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Overview  

Document Purpose :  This Summary: Business Plan and Funding Proposal is not intended to serve as a 
complete business plan document. Rather, it is intended to present the basic approach and business model of 
Entertainment Productions International (òEPIó), in entering the film and entertainment financing industry, 
with specific focus motion picture gap financing. Parties with serious interest in funding all or a portion of the 
requested $100 million may receive full information from EPI. 

Organization :  Entertainment Productions International (EPI), is a newly organized Nevada limited liability 
company. It is headed by Raymond Williams, CEO and President (see biography). Having provided over $3.5 
billion in financing for real estate projects of all natures over the past 10 years, Raymond EPI and his chief 
associates, affiliates and contract partners have substantial competence in project underwriting criteria and 
methodology. His team has substantial contacts in key positions throughout the film and entertainment 
industries, as well as the ability to access major financial institutions domestically and worldwide. 

Core Strategy :  EPI will finance low-risk, high-return motion picture projects, specifically providing 
òlast in, first outó gap funding prior to the release of films for general distribution with exceptional 
security. 

Revenue Model : Revenues and profits are generated by receiving a higher return on funds loaned to 
sponsors of film projects than our cost of capital and business expenses. Returns include not only interest but 
also an appropriate combination of profits participation, revenue sharing, or bonus points. 

Risk Mitigation : Security is provided and risk is mitigated through: 

1. Sound project underwriting and selection process based on solid criteria 

2. Collateral provided by credit-worthy film studios and producers, including pledge of guaranteed 
distribution contracts 

3. Use of banks and/or other financial institutions to control the flow of funds 

4. Position as beneficiary for completion bonds from rated insurance companies 

Funding Request : EPI seeks $100 million in private capital as a loan to fund the film projects and business 
model outlined herein. The structure, type and amount of return on this investment will be negotiated. 
Disbursement of the funds will be handled through an independent agent agreeable to the investor. 

Low-Risk Business Model  

Gap Funding Need : Gap funding is defined as providing the bridge loan capital required by film studios 
and producers, after primary equity and loan financing has been procured, to complete all requirements of film 
making prior to the release and distribution of the motion picture. Studios usually employ bank lines of credit, 
private capital, or their own cash to make a movie. However, it is common that a ògapó exists between the 
amount of capital so procured and the final financial requirements for film completion and release. 

Business Model : EPI will provide this gap funding for less than 30% of the total budget: (1) to complete 
film production projects, and (2) to finance carefully identified promotion and distribution activities in which 
we can gain a secured position. Our gap loans are provided as the last funds required to complete the film and 
are collateralized by studio distribution agreements and completion bonds. This business model allows us to 
invest in film projects with substantially reduced risks as compared to primary film financing. 
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We function as a secured lender only. We are not in the business of taking equity positions in or in producing 
or distributing motion pictures (feature films, documentaries or short subjects) or other entertainment projects.  

Revenue Generation : We generate revenues through interest earned on loans to film producers and 
studios, profits participation in gross film sales, and bonus points. Interest rates are negotiated in the range of 
12% to 18%.  Our combination of participation in gross film sales over one to five years and bonus points 
might range up to 10% of total film revenues.  In addition to Gap Funding, we can also arrange for total film 
financing through other capital sources, receiving loan origination or finderõs fees for this service ranging from 
1% to 5% of the total financing arranged.  

Gap Funding Opportunities : Film projects have three primary stages: (1) production, (2) initial theatrical 
release, and (3) secondary market release (including DVD). We will provide two types of gap funding within 
this film production and distribution process, as summarized below: 

1. Film Production:  Loans to finance the difference between primary capital and total costs of film 
production. Repayment of this loan principal, plus interest and fees, occurs prior to the release of the 
film for distribution, or prior to delivery of the film to the distribution studio. Because we will have a 
lien on the film property, this lien must be released (our loan repaid) prior to film release. 

2. Film Distribution: An additional set of costs and financing requirements accompany the initial screening 
and distribution to initial channels, and subsequent general distribution of a motion picture. Again, 
producers and studios arrange for primary financing for these requirements. However, EPI can also 
provide the gap funding necessary at the stage of initial distribution, collateralized by distribution 
contracts. These loans are repaid prior to general distribution.  

Loan Structure : Loans might be from $500,000 to $5,000,000 per film with an average of approximately $2.5 
million. These amounts would usually equate to 5% to 10% of total costs, with a 30% of loan-to-budget 
maximum. Interest might range from a low of 12% to a high of 18% (depending upon state usury law 
considerations). Participation in gross film revenue generated upon release will range from 0.5% to 10% for 
one to five years. In general, our loan principal outstanding would range from 90 to 180 days with repayment in 
one lump sum. 

