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1. Introduction

The Interactive Games affthtertainment AssociationGEA welcomes tle opportunity to respond to

the! dz2 0 NF £ ALy | yR [/ KAf RNBgh@rt reie®NiBirg)ycondu@ed ibptfidi wSPA S g
Departmentof Communications and the Arts (tlizepartment). IGEA understands thaideo gams

were notinitially intended to be a part of this revievirhe terms of referencemitted any reference

to games and the scope wasirrowly defined toincludeonlyd ! dz& G N> £ Ay RNJ YI I R2 OdzY
OK A f RNXB y Wile gangsivérg rintéexplicitly excluded per se, it was still clear that games were

y2i O2y adARSNEBR The denNBfSeferedze gpiks whibudt examining and improving
existingsupport measuresgor screencontent, but there areno existingfederallevels of support for

the video games development industiywas not until after IGEA published an open letter to Senator

Fifield that we were invited to respond to the content reviéw.

Whereas many other screen and creative industries receive somedbiederal government support,
from funding to taxand productionincentives, the games development industry has consistently and
irrefutably been neglected. We see this in the axing of the Australian Interactive GamesArGHd (
We see this irthe continued lack of response to the 5®1 & 2 f RGafn&ofl (INS\WiRskdi P
this in the drafting of thisNBE @A S g Qa (i S NIEdentlz EonNiatiors papey M&kas this
disappoirting chasm of support cleashen Attachment Bists the many different regulations in place
to support Australian screen content baan only mentiorthat éSome stats also offer funding for
A ySa¢ o

The video games industry is becoming increasingly disenfranchised with this state of affairs and

strongly believesit is now timefor our development studios tdinally receive an appropriate and
commensurate level dederalgovernmentsupport. This content review is a greapportunity for the

government tofacilitate this.Video games have long been amportant paNIi 2 F ! dzZa G NJ f A | Qa
sectorand our countryhassome of the most talented and skilled developers in the worlusis the

chance forthe government to be forward lookingembrace the increasing popularity of gam

amongst Australian audiees andake advantage of thdevelopmentA Yy Rdza (0 NB Q& dzy (i | LILISR L.

1LD9!' s ahLSy [SGGESNI G2 { Syl {2 Napilvid.igbanet/204 7X06/6b&nle@ek-tB-sefedioRe- 6 HN al & HAMT
hon-mitch-fifield/>.
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2. About IGEA

IGEA is the leading industry association representing the business and public policy interests of
Australian and New Zealand companies in the interactive games indusiy9 ! Q&4 YSY o0 SNA LJdzo f

market, develop and/or distribute interactive games, entertainment content and related hardware.
3. Executive Summary

By way of executive summary, IGEA is of the view that

1 While the global and Australian games industry as a wholeiifogming well, the games
development industry locally faces many challenges and impedimertsrpeting globally
andfurthering growth

1 The Australian video games development industry is treated favourably by the federal
government compared to othescreen and creative industrigzarticularlytelevision and film

1 TheDepartmentshould adopt the recommendations of both the Senate Standing Committee
on Environment and Communications and the House of Representatives Standing Committee
on EmploymentEducation and Training, which include:

0 Introducing a funding scheme for games development based on the A&l

o Implementing a refundable tax offset for Australian expenditurdeveloping games

o Financially contributing twardsco-working spaces fagamesdevelopment
o EncouraginghedzLJi I { S 2 F YnihSaNticarelzéducatiorvaSdiotber sectors
f Theserecommendationsrecrucial to facilitatingi KS INR gGK | yR &adzadlF Ayl oAt

video games development industry, for the following re@so
0 There is clear edencethat funding,tax offses and other support regimesreate
many positive benefits for games developeshich includespurring the creation of
wholly-owned intellectual propertyattracting additionainvestment, increasing staf
hires, improving the quality and competitivenessf developed gamesaccessing
additional markets and audiences, and many others
0 Australian games developers are at a competitive disadvantage to other studios,
especially internationally, thado receivemanyforms of government support
1 The Australian games sector is becoming increasidgggnfranchised by the federal
g2 @S NY Y Sy (iofQand fyllGratd stigpartthe industry over many years. Now is the time
to change thé and act to support Australiszames development moving forward
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4. Responses to Questions

IGEA will now provide answers to the questions posed byDidygartmentin the consultation paper
with a focus orvideo gameslGEAalsopreviouslywrote a submission to théustralian Film and TV
Inquiry 2 detailingwhy the federal government should support Australian video games development.
This submission is comprehensively detailgayviding an extensivamountof data and evidence on
the state of Australian games developmetiite benefitsreceived bypast recipients of AIGF funding,
and examples of governmenggoballythat actively support games development via funding and tax
offsets IGEA believes thmubmissioris crucial for theDepartmentto consider as part of this content

review ard as such we will includeas part of our answer to questiond the consultation paper.

Question 1¢ Are the policy objectives and design principlesaldied in the discussion

paperappropriate? Why do you say that?
Policy objectives; Generally

Ontheir face, the policy objectives articulated in the consultation paper seemingly treat all variants of

Australian screen content on equal footing. However, when reading the sections of the paper

dedicated to expounding upathe objectives, itiscleartth A & y 2 @rdBote@ustiafat® ¢ KS &
identity and culturéé a4 SOUGA2Yy LINI A &Sa ! dziréddiblfcuitlral andedondticy O2y (i Sy
benefits, but the only examples given in this regard AustralianTVdramas (i.eMolly, Love Child

andPaper Giantsand feature filmsNlad Max: Fury RoadndLion). It seems that the paper could not

offer evenone example of any one of the hundreds of Australiaade video games thgtrovide

significantsocial, cultural and economic benefits. This approach ( KSy NB LFedudy 6§ SR Ay
Pdz& G NI € ALYy OKRAY @Brédeycondmerdad sisténgbiiyy & S Querednfyadzamas

and films such aRound the TwisOcean Girlthe Wolverineand Pirates of the Caribbean: Dead Men

Tell No Taleare recognised. Additionally, under the latter sectiawhile the talents and creativity of

actors, writers, producers, directors and so on praised there isno mentionof games devepers,

artists, programmersr the many other talented people thdtelp create video games in Australia.

With this narrow focus, IGEA is not sure whether the content reyieeticallylooks to achieve the
LI2f A0 LINAYOALX Sa 2F o0SAy3 aLIXIGF2NY F3y2aiGA0e |

2 Interactive Games & Entertainment Associatibmuiry into the Australian film and teleion industry(4 August 2017)
<http://www.aph.gov.au/Parliamentary Business/Committees/House/Communications/AustralianfilmandTiviiSsibns.
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Sy @A NP yTYiépgpérstatedthat future policycouldincludegreater recognition of content such
as games, but at this stage it is difficult to understand \ghynes are not already recognised and
treated equally with film and TV productions. If content regulation is to be drivgrobgy objectives

rather than platform type like the consultation papalfeges then this equality must be achieved.

IGEA believes the policy objectivés not sufficiently recognise and appreciate the importance of
video games as a medium of screen cont@ heway they are described in the consultation paper
clearly reflects this, whictloescontradictthe very design principles that theogernment is trying to

attain. Content regulation is not platform agnostic wheme form of content, video games, is
specifically excluded from receiving any form of federal government supfeytstem that is forward
looking and nimble enough to adapt to future changes in technology and audience trends should have
realisedmany years agthat videogames are incredibiyjnovative hightech, creativeandimmensely
popular amongsAustraliansVideo games are not a new phenomengpimey haveexistedfor decades

and are played bg7% & Australiang ¢ yet the consultation papemerelystates thatour culture just

G y 2 gachedifo other areas such as video games. Video games have been long intertwined with
Australian culture and identitg it is simply the case that the government has retognisedhis. We

think there is significanscope to more appropriatelgrticulate and design the policy objectives so

that video games are treated on par with, and equal to, every other form of screen content.
Policy objective X Securing quality content that promotes Australian identity and culture

Video gaming as a mediuhas grown from the days of predominantly being about fun gameplay. Of
course, at their core, games attempt to rely on fun, intriguing and engaging gameplay to entertain
players, but this on its own would k@every narrow view of the industryUnequivocally storytelling

and narrative has become an integral part of many video games, so much so that is common for players
to expect that most games will incorporate, at a minimum, some form of story. Many of the most
highlyacclaimedvideo games of all time angraised for the stories they tell, which often are viewed

in higher regard than gameplay itself. Gripping narratives, compelling characters and rich lore can turn

a game from one that is simply fun to play to one that captures the hearts and minds ofggamer

What isalsoclearis that Australian developers, on countless occasions, have proven themselves to be
more than capable to create games that provide Australian perspectives in storytellmgli|ences

locally and globallyAustralianstories and narréives in gamesimply would notcome to life without

3 IGEADigital Australia 201824 July 2017)http://www.igea.net/2017/07/digitalaustralia2018dal8/>.
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the vasttalents ofour graphic designers, artists, animators, programmers, sound designers, creative
directors, engineers, actors, analysggsoducersand marketing professionals, just to name a fehe T

skill sets necessary to develop video gamestheesameas thosefound in the film and television
industries, butthey go beyond traditbnal screen content developmenthis review is a great
opportunity to recognise that Australia haalented people that, with governmental support, can
continue to createamazinggames that facilitate the growth of this industry faster than ever before.
Proper incentives and investments will provide further opportunities to those in the industry and

others looking to beakin, which will help Australia beconeven more globally competitive.

However|GEAdoesnoto St A S@S (KIdG GKS FTANBRG LRtAOE 202S5S00A0DS
GKFG LINRY2GSa ! dzAaGNItAFY ARSY (A diedt withddRievidgirichi dzZNB ¢ = A &
aresult. he consultak 2 Yy LJ- LIS NJ dza S dpromikimgl! 88 & NE 6zZ0Ky I ARGy GAdGe |y
uy AljdzSt e ! dzad NI € ALYy LISNA LIS QWasditratiall) otyerxampeSdA Yy S y I (A
screen productions in the paper are dramas or fithvet either are set in Australia or tell stories about
AustraliansThisnarrow wording suggests thegernment is only interested in supporting productions

that are inherently about Austlia, to the exclusion dhosethat are simply made by Australians; that

is, stories about Australia rather than stories told by Australidrtis istrue, weR 2 yb&liéve this

objective is appropriate as it would exclude many amazing productionsatieafustraliarmade.

While therearefantasticAustraliangames that include Australiartharactersor are set in the country,

of course there exist many other amazing Austratiaade titles that do not havéhis focus.ButIGEA

does not believe that thifact should outright excludanysuch games or productions from receiving
support fromgovernmententirely. What matters here is that these are everyday Australians telling
the stories that they are passionate about. They are making games that are weldy their own

life experiences, their upbringing, the world around them and the people in their lives. All these
influences are very much Australian at the cqréhey are Australians after af] but this may not
necessarily translate inta game beingabout Australia or set in Austlia. It is important that the
government endeavours to support these productions franteption as they are created by
Australians and involve Australians telling stories. If a game is created by Australians in Melbourne,
Sydney, Brisbane, Canberoaany other local@around the nation, that should be the key factor which
RSTAYSa (GKS LINPRdAzOGAZ2Y | & adzy A GodeSiinent sipgedt.ii NI € AL yé |y

IGEA therefordelieves that the first policy objective dfis content review should be redrafted to
ensure that all Australiamade pieces of screen content, including ganesie the opportunity to be

supported. This would ensure Australian developers are encouraged to create gamdsll the
Page |7



storiesthey arepassionate about, whictvould include all the amazing Australismade video games
highlightedat Appendix D We wantedto showcase the unique storytelling potential of Australian
games by describing just a selection of them in this submisSiome of thes titles overtly reference
Australia,such avia setting and characterswhereasothers are simply created by Australissams

All titles across this spectruare deserning ofgovernment recognition and suppojtist likeany other
screen productionWe have also includednaadditionallist of many other released and upcoming
games from Australian developeas Appendix E, to further demonstrate the vast quantity of titles

that talented Australians have produced over the years and will continue tdyzein the future.

Question Z; What Australian content types or formats is the market likely to deliver and/or

fail todeliver in the absence gbvernmentsupport?

The Australian games development indushigs existed and created video ganfes many years.

Aside from the brief period within wbh the AIGF was in place, the industry has largely proceeded
without the existence of federal government support on a natwide level (there arsomesupport
programsavailable in states such as Victoria angeénsland)L & A & y23G LD9! Qa | NHdzYSy
absence of government support, the Australian industry will fail to deliver and produce video games
altogether. Our industry has proven itself to be dedicated, passionate and resilient. While it has
experienced and continues to experience numerous challenges, it lives odearsdiopsamazing titles
every year. Australiamade games are praised around the world for their creativity and uniqueness,
and we expect this to continue for years to comend of course, video gaming in Australia is more
popular than ever, 67% of Australians play video games, fhestralianindustryas a wholéas worth
almost $3 billion annually,it is forecasted that the industry will start outperforming filmed
entertainment in sector value and consumer spend in 20Bnd Australians enjoy playing games
developed by local studios (with trseiccesses dRugby League Livé dnd AFL Evolutiotbeing just

some examplesBut the wider games industry aside, Australian gaaeslopments much smaller

and there is space for the Australian government to supportdeeelopment of games locally.

The Australian Bureau of StatisticABS providesthat, between 201112 and 201516, the number of

digital games developers employéud Australiahas slightlyincreased from 581 to 734 people and

41GEA, Taking it up a level: Australian video game industry ase$2.958B in 201@8 February 2017)
<http://www.igea.net/2017/02/takingin-up-a-levelaustralianvideo-gameindustry-generates2-958hb-in-2016/>.

