. I think at the moment all these qguestions really
will be clarified in the next three to six months once we know what
the tax legislation will provide. It puts the entire industry in

a sort of waiting position except the very rich producers who get
their moneys from overseas.

0. Does the industry know that you have got money to spend at the
moment out of your investment budget? Is it known around the traps?
~-A. I do not know. We do not tell everybody anything. That is

the last thing. As far as that is concerned we are trying to

be a very confidential secret organization. We do not like to draw
attention that we have money because then we will be inundated.

We have a lot of useless applications anyhow and if word gets around
that we have surplus funds, you know, there would be no end to it.

(Mr. Sayer-Jones) There is an enormous body of material
that is being developed in second, third and fourth draft stages.
It is being evaluated all the time. We are in the situation where
it is the end of March but there are still months to go where
decisions may be made. We have made a commitment with respect to
Emerald City which will use a certain number of funds but other
projects we have on stream that are being developed. Now we are open
to all applications and we get a tremendous number of script and
project developments. We do not breocadcast that we have a specific
sum of money. It is not as if we give it away, but we know we have
a certain capacity and the Board makes decisions with respect to
projects. If it turns out that a project is ready to be developed,
there may be another decision in the near future. It is going to
depend on what is ready and what proves to be commercially viable
in terms of scripts. I mean, there are lots of drafts in a late
stage that are being developed right at the moment.

Q. You feel confident that the $335,000 will be disposed of?--A.

(Ms Woods) No, I do not think we can say that, but certainly there
are at least six projects coming up to the Board in the next month to
two months that are going to be asking for production funding and

that are ready. Whether we decide to go in to them or not, I.cannct
say. I cannot say it will be absolutely but there are a number of
projects that are ready that we could choose to go into if we wanted

to.

Q. There is a surplus. That goes back to consolidated revenue?
~~A. (Mr. Riomfalvy) No, it does not. It will be taken off next

year.

Q0. Somebody says it does not and somebody says it does?--A. Well
what happens is that whatever surplus we have in the year, the
Treasury will take it off from our allocation. It does not go. We
do not pay it into consolidated revenue. The Treasurer just takes
it off from whatever is due to us.

Q. Well it really does?--A. (Mr. Henderson) It is the same thing.
We tell them at the beginning of each vear how much money we have,
what our budget is and they just work it out. Obviously they take
the budget, subtract the amount we have at the start and that is

where we go.

26.






an amateur, really a few business men saying, "I like that;
my wife thought of that." That would not work very satisfactorily.

Q. Can I now come to another section which perhaps being a farmer
we like to have smaller governments and I am not expecting a great
deal of success in this section, but as you know Australia has
funded the Film Commission and each government has film bodies in
Tasmania, in Queensland, Victoria and South Australia. Do you not
think that this proliferation of government film bodies is conducive
to the development and promotion of the Australian film industry?
--A. First of all Tasmania has been privatised by Mr. Gray.

There is no film corporation there. The advantage of the industry
to producers and writers having more than one organization is that
if an organization would say, "We are not funding you", another
organization might. For instance, in the case of My Brilliant
Career, it was knocked back by another organization and the film
came to us and we have done it. On the other hand, we knock

back some projects which they went to Victoria, went to the federals
and they have done it. I think it would be what the industry

calls - this is the main argument with the bank. They say it

will be a one window industry which means you can only go to that
broker as we are called by the film makers. So you cannot have

the opportunity to put your proposition to more than one person like
in America. Star Wars was with all the majors and they knocked

it back until somebody made it. I think it is very essential for
the film industry if there is Government funding that there should
be more than one organization.

Q. You really have to develop the Australian film industry as such
and we have a number of different organizations all with that
principle object. What mechanism exists to prevent overlapping

in the type of funding of script writers, project development,

all of which may be undertaken by different states? There must

be some mechanism to ensure there is no duplication?--A. Well you
know, there is a sort of secret society. We know who is putting

an application to whom and it is only really the federals and the
Victorians because South Australia is a different Corporation. They
are a film prduction company. They make their own films. You
cannot go to them. We invested, for instance in The Club and two of
the South Australian films. They make their own films. Now we
know - it is a very small industry. We know very well if somebody
applies for funding, we know whether that person has already-gone

to another organization, not only by knowing it on the grape vine,
but we ask them and there is no overlapping, especially there are
certain types of people who come to us who would not go to the other
organizations because they feel that probably it is more in our

line to do that sort of thing than some of the others.

Q. So there is no way that a grant can be given by your Corporation
to a person that might otherwise have received a grant from another
organizaticn from another state?--A. For the same project?

Q. Yes?--A. No, unless we do it jointly, unless we say to the
AFC, "Look, that costs $100,000, you take half and we will take
half." That is the only way it could happen.

