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Headquartered in Toronto, Canada, Peace Arch Entertainment Group Inc. 

(AMEX: PAE) produces, acquires and distributes motion pictures and tele-

vision programs for the worldwide market. The Company is engaged in the 

following mentioned activities: 

• Production o f feature films, television and specialty programming 

• Acquisition of feature films, television, and specialty programming 

from other producers and distributors 

• Licensing of feature films, television and specialty programming to 

third-party distributors around the world 

• Distribution of feature films, television, and specialty programming in 

Canada, the United States and other territories 

Peace Arch carries out all of the above-mentioned activities through three 

divisions — film, television, and home entertainment. Each of these operat-

ing divisions have been discussed in detail below: 

 

Peace Arch’s film division (motion picture) develops, packages, finances 

and produces new movies. The Company produces three to six films every 
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year for international theatrical distribution (including film festivals 

held at Cannes, Venice, and Toronto) and an additional ten to twelve 

DVD or television premieres. Most of these operations are based in 

Canada primarily to take advantage of Canadian tax credits and inter-

national film subsidies. Peace Arch distributes its own films and 

acuired movies under the Peace Arch Films and Archetype Films ban-

ners. The primary difference between the two banners is that Arche-

type Films concentrates on lower budget films in the horror, thriller, 

science fiction and action genres and is targeted at the DVD and pay 

television audiences around the world, while Peace Arch Films con-

centrates on motion pictures in all genres intended for theatrical re-

lease. 

 

 

 

Peace Arch’s second operating division — Peace Arch Television — produces mini-

series, movies of the week & lifestyle series, and television documentaries. The Com-

pany has an ongoing agreement for co-financing and co-producing projects with Show-

time Cable Network. Peace Arch directly licenses these projects to the U.S. and Cana-

dian broadcasters, cable, and satellite television companies and sub-licenses outside 

North America. 

 

 

 

 

 

 

The Company’s third operating division is its Home Entertainment section. This divi-

sion primarily comprises the activities of KaBOOM! Entertainment Inc. — one of the 

leading distributors of family oriented DVDs and related products to every major retail 

and rental outlet in Canada. It is a direct supplier to Wal-Mart, Best Buy, and Loblaw 

with product lines including top-notch labels of Sesame Workshop, Nelvana, and Lions 

Gate Films. Peace Arch acquired KaBOOM! Entertainment, Inc. in January 2006. 
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Peace Arch generates revenue from the above-mentioned three operating segments. For the three 

month ended February 2006, the revenue contribution by each of these three operating divisions was 

as follows: 

 

 

 

 

 

 

 

 

 

 

 

 

 

Though headquartered in Toronto, Peace Arch has offices in Vancouver, Los Angeles, and the U.K. as 

well. The Company’s stock is listed both on the Toronto Stock Exchange (PAE.LV) and the American 

Stock Exchange (PAE). The various subsidiaries through which Peace Arch operates includes: Peace 

Arch Entertainment Group Inc; Peace Arch Motion Pictures Inc., Peace Arch LA, Inc; Peace Arch 

Films Ltd; The Eyes Project Development Corp; Peace Arch Television Ltd; and KaBOOM! 

Entertainment Inc.  Peace Arch generates revenue from Canada, the U.S., U.K. and other foreign 

countries. In the fiscal year ended August 2005, the revenue generated from each of these countries 

has been presented graphically below: 
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Howsam, expects this transaction to mark an important milestone in the Company’s history and add to its 

revenue base. The transaction is also expected to add value to the  

Peace Arch is expected to register both organic as well as inorganic growth going forward. The acqui-

sitions of KaBOOM! Entertainment in January 2006 and the recently announced acquisition of a 500 

title film library from Castle Hill Productions and Dream LLC should help the Company post impres-

sive growth in earnings going forward. Additionally, Peace Arch has significantly increased its pro-

duction pipeline and plans to aggressively enter the U.S. markets in the near future. A competent man-

agement team and favorable tax credits in Canada further add to the attractiveness of the stock. Some 

of the key highlights, which make us largely optimistic about Peace Entertainment’s future growth 

prospects, have been outlined below:  

 
• Acquisition of KaBOOM! EntertainmentAcquisition of KaBOOM! EntertainmentAcquisition of KaBOOM! EntertainmentAcquisition of KaBOOM! Entertainment 

The acquisition of KaBOOM! Entertainment, Inc. in January this year has helped to boost Peace 

Arch’s revenue. KaBOOM!  is one of Canada’s leading home entertainment companies and has 

witnessed success in the Canadian marketplace through distribution of its family-oriented DVDs 

and related products. It handles products from leading entertainment industry companies includ-

ing Maples Pictures, Lionsgate, Nelvana, and Sesame Workshop. 