5 PriceWaterhouseCooperAustralian Entertainment and Media Outlook 262021(2017) <ttp://pwcoutlook.com.au/.
8 MCV PacificThe ANZ IGEA Top Ten Charts powered by MRBk 30(3 August 2017%
http://www.mcvpacific.com/index.php/news/read/theanzigeatop-ten-chartspoweredby-npd-week-30-2/0185412>
”MCYV PacificThe ANZ IGEA Top Ten Charts powered by MeBk 1919 May 2017)
<http://www.mcvpacific.com/news/read/theanzigeatop-ten-chartspowered-by-npd-week19-2/0182683>.
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incomeincreased from $89.4 million to $111.1 millidBut when looking backt ABS figures in 2006

7, we see that theAustralian industryused to employl,431 people andjenerate$136.9 million in

total income? This was at a time wherseveral largAAA games developehad active studios in the
country. Unfortunately, after the global financial crisis, the appreciation of the Australian dollar and a
few other circumstancesmany of thesestudios closed theidoors entirelyhere (i K State of the
Interactive Games Industy a SOGA 2y 0 Sxessiwe datdil SaBouwhy thi2 occBrrejl

I dza G NI £ A I Q amesSeMdopef, PK3Alstrdlid, ¢losen201510

While the Australan games development industry has grown in recent years, the growth has been
slow and we have still yet to fully recover from the significant contractions experieafte&zdhe global
financial crisisManyexperienced and talented games developers hafeAustralia in searchf work.
Localstudio closures haveesulted in approximately 60% of developers leaving the Australian industry
altogether!! y R Y2 a il KI $#Busteaian ddibds deMpabidd have told IGEA that they have
difficulty when attemping to retain or attract staff? and while each yeaover 5,000 students enrol

in games courseX,they struggle to findvork as the industry does not have enougbs to support

the demand After all,according to the AB8nly 734 people are employed in the country today.

And it is unlikely that these igss willsubsideany time soon, especially when large games developers
and publishers do not even consider Australia as a viable optien deciding toexpandand setup

new developmenstudios Instead, games companies are opting for countries tleegupport games
development at a governmental levéne of the biggest examples in this regard is Cantida.Jax &
Offset¢ a SO0l A2y oiSdeihowRnary CGanhkdm@advinces, including BritisBdumbia,
Manitoba, Nova ScotjgDntario and Quebeg provide favourable andcompetitive tax incentivesfor
gamesdevelopmentasdigital media.As a result, many large games compargiesestablishinghew

studios in the countryi.e. Bethesda in QuebégMicrosoft in British Columbi¥,Gearbox Software in

8 Australian Bureau of Statistic879.0- Film, Television and Digital Games, Australia, 20885 June 2017)
<http://www.abs.gov.au/ausstats/abs @.nsf/mf/8679:0

9 Australian Bureau of Statistics, 8518.Digital Game Development Servi¢26067) <

http://www.abs.gov.au/ausstats/abs @.nsf/mf/8515.8/

10 Mark Serrels2K Australia In Canberra Cledés Doorg16 April 2015) kttps://www.kotaku.com.au/2015/04/2kaustraliain-
canberraclosesits-doors/>.

1 Ms. Giselle Rosman, Senate Standing Committee on Environment and Communications, Hansard, 19 February 2016, page 13.
2 Sebastien Darcheext level thinking: a way forward for the Australian videogame ind§&fry-ebruary 2012)
<https://theconversation.com/nextievetthinking-a-way-forward-for-the-australianvideogameindustry-5280>.

3 |GEAAustralian game development industry a sfgint export opportunityf21 December 2016)
<http://www.igea.net/2016/12/australiangamedevelopmentindustry-a-significantexport-opportunity/>.

4 Mr. Antony Reed, GDAB&gnate Standing Committee on Environment and Communicatiansard, 19 February 2016, page 2.
15 PolygonBethesda opens new studio in Montré@lDecember 2015) kttps://www.polygon.com/2015/12/9/9878680/bethesda
softworksnew-studio-montreab.

6Vancouver SurMicrosoft opens new video game studio in Vanco@28mMovember 2012)htp://vancouversun.com/news/staff
blogs/microsoftopensnew-video-gamestudio-in-vancouver.
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Quebeg!” Atomhawk in Vancouve® Hutch in Nova Scofidand Ubisoft inSaguenay? just to name

a few) or continuing to grow and succeed (iE8Ain Bitish Columbia, BioWare in Alberta and Quebec,

Capcom in British Columbia, UbisoftMontreal). ¢ 2 R @ X/ | Yy I RI Qémplads av&a Ay Rdza i

20,400 people, with 472 active studios in the country. This growth in employment is significant,

totalling to arourd 12% from 2011 to 2016

Because of the aboveircumstances, the face of Australian games development has undergone
significant change over recent years. The industry today risostly comprised of homgrown,
independent, small to medium sized studios. Mdsvelopersover 50%) reside in Victoria thanks to
the availability ofseveralfunding and other supportprograms from Film Victoriaalthough NSW,
Queensland, ACT and Tasmaoiahave active games developmestenesven with historically very

little or no government support (Queensland hagroduced funding programs recently It is
promising to see that delopers across the naticexist anchave experiencggrowth, especially given

the sporadic levels of governmesupport and the severe competitiondad from developers globally.

But neverthelessthere is a vast amount of untapped potentfak games development in Australia.
From a survey of just 63 Australiatevelopment studios|GEAfound that the industryearnt
AUDB114.9 million in201516, with over 81%of revenie derived from overseas markets (see
Appendix B2t With already such high margins of export revenue in a nation thatrwelevels of
federal government support, Australian games development veryhmhas the great potential to
become even more of auccessful, weightless andOf S y Q SE L] NI A yTRiszd (i NB
especially so given thglobalsizeof the games industry globally well over USD $100 billiga.

It is here that government support can play an important ra¥érect funding(like the axed AIGF)
would help facilitate the growth of the many small and independent studios across the nation that do
not currently have access to fundinghich can assist #tm in hiring more staff, investinigp better

equipment and technologytaking on more work,increasingthe scope of projects and so on.

17 PolygonGearbox opens new studio in Quebec QityDecember 2015)
<https://www.polygon.com/2015/12/11/9893502/gearbogtudio-guebeccity-canadz.

8prolific NorthDF § SAKSH RQE ! 12YKF g1 223ypastPi8w addzRA2 Ay /|yl RE
<https://www.prolificnorth.co.uk/2017/08/gatesheadatomhawkopensnew-studio-in-canadab.

19 Games Industry BitJK motorsports developer opens Canadiditefto increase output, tap new talent pddb August 2017)
<http://www.gamesindustry.biz/articles/201-08-15-hutch-openingnovascotiastudio>.

20 Ubisoft,Ubisoft Announces the Creation Of The Ubisoft Saguenay Studio And Record Investments ifb Gegbember 2017)
<http://montreal.ubisoft.com/en/ubisoftannouncesthe-creationof-the-ubisoft saguenaystudio-and-record-investmentsin-
quebeckh.

2! Interactive Games and Entertainment Associatidnstralian game development industry a significant export opporty@ity
December 2016)kttp://www.igea.net/2016/12/australiangamedevelopmentindustry-a-significantexportopportunity/>.

22 NewZoo,The Global Gaes Market will reach $108.9 billion in 2017 with Mobile Taking @ pril 2017)
<https://newzoo.com/insights/articles/theglobatgamesmarketwill-reach-108-9-billion-in-201 7with-mobile-taking-42/>.
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Introducing refundable tax incentives would assist in a similar way, and it would also have the added

effect of incentivsing large AAA games developers and publishers to set up new studios in the country
Financiakontributionsfor the creation of shared, caorking spaces across the country would allow
developers that do not have permanent officesdet up their busineses incollaborative workspace

that canoffer subsidised rentAnd there are many other support programs that can be implemented
(seebelowy > Fff 2F gKAOK g2dz R aA3aylt (2 ! dzZAINI Al QA&
about future job creatiorand helping them secure a place in a globatiynected, technologpased

workforce. While the absence of such suppast2 yresilt in! dza G Ndutfight fFaluge to produce

games, it would certainly playkagrole in invigorating the industry arefjuippngit with the abilityto

better compete with games companigfballythat have long benefited from government support.

Question 3 What types of Australian screen contenbsld be supported by Australian

governmentincentives and/or regulation?

Video games are an important form of Australian screen content that should be supported by
government incentives and regulation. Other screen and creative industries, including TV and film,
have long benefiad from various forms of government support, rangingri direct funding to
multiple tax incentives Appendix B of the consultation paper makes this very cl¢ateo games
development, however, does not have one singpem of industryspecific support on a federal
government level. Australian games developarejust as creative, hard working and passioaas

those in any other screen industand they too deserve an equal amount of support and recognition
from the government. The games industry is not asking for special treatqweatsimply believe that

we should be treated on par with every other screen content industry. And reinforcing the importance
of video games amongst Australians amar O 2 dzy §t N2 Q& Odz G dzNS | yR ARSyGAGe
historicallythis supporthas notbeen forthcoming. Wittihis content review)GEAbelieves now is the

perfect time to change this and we look forward to working with the government to do so.

Question 4; The current system of support for screemtent involves quotas, minimum
expenditure requirements, tax incives and funding (see Attachment Bjhat are the

strengths and weaknesses of the current system? What reforms woulsuggest?

Question 5¢ What types and level of Australignvernmentsuppot or regulation are

appropriatefor the different types otontent and why?
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Contrary to the question posedhé current system of support for video games as screen corltess
not consist of anything on a federal levethereis no system in place. It is nonexistent. There @aoe
tax incentives, fundingr anyother industry-specificsupport mechanisms. Attachment B does state
that some statesffer funding for games, which especiallytrue in Victoria and Queensland, but most
other states and territories do not have any or only very minor formspetificfunding and support.

It is impossible in every senseof the word, to identify a single strength of a system that entirely
excludes video games as a medigrthere are precisely zero offerings from the federal government

that attempt to support the developmenof video games across the nation. This is dne, glaring

weakness of the current system in its application, or lack thereof, towards video games development.

What makes this particularly disenfranchising for those in the Australian games industay, ifoth
many yearsthe federal government has been actiyénvolved in supporting other screen prodian
industries This is quite cleawhen examining the currentegulationsand incentives identified in

Attachment B of the consultation paper for othgereen productions. For instance:

§ Directfundingcd { ONB Sy | dza (i NIkbasadfundidy® gréjeetS Bunding iNdisiributed
toRNJ YI X R20dzYSyidlFINE YR OKAfRNBYyQa 02y i,Syi
and through online andemerging platforms. The funding is offered through grants and
investments with favourable finance terms and assists with development, pradyctiarketing
FYR RA&AUGUNROGdziAZ2YE D

o However, Screen Australia does not provide mbdsed funding to video games. No
funding is offered through grantsivestments with favourable finance ternos assists
with development, production, marketing and distribution of games.

0 Thereonce was a timeyith the introduction of the AIGRhat Screen Australia did greatly
assist Astralians games developers withagits. IGEA spoke with 14 of these developers
to generate case studies on the importance of this funding to their businesses, thbich
DepartmentO | y F A yGseSiidie§ Kidko game developers funded under the
former AIGE & S O (i A BuyunfortBriatgly the AIGF was axed in 2014 with half of its
$20 million budget yet to be distribute§.Moreover,whenlGEA attempted to speak with
Screen Australia about these circumstances and the potential for games develomment t
be supportedn the future it is clearfrom the responseeceivecdthat the agency has been

given the mandatéo not assist with the video games industry in any way.

2 Karl QuinnGame developers cry foul as axe falls on Screen Australi§tfdiday 2014) kttp://www.smh.com.au/digitat
life/games/gamedeveloperscry-foul-as-axefalls-on-screeraustraliafund-20140514zrco5.htmb.
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f Taxincentivegad ¢ KS ! dz2 0 NF f Ay { ONBSY t NB RdzObate®fgr Ly OSy (A
expenditure on Australiarfeature films and television programs&s well as larger budget
AYUGSNYIlFGAZ2YLFE LINPRdAzOGAZ2ya aK2d Ay 1 dzZAGNIfTAFED ¢K
Offset (40% for feature films and 20% for TV); Post, DigitalVisual EffectPDV) Offset (30%
for PDV productions); and Location Offset (16.5% for certain productions).

o0 However, video game companies do not enjoy any form of taxation rebate or offsets for
expenditure on Australian video games. None of the aludfsets, whether the producer
offset, the PDV offset or the locati offset, extend to video gamgroductiors. It is only
the film and TV industries that enjoy this level of support from the fedgogkernment.

This also includes (8243 A y @S & (i hé BoAtipa affseff vehidh aftempto attract
foreign productionsof films to Australia,and recently involved the government
committing $47.25 million forAlien: Covenanand Thor: Ragnarok$21.6 million for
Pirates of theCaribbeanDead Mean Tell No Stes and $22 million foAquaman There

are simply no equivalent programs in place to try to attract foreign productions of video
games to Australia, which is especially odd when realizing that should a foreign games
companyever set up adevelopmentstudio in Australia, it would be permanent
establishmenin the country thatdoes notjust commit to one production and move on

1 Other supportg &éScreen Australia offers support for talent and business development, marketing
and distribution, and otheindustry goals. Further funding is provided to tAestralian Film,
Television and Radio Sch@aFTRS)he National Institute for Dramatic Ar{dlIDA)the Australian
/| KAf RNBy Qa ¢ St (BCFK)AusiEny andCtRediiatiohaliFild gnd Sound Arehdd
Australia (NFSA). Various screen bodies, festivals, publications, awards, programs and guild
activities are funded through Screen Australia. For example, Screen Australia provides funding for
the Adelaide Film Festivathe Sydney Film Festivdhe Canberra International Film Festivahd
the Perth International Film Festivadmong others, to provide a platform for filmmakeis
aK2g0OFaS GKSANI LINPRAzOGA2Y & dé

0 The Australian games industry does not benefit from any of the above or equivalent
programs oferedby Screen Australia. While there are sostate and territory initiatives,
on a federal levelyideo gameslevelopersare notprovided withsupport for talent and
business development, marketing and distribution, or other industry goals. Theresare al

no games bodiedestivals, publications, awards or prografusdedby Screen Australia.