Q. Tell me then, you have mentioned that Tasmania has been
privatised, that South Australia has an organization which

actually makes films, how do the other organizations differ

from New South Wales?--A. Well, let me tell you first of all the
South Australian Film Corporation was set up by Dunstan andé that is
an artificial film industry because there was no film industry ever
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in South Australia. I must also raise my hat to the South
Australians. I believe they are the best film corporation in
Australia. They have a fantastic organization. They make very
good films. The other difference 1is that the Victorians are

very parochial. They want to make Victorian films about Victorians
by Victorian people. It does not work in a 16 million people -
California has 25 million people. The Queensland - well, I really
do not know what they do. The federal body has enormous
responsibilities which I do not believe they should have. They
have so called cultural responsibilities. They do Film Australis.
If I would be running the federals I would have long ago given
back half of it to the Government. They should look after it
because they have an enormous responsibility, womens groups,
aboriginals, migrants, that and that. It does not work in the
film industry. Cannot make a film for migrants or women. You
make a film and if it happens to he a migrant or a woman, then
good luck. But the Australian Film Commission under this feceral
direction they had under the coalition and under the present
Government when Mr. Ellicott was the Minister, that was the samre
policy of-McVeigh from your party had the same policy as the
present Minister, that they have what they call cultural commitments.
we do not support the underground film makers. We believe it is

a profession. Thatis one of the basic differences between us and
the others, that we believe that this is a business and this is

a profession and we do not believe that films should be made of
whatever happened to Joe Blow at the Vietnam demonstration etc.

So we like to make films which we hope are saleable.

Q. So essentially what you are saying is that the New South Wales
Corporation is the only one with a truely Australian outlook?

--A. I would not like to say that really because my great friends
Philip Adams and Kim Williams are going to kill me off, but the

truth of the matter is that since they took over the AFC, despite

the silly reports that they will be abolished etc., they have done

a very great contribution to the industry. They actually do not

do what we do. They do not get involved with the process of selling
for instance. They do not sell any more. They used to have a selling
organization in Los Angeles, London but it is all finito.

CHAIRMAN: Are you saying their overseas office in Los Angeles has
been disbanded?--A. There is one fellow there.

(Mr. Collins) Their office in Los Angeles which they have
had for approximately - it was in New York and it was transferred
out to Los Angeles about eight years ago, has been wound down from
the stage of having an Rustralian operator/manager of a certain
status to just running as a secretarial service available to
producers and other Australians going through Los Angeles, needing
facilities.

Q. They are not a marketing enterprise?--A. They are not in
marketing. They are not in sales. They never have been. The
only Australian film organization that are seriously in marketing
and sales is the New South Walies Film Corporation. That has been
the case for ten years and it remains the case. We at the

New South Wales Film Corporation are extremely proud of our record
in this particular area.

MR. FISHER: I notice you have cooperated with other states in
investment of films such as Dimboola, The Angry Shot, Tim, Cathy's
Child. How many films has the New South Wales Film Corporation

invested in that have been projects of other film bodies?
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--A. (Mr. Henderson) It was in one of the submissions. You
just have to look at the films with asterisks. You have to go
through the list and work it out.

CHAIRMAN: Australia now?--A. (Ms. Woods) ©No, I am just going
through it. I will call them out. The Club, Cathy's Chilgd,
Dimboola, Last of the Knucklemen, Money Movers, The 0dd Angry
Shot, Picture Show Man, Tim and I think that is it.

Q. Not shadow Effects?--A. No, Shaddow Effects was not.
Q. That gives us eight then.

MR. FISHER: 1In those films that you have invested, would New
South Wales have been the major investor?--A. Not in all of them, no.
Newsfront is also one. The AFC were a minor investment in Newsfront.

Q. On what basis are decisions made to invest in - ~ -?--A. All
of those films belong to an era before 10BA. So that that was
when we were finding direct investment by a distributor or a
television station, another Government body and us. Thatis how
you got your budget. Since 1OBA we have not been involved with
another corporation in investment because the private
investment will take up all the money except this non deductible
component. It is usually low enough that one body can do it. You
do not need two.

Q. So 10BA has been the principal factor which constricts your
decision to invest in films being produced or funded by other
organizations?--A. Well I suppose so, yes. We could go to another
government body in terms of getting part of an advance guarantee against
sales but they would not be directly investing in the film.

Q. You see a very real advantage to New South Wales in cooperating
with other states in making grants to those films?--A. Well I see
it as an advantage to the film makers.

Q. More than to New South Wales?--A. Well yes, because this availability
of not having only one avenue of funding because given the decision
making is a valued judgment, then different people are going to see
commercial and quality values in different projects. VNot everyone

is going to agree. So I see it more as an advantage to film makers.

The minute we have to contract down and just co-fund each other,

then the number of productions will drop significantly.

Q. The Corporation also gives grants and loans to individuals and
companies for projects developed or produced under the auspices
of other government film bodies. Could you give me details of
these in a similar format to the investment details that you have
provided?--A. I do not understand the question.