KaBOOM! has formed Peace Arch’s Home Entertainment division 

and accounted for 69% of Peace Arch’s revenues the three months 

ended February 2006. Peace Arch has retained KaBOOM!’s president 

Berry Meyerowitz to head Peace Arch’s Home Entertainment divi-

sion. For the twelve months ended April 2006, KaBOOM! posted its 

best results ever, with revenue and EBITDA of CAN$ 25.6 million 

and CAN$ 2.9 million, respectively. KaBOOM! is expected to continue to play a significant role in 

the future growth prospects of Peace Arch. Once the integration of KaBOOM! and Peace Arch is 

completed, management plans to expand its DVD distribution capabilities and its operations to the 

U.S. as well.     

 

• Acquisition of Film LibraryAcquisition of Film LibraryAcquisition of Film LibraryAcquisition of Film Library 

Peace Arch’s recent agreement for the acquisition of its first film library (a 500-plus collection) from 

Castle Hill Productions and its partner Dream LLC is expected to boost the Company’s future reve-

nues. The library has shown consistent profits in the past with significant distribution rights avail-

able for immediate licensing. It has a number of classic titles including some recent titles and genre 

titles, which match the Company’s own current genre production.  As a result, the cash positive 

library is expected to add to Peace Arch’s future earnings. Management plans to fund this acquisi-

tion primarily from the significant amount of cash flow expected from the library’s current  

 Investment Highlights 
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 receivables itself. Peace Arch’s CEO,  Gary Howsam, expects this transaction to mark an important 

milestone in the Company’s history and add to its revenue base. The transaction is also expected to 

add value to the existing library of Peace Arch and provide a steady source of earnings and cash 

flow contrary to the Company’s traditional uneven revenue from film and television production. 

Since 2003, Peace Arch has built a library of 18 feature films, 60 television episodes, and three docu-

mentaries. Prior to that, the Company held an additional 200+ hours of filmed entertainment.   

 
• Growing Production PipelineGrowing Production PipelineGrowing Production PipelineGrowing Production Pipeline 

Peace Arch production pipeline is also on an upward trend. Since 2006,  the Com-

pany has put eleven new films and one mini series into production. This marks a 

significant increase compared to the production pipeline last year. Two of the theat-

rical films currently being produced by Peace Arch include Chapter 27 (starring 

Lindsay Lohan and Jared Leto) and a comedy called Delirious (starring Steve Bus-

cemi, Michael Pitt, Alison Lohman, and Gina Gershon). The Company would also 

be participating in the Cannes film festival in May 2006 with low-budget movies 

including Heartstopper, Warriors of Terra, Five Girls and The Last Sect. Management 

believes that the product of these films is good and is currently making deals with 

distributors worldwide. The Company’s slate of 11 new feature films to be marketed at Cannes for 

international distribution reflects the significant growth in the Company’s operations since the be-

ginning of the fiscal year September 2005. Going forward, Peace Arch is expected to produce or 

acquire at least six films a year for the Peace Arch Films label and ten to twelve genre films for the 

Company’s Archetype Film label. Additionally, the Company will do another four to six TV mov-

ies a year. These numbers look impressive and would help Peace Arch post earnings growth in the 

near future.        

 
• PartnershipsPartnershipsPartnershipsPartnerships 

The Company has entered into strategic partnerships in the past, which 

will help it post growth in revenue and earnings in the future. The vari-

ous partners of Peace Arch include Showtime cable network with 

which the Company co-finances projects that premiere on Showtime in 

the U.S. However, Peace Arch retains all the distribution rights outside 

the U.S.  The Company has recently announced that they will soon begin the second production 

phase with Showtime — a ten-hour mini series.  

 

Additionally, Motion Picture Distribution LP distributes all of Peace Arch’s film productions in 

Canada, Spain and U.K. The third significant partner of Peace Arch includes Genius Product, Inc.  

Peace Arch recently announced a multi-picture U.S. DVD distribution agreement for Archtype pro-

jects with Genius Products.  
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• Competent Management TeamCompetent Management TeamCompetent Management TeamCompetent Management Team 

Peace Arch is backed by an experienced and capable management team, which is expected to play 

a significant role in the Company’s future growth path. In the recent past, Jeff Sagansky, Kerry 

McCluggage, and Gary Marenzi have joined the Company’s senior advisory board. Jeff Sagansky 

is the former president of Pax Network and the CEO of Sony Entertainment Television. His past 

experience is playing an important role in creating a high profile for the Company in the entertain-

ment industry. Kerry McCluggage is the former head of Paramount Television and is helping with 

Peace Arch’s television activities. Additionally, Gary Marenzi ran international sales for Para-

mount television before joining Peace Arch. Mr. Marenzi is handling the Company’s international 

television sales and is expected to play a significant role.  All three of the senior advisers have years 

of experience in international television and are expected to provide the requisite guidance for ex-

panding Peace Arch’s operations to the U.S.  
 