IGEA suggesthat several reforms can be introduced to support Australian games development on a
federal level.A great starting point would be to implement thea@mmendations of thd Sy I 1 S Q&
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Environment and Communications References Commyifteg A {ia NBLR2 NI SydAdGf SRZ abD

playing around; ¢ KS  FdzidzNBE 2F ! dzZ2 0 NIX f A U& GdmeRSRepo?* YS RS @OSt

These recommendatiorare copiedin full atAppendix Cbut inshort,the government was urged to

1. Introduce a funding scheme for games development based on the axed Australian Interactive

Games FundAIGhH

Implement a refundable tax offset for Australian expenditure in developing games

Financially contribute to creating sharedamrking spaces for games development

9y O02dzNF 3S GKS FdzNIKSNJ dzZLJil 1S 2F daSNR2dza 3l YS&:¢

Consider the tax implications of crovedurced funding for stastips

o g M w DN

Consult onthe utility of the Export Market Development Grants scheme for businesses
operating in the digital economy

7. To consider, when reviewing measures to support the industry, whether the industry is
improving workforce diversity and providing fair employment ditions

8. Commit to rolling out 2% century broadband infrastructure

IGEA supports all the recommendations of the Committee and believes the government should adopt
theminful ¢ K ®G2NAR (2 DNBg FyR {dzaldl Ay ! dzAGKI Al Q& =
section below goes in to extensive detail as to whis should be the case, specifically for the

recommendationselating to funding, tax offsets, emorking spaces and serious games.

Direct funding fogames development would have array of positive benefitfor the industry In the
éCase Studieg Video game developers funded under the former AKGF & SO A BBFA St 2 &
collated evidenceon the many wayshe axed AIGF fundingdirectly assisted with growing and

sustaining Australimgames developers. AIGF recipients told IGEA that the funding allowed them to:

Accelerate business grow#nd improve stability

Retainand hire more staffespecially experienced staff to expand technical capabilities
Hire staff on a fultime rather thancontractual basis

Support current development efforts and offset production costs

Increase the scope, featwset and quality of titles

=A =4 =4 A4 -4 -2

Produce additional gametgke-on other projectsand expand production capabilities

24 Senate, Game on: more than playiaroundq The future of Australia's video game development indu&éyApril 2016)
<http://www.aph.gov.au/Parliamentey Business/Committees/Senate/Environment _and Communications/Video game_industry/
Repor§ 6 aDIYS 2y wSLERNI£O®
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Attend key trade shows and events

Offset some of the inherent risks of games development

Move out of homeoffices to permanent establishments

Create successful games that help fund the development of new projects

Train and upskill employees

Move projects from the conceptual stages to fdévelopment

Take orlarger and more ambitious games projects

Developgames faster and multiple games simultaneously

Support marketing, administrative, legal and other requirements

Attract additional investmentnd publishing deals

Focus on the creation of neintellectual property

Localise games in additional languages to broaden global appeal and reach new audiences
Invest in and improve hardware, equipment and technology

Develop working demos to showcase to audiences and potentiaktors

Survive through the potential failure of projects

Spend time on research and development

Become more competitive withamescompanies overseas that receive government funding
Engage contractors to assist with projeetsere necessary

Develop garas for additional platforms and storefronfse. PC, Xbox One, PS4, Android) iOS

Release games on the same day for multiple platforms

= =4 =4 A4 -4 -4 -4 A -5 -4 -5 -4 -4 -4 -4 -4 -4 -4 A - -2

Obtain ratings and classifications for games in other territories

Tax offsets for games development wouldlp current Australiancompaniesobtain similar benefits,
while encouraging the creation of new, horggown studios¢ K Extedsion of the producer offset
YR Ay (dNRRdzOG A 2 ysecfioh bel6\s also debcEbdise dthempSsitive &ffets that tax
offsetswould bring.We provide detaile@videnceon howthe introduction of games development tax
offsets overseasctivelyhelp attract large, foreign AAA games developers, wlaskistan retaining
talentin the country, boosts local development agtbws theeconomy We already mentioned how
Canada continuallincentivisedarge companies testablishnew studios irits provinces,andthe UK
example béow describes how tax incentivesncourage games companies ittcrease expenditure
within the country Evidene isthen provided below on how the number of claims in the UK for tax
relief have increased over recent years, demonstrating the importantdgeotliefto developersWe

also provide a case study on how Electrohits in Florida has flourishethanksto the incentives in
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the state This investment also produced a ripple effect thgawnedpartnerships amongst associated
science and higkech industries, attracting more digital and video businesses to the region and
facilitating the development of seodlary and higher education programs aimed at training the highly

skilled employees needed to meet the demands of the local games and tech industry.

The case for introducinfyinding andtax offsets for games development in Australia is very clear and

is baked up byextensiveevidence.But this should be no surprise to the government as there is
obviouslya reason why multipléunding programs angroduction offsets havexisted in Australia for

many years for the film and TV industries. It is clear the gouent already understands the benefits

of funding and tax offsts for screen productionsA (judtdime to extend thesame benefitdo games
development.Accordingly IGEA believes that the federal government shawabstablishthe AIGF

and either extend existing tax offsets to video games (i.e. the producer and PDV offsets) or create a
bespoke tax offset for games developmeWe do not believe that there is necessarily a timeframe
that needs to be met herg but we ask that tis can happen as soon as possible to ensure the

Australian games industry does not fall further behind the rest of the world.

Question 7¢ What would thegovernmentneed to consider in transitioning to new policy

settings?

IGEA asks that the government pasly consults with the Australian games industry when considering
the transition to new policy settings. When the AIGF was axed in 2014, there was no consultation or
warning. This took the entire industry off guard, especially those that had appliedrerlaaking to

apply for funding. If the government agrettmt the above recommendations should be implemented,

we ask that the governmentonsultand work closely with the IGE#Re Games Developers Association

of Australia GDAA and other stakeholdersGEA will always be available to discuss how best funding,
tax offsets and other recommendations can be introduced, especially since our members have the

experience and knowledge necessary to ensure these programs are appropriate for the industry.
Question8 ¢ Is there anything else that you would like t®/ernmento conside?

IGEA would like theayernment to consider our previous submission to the Australian Film and TV
Inquiry.It discusses in detail the current state of the Australian games induktghallenges it faces,

previous committee reports recommeity thatthe government should support the industry, and the

types of support the government can introduce to facilitate the growth of Australian games developers
(including funding and tax br&a). This submissidollowsfor the Departmend O2y @Sy A Sy OS o
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5. State of thelnteractive Games Industry

For the Department to understarttie challenges dza G N> £ A Q& 31 YS RS@GSt 2LIrSyi

today, it will first be important to understand the ate of the irdustry and games development locally.
A. Global and Australiamnteractive gamesndustry

Thevideogames industrys one of the fastest growing entertainment industreasd generates more
revenue thanthe movie and musidndustries2® According to PwQ &ntertainment and Media

Outlook?2¢

1 The interactive games industry globally was wolb$124.9 billion in 2016with forecasts
of AUC$140.2billion in 2017and AUDS185.7 billion in 2021

1 The filmed entertainment industry globally wavorth AUD$90.3 billion in 2016 with
forecasts ofAUDB89 7 billion in 2017and AUD$93.3billion in 2021

1 The music industrglobally wa worth AUDB59.5billion in 2016 with forecasts oAUD$61.7
billion in 2017and AUD$70.3billion in 2021

| dz& ( Nganfei ihdOsiryeacheda total value oAUDS2.958billion in 2016 a 44 increase fronthe
previous yea#’ This hcorporates retail sales of ABDO65 billion and digital sales of AUD$1.893
billion, with the latter increasing by 19% yean-year. Mobile games, digital downloads and
subscriptions continued to grow significantly2016 with sales increasing to AB288 million (up
14%), AUB762 million (up 26%) and AUBL43 million (up 23%) respectively.PwC forecasts the
Australian games industityp outperform filmed entertainment in overall sector value and consumer
spend in 20128 There are also high levels of engagement wiitteo gamesby AustraliansBond
University, in conjunction with IGEfgcently concluded itsDigital Australia 2018tudy of 3135
individuals finding that2?

1 97% of homes with children have computer games

1 67% of Australians play video games

25Nasdaqnvesting in Video Games: This Industry Pulls In More Revenue Than Movie§l 3iisie 2016)
<http://www.nasdag.com/article/investingn-video-gamesthis-industry-pullsin-more-revenuethan-moviesmusiccm634585.
26 PriceWaterhouseCoopergustralian Entertainment and Media Outlook 262G21(2017) <ttp:/pwcoutlook.com.au/>.
27|GEATaking it up a level: Australian video game industry generates $2.958B if{Z®)E6bruary017)
<http://www.igea.net/2017/02/takingin-up-a-levelaustralianvideo-gameindustry-generates2-958b-in-2016/>.

28 PriceWaterhouseGipers,Australian Entertainment and Media Outlook 262G21(2017) sttp:/pwcoutlook.com.au/>.
29|GEADiIgital Australia 2018 DA18 Fir(@b July 2017)http://www.igea.net/digital-australia2018dal8final-2/>.
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46% of video game players are female
34 years old is the average age of video game players
43% of those aged 65 and over play videmes

89 Minutes is the average daily total of all game play

= =4 =4 -4 -2

76% say making video games in Australia benefits the Australian economy

For further Australian video gamearket data in 2016please refer toAppendix Aof this submission.
B. Australianinteractive games development

As is clear from the above statistidbe video games industry both globally and in Australia is
performing quite well. However, the situation issignificantly different when it comes to the
developmentor productionof videogames locallyAustrdia is known for having a small but diverse
gamesdevelopmentsector, comprised mostly oindependent studios® For 201516 in Australiathe

Australian Bureau of StatisticARS found??

1 There were 80 digital game developmédnisinesss(down from 84 in 20112)
91 Digital game developers employed 734 people (up only from 581 in-2P11
1 DevelopesmadeAUD$111.1 million in income (up onfyjom AUC$89.4 million in 201412)

While these figureslo show that there has been some grdwin employment and income for
Australian games developmerdcently, there has in fact been a significant contraction in the industry
when compared to earlier yearJhis isdespite the abovementioned growth in both the Australian
and global video gamesarket as a wholg2 Overall the games development industryn Australighas
decreased in size between 2006 and 2@3®jth employment dropping to about hatff the number

of workers in 2008007 (previously 1,431) and total income reducing fréx$136.9 nillion. Many
major games developers and publishers closed or selg downsized their Australiatevdopment

offices over the year§his pushed the Australian development industry to become moomsprised

%0GScreen Australid, f F @ Ay 3 F2NJ YSSLHAY 9yKFIyOAy3I &adzadlr Ayl @A GE Ay ! dzAGNI f Al Q2
<http://www.screenaustralia.gov.au/getmedia/24e18b&Palb-4c9f8edf54a5fe89f53a/Reporplayingfor-keeps.pdb.

31 Australian Bureau of Statistic3679.0- Film, Television and Digital Games, Australia, 2DA@5 June 2017)

<http://www.abs.gov.au/ausstats/abs @.nsf/mf/8679:0

32 Australian Bureau of Statistic8515.0- Digital Game Bvelopment Services, Australia, 260B(8 April 2008)

<http://www.abs.gov.au/ausstats/abs @.nsf/mf/8515.8/

33 Senate Standing Committee on Environment and Communicaf@ase on: more thaplaying around; The future of Australia's

video game development indust{®9 April 2016)

<http://www.aph.gov.au/Paliamentary Business/Committees/Senate/Environment _and Communications/Video game_industry/

Repor§ LJI 3 SenaenGamedn Repdrtd @
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of smaller, independent studios, which has been described@aFaNt O i dzNB&RS i yRFH4aVI It ¥a ¢ o

There wereseveralreasons behind these closuraacludingthe 20078 global financial crisis, the
appredation of the Australian dollar and, crucialtiie existence of beneficifiinding andax incentive
schemesn other countries®® It simply becameoo difficult and costly to develop video games in

Australia and, unfortunatgl these problems persist todaworking to stifle growth.

