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on first do llar re tu rns. T his w ould 
m e an  th a t an  investor w ould  be  
tax ed  o n  cap ita l gains even though  
n o n e  h a d  b ee n  m ad e  an d  any tax  
adv an tag e  for investm ent w ould  be a 
tax  deferral.

T ax  losses can n o t b e  transfe rred  to 
or fro m  a  FL IC  an d  the FLIC  itself 
can n o t m ake a  claim  for deductions 
on th e  expend itu re  of concessional 
capital.

T h e  F L IC  licenses are sub ject to a 
range of restric tions on  foreign and  
ind iv idual ow nership  as well as to 
conditions ab o u t b o rrow ing  an d

capital raising. In  addition, each  
FLIC  m ust p rov ide the m inister w ith 
a  rep o rt every  six m on ths an d  the 
C om m issioner of T axation  w ith a 
rep o rt every year.

T h e  p roduction  industry  sees two 
prob lem s w ith the schem e as p ro 
posed. First, the concessional 
arrangem ents offered are the sam e as 
tha t for 10BA. E ven the opportun ity  
to invest in  a slate of films is possible 
u n d e r  10BA. T hus there  is virtually 
no th ing  new  offered to investors, 
except the p robability  of m uch  closer 
governm en t scrutiny of the ir invest
m ent.

As a result, SPAA (the Screen 
P roducers A ssociation of A ustralia)

and  o ther industry  g roups are highly 
sceptical tha t the FLIC  schem e will 
be sufficiendy attractive to  investors.

Second, the legislative an d  adm inis
trative process of im plem en ting  
FLICs m eans it is unlikely tha t the 
pilo t will be  runn ing  m u ch  before 
the m iddle  of 1999, assum ing tha t 
anyone w ants to invest in  it.

So, in a  year w hen  the g overnm en t 
has red u ced  its direct oudays to 
p roduction  investm ent by  $15 m illion, 
it seem s tha t there  is no t m u ch  h ope 
tha t the FLIC  schem e will a ttract 
sufficient p rivate  investm ent to com 
pensate for the loss.

Nick Herd

From
Aussat eyes o ff Tasman and 
Pay T V

T h ree  A ussat custom ers - 
the A B C , B ond M ed ia  an d  
A A P  - are positioned  to 
p rov ide  T rans-T asm an 
services before A ussat's 
b ra n d  new  satellites are up  
in th e  skies. D irec t b ro a d 
cast p ay  T V  is also on  the 
ho rizon .

O n  J u n e  28, A ussat con
trac ted  to pu rchase  two 
new  satellites from  the 
G en e ra l M otors com pany, 
H ughes C om m unications 
In ternational. T h e  A ussat 
satellites shou ld  b e  in  o rb it 
by  1992-93 an d  are 
designed  to  satisfy b o th  
A ustralian  an d  N Z  b ro ad 
casting a n d  com m un ica
tions com panies.

T h e  H ughes offer to  m an u 
facture a n d  launch  the 
spacecraft for the bargain- 
b asem e n t p rice  of $350 
m illion  has s tu n n ed  critics 
an d  fired  d eb a te  overseas. 
T h e  clue to th e  p rice  lies

w ith the People 's R epublic  
of C h ina  (PRC) w hich has 
offered to prov ide the 
launch  at a  price tha t 
undercu ts its U.S. and  
E u ro p ean  com petition.

T he  different U.S. agencies 
are now  engaged  in a 
fierce deba te  on  the way 
the H ughes deal will 
im pact on  technology  
transfer, trade  an d  national 
security. E urope has also 
en te red  the fray th rough  
the C oord inating  
C om m ittee  for E x p o rt 
C on tro l (C O C O M ) w hich 
m ust approve technology 
transfer to the PRC.

If H ughes is n o t allow ed to 
use the  PR C 's L ong M arch 
rockets, A ussat faces the 
p ro sp ec t o f bo rrow ing  
an o th er $200 m illion for a 
w estern  launch. T ogether 
w ith $90 m illion A ussat 
m ust spend  to u p g rad e  its 
g ro u n d  facilities, this could  
lift A ussat B's overall cost 
to a  m assive $645 m il l io n .^

Network tycoons create 
Australian clones

A ustralia's reliance on 
cheap  U.S. p ro d u c t to fill 
T V  schedules is u n d er
scored  by a  series of deals 
nego tia ted  over the past six 
m onths. V irtually  every 
p ro g ram  p ro d u ce d  by the 
m ajo r U.S. studios and  
netw orks is p rom ised  to an  
A ustralian  netw ork.

T h e  new  T V  tycoons have 
outla id  millions of dollars 
on  exclusive contracts and  
partnersh ips w ith U.S. 
studios to guaran tee  a 
supply  of d ram a  product. 
Since early this year:
- F rank  Lowy's N etw ork 10 
has struck an  exclusive 10- 
year deal w ith 
M C A /U niversal;
- A lan  B ond 's N etw ork 
N ine has tied  up  C olum bia 
Pictures an d  W arner Bros;
- C hris Skase's N etw ork 
Seven has secured  a  three- 
year con tract w ith 
M G M /U A .

P aram oun t appears  to  be  
the only studio w ithou t an  
exclusive agreem ent.
T h e  M C A  In ternational, 
B.V. and  N etw ork 10 
ag reem en t entitles M C A  to 
acquire 10 p e r cen t o f 
N o rth e rn  Star's cap ita l at 
$2.50 a share any tim e 
w ithin five years. M C A  
an d  N o rth e rn  S tar also 
p lan  to explore jo in t T V  
productions w ith an  
"A ustralian content" for the 
in ternational m arket. 
N etw ork N ine's ag reem en t 
w ith T riS ta r P ictures trans
ferred  to C o lum bia  
P ictures earlier this year. 
D etails of the W arn er  Bros 
deal are n o t public . B ond  
M ed ia  also retains rights to 
the T h o rn  EM I S creen  
E n te rta inm en t lib ra ry  of 
2,000 tides.

Skase has signed a  three- 
year ag reem en t w ith  
M G M /U A  for a re p o r te d  
sum  of $20 m illion a  year. * 
Communications Update, June 
1988