Q. You have also given grants to individuals other than other
film corporations?--A. The money has never gone to the film
corporations. It goes into the film so all those investments I
read out that have been co-funded, the money has gone into the
film makers. It has not gone to the corporation except in the
case of South Australia because they are the producing body.

CHAIRMAN: If you have a joint venture like that, who gets first
call on the returns?--A. They are usually not joint ventures. One

or other body has the major investment. Therefore it becomes the
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major investor which will administer the funds and administer
the returns. Returns are usually pro rata with private investment.

MR. FISHER: In overseas film festivals, Victoria, South Australia,
the Commonwealth and New South Wales Film Corporations are all
represented at those film festivals. Would it not be more cost
effective if there was some arrangement by only one or two being
represented?--A. Mr. Riomfalvy) Well there is - - -

(Mr. Collins) I can probably best answer this question. The
Australiam Film Commission, the Victorian Film Corporation, South
Australian Film Corporation, the other bodies as I mentioned
earlier, they are not involved in selling product. They are not
involved in marketing and sales. They are involved in promotion of
thelr organizations and promotion of the product that their
organizations might make but they do not directly sell that product
into distribution in the various territories around the world. Our
approach to film festivals is that we do not have involvement in
film festivals. We attend various film markets that occur in
different parts of the world each year. At those markets we sell
direct into distribution. We are in the business of making
distribution deals for our product to earn income for our investors,
so that they might come back to us and invest with us again.

Let us put something into perspective. Mr. Chairman, today a film
costs a minimum of $2% million to make so our $300,000 that may be
left in the production element of our accounts certainly cannot

make a picture. Going back ten years, a film could be made for
$500,000; now lowest price, $2% million. So we have to be able to get
other forms of investment to make any pictures at all. We have

to be able to bring in theprivate sector and we utilize the tax
shelter arrangements that do exist to bring in that private sector.
When we make our pictures, we then sell our pictures into

distributior here in Australia and then we attend the various market:
around the world and sell them into distribution in the foreign
territories. No other organization does that and our approach

to that is our own marketing and sales energies and there will be

no real benefit to us to involve with other organizations who are

not doing the same task in our foreign sales operations. In fact
quite recently we have offerred to the other organizations to represent
also their product and sell their product on their behalf, so that
they might like to join with us in our initiatives overseas selling
product.

Q. I notice that last year Film Victoria and South Australia pooled
resources and had joint representation at the Cannes Film Festival?
-=-A. Pooled resources for attendance purposes but not to be in
business. For example, when they attend these events, they attend
and observe what is going on. They note what kind of trends are
going on in different markets. They look to see what sort of product
is selling, what audiences are demanding around the world, remembering
that this is the entertainment business and that audience tastes and
preferences are constantly in change. When we attend these events

we do not go along to observe what is going on although that is

part of what we do. We go along with a more specific purpose, to
sell our pictures into distribution, to conclude arrangements which
generate income back to the Corporation which we in turn distribute
back to our investors which in turn gives our investors hopefully

the sort of experience that they need to come back and invest with

us a second time. With pictures costing $2% million today to make

as opposed to $500,000 ten years ago, we have to have investors
coming in with us. We have to give the people who invest with us

a good experience if they are ever going to come back and invest
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particular stories, even though you believe good reason exists

for them to be interesting. Often there are two cries when

this occurs. The cry from the producer is that the distributor
never promoted, never advertised, never got the film properly in
front of the public so they knew it was there so that they could
come along. The distributor usually says the public were not
interested in thepicture. In the examples that you quoted where
the returns were not there, they are examples of films which
ultimately the public chose not to see. That is the nature of the
entertainment business. Thatis one of the facts of life that we
do live with and that we continue to live with. From our point

of view and in hindsight would we make the same decisions that we
made at the time, probably, because we believed in them at the
time. If the same projects come along in 1987 as opposed to

1977, then the market is different, circumstances are different
and you may not support the same sort of project but the belief was
at that time there was a market for this kind of material.

Q. Was there any relationship between the type of film or the
method of production or did they have some special uniqueness
that you should put the 100 percent up there?--A. In terms of the
level of investment in the project?

Q. No, just in terms of the type of film themselves?=--2. Well

I think the first one, Cross Talk, the first one on the first

page — Maybe This Time is a love story, a story of a woman who has
just gone past the age of 30 who has had a number of unsuccessful
romantic relationships with men. She lives and works in the world

of politics and Parliament House in Canberra and she has come to

the stage in her life where she says "Enough is enough, I am not
going to be the object of men and their lust and their greed

any further. I am going to assert myself and I am going to find
some kind of happiness in this life." That is Maybe This Time.

It is a good story. It is a story made at a time when women as a
group were changing their definition of themselves and asserting
themselves and we believed that this particular picture had a market.
It was written by Bob Ellis, one of the foremost writers in the
community and it starred Judy Morris who is a very important actress,
but for whatever reason it just did not work. It did not work,

not because of some deficiency in the picture, but because of the
taste and preferences of the audiences.