I dza G NJ f AeévE@aépmentinduStdy sits in contrast to the overall growth of the Australian games
industry more broadly and the increasing engagement byrAlians with interactive games. The local
sectorstarkly differswith countriessuch asCanada and the United Kjdom, wheresignificantlymore

governmentsupport is providedowardsgames developmentioweverresearch conducted by IGEA

indicates thatAustralian game developmerstill haspotential as a weigHft S&da | yR WYOf SIyQ S

industry 3¢ From a survey of 63 Australian studios, we found that the industry é€ui114.9 million
in 201516, with over 880 of revente derived from overseas markefsee Appendix B. While the
industry isgrowing slowlyon its own, there is a lot of unmped poential. It is here the federal
government can play a role by supporting the industry throagduite ofmechanismsprecisely like it

has done for other screen and creative industries over many yespgcially TV and film.
C. Impediments to the growth of Astralian games dvelopment

9pSy (K2dAK ! dzadNIfAlFQa @GARS2 3JIYS RS@St2LIVSyi
slowly in recent years, there continues to exist several impediments to growth that must be recognised

by the Department Screen Austlia has stated that these challenges includ&ling foreign
investment(whichbegandueto the increasing value of the Australian dollar around 2G@)game
developmenttalent being driven offshoré” Additionally, from 2011 to 2012, thglobal console

market contracted,with the then generatin of hardware reaching maturity (i.e. Xbox 360 and
PlayStation 3). Thishangelead to a shift of focus by large interactive games publishers towards
working on proven franchise titles, with less attemptstéke risks on newer pieces of intellectual
property. Screen Australithen note that, in order to reduce development costqublishers are

relocating studios to territories that offer tax incentives orritories with low labour costssuch as

34Leigh Harris, Flat Earth GamB#16¢ Video Games as a career p&#Y July 2015)
<https://www.youtube.com/watch?v=iwoZ03AY 7k
35 Senate Game on Repd@29 April 2016)
<http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Environment and Communications/Video game industry/
Report page 12.
36 Interactive Games and Entertainment Associatibustralian game development industry a significexport opportunity(21
December 2016)kttp://www.igea.net/2016/12/australiangamedevelopmentindustry-a-significantexportopportunity/>.
37 Screen Australiddustralian Interactive Games Fund: Options paper for comiiénbecember 2012)
<https://www.screenaustalia.gov.au/getmedia/677b5266b3b-4b0f-98a554ffc261aabb/Game®ptionsPaperl0Dec2012.pdf.
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China,¥ RA I I y RThe dxitankd of bieneficial tax incentive schemes in countries other than

Australia is an absolutebrucial factor to keep in mindere (seethe dTax Offsets aSOGA 2y 0Sf 240 @

Moreover, diring the writing of our previous submission to & Senate inquiry on the future of
ldzaGNI € AFQa 31YS RSEES toadubtes yinierviewy WitzdiddNEuals and
organisations involved in games development in Australiae interviews confirmed thatany

Australiandevelopers continued to facgmilar challenges as those described above. Thredade:

1 Inability to access Australian and overseas caftainnovative game development

1 Noncompetitive tax structures for interactiveagnes development and production

9 Limited marketing and other general business assistance for the promotion of interactive
gamesin the global marketplace

1 Loss of talent to overseas markets, particularly North America and Europe, despite the strong
pipeline of new talent through innovativAustralian training institutions specialising in
interactive game development and computeieste

1 Inadequate broadband infrastructure

IGEA also conducted more recent research on this topic, comprehensively surveyirgreixtpf
some ofthe most succesful companies in the Australian video gasdevelopment industrywhich
each earntat least over $25,000 in FY 2016)0In addition to showcasing the significaetport
potential of the industry, the survey also confirmed that many of the abovementiatatienges

continue to plaguéAustralian game developeteday. Predominantly, these challenges include:

A lack of gvemment support and understanding
High peed internet access (i.e. NBN)
Attracting investment for expansion

Early stage development fundj

= =4 =4 -4 -2

Skills shortages

LYLRNIFyGftexr GKS {SylFrdiSQa 9y@ANRYYSYyld FyR [/ 2YYdzyA
SYyGAdt SRY aDlFYS 2yY ¢VhNire of isifalialsivided dagicddeveldbid@ndny R

38 |bid pages 6.
39 |GEASubmission to Senate Environment and Communications References CoihSgpeember 2015)
<http://www.aph.gov.au/DocumentStore.ashx?id=5b5dfefitid6-4556-957Fe95785c6dc75&subld=401729
40|nteractive Games and Entertainment Associatimstralian game development industry a significant export opportu@ity
December 2016)kttp://www.igea.net/2016/12/australiangamedevelopnent-industrya-significantexportopportunity/>.
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industry€, very muchagreed thatthe Australiangame development industry has faced significant
challenges®* The Committee concluded thatbecause ofthe abovementioned closures of
international game development studios in Australia, the industry underwent significant structural
change. With regard® skills shortagest described both the loss of experienced game development
workers to other sectors and countries, and the reduction in the number of international studios, as
GLINROE SYFGAOEd ¢KS / herviddoigdnt Sevaldsneat theliny dlsd Ruffeiied I G & G
a setback as a result of the Australigovernments decision in the 20245 Budget to abolish the
Australian Interactive Games Fund (AKGE) g KAOK Al o0StAS@OGSR G2 o6S |

Q)¢
(p))

relatively modest cost to thgovernment This decision just exemplifies the above perspedfioen

games developerthat the Australiargovernmentdoes not understand, andearlyfails to support,

GKS 20t 3AFYS RS@St2LIYSyd Ay RitisibNdpparent that tReS & ONA 6 SR
government has given explicit attention to interactive game development and the potential for

Australia's future that this industry could provide. Ly GSN¥X& 2F oNRIFRolFYyR | O0S
noted that due to the lack of high speed internet infrastructuredustralia, game businesses here are

at a competitive disadvantage compared to the rest of the wétld.

41 Senate Game on Repd29 April 2016)

<http://www.aph.gov.au/Parlianentary Business/Committees/Senate/Environment and Communications/Video game _industry/
Report> pages 73.

421bid page 78.
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6. ParliamentReportson Australian Video Game Development

As part of thiscontent review, theDepartmentwill be focusing on mechanisms that can fostada
support Australian screen contenn line with these terms of reference, thmibmission wilhighlight
theseverakeyT I OG2NE (GKIFG OFy O2yGNRO6dzi S (2 iddokgdnesaI NR 6 G K |y

development industry.

But before doing soit is crucial to recognise that there haaeadybeen two separate Parliamentary
reports that havecomprehensivelyputlined anddiscussedhis verytopic. These are th&enate report
Ayid2 GKS TFdzidzNBE 2F | dzZAGNI £ A Qa tadding £E8mmAdedS RS ISt 2 |
Environment and Communicatiolthe SenateGameon Repor{*3 and the House of Representatives
report into innovation and creativity by the Standing Committee on Egmpknt, Education and
Training(the HoR Innovation and CreativityRepot).*4 Both reportsmade recommendations that
strongly urge thegovernmentto support the development of video games in Austrdli#s important

to appreciatethat these reports were put forward kiyvo separate Committees: one froeach house

of ParliamentFurthermore the reports were unanimous and crepsirty ¢ meaning that we now have
Members and Senators frommost allmajor political parties(Liberal, Labor, Greens, the Natals
YR bAOl - Syrakiligthe/sBnie recdnimahdaticato government Never in Australian
politics has thereever been such a strong sentiment with regards to supporting video games

development being echoed acroge halls ofParliament.

Now really is the time for thegovernmentto take heed and act tsupport the Australian games

development industryAn obvious starting point, of course, would beilmplementing the numerous
recommendations made by the Housef Representatives and Senat€ommittees in the
abovementioned reports. These recommendations, Wwhicange from introducing funding
mechanismand tax offsets for video games development, are very much some of the key factors that

can and willO2 Yy iNA 6dzi S (2 GKS 3INRGUK |yR &dzadFAylroAfAde
industry. Accordingly, thefollowing sections will be dedicated to outlining these specific

recommendations.

43 Senate Game on Repd29 April 2016)

<http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Environment and Communications/Video game industry/
Report>.

4 House of Representatives Standing Committee on Employment, Education and Ttaipiirg, into innovation and creativity:
workforce for the new econon{ivay 2017)

<http://www.aph.gov.au/Parliamentary Business/Committees/House/Employment Education_and_Training/Innovationandcreativi
ty/Report - Innovation _and creativity.
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A. Senatec C dzil dzZNB 2 F ideodzime Ndvelopnheritusidy

On22June2015,dny lj dZA NB Ay (2 ! dzZAGNI £ Al Q4 @omRiéngedbdtheY S RS OSTE 2
Senate®¢ KA &4 AYIljdzZANE g1 & O2yRdzZOGSR o0& (GKS {Syli{iSQa 9y«
Committee (theSenate Committeg which released its final report on 29 April 20%6After

considering 111 submissions amiltiple public hearings, the Senate Commit®e2 y Of dzZR®R G KI i &
maintain economic growth, prosperity and international competitiveness, advanced economies such

as Australia need to embrace innovation and transition to a knowledge economy that relies on

teckKy2f 238 |yR KAIKE @ vded daheSdevel@meéntiibdhstfaldeCsknate & (i K S

I 2YYAGGSS taz2 adl (SierAlskdidito Hildoditsl Exidtyid iddAsByaandSdE A a . a
ensure that this creative and technolofgcused industry can play a key role in helping Australia

transiiz y G2 | £ S| RA y&in oRldr B Rahieve thi§ D Seaté Edmemitire forward

eight recommendations that it believed should receive immediate consideration from the

government While these recommendations have been reproduced in fulipdendix Cbelow, they

will also be summarised now. In short, the Senate Committee recommetheéagbvernmentto:4°

1. Introduce afundingscheme ér games developmeriiased on the axed Australian Interactive

Games FundyIGH

Implementarefundable tax offset for Australiagxpenditure in developing games

Fnancially contributeo creatingsharedco-working spaces fogamesdevelopment

Encourage th& dzNJi K SNJ dzLJi | { S 2 F ara 8ddagodznd dhers&®drs Ay KSI

Gonsider thetax implicatiors of crowd-sourced funding for stastips

o g A~ L DN

Gonsult on the utility of the Export Market Development Grants scheme for businesses
operating in the digal economy

7. To considerwhen reviewing measures to support the industry, whether the industry
improving workforce diversity and praiing fair employment conditions

8. (Gommit to rolling out 2%t century broadband infrastructure

45 Parliament of Australiguture of Australia's video game development indu@g/June 2015)
<http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Environment_and Communications/Video _game_mdustry
46 Senate GameroReport(29 April 2016)

<http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Environment and Communicatides game industry/
Report.

47bid page 71.

“8|bid page 71.

49 1bid pages 8B9.
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Unfortunately, there has yet to be any response by ¢fewernmentto the recommendations of the
Senate CommitteeWhile the governmentwas required to provide its official response within three
Y2yGKa 2F GKS NB LIBNIRS have fdzsell Airdé thahegyvEnmdHadNdlsm

been queried several times in Parliament and Senate estimates anciteasingly ovdue response,

but it hascontinuously repeatedi KS &+ YS | ya6SNJ (G KI ( -df-govetdindng/ & (2 NBf

response to the Senat8ameon Report.50 However,as of4 August2017, this has notet happened.
B. House ofRepresentatives; Inquiry into innovation and ceativity

On 9 November 2016, thdouse of Representativedanding Committee on Employment, Education

and Training (thaHoRCommitteed | R2 LGSR |y AYIjdzZANBE Ayid2 YI GG§SNA
system can meet the needs of a futuebbur force focused on innovation and creativi@@EAodged

a written submission based omany discussions with video games developers appeared as a

witnessat a public hearingn May 2017, thdeHoRCommittee released its final report.

TheHoRCommittee made 38 recommendations in total, but most important for the purposes of this

adzo YA&dAaAA2Y Aad NBO2YYSyYyRI Xk Commitee regokihedds thathe Ra | a
Australian government introduce a funding scheme based on the former Austaal Interactive

Games Fund @ ¢ KA & NI O2 YeXabtgaRé as that gut fandardibKtSeBate Committee

in its report The HORCommitteethen went on to state that creative digital skills such as games
development are important to the Australian ezamy. It commented on the ability of video games

to serve purposes other than just entertainment, including education and healdppreciated that

Australian games developers had limited access to finance, especially due to taemepatitive tax

strudures that exist for games development. Moreover, when presentingo®R/ 2 YYA 1 1SS Q&
findings to Parliament, Deputy Chair, Terri Butler Mfenlyspoke out against the axing of the AIGF

and emphasised that thgovernmentshould introduce federal fundinfpr games developmer#

50 CommonwealthParliamentary DebateSenate, 12 October 2016, 1648 (Sen James McGrath)
<http://parlinfo.aph.gov.au/parlinfo/search/display/display.w3p;db=CHAMBER;id=chamber%2Fhansards%2F 78808159
843e-a630dbcac8e5%2F0132;query=1d%3A%22chamber%2Fhansards%2F 7880B315a384 3e a630dbcac8e5%2F0131%22
CommonwealthParliamentary Dieates,Senate, 13 June 2017, 3598 (Sen James McGrath)
<http://parlinfo.aph.gov.au/parlinfo/search/display/display.w3p;db=CHAMBER;id=chamber%2Fhansards %2 Ff&Dm-133 e
b4ef677ab731c166%2F0118;query=1d%3A%22chamber%2Fhansards%2FfeBrRleb4ef677ab731c166%2BA8%22;
CommonwealthSenate Environment and Communications Legislation Committee Esti®atege, 25 May 2017 (Sen Mitch
Fifield) <http://parlinfo.aph.gov.au/parlinfo/download/committees/estimate/0e08bd6866346b8 8934

f2863e62504b/toc _pdf/Environment%20and%20Communicatid?@%gislation%20Committee 2017 05 25 5044.pdf:fileType=ap
plication/pdf>.

51 CommonwealthParliamentary DebatedHouse of Representatives, 19 June 2017, 1648 (Terri Butler MP)
<http://parlinfo.aph.gov.au/parlinfo/search/display/display.w3p;query=1d%3A%22chamber%2Fhansardr%2F6 SRRb@E5 1 a
9b67-8ffc51063978%2F0050%22
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7. CHOG2NE (2 DNB6 FyR {dzadl Ay

Development Industry

Theaboverecommendations put forward by the Senate aHduse of RepresentativéaSommittees
are some of thekeyfactors that can contribute to the growth and sustainability of Audtrel Q& s 3 Y S
development industrylGEA supports these recommendations and encourageD#martmentto
adopt themin the final report forthe content review The remainder of this subssion will go into
more detail onseveral of these recommendations aegplain whythey should be acceptedPlease
note that whie, forthe Departmen & O 2 y @&&nye bfthe/s@cfions below have summariskey
information within the Senat@ &ame onReport, IGEA encourages tHeepartmentto read the full
report referenced heré? Gtations will be included wherapplicable IGEA has also collatdd case
studies on Australian games developers theteived funding under the axed Australian Interactive
Games FundAIGH, along withother state and erritory governmentlevel funding. Thesestudieswill

be provided below to exemplifgow much of an impaagovernmentfunding in games development

can have, particularly in terms of facilitating stabiltbysnessgrowth, profitability and staff hires.
A. Fundirg

Importance ofgames developmentihding

Federalgovernmentlevel funding programsor video games development and production will be
ONMHzOAFf (G2 KSt L) 3 NRideo gayidindusiyavideoiggime delmlopriekisf ah I Q &
inherently risky endeavour, particularly fohe small to midsizedstudios that make up the vast
majority of Australian developer#s withmostother entertainment producs, the succes®f a video
gameis never guaranteed. & games may become top sellers overnight, some may achieve relative
success, and others may not make a return on cost. But video gamestiravadded factor of
requiring, at the very leastone to four years of devikopment and sometimes even more before
release. This means that throughouthe entire development periodthe project will attract no
revenue, yet expenses such as staff, rent and intecostswill still need to be paid. Thigrcumstance
pushes Australian studios to cut down on costs by rigbdp additional stéf, improving technologypr

investing innew games and their owimtellectual property [P). Some studios will even operate on a

52 Senate Game on Repd9 April 2016)
<http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Environment_and Communications/Vaee ondustry/
Report. See pages 236.
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purely workfor-hire basis to make ends meet, which is troly conduciveto the businesgrowth of
a devdopment studio as typically IP or royalty rights will not be retained. This is wdrgegprise or
productionfundingbecomes key to enable studiogo become stable anthvest in original, wholly

owned IP and video games that enable a continuous retaringestment.