Borrowers and Collateral : Borrowers will include major studios and credit-worthy independent film 
studios; producers; or distributors. Studios need capital to produce films; distributors require cash to market 
and distribute films through various media channels, such theatrical release, DVD sales, cable, etc. 

Collateral will include a pledge of the distribution contractñwe will not lend gap funds without a distribution 
contract. For production projects, a completion bond in our favor from a rated surety will also be required. 
Even though the specific film and its revenue-generation capability is the primary asset to secure the loan, the 
studios and independents with which we will do business have other assets (including film libraries, plant, 
equipment, securities, cash, etc.) to secure the debt. 

Security Interests : More specifically, either EPI directly, or the bank to which we lend funds, has a 
perfected security interest in the specific film project and other assets pledged by the borrower. The security 
interest includes the actual film negative and underlying materials (video, sound elements, physical material, 
etc.). We will not subordinate our security interests to other creditors. Although highly unlikely, in the event of 
a total default and the film is not completed, the surety providing the completion bond will provide for 
completion of the film. Our security interests in the borrowerõs assets will perfected and put on public record 
in various ways, including: Uniform Commercial Code (UCC-1) state filing; bank records as a secured interest; 
copyright recordation; public notice through the Screen Actorsõ Guild (SAG) and Writersõ Guild of America 
(WGA); completion bond lien. 
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Funding Process and Repayment : Once due diligence is completed and other underwriting 
requirements have been met, we will deposit funds, or post a letter of credit, with a bank or other financial 
institution which serves as disbursing agent through an escrow account.  

We can make loans in one of two basic ways: (1) directly to the studio or borrower, through a 
disbursement agent; or (2) to a bank or other financial institution which in turn makes the 
collateralized loans to the borrower. We are repaid our loan principal either directly by the borrower or 
from the bank; we must be repaid before a film can be released initially for a production loan, or prior 
to general public distribution for a distribution loan. We might choose to fund through letters of credit 
rather than cash deposits. 

Steps in Film Financing Process : Here are more specific steps in the process of providing gap funding  
for films produced and distributed by major and second-tier producers and distributors: 

1. Studio conceives of film project. EPI works with studios in advance planning to review and coordinate 
financing for films in the pipelineñapproved for production, and pending distribution. 

2. Studio approves and authorizes project for go-ahead for film production company. Script, director, 
casting, etc. are approved. 

3. Studio arranges for primary financing, usually committing to approximately one-third of production 
budget from its own resources. 

4. Production company handles all aspects of producing the film, including all financing and completion 
bonds, through delivery to the studio. Film production company must obtain financing commitments 
above the amount committed by the studio. 

5. Production company usually works with banking institution to arrange total financing package. Bank 
serves as disbursement agent for all funds. 

6. EPI works with production company and directly with their bank, as needed, to complete gap funding. 
We might actually help to arrange primary financing for the production company. 

7. Upon film completion (approximately 9 months average from conception to production completion), 
studio repays bank and/or EPI (and the bank pays us, as needed), to obtain clear title to the film. 

8. Upon payoff of all liens, film is released by bank and/or EPI for distribution. 

9. Studio markets and distributes the film through agreements in place. 

10. Studio makes participation and bonus point payments to EPI during the life cycle of the film. 

Underwriting and Funding Criteria : We will select only high-quality projects meeting these and related 
underwriting criteria: 

1. Top-rated actors, film producers and directors;  

2. Financial strength and asset base of the borrower (studio, independent, distributor, etc.); 

3. Distributorõs channels, relationships, track record, territories, relationships, documentation; 

4. First class production studios and distributors;  

5. First lien, non-subordinated security instruments including distribution contracts, completion bonds; 

6. Solid film marketing plan, including participants, and acceptable budget in place; 

7. Institutional disbursement agent through an escrow account; 

8. Documentation providing for òfirst outó repayment upon receipt of initial film revenues; 

9. Funding amounts between $1 million and $10 million and not exceeding 30% of total budget; and 
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10. Interest and participation yields meeting objectives of 15% to 60% total ROI. 

Other Requirements and Opportunities : EPI might arrange for other services to be provided, either 
for additional fees or as a part of our need to assist the borrower to complete satisfactory arrangements prior to 
our providing the gap funding needed: 

1. Arranging for Primary Financing:  As indicated, we might arrange for complete film financing through 
our various capital sources. We will negotiate appropriate fees. 