• Favorable Canadian Tax LawsFavorable Canadian Tax LawsFavorable Canadian Tax LawsFavorable Canadian Tax Laws 

With its operations based in Canada, Peace Arch stands to benefit from the 

favorable tax credits made available to English-based film and television pro-

ducers in Canada. With offices based in both Vancouver and Toronto, Peace 

Arch is able to capitalize on the favorable Canadian attractive tax incentive 

packages. As for the provisions of the Income Tax Act (Canada), Peace Arch is 

entitled to a federal tax credit of 15% of the eligible cost of production. The 

credit is calculated based on each individual production and is available only 

to taxable Canadian corporations. Peace Arch has claimed refundable federal 

tax credits arising from the delivery of film and television programming to 

the tune of $2.969 million and $3.252 million in 2004 and 2003, respectively. 

Given the fact that independent production companies are generally able to produce at a lower 

cost given the access to higher levels of government financing initiative, companies like Peace Arch 

with a Canadian base (though operations are spread over the world) stand to gain.   
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The Canadian Feature Film production and distribution industry has two segments, the studios and 

the independents. The former are typically multi national enterprises, which handle their own produc-

tions starting from developing and financing right up to completion and distribution. All others are 

known as independents. Peace Arch is an independent engaged in developing, financing, and produc-

ing their own films and then licensing their distribution rights worldwide. The current feature film in-

dustry is going through a period of growth with the North American box office posting impressive 

records. Outside North America, Europe is the dominant market for independent films followed by 

the Asia/Pacific region and Latin America.     

  

The Canadian Government has taken concrete steps to encourage the development of Canadian Fea-

ture films. Due to the economic challenges involved in film production, government bodies including 

Telefilm Canada, and CBC Television have provided film funding. Together with the National Film 

Board of Canada; Telefilm Canada; the Canadian Television Fund; the Canada Council for the Arts; 

provincial governments; the private sector; and Canadian Heritage, the strong domestic film and video 

industry will be stustained in Canada. Through the Canadian Audio-Visual Certification Office 

(CAVCO), the Department also co-administers Canada's film and video tax credit programs with the 

Canada Revenue Agency. As for data provided by Government Expenditures on culture, Statistics 

Canada, the federal government expenditure on films and video, reached $1.6 billion in 2002 repre-

senting nearly 50% of total government spending on culture.      

 

The major production centers in Canada include Toronto, Vancouver and Montreal. Apart from shoot-

ing and postproduction activities, filmmaking involves working with distributors who take care of the 

marketing, promotion and distribution of these films. The distribution sector of films is dominated 

 Industry Analysis 

Government expenditures on film, video & broadcasting ($000) 

  1997-98 1998-99 1999-00 2000-01 2001-02 

Film & Video:           

Federal government 301,669 292,547 294,072 305,945 328,585 

Provincial governments 56,891 59,268 71,190 73,203 86,891 

Broadcasting:           

 Federal government 1,367,574 1,463,394 1,451,622 1,477,341 1,585,541 

Provincial governments 157,741 178,940 175,018 163,781 178,939 

Data source: Government expenditures on culture, Statistics Canada  
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 by subsidiaries of foreign entertainment multinationals, which hardly take an interest in distributing 

Canadian films. Therefore, Canadian policy focuses on ensuring that there exists a viable domestic dis-

tribution sector for the distribution of Canadian films. The major Canadian film distribution compa-

nies include Alliance Releasing, Norstar Releasing, Malofilm Communications, and Astral Communi-

cations. The National Film Board of Canada is famous for its animation and documentary production. 

However, they are small compared to the major American film production companies like Warner 

Bros, Paramount, Fox, Universal, Disney, or Independent distributors like Lion Gate or Newmarket in 

the U.S. Canadian film distributors face many challenges from these foreign-owned 'majors' who 

dominate the market with an 83% share of theatrical distribution revenues and 47.6% of home video 

distribution revenues. 