Q. What about The Night Prowler? A. The Night Prowler has great
elements. It is written by Patrick White who is Australia's only
Nobel Prize winning author. It is directed by Jim Sharman who
directed the Rocky Horror Show, which is a cult picture, a phenonema
all around the world and it is a psychological thriller. It worked
very well in my opinion but in terms when presented to an audience,
they did not want to know. They were not interested in that
particular Patrick White tale. But from our point of view it
represents great Australian talent. Patrick White ard Jim Sharman.

Q. Cross Talk?--A. Cross Talk was a computer thriller. There was

a time a few years ago when pictures about computers and their
impact on society and the effect on the lives of the individuals

in society was becoming interesting to the community at large.
There had been a picture called War Games which was very successful.
This particular picture, Cross Talk, is a variation on a Hitchcock
film called Rear Window. In Rear Window it is the story of a little
boy who sees a murder and when he goes to report the murder to the
authorities, nobody will believe him because he is a little bhoy.
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In Cross Talk we had a story where a computer sees a murder

and attempts to report the existence of this murder to its
inventor, to its manufacturer, but the individual will not
believe it because it is a computer an inanimate object. It is
a computer thriller. It works. But audiences for whatever
reason did not turn out to see it, did not want to know about it.

Q. So there is no real thread or - - -?--A. We are constantly
looking at the market and looking at what possibly can work, what
does not work, making judgments about that. As Jenny said, always
our judgments have to be subjective because that is the nature of
this business. They are informed. They are based upon the talented
individuals, whether they are writers, directors, actors and
actresses and sometimes the work. The example I said was Bliss
earlier, that it played for six months in Sydney and Melbourne

and three months in the other capitals. That was an example of
something that did work. My Brilliant Career worked. Newsfront
worked. Careful he Might Hear you worked. Various ones worked;
some do not. It is the entertainment business. It is high risk
and you just never know.

MR. FISHER: You blame the audiences - - -?--A. Sorry, never blame
the audience; love the audience.

(Mr. Riomfalvy) Look, it is our fault, not the audience
because they buy the tickets.

Q0. That was not really the point I was getting at. But that was
the expression I think you used, that it had no audience appeal?
-~A. (Mr. Collins) Yes, taste and preferences had changed.

Q. How many film distributors are there in New South Wales?--A.
There are three major distribution companies, Hoyts, Great Union and
Road show and then there is probably 20 odd minor companies that

do not have screens and if you sell your picture to a company

that does not have screens available to it for exhibition because
the major distributors also own the screens in New South Wales and
elsewhere in Australia, so we look to distribute firstly to the
major distributors and if you go down our list you will find
virtually every one of our pictures has been sold to the three
major distributors.

Q. We have very few picture theatres left in country areas of
New South Wales?--A. There are reasons for that.

Q. One of the reasons for that is the two or three film distributors,
I think would often be unreasonable in terms of the charges that were
peing made on those few country film theatres?--A. That is true.

In the present, the real reason is the advent of the video casette
industry. What has happened out in country areas where there is

not much television to be received other than the ABC, the home
video business has really boomed. Pe~rle have video casette
recorders and they rent the films in their houses and they have

no real interest in going back to the cinema. Those towns that did
have cinemas and those cinemas are now quite run down and they

were also in a way not getting from their point of view probably
access to all the major pictures that they wanted to get access to.
But the video business is really responsible for the decline in the
cinema business in the country areas of New South Wales and elsewhere
in Australia. But it is a constantly changing thing. Five years

ago there was no video industry or no appreciable video industry
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Q. The Corporation also employs a number of consultants.

Could you give me some indication of the names of those
consultants that are currently employed and the duties in terms

of their employment?--A. We will supply the same to you with

the fee, whatever they are receiving, what they do. I think that
would be better if we can put that down in writing and supply that
to you early next week.

CHAIRMAN: For 1984/85 and 1985/86 financial years?--A. Yes.

MR. FISHER: Are consultants normally employed on an hourly or
an annual - - -?--A. Annual fee basis.

Q. What would be the normal paymenﬁqu remuneration for a
consultant?--A. (Mr. Henderson) Well'2 uEws;‘!usic is $15,000 - about
$10,000 - - -

(Mr. Riomfalvy) $10,000 to $15,000.

Q. What is the normal procedures for the Corporation

in hiring consultants? Are tenders called?--A. No, we never call
tenders. We will pick people we believe can do the jok. It is
very difficult to call a tender for a music consultant. There are
not many.

Q. You would not receive a number of quotes?--A. No.

MR SMILES: Would you calculate the consultants remuneration on
an hourly basis?--A. No I think on a bulk basis for what we believe
they will contribute to whatever we ask them.

Q. That is the task?--A. Yes. We will know but we cannot do it
on an hourly basis because we would be like the lawyers. We just
have a bulk fee paid to them and they have to be available.