Unfortunately,unlike studios in some Australiatages orother countries many Australian studios do

not readily have access fanding or otherinvestmentto help mitigate some of thabovementioned

risk, let alone tax offsetshat havelong been available in Australia for other screen and creative
industries (discussedin the dTax Offsets section below). These studios are left at a severe
disadvantage, especially when a large component of their business is the capacity to compete with
other studiosthat do benefit from forms of gvernmental fundingAustralian states such as Victoria

and countries such as Canada, Finland and the United Kindgdoreall done agreatjob in recognising

the value ofgames development antave long supportedtudios with funding and grants so that they

can reach their potefidl. L i A & 2dza il dzy T 2 fededdgdvaintneniivibichiconstaiztyi NI f A | Q&
talks about the importance innovation, technology and the digital economy, has failed to reciprocate.
While the Senatésameon Report summarised thevarious fundingprogramsaround the world for
games developmeri€ the report is now oveb00days oldandthe information contained thereimay

not be erirely up to date. Accordinglyhe following sectionswill provide an overview of the types of

games development funding initiatives availabtehe time of writingin some of theabovelocales.
Victoria

Victoria has long supported videgames development in Australia. Thé&ctorian government

understands the needs of the industry, liaises with developers and stakeholders on a frequent basis,

and has implemented several funding programs to assist Victorian games companies and the
dewvelopment of video games in théage. Considering all thesedtors, it is no surprise thaiver half

2 F | dza (i N3dévalopfent s@dio¥ &e based in Melbourne algnéth just 14% in Sydney and

13% in Brisbané}.In fact, evidence provided during the Sen&@ame orhearing suggests that the

maturity in the Vitorian market for games development is owed almost solely to the generous support

offered by Film Victori&&¢ KS { GF 1SQa Fdzy RAy3a AYAGABGAGSE F2N ALY

531bid pages 284.

54|GEAAustralian game development industry a significant export opport§gityDecember 2016)
<http://www.igea.net/2016/12/australiangamedevelopmentindustry-a-significantexport-opportunity/>.

5 Mr. Benjamin Britten, Mighty Games Growgnate Environment and Communications References Committee Héisard
February 2016) page 14.

56 Film VictoriaFunding for Game@017) $ttps://www.film.vic.gov.au/funding/gamegunding/>.
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1 Assigned Production Investmertf Up to $150,000 (and sometimes more) is availeble
Victorian games companieand residentsto develop andmarket video games for any
platform, with a focus on the creation of saivnedIP. Fundsare tobe used to support the
prototyping, developmenand release of a gam{@ncluding staffinglicensingand legatostg,
but up to $30,000 can besedfor marketing and related expenséscludng strategy, public
relations and advertisingApplicants must cdund the projectwith contributions that match
CAf Y =A Ol 2FNd icda will dispdRgidgrApplications for porting games to other

LX FGF2N¥a FyR (GKS RSQOSt2LIVSyd 27F chneRAASA2Y I €

part of the programJFilm Victoria announced this year it is funglinine games developers
4 K A @ kxpected to supgrt more than 40 employment opportunities in the games sector
andgenerate 2 30 PmMPH YA 8Bl thepreFicuddounds Bim Yictdrialfdnéed
another nine games developers, with the total amount accruing to more than $4482000.

1 Games Releas® Up to $30,000 is available for Victorian games companies and residents to
engage consultants to assist with the marketing and release of a games project. Funding can
be used for legal fees, marketing assistance, business development and licensing costs.

1 Games Professional PlacemerffsUp to $20,000 is available for Victorian games companies
to engage a practitioner for 6 months or more to increase the skills, experience and
opportunitesA y G KS {dFdSQa 3l YSa AyRdzaGNEO®

1 Women in Games Fellowship PrograihUp to $25,000 is available for Victorian women to
undertake fellowship and professional development opportunities (i.e. business courses,
internships, mentorships, etc.) to assist théoomove into key roles in the games industry.

1 Targeted Business Travéf Up to $3,000 is available to Victorian games developers and
producers to attend international marketsdeventsor to undertakeinternational business
travel. Film Victoria eveapenedatargetedfunding round for attendance to the Tokyo Games

Show,enabling developers to showcase their games at the large conference

57Film VictoriaAssigned Production Investmg2017)

<https://www.film.vic.gov.au/images/uploads/Assigned Production Investment Games Guidelines.pdf

58 Film VictoriaFunding Boosts Powers Up Nine Local Game Develdgedane 2017)https://www.film.vic.gov.au/news/funding
boostpowersup-nine-locatgamedevelopers.

59 Premier of VictorialFunding Takes New Games Projects to the Nexel (2December 2016)
<http://www.premier.vic.gov.au/fundingtakesnew-gamesprojectsto-the-next-level/>.

80 Film VictoriaGames Relead@017) sttps://www.film.vic.gov.au/images/uploads/Games Release Guidelines.pdf
81 Film VictoriaGames Professional Placeme(2617)

<https://www.film.vic.gov.au/images/uploads/Games Professional Placement Guidelines.pdf

52 Film VictoriaWomen in Games Fellowship Progrggfil7)

<https://www.film.vic.gov.au/images/uploads/Women _In_Games Fellowship Guidelines 2012. .pdf

83 Film VictoriaFunding for TravéR017) $ttps://www.film.vic.gov.au/funding/travelt.
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Canada

Alongside the tax creditthat manyCanadian provinces offfor A RS2 3 YSa RI&St 2 LIYSy i
Offsetg sectionbelow), funding is also offered on &ederal level throughthe Ganada Media Fund

(CMB.%4The CMF is a ndor-profit body, funded by théederalgovernmentof Canada and mandated

by theDepartmen2 ¥ / F Y RAFY | SNAGF3ASd / aC dabflesaelidB@SA dSa ¥ dz
IPTV distributor§® In 201516, the Canadiarfiederalgovernmentprovided CAL$134.1 millim to the

CMF for its operationswith CAL$229.9 million coming frontable and satellite distributs via

broadcasting distribution undertaking§LikeScreen AustralisdCMF offers funding for the cagion of

Canadian content, but the key differentsthat CMF does not discriminate between different types

2F aONBSy O2yiaSyidd /aC adzllliPNEAzZ f yRSRE R&X Daya Ry 4 ¢
TVand digital media industriesyhereasScreenAustralia has a narrower remit that does not include

games development.+ A RS2 3 YS& FINB LINAYFINARf& TFdzyRSR @Al [ a
adzLJL2 NIia GKS iR&Gaothvd digltdyrBedial cor?efit artd software applications that are

innovative andéadingedge 6@Projectsare only eligible for funding ifthey a2 y Yy SOG SR (2 /I yI R

cultural sector. Th&xperimentaBream consists of the following programs:

1 Innovation Progranmf® Up to CAL$1.2 million is available fo€anadian companies for the
development, production and/or marketing @anadiannteractive digital media content and
software applications, including video gam&s any platform that are innovative and
leadingedge.Funding caronly be used for costs related to the project, inding research,
content preparation, salaries, technology (hardware and software), travel and marléting.

o Developmentfunding is in the form of a repayable advanead it supportsthe
conceptualisation of a project (market assessment, product positioniegiod,
marketing strategies, etc.) and/or the development of the technical and creative
elements of a project (design documents, storyboarding, scripting, prototyping, etc.).

0 Production funding is in the form of a recoupable investment and it supptits
creation of themarketready or final version of a project, including localisatiesxly

marketing and commercialisation costs.

64 Canada Media Fundbout ug2017) sttp://www.cmf-fmc.ca/enca/aboutus>.

65 Canada Media Fun&AQ(2017) sttp://www.cmf-fmc.ca/aboutus/fag>.

66 Canada Media Fun@01516 Annual Repoi31 March 2016) fttp://ar -ral5-16.cnf-

fmc.ca/finance/management discussion and analysis/

67 Canada Media Fun&rogramq2017) sttp://cmf -fmc.ca/programsdeadlines.

68 Canada Media Funthnovation Progran2017) sttp://cmf -fmc.ca/programsdeadlines/programs/innovatiofprogran®.
69 Canada Media Funé&xperimental Stream Innovation Program: Guidelines 202818(2017) +ttp://cmf -
fmc.ca/getattachment/e88c9c84b584becal3fe8f2dad10af7/InnovatiofProgramGuidelines.aspx
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0 Marketing funding is in the form of a recoupable advance and it suppdts
promotion of a project, including domestic and global marketing, design costs,
marketing testing, internet promotion, publicity, localisation and marketogts

1 Commercial Projects Pilot Progra(@3PY°Up to CAL$1.2 million is available for Canadian
companiesto produceCanadian digital media content and software applications, including
video games for any platfornThis funding program focuses less on innovation and more on
theLINR O 0 Af A& ¥ 2 &dialiskcBesd INke tBeDrindyadtion®edyf@Bp only
consists of Production funding in the form of a recoupable investmesupport the creation
of a marketreadyand final version of a projed€3P funding can only be used for costs directly
relatedto the project, including research, salaries, technology, travel and markéting.

1 Accelerator Partnership PrograrfA2P)’2 Renewed for the 20%18 financial year, the A2P
LINE ANJ Y A a prRviilé graslyE8sRof digRal ndedia projects funded througta C Q &
Experimental Stream with better access to mentorship, markets and ¢dpitdheir CMF
Fdzy RSR LONR &t&émiodkéwith businessor seedacceleratorsand assistdhem to
connect with former CMF funding recipienticcelerators will selectecipients and the CMF
will provide up toCAL$30,000to the recipient for their CMffunded project in the form of a
non-recoupable contributionThe funding can be applied to costdated to participation in

accelerator programs, including consultationemtorship,training, wages and travel

Since its inception in 2010, the CMF has provided funding towardg&388s projects.The 20162017

fiscal year marked the beginning of the Accelerator, Commercial Projects and Innovation programs,

which to date haveprovided CAL$1.1 million, CAC$1.6 million andCAL$30.5 million in funding

respectively to Canadian game projects. Between 2010 and 2016\ Bkgerimental Stream funding
O2yaraisSR 2F + &Ay3at S a9 E LS NACAGILG milioa n fudid@ NI Y= G KS
video games. This means the CMF, thanks in part to consistently large financial contributions from the
Canadianfederal government has provided totalfunding of over CAC$143 million for the

development, production and marketing of videgames, and accelerators housing video game

development companie&. This immense level of support that tiiederal Canadiargovernmenthas

70 Canada Media Fun@ommercial Projects Pilot Progrg017) <ttp://cmf -fmc.ca/programsdeadlines/programs/commercial
projectspilot-progrant.

7 Canada Media Funéxperimental Streap Commercial Projects Pilot PrograBuidelines 2012018 Q017) <ttp://cmf -
fmc.ca/getattachment/0aabe49641846c79ddb-64dd23840d0f/CommercigProjectsPibt-ProgramGuidelines.aspx

72 Canada Media Fundccelerator Partnership Prograf2017) <ttp://cmf-fmc.ca/programsdeadlines/programs/accelerater
partnershipprogrant.

73 Canada Media Fundccelerator Partnership Program: Guidelines 280¥8(2017) 4ttp://cmf -fmc.ca/getattachmentlcee9df6b
2ce043b398db-00a9153fbf4f/AcceleratePartnershipProgramGuidelines.aspx

74 Canada Media Funé&unded Projects Databaé20102017) $ttp://www.cmf-fmc.ca/fundedprojects/previously
funded?streamType=stream E&displayTotals=false&pageSize=10&ContentType=Game#resultSet
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provided towards video game developmeniust be commendedAccording to the Director of
aAONR&2F( Q4 APBSEIG YR Y LINE & NEh gdverneNdisdpport forviddol = &
games in Canada has been tremendous and the net result is that Canadian games asoinefaf

GKS 0Said ATHe wirid Bweg 2lidd bR of a debt to the Canadian government foatvthe

Canada Media Fund has done in helping jtstaat a lot of really amazing gane®And it is thanks

to such support that | y I Rdedg@mesndustry hasrow employedover 20,000 people, with72

studios active in the countrfCanadaanks third inthe world for developing games, with the industry
addingoverCAlPo 0 Attt A2y G2 /I ylFrRIFIQa D5t SIFOK &@SIFN FyR
CAL$71,0007 Australia, by comparison, has only 842 employees in 2005Mc | OO2 NRA Yy 3 (2

own research; with the ABS reporting an even lower amount at 734 employed for the same périod.
Finland

Finland provides funding to video games developers through the Tekes: Finnish Funding Agency for
Innovation Tekes, which is a part of th&innish Ministry oEmployment and the Economgames
development funding has traditional been available through its generic funding services, including
Startup (for enterprises under 5 years old aiming at the international marke®ME(Smal and
mediumsized enterprisethat have the capabilities to develop their business and boost their exports
and Large Companief_arge corporations and mid cap companies seeking to renew themselves and
develop alongside SMEs and research organisgti@iglditionally,during 2012 and 20, Tekesan

the Skeneg Games Refuelled Progratkend, a dedicatednitiative for video games development
aimed at funding and boosting the growth of the Finnish games indu&frgroximately 117 video
game projects were funded via Skef¥dor a total anount of EUR30 million8! Overallsince 1995
Tekes has provided EEFS million in total fundingo the Finnish video games industry, with funding

consistingof several million euros per yedeJR8.4 million in 2013 and EWR5 million in 201452

sCanada MediaFund, K+ y1 & (2 GKS / aC3xX /[ Iy lrsRdnoheight¢R March2017) &ta:/chff Rdza G NB &2 |
fmc.ca/enca/newsevents/news/march2017/thanksto-the-cmf -canada%E2%80%99slec-gamesindustry-s>.