 

The movie industry in itself has enormous po-

tential. It is one of the most exciting, challeng-

ing, educative and informative businesses in 

the world. The earnings from a single movie 

can cross $1 billion. Prior to 1985, motion pic-

tures had only one major revenue source, the 

movie theatre. Today, after a film is released in 

theatres, it is typically released on Pay Per 

View television and for sale or rental on video-

cassettes and DVD’s. This is then followed by 

an exhibition on pay television, basic cable, and 

network television and finally on syndicated 

television sets. In 2001, worldwide gross revenues from films in all territories and media amounted to 

over $40 billion. Industry statistics reveal that the past ten years have marked an overall increase of at 

least 30% in many "ancillary markets" and over 200%, as in the case of home video. The fact that a 

movie can be exploited in a number of markets has reduced the investment risks and increased poten-

tial for earnings. The revenue generated by the different medias in Canada are presented in the graph 

above. The data has been sourced from Statistics Canada (http://www.statcan.ca/).  

 

However, Canadian films usually fail to recover their production costs at the box office. There are 

some very concrete reasons behind this. First, the Canadian film industry directly competes with its 

U.S. counterpart. The production costs are similar in both places, but the Canadian Film makers hardly 

have that kind of capital to compete with U.S. films. Most Canadian films are thus character driven 

dramas or comedies, which appeal more to critics than to masses leading to much lesser revenue. Sec-

ondly, the distribution networks for Canadian movie theaters are largely controlled by the U.S. movie 

system and Canada happens to be the only non-U.S. country that is considered part of the domestic 

market by studios in Hollywood. Another factor that accounts for this is the fact that a major part of  

Revenue Dis tribution in Canada
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 the audiences completely dismiss the Canadian films as significantly inferior to the 

Hollywood films. This has no connection to reality, but has considerable impact as 

far as revenue generation is concerned and poses as an obstacle to the Canadian film-

makers. Canadian films continue to perform poorly in Canada. The box office earn-

ings of Canadian films are only around 2% of the total Canadian market. 

 

 

 

 

Despite all this, Canadian cinema has earned an enviable reputation abroad. It has 

participated in numerous prestigious film festivals and also brought home many 

awards. The national Film board of Canada won 10 Academy Awards. Canadian 

films has recieved many awards at the Cannes festival. These major successes speak 

volumes of the potential and talent that Canadian creators possess and the success 

that the Canadian film industry is capable of achieving. 
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The film and television industry is a highly competitive one, where threats come from all corners, such 

as the entertainment industry and other leisure activities like travel, sports, outdoor recreation and cul-

tural events. Peace Arch Entertainment has to compete with leading suppliers of film and television 

programming, major motion picture studios, national television networks, and the independent film 

and television production companies. Lions Gate Films (NYSE: LGF), Dreamworks Entertainment 

(NYSE: DWA), and Miramax Films, the major competitors of Peace Arch Entertainment, have a domi-

nant position in the market by virtue of their access to stars, creative talents, and independent distribu-

tors and film financing sources. Most of them are well-capitalized independent production companies.  
    
Lions Gate Films Lions Gate Films Lions Gate Films Lions Gate Films     

 

Lions Gate entertainment is a public limited company that trades on the 

NYSE under the ticker LGF. Lions Gate Entertainment Corporation is 

based in Vancouver, Canada and is the largest and most successful televi-

sion and film distribution company outside the United States. Lions Gate 

Films is best known for distributing foreign and independent films, 

which are too controversial for the large American companies. Their first 

success was American Psycho and that was followed by a number of other success stories like Michael 

Moore, Dogma and Affliction. In 2000, Lions Gate shifted their focus to profits on videos and DVDs.  

The acquisition of Trimark and Artisan Entertainment gave Lions Gate the second largest DVD library 

of any company.  

 

Lions Gate only rarely co-produces films with major studios. It teamed with Miramax films for the 

2004 sequel Dirty Dancing:Havana Nights and with Paramount Pictures for 2004’s Prince and Me. Earlier 

it also teamed with 20th Century Fox for The Day After Tomorrow. Its continued success is apparent from 

their 2005 revenue of $842.5 million USD. The net income was $20.28 million USD for the same year.   

 
Miramax FilmsMiramax FilmsMiramax FilmsMiramax Films    
 

Harvey and Bob Wienstein founded Miramax Films, in 1979. It was 

originally created to distribute independent, low budget, quirky art 

house films, which were considered commercially unviable by large 

studios. It was a Big Ten film motion picture distribution and produc-

tion company headquartered in New York City, before being bought 

out by The Walt Disney Company (trades on the NYSE under the ticker DIS). The Company was one 

of the leaders of the independent film revolution of the 1990s. It produced and distributed seven films 

 Competition 
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 where gross box office earnings totaled more than 100 million USD. Its most successful film, Chicago, 

alone earned more than 170 million USD.  Miramax produced Oscar nominated movies like The Hours 

and Frida. Walt Disney studios bought Miramax in 1993, for about $75 million USD. The Weinsteins 

opted out of their contract and left Miramax in late 2005. The brothers took Miramax's genre unit, Di-

mension Films, with them to their new company. 