MR. FISHER: How many reports would the Corporation have received
from consultants since 30 June, 1986?--A. They are not reports.
There is no written - - -

(Ms Woods) I do not have written reports from the music
consultants. I do from thepublishing consultants and they are
3 monthly.

Q. So their performance is simply judged on a verbal basis on the
advice given to you?--A. Well I have only mentioned two. They are
the only two I am talking about. One reports verbally; the other
reports written.

(Mr. Sayer-Jones) There are physical tasks that have to be
done. I mean, for example, music consultant, it is like a retainer
basis obviously. Sometimes only recently we had a problem with
some music on a particular film and the consultant spent effectively
two full days from early in the morning to late at night plus
being rung at home; did a tremendous amount of work involving his
secretarial services and so forth to help us. It is like a retainer
basis so it is impossible to know what the contingencies are other
than to say I think the Corporation assesses the fee on a fairly
modest basis and we believe we get value for money. I am sure that
is the case.
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Q. Is one kept?--A. Mr Quinnell is keeping that.

Q. That would apply - none of the witnesses here this afternoon
would have received any grant?--A. (Mr. Henderson) No.

Q. A pecuniary interest register
would be kept for all members here, for all the witnesses?~-A.

(Mr. Riomfalvy) I do not know that. I think it is only for the
directors. There is no reference in the Act that non directors

who are employees, there is no reference to that in the Act but

I can tell you I take a very dim view on that. I am not very
popular about that, but that is how I feel.

Q. Thank you very much.

MR. SMILES: I wonder if I could just follow some questions

Mr. Fisher asked and seek clarification. Mr. Collins, you
responded to Mr. Fisher with regard to some analysis of

your activities in the film industry and mentioned to us that

that was comfortable with you because it was not associated

with your marketing role with the Corporation. I wonder if I could
ask, of those films you mentioned, were they as projects presented
to the Corporation script assistance?--A. (Mr. Collins) Of the
projects that I mentioned, the first one, Galipoli goes back to
before I worked with the Film Corporation. The second one,

Monkey Gr ip., goes back to before I was ever employed by the

Film Corporation. The acquisition of the rights to the film
Tracks, goes back to prior to my employment with the Film
Corporation. At the time of my engagement as a marketing
consultant to the Film Corporation, written into my contract

was an understanding that I did control the rights to this
particular book and that I may, depending upon my own desires

ljook to pursue the development of that project during the

currency of my employment. In the initial stages of my employment
at Film Corporation, I acquired the rights to the fourth book,

I Will Plead Insanity. More recently when the Corporation was
looking for a project, a comedy in the light of the Crocodile
Dundees and in light of the market place looking for comedies;

this is a comedy, I offered it to the Corporation for development.
An amount of money was voted to control of the Corporation, not into
my control but into the control of the Corporation to look to
prepare from this book two first draft scripts. Those two

scripts have been written and at the moment the Corporation is
uncertain as to whether it wishes to proceed any further with

that project. From a personal point of view, let me say very clearly,
have I received any personal benefit from such circumstances,

the answer is categorically no.

CHAIRMAN: What about potential benefits?--2. Well potential

benefit, I mean I have had investment in this other project,

Tracks, now for six years. I have outlayed a considerable amount of
money from a personal point of view and received no benefit.

That thing should be different in relation to - this other project

is speculative. Potentially everything is possible. Potentially
nothing is impossible.

MR. SMILES: Mr. Collins, just in regard to that, how much money was
allocated by the Corporation to those projects?--A. To the first
one, nothing. To the project, Tracks, there has been no moneys
allocated to the project. No development made by the Corporation
of that project. To the second one, there was an mount of $30,000
allocated to the development of the project of which I believe
$10,000 has actually been spent.
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(Mr. Sayer-Jones) That is right.

(Mr. Collins) And that $10,000 was divided into two amounts
of $5,000 to two writers, both of which were commissioned to
prepare first draft screen play based on the book and those
screen plays were delivered to me, I believe in late February
and it is now late March and there has been no further development
with that project.

(Mr. Sayer-Jones) Because I drew up the contract for this
and I am aware of the minute, the Board expressed in its minute a great
concern that there would be no conflict of interest, specifically
because Mr. Collins did have the rights to I Will Plead Insanity.
The structure was totally different to normal script development
where the producer or applicant has an interest, a propriety interest
in the script that is to be developed and in this case the
Corporation owns 100 percent of the screen plays that have been
developed. Mr. Collins has no contractual right whatsocever to access
or to take those screen plays. So it is up to the Corporation to
make a decision on that. If I am not incorrect, the minutes
will reveal that the Board made a point that that structure was
to deliberately avoid any conflict of interest and the screen
plays are owned by the New South Wales Corporation. Mr. Collins
is correct. Only 810,000 to my knowledge has been expended.

(Mr. Collins) As opposed to an appropriation or an allocation
of $30,000.

