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Houseof RepresentativesStanding Committee on
Communications, Information Technologyand the Arts

Inquiry into the Future Opportunities for Australia’s Film,

Animation, SpecialEffects and Electronic GamesIndustries

This is a supplementarysubmissionandAnimalLogic is happythat it be madepublic.

As apartoftheCommittee’sconsiderationofmechanismsavailableto assistthe
industriesachievetheircommercialandculturalpotential,it mayconsiderthe
Government’spilot FLIC Schemeas a sourceof ideasandpolicy initiatives.

Therearemanycharacteristicsof theFLIC Schemethatwarrantattention.However,at
this time I would like to focuson one: foreigncapitalraising.

The FLIC Schemeruleslimited foreignshareholdercapitalto lessthan33%.Dueto a
numberof factors,includingunfortunateconfusioncausedin themarketplaceby ATO
pronouncementsatthetime, limited local investmentcapitalwasraisedby bothFLICs.

In thecaseof ContentCapital,of whichI wasadirector,it waspreventedfrom accepting
foreign investmentbeyond33%.It acceptedfundsin returnfor 23%of its issuedshare
capitalfrom onestrategicJapaneseinvestor.However,it missedtheopportunityto attract
additionalJapaneseinvestmentfundamentallybecausethelocal appetitehadnotbeen
sufficientandthepermittedremaininglevel of foreigncapitalwasnot sufficientto
warrantthenecessaryduediligence.

Theforeign investorswerenot eligible for thetaxdeductionthatattachedto local
investment;theirinvestmentwouldnothaveincurredthat timing costto government.

Theinvestmentandtheconsequentialfinancefor investmentin Australianprojectswas
therebylost.

This mistakeshouldnot be madeagain.Foreigncapitalshouldbeallowed,indeed
encouraged,to assistthedevelopmentofAustralianart andenterprise— especiallywhen
local capitalis inadequate.

Wewouldbehappyto assisttheCommittee,theMinister andtheDepartmentin
consideringanddesigningappropriatemechanisms,including thepossibleapplication of
elementsof theFLIC Scheme.

GregSmith
Director,Communications& PublicAffairs
Animal Logic
11 February2004