2. Completion Bond Arrangements:  As insurance against the improbable circumstance of a production 
companyõs inability to complete a film project, a completion bond is in place and called upon to 
provide any additional capital requirements for other industry professionals to take over and complete 
the project. EPI, as necessary, can help to arrange for the placement of a completion bond. 

3. General Insurance: If necessary, we can assist the production company to arrange for general project 
insurance coverage. 

4. Alternative Investments: From time to time we might consider secure equity ownership opportunities 
which might have particularly attractive financial benefits, such as the purchase of tax credits. Also, as 
we progress in establishing our film funding capabilities and reputation, we might consider the role of 
co-producer of certain films which would not increase our risk but would enhance our return. 

Application and Control of Funds: Of the $100 million requested, approximately 5% will be used for 
overhead, marketing and travel, due diligence, and contingency, with 95% being invested directly into film or 
related entertainment projects. With an average of about $7 million per loan, we could have approximately 13-
14 film projects funded at any one time. After an initial ramp-up period of six months or so to full invest the 
$100 million, with an average loan period of six months, we could fund approximately 26-30 projects per year. 

The $100 million in funds will be deposited into a secured escrow account administered by an institutional 
disbursement agent satisfactory to the investor. Our account will be audited each year by a reputable 
independent CPA firm. 

Interim Investments : Pending the investment of funds in secured film loans, we will hold our capital in 
appropriate secured short-term investments. All funds will be administered by an independent agent. 

Leverage: It is possible that with the banking connections available to EPI, the $100 million could be 
leveraged to $200 million or $300 million or more if the market demand warrants. The cost of capital to EPI to 
leverage the $100 million is less than the return on funds invested. Therefore, not only will leverage increase 
our capital available to create more project funding opportunities, but it will also increase the overall yield to 
EPI on the initial capital invested. 

Marketing  Strategy  

Relationship Marketing : Marketing our financial services will be handled primarily by referrals through the 
numerous significant relationships already established by EPI and its affiliates in the film industry. We will 
produce appropriate collateral and informational material but do not plan a general advertising campaign at this 
time. Targeted executives at major and independent film studios, distributors, and producers might receive 
direct mail or other solicitation. 

Packaged Proj ects : Through our relations we will identify film projects ready to begin production as soon 
as funding is completed. These òpackagedó film projects are already approved by the production studio, 
including the script, director, production team, primary actors, schedule, production, budget, marketing plan 
and distribution arrangements. 
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Growth Strategy : Our initial funding will include the òlow hanging fruitó of projects made available through 
our existing industry contracts. Because all of our projects financed will receive the same scrutiny and must 
pass the same test of underwriting criteria, we will fund projects at any stage of development commensurate 
with our security criteria. 

International Operations : In time we will expand to international operations, but the United States 
domestic market will be our focus for the first three years. 

Film Industry  and Market  

Additional Information : Only brief summary information concerning the film industry and the market is 
presented here. More complete data concerning the film industry and market characteristics can be obtained 
from EPI upon request. 

Industry and Market  Size: The worldwide market for films of all types approximates $23 billion annually. 
(Source: Motion Picture Association of America, or MPAA.) There are approximately 500 films produced each 
year in the United States alone, including about 150-175 from major studios; 100 or more from top 
independents; and another 200-250 from other independent filmmakers. 

Total production budgets in the U.S. approximate $8 billion annually. The film industry grows at 2% to 3% or 
more per year, with DVDs exploding in growth rates above 40%. The current worldwide market for U.S. films 
is at least $25 billion annually.  In 2009, the global movies and entertainment sector is forecast to have a value 
of $173 billion, an increase of 33.9% since 2004. By 2010 the U.S. film an entertainment industry is forecast to 
be valued at over $45 billion. Our objective is to provide gap funding for 24-30 films annually from the 250 to 
300 produced by the major studios and independents. 

Major and Other Significant Studios: Among others, the following significant production studios 
distributors are candidates for our services and represent organizations with which we have relationships: 

Buena Vista Pictures DreamWorks, SKG Metro-Goldwyn-Mayer Paramount Pictures 

Walt Disney Pictures Sony/Columbia Pictures Lions Gate Entertainment Warner Bros. 