76 ESA Canad&ssential Facts 2018016) sttp:// theesa.ca/wpcontent/uploads/2016/11/2016 booklet Web.compressed2.pdf

" Interactive Games and Entertainment Associatidnstralian game development industry a significant export opporty@ity

December 2016)kttp://www.igea.net/2016/12/australiangamedevelopmentindustry-a-significantexport-opportunity/>.

78 Australian Bureau of Statistic3679.0- Film, Television and Digital Games, thali, 201516 (15 June 2017)
<http://www.abs.gov.au/ausstats/abs @.nsf/mf/8679:0

" Tekes Tekes funding servicé®017) $ttps://www.tekes.filen/funding/>.

80 Tekes Tekes programme: Skegé&ames Refuele@01215)

<https://extranet.tekes.fi/ibi apps/WFServlet?IBIF ex=0 projekti rapl&YTARKASTELU=Q&YEDTASO=0OHJELMA&YOHJELMA=Skene
&YMUOTO=HTML&YKIEH=E

81 TekesFunding for video games developmé2®17) https://www.tekes.fi/en/programmesand-services/recenthyended
programmes/gameunding/>.

82 TekesFunding for game companié2017) sttps://www.tekes.fi/len/programmesand-services/recentiyended
programmes/gamedunding/services?.
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Fundingi KNR dzaK ¢S1S& Kra 3INBFGfe FILOAtAGIGSRsGIKS 3INRS
development industypCNRY wHnnn (2 HamnXY GKS GdzNYy2adm) 2F GKS
EUR40 million to EURL800 million each year, which amounted to E¢B847 in total forthe 10-year

period. As a result, Tekes has stated thé@rom the point of view of national economy, the game

industry has grown to be a sigmidint part of KS CAYYyAaK Ay Rz duNber 6f £ I yYR&OI
O2YLI yASaA Ay y@dsylsolinérBaai fromyAR inzd00A\b 26@014, with over 50 of

those companies receiving some form Békes funding over their life (equalling 20% of the total

number of game companies in Finlan@henumber of employees increased from 600 to ovB6Q in

the same period, with the turnover per employee growing much faster than in traditional industries.

The involvement of Tekes also helped attract further funding from private investors, which contributed

EURS53 million towards Firnish game companiefm 20122015 having the effecof reducing the

relative shareof ¢ S 1 S & Q fradZy6%A il ZD04 tqust 0.31% in 2014Tekes claims this level of

LINA @ 6S Ay@SaldyYSyl aiavLie g2dd R y2i KIFI@S 6SSy LkRaa

United Kingdom

The Ukgovernment through theDepartmentfor Culture, Media and Sport, launched thi Games

Fund2y mMH hOG20S8SNJ Hamp (2 KSt L) THINGdCeSderiilhjéct | Y QA OAR
GBRE4 million into the fund over four years from 2015 to 2018 order to help smaller games

companies in the conceptualisation and geoduction stages of developmenthe UK Games Talent

and Finance Community Interest Compamgnages the fundrhe UkKgovernmentstatedthis fundwill

I & & A & éreating jabKnuréuring talent and furthering the growth of games clusters all around the

UKE ¢KS aAyAAaGSNI F2NJ / dzf GdzNBE ' yR (GKS . NAFA RIYIQa9 @AWRDSY
games punch well above their weight internationally and we need to builthisnand invest in the

strength of our creativity. This fund will give small businesses,-gftand individuals the support

GKSe ySSR G2 o6SGGSNI FGGNI OG LINXRQGIFGS Ay@SaidySyid I yR

The UK Games Fund consistssefreral funding and support programs. Firstly, grants of up to
GBR25,000 are available to help games development businesses create prototypes for their video
games. Secondly, grantsug to GBE50,000 will be considered to enable companies to move fodwar

with their video game projects beyond prototyping. Lastly, there arangeof talent development

83 Tekes10 Years of Funding and Networks for the Finnish Gaduestry(2017)
<https://www.tekes.fi/globalassets/global/ohjelmaja-palvelut/ohjelmat/skene/aineistot/10yearsof-tekesfundingand-networks
for-the-finnish-gameindustry20042014.pdb.
84 Departmentfor Digital, Culture, Media & Spodgpvernment launches £4million Video Games Prototype Fund to support UK video
games devi®pment(12 October 2015)ktps://www.gov.uk/government/news/4mfund-to-kickstart-the-next-tomb-raider>.
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AYAGALF GA @GS acempatikiongidt studeh® andzir &luate teams to create and showcase new

games, mentoring for businesses and individuals, argbapnities for talented individuals to ark

2y 3l YSA LINE G 2 ipdduSionlamipratéypitiggage orucialdiBges in the development

of a video game, and without proper funding or resources it can be difficult for games companies to
continuebeg YyR® ! & ¢gAGK CAYyflIYyRQa TFTdzyRAYy3I AYAGAFGADBSExS
investment.The importance of thikevelof funding is even more clear when considering that over 500

companies have applied to seek support under the UK Gamesdiura 2015.

The UKgovernment through the UK Games Fund and vasitax offsetsfor video game production

0 aS&otsets aSO0A 2 ywitliob fuadiantielped Fadilitate the growth and sustainiity

of the UK games industryo dde, three furding rounds have been executed under the UK Games
Fundand a fourth will occur later this year, with 55 video games projects funded s&°fdlany of

these successful recipients have gone on to secure further funding from private investors thanks to
the grants, as well as other publishing and creative development opportuniesthe year ended 31
March 2017 the Departmentfor Culture, Media and Spoirtvested GBP£1.5 million via the UK Games
Fund®¢ KS ! YQa 3 ndnSmmplofsyhiRrézindri2,B0O staff in 1,00@ames development
organisationg” contributingGBFE1.6billion to theO 2 dzy’ GINEI(Pa16?

Australian Interactive Games FUAIGF)

Given the array of funding mechanisms in place for games developgiebally and within only
certain Australian tates, it goes without saying that many Australian games developersat a
distinct disadvantage when trying to compedmd grow In light of these considerationdoth the
House of Representatives and Sen&emmittees recommended #t the federal government
introduce a funding scheme for video gastevelopment based on the formé&lIGFThe AIGF was a

$20million fund commencing in 20l&hdwasinitially set to runoverthree years, with the funding to

85 Departmentfor Digital, Culture, Media & Spoithird Round of UK Games Fund winners annou{®eMarch 2017)
<https://www.gov.uk/government/news/thirdround-of-uk-gamesfund-winnersannouncec.

86 Department for Digital, Culture, Media & SpoAnnual Report and Accour(31 March 2017)
<https://www.gov.uk/government/uploads/system/uploads/attachment data/file/631336/DCMS Annual Report and Accounts_2
016 to 2017- web optimised version.paf

STIGA¢ LD! Qa tfly G2 LYONBlFaS 9YLiz28YSyil (AMay2dKs | Y +ARS2 DIYSa LyRdza

<http://tiga.org/news/tigas-planto-increaseemploymentin-the-uk-video-gamesindustry-by-40-by-2022>.
88 Power Up GamindgJK Gaming Industifyositioned for Strong Growth in 20(& January 2017)
<http://powerupgaming.co.uk/2017/01/08/ukgamingindustry-positionedfor-strong-growth-in-2017/>.
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be administered byand channeled through Screen Australi& As part of the AIGFScreen Australia

implemented twofunding programs¢ TheGamesEnterprie and Games Productioprogram:

1 The Enterprise program enabled applicants to obtain up to $1 million to fund business
operatingcosts awl the development olvideo games, witlthe funding able to be applied
towards production, travel, marketing, training, staff hires and ma@é.the total amount
provided,a minimum of25% was designatedsa loan, with the remaindex pure grant®

1 The Production program was designed to assist the development of a single videagame
project, with up to $500,000 availabjeer applicant. Where funding was less than $50,000, it

was designated as a grant, and funding over $50,000 was a recoupableranes!

Arguablyone ofthe most important aspestof the AIGF was its sedfistaining nature; money that

was paid back into the fund after loan repayment or recoupment would then be used to help fund

other developers through Enterprise and Program fugdimunds Screen Australia described this as

adzOKY xa { ONBSy ! dzZAGNI f Al Qa AydSy ldamhesiniegments £ 2 OF 1S -
into further fundiy’ 3 G KNB dz3 K (i K S &A%BImpdrhtaMi$, &s dednaBsHaED bydhe delow

case studis, many developers that received funding under these progtaave in facbegun to pay

back the designated loan portions of their funding, which could have been used to assist other

developers seekingupport Unfortunately,as part of the May 201federal Budget cut$3the AIGF

was completely axedby the Coalitiongovernmentand Screen Australia stopped accepting further

applications for games fundirfg At that stage, only $10 million had been provided to Screen Auatral

with the remainder beingut. TheAIGF formally ceased operatison 1 July 2014.

The axing of the AIGF was incredibly disappointing and disenfranchising for the Australian video games

industry. The decision was made withonairning, consultation or, as described 6hief Executive

Officer of the Game Developér @ssociation of AustralilGDAA, Mr! yi2y & wSSRlly dw0g Al K2
attempt at understanding the purpose or structure of the progégtf®The very purpose of the AIGF,

8 Screen AustraligGuidelines: Games Prograi@®December 2013)htps://www.screenaustralia.gov.au/getmedia/Occbdc3dcd

481e8379008577a2a91d/GuidelinedP-Games.pdf.

% Ms. Fiona Cameron, Screen Austréianate Environment and Communications References Committee Héi&atedrch 2016)

page 10Screen AustraligGuidelines: Games Prograf@December 2013)

<https://www.screenaustralia.gov.au/getmedia/Occhdc3dcd481e-8379008577a2a91d/Guideles IMP-Games.pdf page 7.

91 Screen AustraligGuidelines: Games Prograi@®December 2013) kttps://www.screenaustralia.gov.au/getedia/Occbdc3a

14cd481e-8379008577a2a91d/GuidelinedP-Games.pd# page 11.

921bid page 3.

93 Budget 201415: Budget measuresBudget Paper No. @May 2014) page 57.

% Screen Australigcreen Australia Games Programs Discontirfiéday 2014) kttps://www.screenaustralia.gov.au/sa/media

centre/news/2014/ia_140514 games

9% Mr. Antony Reed, GDASenate Environment and Communications References Committee Hglrsgetbruary 2016) page 1.
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0 2 rodndtd industry growth and sustainability, support thevelopmern of new IR encourage skills
retention and renewal, and maximise the creat®&e . JLJ2 NIi dzy' A (G A S & ,2alignstperedily 6 NB I RO |
with the terms of reference of thigeryinquiry. And where funding was provided to applicants, the

AlGFachieved his purpose successfulndfacilitated the growth othosedevelopers.
Success of the AIGF

Anecdotal evidenceollated in the Senat€&ameon Reportsuggests many of the studios that were
recipients ofAIGRunds were able to leverage those funds for coergial success! For the benefit

of the Department some of this evidence will laimmarised below.

One studio, Flat Earth Games, noted that AIGF funding allowed it to bring its Australian release of
Towncraftto new platforms and overseas markets. Based on that sucEkssEarth Games has since

developed hree additional games, which provides a positive indication of the potential of a self

funding model and seed assistanfer games developmentChief Operting Officer of Screen

Australia, Ms Fiona Cameronerselfconcluded that the AIGF delivered its objectives, especially in

enabling businesses to expand and retain tioginIP%{ ONXB Sy | TaunathyNRhilipsgdded or

the 36 games fundednder theAIGE & cgériératéd&otal production budgets of $14 million. That

is going from a figure of $3.7 million thatw@=2 y (i NA 6 dzii SR 0 &to a{nDINeBof mdredza G NI £ A | )
than four£® Additional eridence provided during the Senate inquisyso demonstrated further

exampleson the success of thalGF in meeting its objective$facilitating growth and stability:

f ¢KS D5! ! anthep&itd siiick thaiAIGF was discontinued, several companies and
projects that received support through theINE A NI ¥ KI @S | OKABMSR It 201 €
Reed elaboratedn this at thepublic hearing, whemommentingY & { 2YS Fdzy RAy 3 NBOJ
have generated export revenues more than 10 times the original investment from the fund.
Some have doubled or tripled thezsi of their studios or moved from contract arrangements
toful-i A YS SYLX 28YSyild alye KIFEGS g2y AyiSNYFGA2Y

% Ms. Fiona Cameron, Screen Austraéianate Environment and Communications References Committee Hgi&atdrch 2016)

page 10.

97 Senate Game on Repd29 April 2016)

<http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Environment and Communications/Video game _industry/

Report. See also pages-26.

% Ms. Fiona Cameron, Screen Aua&gSenate Environment and Communications References Committee Her&aterch 2016)

pages 16a1l.

