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The Movie Portfolio Fund (MPF) is the first
international investment fund to focus on
financing a diverse portfolio of Hollywood feature
films. Through its partnership with commercially
successful Hollywood producers it gives investors
access to the excitement and potentially lucrative
returns generated by the movie business.

The movie business has traditionally been
thought of as a high-risk area with only a small
chance of providing investor returns. Recently
the investment climate has changed dramatically
as the advent of the DVD format and the growth
in international markets have established steady
flows of predictable revenue streams. This
fundamental shift has encouraged new classes of
sophisticated investors, such as hedge funds and
private equity firms, to look to the movie sector
for higher returns with a risk profile unrelated to
traditional investments.
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As a result the movie sector is now seen as a The MPF has brought together an immensely
experienced team capable of exploiting these
exciting opportunities. With expertise from
international finance, banking and business
management, and the creative, financing,
production and distribution aspects of the film
production business, the MPF team has the skills

and experience to maximise the returns from a

valid and attractive asset class in its own right.
At least 30% of all studio movies are now made
in partnership with third-party funding and the
concept of “slate finance” is acknowledged to
lower costs, reduce risks and raise returns for
studios and investors alike.

The MPF model is built upon the conviction
that a diversified portfolio of carefully chosen selection of highly commercial movie assets.
feature films is totally uncorrelated to traditional The movie industry is becoming an attractive and
essential part of any investment portfolio. The
MPF’s strategy of diverse portfolio investment into
mainstream movies in partnership with successful
industry professionals has been adopted by
investors across the board and offers lucrative
potential returns from this exciting industry.

investment markets and indices, and it believes
that movie assets will continue to grow,

building on the industry’s performance of the past
two decades of recession-resistant growth.
Through in-depth analysis and Monte Carlo
simulations carried out on historical data from
over 5,000 movies the MPF conservatively
forecasts annualised returns to investors in the
range 15-25%.
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Unique Fund Structure and Opportunity.
The MPF pioneered the concept of portfolio
movie investing, and offers investors inside
access to the exciting and potentially highly
lucrative movie business. Via an open-ended
fund, investors can expect to earn superior
returns in an uncorrelated asset class.

Strategic Relationship with Outstanding
Hollywood Producers and Studios. Through
its key partnership with Hollywood production
group Pacific Media & Entertainment (PME), the
fund can deliver investment access to slates

of mainstream Hollywood feature fims with
worldwide distribution undertaken by the major
Hollywood film studios. The MPF will co-finance
PME’s slate of 15 mainstream movies over an
initial 5-year period. The executives of PME have
unparalleled track records in terms of quality and
success in their movie careers.

Ongoing Growth in International Movie
Sector. The movie industry has grown
consistently year-on-year over the past two
decades. Box-office receipts, long seen as the
barometer of movie success, continued this
long-term trend in 2006 in the US as well as
international markets, emphasising the global lure
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of Hollywood. Box-office, however, now accounts
for less than 25% of a movie’s total revenues,
and total earnings are predicted to grow at a
healthy rate as the entire marketplace expands.
The recent shift in the perception of the movie
sector from a pure high-risk play to a desirable
asset class and the influx of institutional capital
have served to endorse the portfolio approach

to investment and encourage transparency in
reporting to investors.

Diversified Portfolio Approach. The MPF’s
concept is to invest in a diverse pool of movies,
thereby creating a portfolio of revenue-earning
assets for investors with the potential for long-
term growth. This approach has been validated
and adopted by the many hedge funds and
other institutions investing into slate deals with
Hollywood studios and producers. We believe
that this approach creates the best conditions for
MPF investors to profit from the movie business.

:WM L, 0 Deco

Ur'le%l o

ichazi  ..v

Slamn in n-urr— .
mch® anqd, G
d’szﬁ--t—he V‘{]e

: G TTE
5 anscar as ﬂst ac,
Eh as "The QunefiA !