Universal Studios 20
th
 Century Fox Weinstein Company Amblin Entertainment 

 

Competitive Analysis  

Playe rs in a Competitive Market : Traditional sources of capital for the film industry include banks, 
private investors, film industry distributors, and others. It is a very established industry filling a substantial 
demand. However, many firms do not generally offer gap funding such as to be provided by EPI. And market 
conditions and regulations have stifled many prior participants in funding gap loans for film production and 
distribution. The following parties represent a cross-section of the types of funding sources available to film 
studios and production companies: 

Studio funding and joint ventures Venture Capitalists Estate planning companies 

Accredited investors Pension Funds ӞIndustry venture companies 

Corporations or other partnerships Film distributors and promoters Banks, Insurance Companies 

Foreign sales & promotion companies Foreign pre-sales (foreign dist. rights) Directors and Stars 

Equity Investment Companies ӞIndependent film producers Theater owners 

Grants for documentaries ӞPrivate Development Companies Cable companies (HBO, etc.) 
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Competitive Advantages : Among our direct competitors, such as private capital and certain funds, EPI 
offers key competitive advantages to assure our market share pursuant to our proformas: 

Á Readily available cash in larger sums:  With the $100 million funding capability, we will be able fund 
projects that our competition might not pursue, and be òin the marketó more often than fully funded 
and òout of the market.ó 

Á Additional Partnering Services:  As represented here, we can work with studios and production 
companies to help arrange for total financing, for surety completion bonds, and for other requirements 
of film production as a true partner. 

Á Entire Focus on Gap Funding:  We are focused and prepared to engage in gap funding as our primary 
investment model; we are not distracted as are most large financiers with offering a multiple range of 
loans to a diverse audience of target borrowers. 

Á Industry Relationships and Experience:  Our film industry relationships are exceptional, and our past 
history of financing on a large scale enables us both to initiate and to respond to lucrative market 
opportunities for creating our niche in the film financing industry. 

Strategic Alliances : Through our existing industry relationships and those to be forged, and as our 
reputation and track record grows, we will create alliance partnerships with studios and production companies 
to further establish for EPI a growing and profitable share of the film financing business. 

Risk Mitigation  and Critical Success Factors  

Key Risk Factors : There are several factors inherent in the film making and film financing industries that we 
have deliberately designed our gap funding and related loan programs to mitigate. Left unaddressed, these risks 
would compromise our ability to receive the repayment of our loan principal and jeopardize the receipt of our 
expected return on investment in the form of interest and participation benefits.  

Here is a partial listing of key risks inherent accompanying the film industry and how we neutralize them to 
assure our return of capital and receipt of expected ROI: 

1. Project is Not Completed: The production company might begin a film but for whatever reason, it is 
not completed. EPI has now loaned money against an uncompleted film property. 

MITIGATION: This is unlikely because there is so much capital invested ahead of oursñwe finance no 
more than 30% of total production budget, and usually no more than 5% to 20%. However, the 
purpose of the completion bond is that in the unlikely event that the production company fails to 
complete the film project, the company issuing the completion bond (the insurance company or surety) 
can step in and complete the film. Our expertise also ensures a solid working arrangement with the 
surety to protect our interests, if necessary. Completion under these circumstances might include 
significant changes in personnel, production schedules, etc. but the project will be completed. 

2. No Distribution:  On average at least 25% of films produced are never released for general distribution, 
or donõt realize any significant revenues because they do not have any solid distribution contracts. 

MITIGATION: All our film projects will have distribution contracts in place with reputable and proven 
distributors and marketing agents. 

3. Lack of marketing:  A significant number of films are unprofitable, or generate lower than anticipated 
revenue due to inadequate marketing. 
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MITIGATION: We review and approve the marketing plan and budget prior to lending on a film project. 
There must be an experienced team exhibiting a stellar track record in place. 

4. Requirement to foreclose security interest:  If in the highly unlikely event we were forced to foreclose 
any of our security interests in the film property, or in other assets of the borrower, in order to recoup 
our loan principal and receive our investment return, it could be a cumbersome, time-consuming and 
expensive endeavorñand then we have to liquidate the assets in order to recoup our investment. 

MITIGATION: Our security documents are drawn in such a fashion to mitigate these problems. We have 
immediate rights to seize and control assets. Through our industry contacts and relationships, we not 
only have the legal right, but also the operational capability, to pick up the film property at any stage of 
production or distribution to complete the required process to complete, market and distribute the film. 

5. Fraud: Lenders can be duped in any number of fraudulent ways to lend on projects with unscrupulous 
borrowers or using assets as collateral that do not have the actual value represented.  