99 Mr. Timothy Phillips, Screen AustralBenate Environment and Communications References Committee H¢t&Merch 2016)

page 13.

100 GDAASubmission t&enate Environment and Communications References Com(iit&eptember 2015)

<http://www.aph.gov.au/DocumentStore.ashx?id=376939P£954d9a8330-155483f2946e&subld=40269(page 12.

101 Mr. Antony Reed, GDASgenate Environment and Communications References Committee Hglris&ebruary 2016) page 1.
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f ¢AYy aly DFEYSAQ aNX» bSAf wSyyAaAa?2the suiRd@hiRSR G KI G
move out from home offices to agpmanent setup, hire three additional staff, increase the
a0 dzRA 2 Q& imarpvk théir tedhinadlo§y and release rges faster than ever before.
Afterwards, Tin Man Gamegreleasal 23 new titlesacrossOS and Androidll of those titles
were able to be prted to PC, Mac and Linux, whialould not have been possible without
the funding.Crucially, these 11 titles grosseD$160,008at the time102
T {ONBSYy ! dzZaGNIfAFQ& /hhz a& /FYSNRYS SELXIAYSR
studio Defiant Development aritsgame Hand of Fate@ L y K STNd gange MRréoNginal
title for PC, PS4 and Xbox, and to date has returned over $4 millioe tethelopers more
than twice the development cost. The team are already working on a sequel to the game.
Defiant owns the I[P, controls the distribution and is the chief beneficiary of all
revenue...Defiant Development has gone from a company staffed énbsecontractors to a
company now with 18 fullime staff. We believe the fund has made a difference, especially
with reference to retaining local [intellectual property] and building Australian businesses that
can compete for a slice of the fastgrowiy 3 Sy G SNIi I A y2F Oefidgnt 4 SOG 2 NE
5S @St 2 LIYSy i Qalsoat@tadFhat yhe sidid, 1 RA1L6, was paying an amount of

tax equivalent to the $650,000 in funding the studio received across three {éars.

IGEAalso spokewith fourteen studios thatreceived funding under the axed Al@¢ generatecase
studiesdemonstratingthe importance of gvernment fundingor games developmengespecially on

a federal levelWhile some Australiantates do offer fundingo games developersuch as Victoria
and Queenslandthe reality is that games studios are locatedross Australia. Someases and
territories do not have any anlylimited programs tdinanciallysupport games development, which
puts these developerat adisadvantage tastudios in other fates and globally. For the industry to
grow and become sustainable, any games developer in Australia shewHld to access some level
of government fundingregardless of the state oetritory. The baefits of federal level fundingvill

be exemplified in the case studieas the AIGF funded developers are located acréssstralia,
including NSWYIC QLD SA and WAPlease note the case studies were written in June/July 2017, so

the information below is point in time and may not betirely up to date.

102 Mr. Neil Rennison, Tin Man Gam&gnate Environment and Communications References Committeardé® February 2016)
pages 367, 39.
103Ms. Fiona Cameron, Screen Austraéfianate Environment and Communications References Committee Het&atdrch 2016)
pages l1a1l.
104 Mr. Morgan Jaffit, Creative Directdgnate Environment and Communications References Committee Hgliisatelrch 2016)
page 21.
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Case StudiesVideo game developers funded under the former AIGF

1. Chocolate Liberation Front (Victoria)
Description of development studio and games developed

Chocolate Liberation FrontCLF is an entertainment company that produces animated series,
interactive documentaries and video games. It has developed touch table activities and games for

Steam, online, tablet and mobile.
Governmentfunding or other support received

/[ CQa T digteR af BcleerOMisfralia investment and Film Victoria equity investméhs.had

offices in Canada and Australia. CLF stated that, because of the significantly larger level of Canadian
funding for game development, its Canadian arm produced three doifiemaht games and activities.

This includes award winning gamesWgild Kratts(PBS), as well as a Titanic TV fsé@mies and popular
comedy troupe,Kids in the HallFunding consisted of generous tax credits, grants and equity
investment at a Provinci@ndfederalLevel. CLF provided that, typically, projects could be funded at

a subsidy level of 75% of production costs.

In Australia, CLF wrapped up its games division entirely as a result of the significant decrease in

available funding. While CLF weamid an exciting virtual reality game development, it completely

stopped game development ardosedthe division entirely. Prior to that, CLF had a small studio in

which it developed thre®©scurabased tablet games, a game for Steam, three Figaro Phal lgasees,

I G2dzO0K GFrotS FOGA@GAGE FT2NJ !/ aLQa DIYS aladSNa Sg
0N} yRa &adzOK Fa 51y0S ! OF RSYe& I GoBakktoavhatSYod Catn& R & A Y d

From
Importance of thegovernmentunding or support and e it assisted the business

CLF argued that the games market is highly competitive on an international playing field. It stated that
nations across Canada and Europe have significant incentives and tax credits, while nations in Asia and
Eastern Europe haweery low costs of productiorCLF also stated that the investments available via
Screen Australia helped it in a very small way to offset production costs on the producer, creating jobs

in Australia and ultimately developing a skill base that is highlyedainternationally. CLF believes
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that, without the incentives, the playing field is too slanted and thus far too challenging to develop

games in Australia.
How thegovernmentunding or support benefited the studio moving forward into the future

Being ale to develop television shows, as well as video games and interactive activities, not only
allowed CLF to retain key animation staff that work across the multiple media, it also allowed it to stay
current and meet the needs of the Australian audience tinatve from device to devic€LF stated

that because subsidies are much more extensive for television and then exponentially more for film,
it is unusual that game development is poorly supportddving ended game development initiatives
due to lack of fading has meant that CLF has moved away from having full time jobs for key creative

staff all together and instead has had to return to short term contract work on as needed basis.
Percentage of AIGF funding paid back (if applicable)

CLF believes that itmmes have been met with different levels of success.O3wmirditles have been
lucrative for the creator, who has received royalties across three games for many years. In the case of
other titles, CLF has met the mandate of the partner. For instandestlted that an Asylum Seeker
Simulation for SBS, which while never intended to be a money turner, won a UN Peace Award and
helped in terms of broadening the exposure and understanding of the i€3ue.argued that when
looking at the success oécoupment of games, one must compare that with television and film funds
which have a batting average of under 5% of return to the financiers. CLF is much more of a supporter
of tax credits for the producer and grants that recagnthe value in supporti job creation, and
training for developers and designers, which it believes is ultimately more successful for the whole

industry.
2. Minimega(NSW)
Description of development studio and games developed

Minimega is a game development studio based in rural NiBMmost notable titles arBonza Word

PuzzleandBonza National Geographic

Governmentfunding or other support received
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Minimega were recipients of the Australian Interactive Games Fund via Screen Australia. It received
$119,000 to support the development and releaseBoihza Word Puzzl&@he funding was regarded

as a loan so Minimega agreed to pay back into the fund ifjirae was a financial success.
Importance of thegovernmentunding or support and how it assisted the business

Prior to the funding, Minimega was a service agency creating games for the advertising industry. The
funding allowed Minimega to take a brealoifin workfor-hire commitments and focus on creating

new IP.Minimega used the funding to assist with development, marketing and admin. This included
travel to various shows, including PAX Prime, PAX East, the Game Developer Conference and the

American Crosgord Puzzle Tournament.
How thegovernmentfunding or support benefited the studio moving forward into the future

Bonza Word Puzzigas released in 2014. Minimega stated that the game became an instant classic
and earned critical acclaimin 2015, Minimegawere approached by National Geographic and
partnered with them on a sequel call®&bnza National Geographiaccording to Minimega, both titles
have retained a healthy user base and continued daily reveiioedate, theBonzagames have
generated over $8M. Minimega stated that this ongoing revenue has assisted in building a

sustainable business and it is now working on a 3rd title for the sdBmwza Jigsaw
Percentage of AIGF funding paid back (if applicable)
Minimega has repaid 100% of its funding.

3. Shark Jump Studio&South Australia)

Description of development studio and games developed

Shark Jump Studios was founded on 30 November 2013 and has a team of foorefuevelopers.

It has developed games suchAsimal DashFlap the FishDo You EveDrift, Test ChamberTurret

Fusion Space MelonandFling the Her® { KI NJ WdzY LJ { (i dzZRAFInQthe HeladdS & (i ( 4 2
Space Melongor mobile and have just been releaseéghark Jump Studios is currently porting the

critically acclaimedHollow Knight on the three major gaming consoles (Nintendo Switch, Sony

PlayStation 4 and Microsoft Xbox One), as well as another mobile gzastle Fusian

Governmentfunding or other support received
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Shark Jump Studios received $37,000 under the Sakastralia Production Grant and support under

the New Enterprise Incentive Scheme (NEIS).
Importance of thegovernmentfunding or support and how it assisted the business

Shark Jump stated that the funding allowed the studio to support its four developéosus primarily
on the development of a mobile game. It believes that while the game itself was not a financial success,
the ability to work full time on a game and work through the full process of developing the game from

beginning to end acted as theaim catalyst for the creation of Shark Jump Studios.
How thegovernmentunding or support benefited the studio moving forward into the future

According to Shark Jump, the lotegm benefits of the studio having the opportunity to develop a
product full tme were immense. The SA Production Grant gave the team a chance to strike out and
build a small business around a product, while the NEIS gave the team a yeatwsdylde innovate,

make mistakes and grow the required skill set to compete in a globddehé&hark Jump believes that,
without having that opportunity offered, there is no doubt that the studio would not exist toBagm

2 full time and 2 casual developers working out of their homes, Shark Jump Studios has grown to 4 full
time developers wiking out of a studio just off Rundle Mall. It has published multiple games on mobile

platforms, with each one, according to Shark Jump, being more financially successful than the last.
Percentage of AIGF funding paid back (if applicable)
Not applicable.
4. Mighty Games GrouVictoria)
Description of development studio and games developed

Mighty Games makes predominantly free to play mobile games. It hapwdaithed three games to

date, and have a fourth slated for a July release. Itsméifished titles have netted nearly 10 million
global downloads. It has also worked on licensedemts likeDisney Crossy Roadighty Games has

been in business for over three years and has grown from two initial founders to nearly 20 FTE. Mighty
Games stated that this growth would have never been possible without the support it received from

the Vidorian governmentand Screen Australia.

Governmentfunding or other support received
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Mighty Games was the recipient of a few different funding rourdgially, it received funding from

Film Victoria to make its first planned ganwizards WantedWW). Tlis was initially slated to be paid

back but was part of the transition of Film Victoria funding to a grant model, so it did not end up having
to recoup it. According to Mighty Games, this game turned out to be a failed project and never made
ittomarket,d dzi ¢ KI G AG RAR R2 ¢gla &1Aff dzJ aA3dKide& DI YSa:
valuable lessons about the marketplace during that projétgxt, Mighty Games received funding

from Screen Australia as part of the Interactive Games Fund. This wad tresmall project grants

and was for a game calléde Cream Ag@CA). This game started near the end of the WW project and
Mighty Games applied much of what it learned from WW to redesign ICA to be a successful game.
However, in the middle of produicin, Mighty Games decided to put ICA on hold as that game genre
was waning. Recently, Mighty Games pulled ICA off the shelf and begun production on it again as it

has seen a renewed interest in the game genre.
Importance of thegovernmentunding or suppdrand how it assisted the business

According to Mighty Games, neither game that was funded was an initial success. Mighty Games stated
that Wizards Wantecdhever made it to market in its initial design, alog Cream Agbkas also evolved

many times to accomodate lessons learned and is still not released. Mighty Games provided that,
from the outside, both projects looked like failures. However, it also believes that they both allowed
the studio to skill up its team and learn needed lessons about the fregdatyp marketplace that it

would not have been able to do otherwisk.was experience from both these initial projects that
allowed Mighty Games to buil8hooty Skieswvhich was its first released title, which went on to hit

number 1 on the app store in mgmegions and net it over 6 million downloads.
How thegovernmentunding or support benefited the studio moving forward into the future

According to Mighty Games, without the initial seed investment, it would most likely still be a small

two or three-person studio, it would not have been able to take on the two ambitious projects that it

did and it would not have learned or skilled up the team nearly as quitklyput the money into

perspective, Mighty Games stated that while its Film Victanaling was about $80K and it® Cream

AgeFTdzy RAy3 KI & 06SSy |62dzi bPonY (2 RI mdedhanikdc® &G dzZRA2Q

the total amount of fundingt has received. Its revenue is also 95% from overseas sales. While Mighty

Games haveot had to pay back any of its funding because of the grant models, the studio argued

that overall investment has been paid back many times over into the Australian economy and to the
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tax office. Overall, Mighty Games thinks that this was a good investfoethe governmentand have

been very thankful in being able to benefit from it.

Tosustain its business, Mighty Games currently splits its resources between 'work for hire' style deals
where it works on other people's games and IP, and creating its anginal games and IP. The
contract work is stable and allows Mighty Games to make sure everyone gets paid every month, but
according to the studio, the original IP is what drives its grovttording to Mighty Games, future
funding opportunities would #&w it to focus more of its resources on original IP and accelerate
growth. It is currently looking to raise some external capital to help fund its original IP work. Mighty
Games believes that, while this would be great, it would be even better if prodikenthe Australian
Interactive Games Fund were-iestituted and the studio was able to take advantage of those

offerings, instead of having to sell off chunks of its business to overseas investors to fuel growth plans.
Percentage of AIGF funding paiatkéf applicable)

Mighty Games was awarded the $50K project grantderCream Agdt stalled production midway
through the project after only receiving $30K. It has since restarted the project and hope to be able to
claim the final $20K later this yeahs it is a grant, Mighty Games will not have to pay it bisladghty
Games stated that the renewed interest in the ICA style game comes from some external publishing
partners, and so if it does successfully get the game to market, it could be a dealmamhthan

$1M. Mighty Games argued that the vast majority of this would come back to the Australian economy
in the form of wages and taxes. It also believes that is not a bad return for a $50K investment, even if

it does take the studio another year toish it.
5. Uppercut GamegNSW)

Description of development studio and games developed

Uppercut Games was founded in 2011 by three2BxAustralia senior developers. It has developed

and releasedEPOCHEPOCH,SnowJinksind Danger Dodgerfor iOS and AndroidSsubmergedor

PC, Xbox One and PS4.Uppercut Games is currently working on a yet to be announced title for PC, Xbox
One and PS4.