 
Dreamworks SKGDreamworks SKGDreamworks SKGDreamworks SKG    

 

Media moguls, Steven Spielberg (film director/producer), Jeffrey Katzenberg (former Disney film ex-

ecutive and animation guru), and David Geffen (recording industry 

maven) founded Dreamworks SKG in 1994. However, in December 2005, 

it was sold to Viacom, the parent company of Paramount Pictures. Para-

mount Pictures is in turn a subsidiary of Viacom Inc., which trades on the 

NYSE under the ticker VIA. Based in the U.S., it is a Big Ten Studio, 

which develops, produces, and distributes films, video games, and televi-

sion programming. It has produced and distributed more than 10 films 

with box office earnings totaling more than 100 million USD.  In 1999, 

2000 and 2001, DreamWorks won three consecutive best picture Oscars 

for American Beauty, Gladiato,r and A Beautiful Mind. Its animation subsidiary, Dreamworks Animation 

SKG, remains independent. Films made by them include Antz, Shrek , Shrek 2  and Madagascar. These 

four films all were made in conjunction with Pacific Data Images, which is now known as PDI/

Dreamworks. DreamWorks' frequently co-financed and co-distributed films with other studios includ-

ing: Columbia, Fox, Paramount, Universal Pictures, and Warner Bros. 
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We have developed a valuation model for Peace Arch based on the present value of the expected fu-

ture cash flows (DCF model), which we project the Company will generate. The key assumptions for 

the DCF model are as follows: 

 

• For 2006, we have estimated that the Company will be able to generate CAD$15.796 million in      

      revenue. We have arrived at this figure taking a 20% growth over previous years annual revenue of   

      CAD$10.747 million. Additionally, we have included KaBOOM!’s annual earnings of CAD$2.9 mil   

      lion. 

• Beyond 2006, revenue is expected to grow at a conservative rate of 10%. 

• Cost of sales and operating expenses have been assumed at 60% and 10% of revenue, respectively. 

• We have assumed a tax rate of 30%. 

• We have assumed a conservative discount rate (or cost of capital) of 12.5% for the Company. This 

discount rate is based on a 4% risk free rate, 6% premium for equity risk, and an estimated 2.5% pre-

mium for risks associated with such small companies. 

A perpetuity rate of 10% has been taken into the calculation of the fair value of the stock. 

  

Based on these projections, the NPV of cash flows = CAD $5,099,592 

The total NPV of the Cash Flows and Perpetuity = CAD $90,453,997 

Based on the current outstanding 22,943,422 shares, the NPV per share is estimated at CAD$4.00, 

which is our price target over the next 12 months. Conversion at the current exchange rate of 

(1CAD=0.896258 USD), gives us a target price of $3.60.  

Our DCF model has been presented below: 

Valuation Model 

Free Cash Flow (all numbers are in Canadian Dollars): 

  2005 2006E 2007E 2008E 2009E 2010E 

Net Income (1,777,000) 4,738,920 5,212,812 4,013,865 4,415,252 4,856,777 

(Inc)/dec in Work-
ing Capital (7,659,000) (900,000) (350,000) (300,000) (200,000) (30,000 

Free Cash Flow (9,436,000) 3,838,920 4,862,812 3,713,865 4,215,252 4,826,777 

Present Value (8,387,556) 3,033,221 3,415,308 2,318,548 2,339,165 2,380,905 

Enterprise Value 5,099,592           

Cash 700,000           

Terminal Value 84,654,405           

Total EV 90,453,997           

Shares O/S 22,600,000           

Target Price CAD $4.00           
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Peace Arch Entertainment last reported results for the second quarter ended February 2006. The net 

revenue earned during the period was CAD$3.7 million compared to CAD$1.7 million for the same 

period in the previous year. This marked a sharp increase of CAD$2 million or 118% incline over the 

last year’s quarter. The increase was primarily on the back of revenues generated from KaBoom!, 

which Peace Arch acquired in January this year. KaBOOM! contributed CAD$2.5 million, which repre-

sented 69% of the Company’s total revenue for the period. This subsidiary did not contribute any reve-

nue in the comparable period of the previous year as there was no Home Entertainment division then. 