Q. Just with regards to this, Ms Woods, I have read in materials
the Corporation supplied dated 4 January some press comment ahout
a gentleman whom I understand is an employee of the Corporation -
forgive me, I cannot find the note to give you the sirname -

who examines the 30 or 40 opportunities that are presented to

the Corporation. I think the article said each week. When some
one comes to the Corporation, is there a person that they see with
their project prior to it then being caonsidered in greater detail
by yourself and/or the other members of the Board?--A. (Ms Woods)
Yes, well there is a project coordinator. They could still see
me or Paul or anyone else they chose to but there is a project
coordinator.

Q. 1In the case of the projects we have been questioning Mr. Collins
about, would those projects - - -?--A. (Mr. Collins) Project or
projects; singular?

Q. Project, would that in the normal course of affairs go to that
project coordinator before going to your desk as it were?--A.

(Ms Woods) No, it did not. It came to my desk first and then
went to him but he was involved in reading it, making a report

and it followed the normal steps that every other project follows.

Q. Mr. Chairman, unless you or Mr. Fisher have further questions,
I would like now to direct my questioning to the issue of
entertainment.

CHAIRMAN: Yes.

MR. SMILES: Mr. Henderson, I wonder if you could help me, with regard
annual expenditure by the Corporation on entertainment, does the
Corporation purchase liquor for entertainment purposes?--A.

(Mr. Henderson) Yes.
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(Mr. Riomfalvy) I do not like overtime. There is no
overtime in show business. You 40 tour job and thatis it.

Q. I would like to come back to Mr. Sayer-Jones' comment in

a moment with regard to the overtime, but if I could just conclude
with the question in this area to Mr. Henderson, the tenth
anniversary® public relations function, in your mind what did that
cost?--A. (Mr. Henderson) Specific function that was held at the
State Office Block; again I think $3,000 or $4,000. I would have
to look it up, I am sorry.

(Mr, Riomfalvy) Once again it was held in the State Office
Block and I suppose whatever benefit or profit was made, it went
back to whoever was running the outfit, the Public Works or - - -

Q. Obviously there has been some aggregation involved but certainly
the Committee had information presented to it that the celebration
of the tenth anniversary of the Corporation would have entailed
expenditure somewhere in the vicinity of $50,000?--A. Well,“Mr. Smiles,
I am not very experienced in the public service or this, but I think
we should have got copies of this evidence and we should know who
made the evidence and what they said. I am not prepared to give

any answers on this until you present to me the evidence of the
people who actually made the charges because it is a complete
prostitution of justice that I have to give answers to presumed
figures and functions. I want to know - - -

CHAIRMAN: We might rephrase the question. How much would have
been spent on that tenth anniversary celebration?--A. I do not know.

(Mr. Herderson) The point is the figure right or wrong, presumably
it is all the advertising made throughout the world which is part
of the public relations exercise concerning the fact of the tenth
anniversary. It would include the costs of advertisements in
Variety or Encore.

MR. SMILES: In fairness to you, Mr. Riomfalvy, I did say I
presumed some aggregation?--A. (Mr. Riomfalvy) I just get very
upset about whingers. As I said before, if people are coming to
whinge to you, I want to know what they say and then I have the
answers. We have advertised this morning in the Telegraph or the
Herald or whatever for the Premier state, that sort of think you
just have to do. I do not know, are you interested in more detail
on that?

Q. I would appreciate that, thank you?--A. Certainly we will give
you the advertising costs etc., but you must realize with the
advertising we got some sort of editorial as well which is very
helpful when you are looking for investors. I do not think we have
done anything which is out of the normal.

(Mr. Collins) Mr. Chairman, the tenth anniversary was a
marketing exercise. We are looking for investors to invest in
our productions. We are looking for distribution companies, not only
in Australia but also in Europe and America, in Asia to be
involved in buying rights for our product and to distributing our
product in particular territories., The tenth anniversary was an
opportunity to show, as you probably saw the logo on the front of
the annual report, an opportunity to show the entertainment industry
which is full of fly by night operations, which are full of companies

that are here today and gone tomorrow, which are full of people
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that default on their bills, that have no integrity, no longevity,

all around the world. We are looking to show that we have been
around for ten years. We are a solid operation. We have been
producing films for the past ten years. We have supplied you over the
last four or five years with product, we will be around in the future
and we will continue to supply you with product, you our clients.

So very much the tenth anniversary was a marketing operation for films
which cost $2% million to be produced in Australia which the
Australian market at best can return one million and which we

really do look to find another million and a half from the overseas
markets for those films. I think very much it should be loocked at

in those terms and understood in those terms rather than the
suggestion that I hear, rightly or wrongly, that it is some kind of
impropriety. .

(Mr. Riomfalvy) I think, Mr. Smiles, you should be most
knowledgeable on this department in the Committee.