MITIGATION: Our many yearsõ of successful lending in the difficult residential and commercial real 
estate markets have resulted in our establishing methodologies for underwriting, background checks, 
and financial records examination to insure against our becoming fraud victims. The same principles, 
coupled with our outstanding legal and accounting team will substantially mitigate against fraud. In 
addition, all funds are disbursed with appropriate documentation through an institutional third-part 
administrator or disbursing agent which provides funds control. 

6. Financial Strength of Guarantors:  The borrower or guarantor might become insolvent, become 
delinquent in paying their obligations, or fail to keep their agreements. 

MITIGATION: Our underwriting includes a thorough review of the financial statements, payment 
histories, creditor experience, and history of repayment of it loans and other obligations. Our standards 
include working with major players, including independents of substantial financial strength. The 
studio cannot receive the film from the production company, or release it for distribution, until 
our liens are satisfied and all principal and interest or bonus payments due have been received. 
If necessary, we can foreclose our secured position, take possession of the film, and either complete 
production or execute our pre-determined marketing and distribution plan. We can also call upon the 
surety providing the completion bond for payment. Because we are financing only 30% or less of 
budget costs, we have substantial prior capital invested to assure that our risks are minimal. 

7. The Film Bombs at the Box Office: Despite everyoneõs best efforts, it is possible that the film will be a 
dud at the box office and lose money. 

MITIGATION: When we lend on the production stage of films, which will be our preference, we are paid 
in full prior to the film being releasedñour repayment of principal and basic interest is not dependent 
on the commercial success of the film. When we lend during the distribution stage of the film, we have 
already assured that solid distribution and marketing is in place and handled by successful and 
financially strong firms. After initial distribution, the film cannot be marketed into general distribution 
prior to our repayment. The secured assets and guarantees of the distribution company provide security 
for such loans. Only our bonus participation profits over time would be at risk, and this will be 
mitigated by our prior underwriting of the film production team. 

8. EPI Management Team:  The risk that the management team of EPI will not be adequate to the 
challenge of successfully managing a fund of $100 million must be considered. This is a start-up film 
financing company with no prior track record in this industry. 
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MITIGATION: The EPI management team has a successful 10-year track record of profitable growth in 
the real estate financing industry. No investor has ever lost money investing with this team. In addition, 
the team assembled to provide gap funding for the film industry, including staff and contract personnel, 
as well as outside professional attorneys and accountants, knows the business well.  

9. Single Project Disaster: Despite all the mitigating factors, it might be possible for disaster to strike and 
for any individual project to lose money and not be able to repay the loan invested by EPI. 

MITIGATION: We deliberately are diversifying our portfolio and will not invest more than $10 million 
(10% of our total funding) in to a single project. This òdisasteró risk will be spread among 12-15 or 
more projects at a time, virtually assuring that a problem on one would not seriously damage the overall 
principal and yield requirements of the overall fund. 

Critical Success Factors : In addition to those listed under the MITIGATION headings above, the 
following factors are considered by Management to be critical to insuring the success of EPI: 

1. Profitable film revenues are not solely a function of the past box-office success or critical acclaim of 
screen writers, directors, producers or actors, or of the track record of the production studio. 

2. Distribution contracts and effective promotion and marketing are key to achieving profitable film 
revenues. Ultimate film success depends upon public appeal, including òbuzzó and industry recognition. 

Timing and Exit Strategy  

Self-sufficiency : Within a five-year time period, EPI expects to be self sufficient and have fully repaid the 
initial capital of $100 million. By this time it will have available its own institutional credit lines and can largely 
fund investment loans from its own working capital and these lines. 

Initial Project Funding : Our objective is to have three projects funded within 90 days of raising our $100 
million in capital, averaging one project per month during this period. Our first full year of operation might see 
us fund only half to two-thirds of the total 24-30 projects per year, to be realized in our second year.  

Exist Strategy : Management is presently keeping its options open concerning an ultimate exit strategy for 
EPI. Within a 5-7 year time period, the Company could entertain a leveraged buyout; acquisition by a major 
industry player; an initial public offering; private sale; or retention and continued operation.  
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Proformas  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Income  Statement Proforma: Five Years  

Pursuant to the assumptions contained in the body of this Summary. 

Based on funding of $50 million. To be refined as necessary. 

  Year 1         Year 2           Year 3           Year 4         Year 5 
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Cash Flow Proforma: Five Years  

Pursuant to the assumptions contained in the body of this Summary. 

Based on funding of $50 million. To be refined as necessary. 

   Year 1        Year 2           Year 3           Year 4         Year 5 