The contributions from KaBOOM! largely made up for the decline in revenues witnessed in both of the 

other operating divisions of Peace Arch, Motion Picture and Television, which respectively took a 

beating of CAD$0.1 million and CAD$0.6 million during the quarter.  The decline in the revenue of the 

Television division was due to revenue recognition from only 13 episodes of a T.V. series and 26 epi-

sodes of two TV series in the same quarter of the prior year. In addition to the increase in revenue, 

gross profit also increased from $CAD0.6 million to CAD$1.3 million dollars. However, gross profit 

margins remained constant at 35.7%.  

 

Peace Arch, however, recorded a net loss of CAD$0.7 million compared to the loss of CAD$0.5 million 

in the same quarter of 2005. This was due to a CAD$0.8 million increase in the selling, general, and ad-

ministrative expenses during the quarter. The incline in selling, general, and administrative expenses 

was largely due to additional costs incurred with the inception of the new Home Entertainment Divi-

sion, KaBoom! Interest expense also increased from CAD$0.4 million to CAD$0.7 million in the present 

quarter.   

 

The year-over-year comparison in revenue and net losses for the second quarter has been presented 

graphically below:    
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Peace Arch has in a very short time span established a position as one of the premier producers of 

quality films with high commercial value. Since the beginning of September 2005, the Company has 

been very successful in expanding both its film production slate and its sales & marketing infrastruc-

ture. Additionally, the recent addition of industry veterans including Jeff Sagansky, Kerry McClug-

gage, and Gary Marenzi to the Company’s team is expected to help the it expand operations to the U.S. 

Besides, organic growth Peace Arch is all set to report growth from acquisitions as well. The recent 

takeover of KaBOOM! Entertainment, Inc. (one of the best DVD distribution companies in the U.S.) 

and the acquisition of the 500-title Castle/Dream film library are expected to help the Company post 

impressive growth in both revenue and earnings going forward. We believe the Company is now set 

to reap benefits from the investment made in product and infrastructure in the past. As a result of all 

the positives associated with Peace Arch, we feel the prospects are promising going forward.             

 

There are certain risk factors that could impact Peace Arch’s revenues and net profits in the future. 

 
Business RisksBusiness RisksBusiness RisksBusiness Risks    

The financial results of Peace Arch largely depend on the number of films and television programs 

that the company releases during the period. As a result cash flows fluctuate significantly and produc-

tion costs can exceed budget for reasons beyond the Company’s control. Revenues from production 

and distribution of film and television programming also depend on public acceptance of the same, 

which are difficult to predict. Failure of some programs may in turn reflect on the Company’s ability to 

generate enough money to recover costs and realize profits. 

 
CompetitionCompetitionCompetitionCompetition    

Peace Arch operates in a highly competitive industry and must compete with several companies for 

good stories and scripts (created by third parties) and also to rope in good actors and directors. Apart 

from this, there are other producers and distributors with larger financial resources from whom the 

Company faces stiff competition.  

 

 

 Conclusion 

 Risk Factors 
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Government IncentivesGovernment IncentivesGovernment IncentivesGovernment Incentives    

Peace Arch gets access to government incentives in the form of tax credits and utilizes structures that 

allow financing of its projects by foreign country tax assisted participation. The Company’s revenues 

could take a huge beating if these subsidies and tax assistance are withdrawn. The Company’s Cana-

dian-based operations largely benefit from tax credits and any reduction in these incentives would im-

pact the Company’s bottom line directly.   
   
External FinancingExternal FinancingExternal FinancingExternal Financing 
In case of substantial budget deficit, Peace Arch must seek additional financing from external sources, 

which can delay the completion of a production. Apart from this, there is always the fact that the Com-

pany may not be able to recover the additional costs, which could affect the liquidity position of the 

Company. Additionally, more recently, Peace Arch has been on acquisition mode and needs huge 

funds to finance the takeovers. Failure to raise the requisite funds can impede the future growth pros-

pects of the Company.    
 
Currency RiskCurrency RiskCurrency RiskCurrency Risk    

Peace Arch raises a significant portion of its revenue in U.S dollars. A 

portion of a film and television program’s financing is denominated in 

U.S. dollars, while production costs are payable in Canadian dollars. 

This affects the operating results, in cases of fluctuations in the exchange 

rate of the U.S. dollar. Peace Arch does not hedge its exposure to the for-

eign exchange risk and has to incur losses in case of an adverse move-

ment.   

 
Interest Rate RiskInterest Rate RiskInterest Rate RiskInterest Rate Risk    
Peace Arch avails of floating loans for production. As a result, the Company’s financial operations de-

pend a largely on changes in interest rates.  If the interest rate rises, the Company has to shell out more 

in the form of interests on loans, which would negatively impact results.   