Q. I am not uncomfortable with that comment and in fairness to the
Corporation I take on board Mr. Collins' comment. Yes, I do concede
that the tenth anniversary is a major marketing exercise.

Ms Woods, a moment ago Mr. Sayer-Jones made reference to and

Mr. Riomfalvy may have also, the demands of the Committee impacting
on overtime from your organization and I am very mindful of that
because in your letter of 20 March signed, of course, by

Mr. Riomfalvy from the Corporation, there is in the final paragraph
this statement:

It would be no exaggeration to say that my
accounting staff both executive and secretarial

as well as the production, legal and marketing
staff have been almost totally proccupied

in satisfying the Committee's requirements.

The business of servicing, producing and marketing
motion pictures has been made a second priority

as a result.

Given your 19 staff, and the supposed skills and experience of the
5 of you here today, is it right for me, given my experience in
business and 12 years as a management consultant to feel some concern
that the request we made had such an impact on your organization?
--A. (Ms Woods) No, I do not think it is right. Mainly the
development area was done largely by myself and my secretary. The
other stuff was done by Jim and Lyndon. Given for the last 8 or

9 months we are having huge numbers of applications for script
development, we had a Board meeting scheduled for next week which
we had to put back because physically we cannot read all the stuff
as well as do all this which had to be then, of course, dcuble
checked.

Q. This morning Mr. Sayer-Jones mentioned in response to a question
that the Corporation exercises strict financial controls and it was
with reference to coproductien for films, I would have thought
strict financial controls would have necessitated the keeping of
records that were easily accessed for basic information such as

we requested. Why are those records not kept?--A. They are kept.
That is where we withdrew all this information from.

kS
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(Mr. Henderson) This information is kept in the order
roughly shown there. It is extremely difficult to cross check this
against all the vouchers that are written out. There are hundreds.
Since I presume the Committee would like its information to be
accurate, it was necessary for us to spend all of last week getting
out the original information and my cross checking all of it to see
the appropriate voucher matches up with the records the General
Manager keeps. The records are kept. It is in fact extremely
difficult to make sure that this much information is in fact
accurately . presented here.

Q. I thank you for your concern.

CHAIRMAN: Would it not be accurately compiled there in the first
place?--A. It was accurately compiled. We are making sure it
gets to you accurately as well.

Q. It has been audited has it not?--A. Yes, of course it has.

Q. What is the necessity for double checking?--A. It has to be
presented in a format like this which is convenient. It is kept
in - the General Manager's assistant keeps a book in which all
this information is presented.

(Ms Woods) It does not run in this order. The payments are
not - each project does not just get a payment, a payment, a payment.
I mean it runs back and forth. There are different Board minutes
relating to different payments. Jim wanted to, and I think quite
rightly, check it back against the vouchers because you did request
who the money was paid to in each instance, whereas I have everything
under project name in general, when a writer changes I will know
that but Jim may have a different thing in his voucher if it is
going to a company.

(Mr. Riomfalvy) I might be wrong, but I think, Mr. Smiles,
we only had six days notice to prepare this.

MR. SMILES: I accept that?--A. And also we have a very small staff.
Everybody has a couple of jobs. Guess who collects the mail every
morning, who goes to the post office; I do. We do not employ
people if we do not need them.

Q. Mr. Riomfalvy, as part of your job, the Committee would expect
that you would have to entertain on an almost one to one basis and
not for a moment in asking the questions that I am going to, am I
implying that that duty is not a right and proper one for a person
in your position. On average how many lunches a week would you
attend which are paid for by the Film Corporation?--A. I really cannot
tell you. I would say one or two or three. It depends on when and
I can tell you that it does not please me because I am quite
prepared to leave in my last will all my cholestral to the

Public Accounts Committee because I am not necessarily enjoying

all of this. I am a good drinker and I have a few drinks with
people but I believe that you achieve much more at a dinner table
than at a conference table. For instance, if we would have this
gathering in my office with a few drinks, we would have finished

by now all the information. Believe me, I am not going to have any
luncheons or dinners, mainly luncheons - dinner is always with
people - it does not give me - you know, I can do without it.

I can do without travelling overseas. I do not enjoy to get with
you in Bahrain and some other hideous places like Bombay. I do not

enjoy this. I have to do it but if you feel, if the Government
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(Ms Woods) I do not know how to equate integrity with a

longer term. I notice these figures finish at 30 June last year
so there will still be further payments on a number of them that
are not showing.

(Mr. Riomfalvy) Unfortunately, for instance, Dead End Drive-in
it says no returns. We had quite a considerable return on that.

CHAIRMAN: No matter which cut off date you have, you will have
that same answer. What you lose out between 30 June last year and
30 June this year, you have made up on the ratchet system the
previous two or three years.