= arnie
Eil
moahe w4
leq P
VteS‘t,hI’
B
chiod Nadg

Ownership of Film Assets. The MPF invests on
an equity basis in each film, taking ownership of
all available revenue rights on each project. With
box-office receipts accounting for less than 25%
of total earnings, ownership of ancillary rights
such as foreign sales, video/DVD, TV sales and
merchandising is important in generating total
earnings for investors. Equity ownership of the
films it finances will allow the MPF to build up

a library of assets which will not only generate
income in perpetuity, but will create a valuable
asset in its own right. Studios make money

by careful exploitation of film properties over
multiple channels and over time and film libraries
are prized assets. The MPF adopts the same
approach, giving investors further opportunity for
capital growth and profit
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The Hollywood film industry generates worldwide
revenues in excess of $100 billion annually.
According to the Motion Picture Association

of America (MPAA), worldwide box office sales
reached $23.2 billion in 2005 with U.S. domestic
box office receipts growing over the last ten years
from $5.5 billion in 1995 to $9.0 billion in 2005.
Increasingly, the international market is playing an
important role in overall revenue, reaching $14.3
billion in 2005. 2006 has also been confirmed

as another growth year for global movie receipts
with both domestic and international revenues
posting strong gains over 2005. It is important

to note that traditional box office revenues now
account for only about 25% of the total gross of
a movie project.

Film studio revenue growth has also been driven
by home video in recent years with worldwide
home video revenue increasing from $43.0 billion
in 2001 to approximately $55.0 billion in 2004.
Within the home video market, growth has
accelerated since the introduction of the

DVD format.

Studio movies have traditionally been self-
financed at the corporate level but in recent years

Quuioooionouooono

the means of financing movies have diversified
considerably with a number of innovative funding
structures being put in place. New financiers
have entered the entertainment industry, including
Wall St. banks, pension funds, hedge funds and
private equity groups. Such institutional investors
recognise the merits in financing a portfolio of
movies which generate substantial, multiple,
global revenue streams, while also building long-
term asset value. These non-traditional funding
sources now account for at least one third of
studio production budgets and a variety of slate
deals and financing partnerships are in place.
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The MPF will invest principally in a portfolio of
movie projects to be produced either directly or
on a franchise-producer basis by PME, which
will be distributed internationally through major
studio partners. The fund currently has a first-
dollar 5-year agreement in place to co-finance
all of PME’s slate of studio movies. Anticipated to
cover 15 fims, this will form the core of the MPF
slate. The MPF will finance between 10% and
25% of all PME movies on an equity basis, and
will be entitled to proportionate ownership of all
revenue streams from those movies.

Analysis has shown that high returns can be
generated on movie investments in low-cost
productions which may start life without major
studio backing but are capable of “break-out”
success. Recent examples include films like
Napoleon Dynamite, My Big Fat Greek Wedding
and The Blair Witch Project. In partnership with
PME, the MPF also has the opportunity to
co-finance an additional slate of smaller,

yet still mainstream Hollywood movies in the
budget range of $5 million to $20 million.
Partnering with commercially successful
producers and studios across a diversified slate
of movies with assured distribution is the surest
way of producing returns to fund investors, and
building asset value in the fund.
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The gestation period for movies to be produced
and brought to market is normally around 18
months and we anticipate the first significant
returns will occur during the third investment
year. MPF research estimates such returns to
be in the order of 15-25% per annum. Financial
projections for the fund are based on the
following assumptions, which are believed to be
conservative:

1. Up to a 20% stake is secured in each movie
production;

2. The cost of each such investment is within
the range $1m-$13m; and

3. Only one in ten films becomes profitable with
the remainder as total losses.

In this hypothetical scenario the MPF’s movie
slate will produce returns on investors’ funds

of 15-25% per annum. The MPF’s approach is
to maximise its opportunities and reduce the
risks by partnering with the best producers in
the business, securing international distribution
on all releases and acquiring exploitation rights
to all future revenues. It is an acknowledged
industry fact that, over time, all movies show a
positive return. Therefore the prospect of the fund
suffering 9 out of 10 total losses in its portfolio is
believed to be extremely remote.