 

 

 

 

Risk Factors (cont.) 

Television: War Dogs 

Produced by: Peace Arch Enter-

tainment 
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The senior management team of Peace Arch Entertainment Group, Inc. consists of the following per-

sonnel: 

 

Gary Howsam  

Chief Executive Officer 

Mr. Gary Howsam took over as the Chief Executive Officer on December 20, 2002. He has more than 

20 years of experience in the motion picture industry in Canada. Prior to this, he was the President of 

Greenlight Film and Television, Inc, which develops, finances, produces and distributes feature films. 

Besides managing all the employees, Mr. Howsam’s duties and responsibilities include strategic plan-

ning, operations management and budgeting, corporate finance, recruitment, and training.  Mr. Gary 

Howsam is also a member of the Board of Directors. 

 

John Flock  

President 

Mr. John Flock joined Peace Arch in May 2004 and was appointed President of the Company in Febru-

ary 2005. His responsibility is to oversee all operations of the Company. Mr. Flock started off his career 

as an entertainment attorney and for more than a decade, he financed and produced independent 

films. Later he served as a senior production and financing consultant to one of the leading completion 

guarantors of the industry, Cinefinance. He also serves as President of Peace Arch LA, which devel-

ops, finances, produces and licenses feature films for the US market.  

 

Mara Di Pasquale   

COO, CFO 

Ms. Mara Di Pasquale, the current COO and Cfo of Leace Arch is a CPA and has received her graduate 

Diploma in Public Accountancy from McGill University in Montreal and her Honors Bachelors Degree 

in Commerce from Carleton University. She has vast experience having served as Vice President of 

Finance-Entertainment for Gullane Entertainment PLC, Chief Financial Officer and Chief Operating 

Officer for Catalyst Entertainment, Inc, and for Lions Gate Films as Senior Vice President of Finance. 

 
Lewin Webb  

President, Peace Arch Motion Pictures 

Lewin Webb is the President and Head of Production at Peace Arch Motion Pictures, 

Inc. He is responsible for looking after the development and physical production of 

all PAMP productions. He has served as Assistant Director in leading films like Leg-

ends of the Fall, The Long Kiss Goodnight, Fly Away Home, and The Ladies Man. 

Management 
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He also produced ESPN’s first television movie, A Season On the Brink. Mr. Webb was the Assistant 

Director and Associate Producer of MTV’s first television movie Jailbait. Recently, he completed the 

photography of the Good Shepherd under the PAMP banner. This is his second directorial venture. 

 

Penny Wolf  

Managing Director, Peace Arch Films 

Penny Wolf is the executive Vice President of Peace Arch Entertainment Group and Managing Direc-

tor of Peace Arch Films. She oversees International Sales and Marketing of Peach Arch’s film produc-

tions along with all its feature film acquisitions. Earlier Ms.Wolf was the Managing Director of HBO 

Films in London, where she helped establish the international sales operations for the Company. She 

even supervised the worldwide distribution of films like the Academy Award nominated Maria Full of 

Grace, The Life and Death of Peter Sellers, and Gus Van Sant’s Elephant, which won the Palme D’or at the 

Cannes Film Festival in 2003. Prior to her stint at HBO, she served as Head of Sales at Granada Films 

and Vice president of International Sales for Capitol Films Ltd. In all, Ms. Wolf has more than 20 years 

of experience in international sales and marketing.  

 

Michael Taylor 

President, Peace Arch Television 

Michael Taylor is the President of Peace Arch Television Ltd. He is responsible for licensing the Com-

pany and the third party’s television productions to the television markets of North America. A 22-

year veteran in the television industry, Mr. Taylor worked for Canada’s largest privately held televi-

sion-broadcasting company, Craig Media,  until 2004 when it was sold to Chum Media. While there, he 

sourced and negotiated all television program supply agreements with big American broadcasters and 

suppliers, looked after television programming and scheduling, and sub licensing program rights to 

third party broadcasters. Prior to his stint at Craig Media, Mr. Taylor was the CEO at Unified Enter-

tainment, a television distribution and co- production company from 2001-2003. He was the CEO of 

Ewireless Canada Corporation, the Canada division of Chicago Based Company that made a patented, 

abbreviated, wireless dialing service from 1999-2001. Besides this, he was also the President and COO 

at telegenie Communications (1983-1999), a full service television program, merchandise and licensing 

entertainment company. 

 

Blair Reekie  

President, The Eyes Project Development Corp. 