(Mr. Sayer-Jones) As time has gone on in the ten year span
of the Corporation, the budget has increased with inflation. There
is a very heavy%e18htingfactor towards the bigger budget films
that are the more recent films, not having been given an opportunity
to show their real return. I suggest it is really very distorting
when you say 10 point whatever million, return of 2.8. If, for
example you had taken the first couple of years of our films,
My Brilliant Career is one, I suggest to you that you would be
way up. I mean, of a given return it would certainly be much more
than 50 percent, even 60 percent. That is the trouble. The budgets
have increased so dramatically that films, the more recent films
distort those figures. So you probably have to have a very
sophisticated©18Bting ¢ come up with a logical or a rational
evaluation of that. Those figures on the face of them might
look bad, but in actual fact they are quite misleading. That
is the trouble.

Q. Will it be any difference if we used the figure for 1987?

Do you think there will be any great variation in that ratio?

--A. (Mr. Collins) One simply asks for reason to apply in such

a question. You are looking at a ten year period. 1In the pictures
of the first part of the ten year period, they have been made for
half a million dollars a piece or less. The pictures down the

end of the ten year period are costing $2% million, $3% million
each. Then you are adding them all up and you need to appreciate
that those pictures that were made in the early part of the ten
year period have been earning income theatrically as they were
releasad( into the cinemas, at a later date when videc came along,
on video, at a later date again on television, in markets that
are developing around the world as satellites go up and new
markets develop, and develop-new income arises and the pictures
that are costing $2% million and more have only been alive for two
or three years and they have not really generated their potential
returns. When you sit down and. ® that sum and say you invested

X and you have returned Y to date, there is a lot of unfair bias
in the answer that will arise from that kind of a calculation. I
think that should be taken into account.

MR. SMILES: I wonder if we could focus on the Corporations
financial statements for the year ended 30 June, 1986 and I
particularly refer to notes 9 and 11 where there is a reference
to equity investment converted to loans receivable of $81,0007?
~--A. (Mr. Henderson) That is Short Changed. The Corporation
normally has very occasionally these days - they had loans to
producers - the decision is made to lend the producer some
money to make the film for whatever purpose. 1In this case it
was decided to be loans produced. I merely record the fact that
that was done. It was short Changed,$85,502.

(Mr. Collins) As I recall when we started shooting the
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various other bodies, indeed private bodies do this, is that they enter
into an arrangement whereby they say to the investor on the one

hand as at a particular date if the revenues derived from the

film by its exploitation do not achieve a certain level, then

we will top up the difference and we will have a right to recoup
that difference, whatever it might be, be it 100 percent of whatever
the guarantee is or usually less because the film does generate

some income and we recoup that as an absolute priority out of

all proceeds before there is any more distribution. So investors

on the one hand know they will get their 50 percent or whatever
which works for them with the 10BA. We know that we have a total
charge in priority upon all revenues derived from the picture.
Thatis the way it works.

Q. So it is a loan to the picture account basically?--A. Well

it has been obviously in terminology seen as a loan, yes.

It is almost really a sale in a way. The legal structure of it
would be it is a pre-sale. You find it, ofcourse, in the distribution
guarantee , that we have not comprised its actual sale so that

in the Crocodile Dundee example, we would have been in a position
to do the deal that they could have done or they did do because
they were not locked in. We can say here is the picture and
when you have got something in on the screen, so to speak, it is
easier to sell it than a script because necessarily a buyer would
be extremely wary to pay top dollar for something that is only in
script form because they have, I suppose quite reasonably to be
very conservative.

Q. Which of those loans attract interest?--A. (Mr. Henderson)
Normally only the overage loans. There are one or two little
oddities. I think every film has a different contract. There is
not a completely standard film contract. Normally overage loans,
you will find one or two production loans for some obscure reason
have interest and there is one marketing loan which in fact relates
to actually selling the LP record of the film rather than the

film itself. It was a very small loan.in which we did charge interest
and it is recoverable from the sale of the records as distinct
from the film It is a loan to the producer to obviously get the
recorfloving.

(Mr. Sayer-Jones) The reason for not charging interest on
the marketing, for example, is a direct commercial decision to be
an incentive for investors to invest in & picture. One of the great
concerns is always the level of costs that are thrown on to a
picture before it starts to yield an income and for good reason to
attract investors and to lower our underwriting and brokerage
costs we have been able to offer the fact that it was interest free.

Q. But you have interest on the overage loans?--A. (Ms Woods) Yes.

Q. What is the interest on them?--A. We no longer do overages in that
way. Thatwas in the early days of the industry when there were

no professional completion guarantee companies operating in this
country. Now and in the last six or seven years where in the rare
instance we have given, we give pretty well a completion guarantee.
We charge a fee within the budget for that completion and we fit

in with the commercial terms that would be offered by a completion
guarantee company outside. We may take a lesser premium and they
will not get a rebate which operates in the commercial field, so
there is no interest. We recoup it after the investor has recouped
their money and we have had our fee up front out of the budget of
the picture for providing that facility. It is not an overage loan
any more. It is a completion guarantee.
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