The MPF offers investors a unique and
outstanding opportunity to invest in an equity
portfolio of film and ancillary rights that over
the medium term is expected to accumulate
significant cash and entertainment assets
which may outperform other conventional
investment vehicles.

The movie sector is a specialist investment area
and as such requires a high degree of technical
skill and hands-on experience. The ability to
source and develop relationships with producers
and creative teams, and to secure competitive and
commercial material, together with the analytical
skills to successfully manage the attendant
investment risks are essential ingredients of the
MPF’s management team and partner colleagues.

The MPF is managed by specialist fund manager
Out Of Obscurity Inc. (OOO), which pioneered

the concept of a portfolio approach to movie

slate investing. OO0 is headed up by Mr. Gordon
Clark, a Chartered Accountant and former Head of
Finance with Standard Chartered Bank, Asia. As a
Director of the MPF, Mr. Clark has worked closely
with PME and its CEO Mr. Douglas Falconer, to
structure and implement the fund’s investment
approach.

The MPF has a strategic agreement in place

with Hollywood production group PME. PME’s
management team have outstanding, second-
to-none track records of movie achievement, as
well as access to top industry talent and movie
projects. The MPF works closely with PME to
ensure the fund invests in a slate of top-quality
mainstream movies with international commercial
appeal to give the best potential return for the fund
and its investors.
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PME was co-founded by Doug Falconer and Barry
Josephson, ex-President of Worldwide Production
at Sony Columbia TriStar and one of the most
successful producers in Hollywood history. PME’s
management team has more than 40 years of
experience in Hollywood and has been successful
in all aspects of fim production, with significant
experience both at the studio level and as
independent producers. Some examples of movies
overseen, developed, produced or distributed by
PME’s management team include Men In Black,
Wild Wild West, In The Line Of Fire, Air Force One,
Get Shorty, Sleepless In Seattle, A Few Good
Men, Sense and Sensibility, Jerry Maguire, My
Best Friend’s Wedding and Erin Brockovich.

PME will produce approximately three new motion
pictures each year, most with budgets in the $35
million range. PME will also joint venture with a
studio partner on a selected basis, providing direct
access to and benefit from the full range of studio
resources while maintaining the creativity, flexibility
and low cost model of an independent production
company. By producing an initial slate of 15 films
in the first four years, PME intends to emulate the
studio portfolio approach to film making.

Barry Josephson is Co-Chairman and President
Worldwide Production of PME. Mr. Josephson

has been responsible for the development or
production of some of the highest grossing feature
films of all time including: Men in Black, Air Force
One, In The Line Of Fire, The Fifth Element, Wild
Wild West, Die Hard 2, The Professional, Anaconda
and Last Action Hero. Barry has recently produced
Like Mike (2003), The Ladykillers (2004), starring
Tom Hanks and Hide and Seek (2005) starring
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Robert De Niro. Enchanted, starring Susan
Sarandon, produced by Mr. Josephson for Disney,
is set for a 2007 release.

Doug Falconer, Co-Chairman, President and Chief
Executive Officer of PME, brings a wide range of
business and creative experience to PME. Doug
was President and CEO of Falconer Entertainment
Group, a location-based entertainment, special
effects and ride film company, and previously
served as a Senior Vice President of IVT, an Internet
company funded by Paul Allen’s venture group
(Vulcan Ventures) and clients included Microsoft,
HBO, Paramount Pictures, United Paramount
Network and Sun Microsystems.

Duncan Clark, President International of PME, is the
former president of Sony Columbia TriStar, and is
renowned for worldwide success in motion picture
distribution and marketing. He has over 25 years of
achievement and honors in the launch of more than
1,000 films including Sleepless In Seattle, A Few
Good Men, Sense and Sensibility, Jerry Maguire,
My Best Friend’s Wedding, Men in Black and Erin
Brockovich. In 2005/06 Duncan headed up the
distribution campaigns for the Steven Spielberg
films War of the Worlds and Munich and he recently
completed work on the 2006 production of the
James Bond film Casino Royale.
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