Blair Reekie is the President of the Peace Arch Subsidiary involved in documentary and lifestyle  
 

Management (cont.) 
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television programming called The Eyes Development Corporation. He looks after the Company’s fac-

tual television production and also heads its development activities at the Company’s Vancouver fa-

cilities. His career started at Peace Arch in 1988 as a staff writer /producer for corporate and educa-

tional films, television commercials, and World’s Fairs. He has received 14 national and international 

awards for production, education, and media excellence.. The awards include Gold Apples, Golden 

Maples, Gold Medals,  and Gold Cindys. Blair was the executive producer and the creator of the televi-

sion series Animal Miracles, Campus Vets, and also the award winning Heroines, Raven in the Sun”, and 

Cake Night.  

 

Berry Meyerowitz  

President, Home Entertainment 

Berry Meyerowitz has been the President of Peace Arch’s Home Entertainment Division KaBOOM! 

Entertainment, Inc. since August 2003. He has led KaBOOM! to become one of the leading home enter-

tainment studios. He looks after the development of KaBOOM!’s products, distribution capabilities, 

revenue opportunities, and premium marketing promotions. Prior to this, Berry was the North East 

regional Manager for Marketrend based in New York. Marketrend was the leading provider of pre-

mium retail consulting, CRM solutions, and marketing services for automotive dealers. Prior to that, 

he served as Vice President, Sales & Marketing for Radiowave.com, a Chicago based, Motorola incu-

bated company. Radiowave.com is a leading developer of streaming audio programming. He was ap-

pointed by 20th Century Fox Home Entertainment Canada to re-launch their Canadian office. He 

served there as Director of Marketing and led campaigns for films such as the Star Wars trilogy, The X 

Files and There’s Something about Mary. Berry was the first employee of Telegenic Entertainment, Inc, 

now KaBoom!, and he served as Director of Sales and Marketing. He founded Mad Dog Promotions, a 

company creating corporate and university promotional programs. He was also responsible for its op-

erations. Berry received his MBA from the Schulich School of Business at York University and his 

Bachelor of Arts degree in Philosophy and Middle East Politics from the University of Western Ontario 

and the Hebrew University of Jerusalem. 

Management (cont.) 
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Disclaimer 

Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and 

micro capitalization companies.  BER has no investment banking or consultation conflicts thereby minimiz-

ing the inherent conflicts of interest between the research analysts and the companies they cover.  BER is not 

a registered investment advisor or broker dealer.  No information in this report should be construed as an 

endorsement to either buy or sell any securities mentioned in this report.  The analyst(s) who prepared this 

report rely on publicly available information which neither the analyst, nor BER, can guarantee to be error-

free or factually accurate.  All conclusions in this report are deemed reasonable and appropriate by the au-

thor. Beacon Equity Research has been compensated seven-thousand dollars by Peace Arch Entertainment 

for this report.  All decisions are made solely by the analyst and independent of outside parties or influence.  

The Private Securities Litigation Reform Act of 1995 provides investors a “safe harbor” in regard to forward-

looking statements.  To fully comply with the requirements of this law, BER cautions all investors that such 

forward-looking statements in this report are not guarantees of future performance. Unknown risk, uncer-

tainties, as well as other uncontrollable or unknown factors may cause actual results to materially differ 

from the results, performance or expectations expressed or implied by such forward-looking statements.  

Investors should exercise good judgment and perform adequate due-diligence prior to making any invest-

ment.  In accordance with the “Standards for Independent Research Providers” issued by the FIRST Re-

search Consortium, BER makes the following assertions: ratings and price targets in this report should not 

be construed as recommendations or stock price predictors.  Conflicts are inimical to credible professional 

research; however, the analysts responsible for this report publicly state that they do not own a stake in any 

of the companies covered in this report.  Neither they nor principals of this research provider are permitted 

to trade any form of equities of companies being covered prior to research being initiated. 

 

Readers of this report are urged to use due diligence in any purchase of security list herein.  Readers should 

consult the Company’s SEC filings as well as our initial report on the firm to better understand the inherent 

risks associated with this security. 

other uncontrollable or unknown factors may cause actual results to materially differ from the results, per-

formance or expectations expressed or implied by such forward-looking statements.  Investors should exer-

cise good judgment and perform adequate due-diligence prior to making any investment. 
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Mr. Lawrence has extensive experience in many aspects of capital markets including analysis and trading of 

fixed income, equity, and derivative instruments. Currently employed at a major North American financial 

institution, he sits on various corporate committees including the Economics Committee, Strategic Steering 

Committee, and Editorial Board. His employment history includes both analyst and management roles at 

large financial institutions as well as technology start-ups. Jeff has also been a guest lecturer for an MBA 

finance course and is a CFA charterholder. 
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