Governmentfunding or other support received
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Uppercut Games received funding from the N§@ernmentin 2011 from the Interactive Media
Fund. It also received Enterprise funding from Screen Australia in the first round of the Australian

interactive Games Fund (AIGF).
Importance of thegovernmentunding or support and how it assisted the business

Uppercut Games initially started development of its first titl&€EPOCH; from a converted storage
unit in Queanbeyan, NSW. After identifying a niche in the iPhone and iPad market, it set out to create
a product in 6 months to take advantage of this nexpanding mobile games markeéiccording to

Uppercut Games, after its first 6 months in busindsBOCHg | & TFdzy (2 LX &% odzi &1 2
LlJdzof AaK® ¢KS addRRA2 adlFadSR GKIFIG AG ySSRSR Y2NB WL
A2YSOKARM AWHIZ2 a2YSOUKAY3 WANBFGIQ YR Ayd2 I LINE Rz
market and people will part with their money for. However, having spent a lot of its savings, Uppercut

Games was close to running out of money.

At this point, Uppercut Gags received a grant from the NS¢partmentof Trade and Investment
under their newly announced Interactive Media Fund. It received $60,000 from thege88vhment

which it used to spend aditnal time to finish the gamdJppercut Games does not belieyeetgame
would have achieved the success it did without the funding and support it received from the
Interactive Media Fund. According to the studio, the extra polish it was able to add to the game raised
the quality bar to a point where it was featured Bypple as game of the weakwhich the studio
believed to be a massive coup for its first game, with tangible benefits for marketing, exposure and
sales.EPOCHhas gone on to be downloaded over 2 million times, bringing in net receipts of over
$1million to date. Uppercut Games also stated that funding was used for localisation services,
broadening the reach of its products in foreign markets that it otherwise would not have had access

to. According to Uppercut Games, a small amount of assistance at theimighcan have a big impact.
How thegovernmentunding or support benefited the studio moving forward into the future

' LILISNDdzi DFYSa o0StAS@GS GKS !'LDC 9yGSNIINAA&AS t NPINI Y
was one of the developers to be awd@d with Enterprise funding from the now defunct Australian

Interactive Games Fund. The funding was over 3 yéigpercut Games stated that the extra funds

gave the studio some certainty around which it could do some-teng planning about the way it

wanted to expand its production capabilities and created the opportunity for it to reach new markets.

According to Uppercut, through the Enterprise Funding, it has been able to:
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Employ fultime Australian development staff.
Engage the services of talentddistralian contractors for music and concept art.

Have larger production capability to tackle more ambitious and creatively risky projects.

= =4 =4 -4

Expand its technical expertise to publish on multiple platforms simultaneously, including next
generation consoleéXbox One and PlayStation 4).
1 Add features to its products, such as ratings and Iesatadin into many languages, which make

them more competitive in international markets.

The funding also allowed Uppercut Games to bring into its team a mix of experidagelbpers and
relatively inexperienced ones. With this teamgciuld enter the console market for the first time,
opening up new export opportunities for it on the PlayStation 4 and Xbox One. According to Uppercut,
the extra time and production overheatiat developing for consoles brings is considerable, and the
studio believes this would not have been possible without the expanded team the grant funding has
allowed it to build. Since the Enterprise funding ended in July 2016, Uppercut Games haslbden ab
retain its employees and fimvest the revenue from the games developed with the assistance of the

AIGF into the development of its current title slated for release later in 2017.

Uppercut stated that the AIGF allowed it to grow its team and pradacatapabilities, from a business

GKFEdG Oly LINRBRdzOS FyR SELRNI Ada LINRRdAOG& 2y GKS
products into four major international marketplaces (being Apple App Store, PC, PlayStation 4 and
Xbox One). Uppercut camw create products for all of these markets, which the studio believes

greatly reduces the risk of selling into only one storefront and expanding the potential gains from any

future success.
Percentage of AIGF funding paid back (if applicable)

Uppercut Ganes willsoonreach the point in its agreement with the AIGF where it begins paying
money back as the loan portion of the funding. In total, it will ultimately pay back $131,488 over the
next three yearsOne of the features of the AIGF was that this rapapt would go back into the fund,

to provide funding for other developers on future projects. Uppercut Games is hopeful that something
like this can still happen, so that Uppercut can pay forward the success that it has had thanks to the
AIGF.
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6. ODD Gameg§South Australia)
Description of development studio and games developed

ODD Games partners with leading mud and dirt motorsport brands to expand its customer base to
millions of people globally through developing #1 ranking racing video games acrosslanultip

platforms.
Governmentfunding or other support received

ODD Games has receivedO8K from the AIGF, 30K from the South Australiagovernmentwith the
Micro Finance Fund, and recentl$ZXK from the South Australiagovernmentas part of its Early

Commecialisation Fund.
Importance of thegovernmentfunding or support and how it assisted the business

ODD believes that without the funding support of these various grants, it would not have been able to
develop at the rate it has experienced. Accordingh® studio, the funding has been vital to enable it

to develop its core technology which is now becoming a commercial suc@B$3.also stated that,
without the funding, its development process would have been extended by years, which the studio

believes wuld have put the viability of the studio and its employees at risk.
How thegovernmentunding or support benefited the studio moving forward into the future

¢CKS FdzyRAYy3a KIFa fFNBSte& adzlllR2NISR GKS RS@St2LIVSyli
the studio, is vital to efficient video game development. The studio also stated that the funding has
helped position ODD Games to capitalise on developing for-@mlaf®rms to maximise revenues on

multiple distribution channels.
Percentage of AIGF fundipgid back (if applicable)

ODD Games is required to pay back $10K (25%) out of the $400K grant. The first payment ($16.25K)
wasdue to be paid in August this ye@DD also stated that, outside of its grant agreement, it has

been paying taxes which goesarthe greater pool to help fund the country.
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7. Black Lab Gamg®estern Australia)

Description of development studio and games developed

Black Lab Games is an independent game development studio, founded in 2008 and located in Perth,

Western Australia. It has developed games for PC, iPad, Xbox One, PlayStation 4 and PSP. It specialises

in strategy games and has developed two games in thf Star Hammeseries Star Hammer Tactics

andStar Hammer: The Vanguard Prophec  O1 [l 0 DFYSaQ Odz2NNByid LINR2SOi

on the awardwinning TV serieBattlestar Galactica.
Governmentfunding or other support received

In 2014, Black.ab Games received a $50K grant from Screen Australia as part of the Australian
Interactive Games Fund (AIGF) to assist with the developmerg&tarf Hammer: The Vanguard

Prophecy{SH:VP).
Importance of thegovernmentfunding or support and how it assistdt: business

Black Lab stated that Western Australia has no stawel games support and attempts the studio has

made in the past to find private funding have not been successful. According to Black Lab, talking with

angel investors during the early dags¥ . f 1 O1 [l 0 DIFIYS& AYyRAOFGSR GKI
attributes that investors in technology want, such as patents. The studio then provided that being in

t SNIKSZ FYR GKSNBTF2NBE a2YSoKFdG AazftlFiSRIrdISGdAY3a L

connect and establish relationships.

Black Lab Games stated that the AIGF grant meant the studio was able to develop SH:VP to a point
whereby it was complete enough to attract a publisher, in its caseba#i€d strategy specialist
publisher, Slitheria Ltd (the leader in the niche). According to the studio, there was less risk working
with and investing in Black Lab Games because it had a working (though incomplete) game to

demonstrate its ability and commercial potential.
How thegovernmentunding orsupport benefited the studio moving forward into the future

At the end of 2013, Black Lab Games was afpagd business with a single developer. In May 2017, it
was announced (via its publisher) that it is working on a new game based on the award \Zidodng
Syfy seriesBattlestar GalacticaSyfy is owned by NBC Univer&lhck Lab Games stated that it is

working with one of the biggest media conglomerates in the world on a science fiction IP enjoyed by
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millions. Black Lab believes that this was ordggible because of the AIGF grant it received in 2014.
Whilst according to Black Lab its staff count is still small by industry standards, the studio stated that
its FTE has grown by 900% in 3.5 years, in addition to engaging a number of contractousred bsg
project demandsBlack Lab Games has also recently started an internship program with a local
university to give promising students exposure to commercial game development, before they leave

WA to find employment in the games industry.
Percentagef AIGF funding paid back (if applicable)

Being a grant (not a loan), Black Lab Games is not required to repay the funding it received from the
AIGF. However, the studio stated that the amount of Company Tax and Income Tax paid by employees

engaged as direct result of the projects made possible by the grant exceeds the grant amount.
8. Tin Man GamegVictoria)
Description of development studio and games developed

Tin Man Games is a game development studio in Melbourne, Australia. Specialising in adventure
games and digital gamebooks, Tin Man has developed and published over 35 titles across on a large
ydzYo SN 2F KIFIYyRKSftR RS@GAOSE FyR 02YLldzabedmkd b20l of
Adventuresi SNA S& > wd Beor Mo TBEIQES & 2 2 Nhrkam@drpDoseries,
Hnnn ! 5Q3& , svdaReFi§hting Radt&sReries by lan Livingstone and Steve Jackson.

Governmentfunding or other support received

Tin Man Games was a recipient of the original Interactive Games Fund, set up by the theerMfnis
the Arts, Simon Crean, and administered by Screen AustfatiaVlan Games received $300K as part

of a grant and $100K as part of a loan.
Importance of thegovernmentfunding or support and how it assisted the business

According to Tin Man Gamehge funding had very positive impacts on the studio over the past several
years. For the most of the first three years, Tin Man Games had only two employees, using a
combination of personal investment and Film Victoria loan funding to develop a game amgire
ASNASa 2F LA (2 Latdfwith nsé subpaitIfod Bilin Victddhloah fudiNg
Tin Man gamesouldexpand its business on to Android to sell across Google Play and the AAggzon

store. At this time, Tin Man Games used a camalion of paid contractors/freelancers and
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contributors who received income from the baekd of projects in the form of royalties. According to
GKS aidzRA2Z gKAES (GKAA g+ a aASNBAOSIoOoftSE ¢AYy aly I
because it dichot have other permanent members of staff to grow skillsets and develop a company

culture. Tin Man Games stated that, to take the next step, it needed investment.

2A0K ¢AYy aly DI YSaQoudadd outfoh it hanedskd offics/and inta (i
permanent location. It then hired three more staff members. This very quickly enabled the studio to
work much faster and more effectively, increasing its revenue and further growing its technology,
allowing it room to experiment and potentially reach wrdaudiences. The studio also stated that it
had the ability to approach license holders and within a year signed a number of key licenses that
further increased its revenue and its own visibility in the international gaming development

community.
How thegovernmentunding or support benefited the studio moving forward into the future

Tin Man Games has now released over 35 titles for multiple platforms (i0OS, Android, PC, Mac and

Linux) and have another 10 or so in development. Thirteen of those titlessard SR 2y ¢Ay al y DI
own IP and it has worked on licenses based~mhting FantasyJudge DreddWarhammer 40,000

weély b 2ThNBeKds NdREo Band many moreTin Man Games has also grown to eight staff

members, three of which joined the companyAivii K KSf LJ FNRBY CAfY +AO02NRI Q2
Placements schem& y HAMT I C¢AYy aly DFYSaQ altSa KIFI@ZS IANRAAS
signed a project contract worth $650,000 to make a game for a leading VR distribution platform.

According toTin Man Games, the Interactive Games Fund initiative was invaluable to its growth as a

small games developer and integral to its success over the last few years and moving forward.

Percentage of AIGF funding paid back (if applicable)

At the time of writing Tin Man Games has not yet begun to pay back the $100K loan under the AIGF.
9. The Voxel Agent§Victoria)

Description of development studio and games developed

The Voxel Agents create original IP games for mobile. It is responsible Torthe€Conductofranchise

(10M players) anéuzzle RetreddM players).

Governmentfunding or other support received
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The Voxel Agents received $475,000 over 3 years from the Screen Australia Enterprise Fund (2014
2016) to help grow the studio (75% grant / 25% lodme Voxel Agents also received $90,000 from
Film Victoria (2016) to support developmentTdie Gardens Between

Importance of thegovernmentfunding or support and how it assisted the business

In 2015, The Voxel Agents had to cancel one of its projectordiog to the studio, without the
enterprise funding, it would have collapsed and it would have had to let gts &flaff. Instead, The
Voxel Agentscould pivot and successfully launcFrain Conductor WorldTrain Conductor has
generated $800,000 in erpt revenue to date. The Voxel Agents has also been able to work on a
second project due to come out in 2018. The Voxel Agents believes that, without the enterprise

funding, it would be a one game studio only.
How thegovernmentunding or support benefitthe studio moving forward into the future

The Voxel Agents believe that, thanks to the funding, it has been able to take creative risks, survive
the failure of a project, develop two projects simultaneously and diversify creative risk, double in
studio $ze from 4 to 8 people, build larger and more ambitious projects to a higher standard, and
expand to new platforms (PC, Mac). According to the studio, this gives it more diversified income,

greater reach and better awareness about its brand.
Percentage oAIGF funding paid back (if applicable)

The Voxel Agents is on track to pay back its full loan ($118,750), starting with the first repayment of
$29,687 in September 2017.

10. SeeThrough StudioGNSW)
Description of development studio and games developed
SeeThrough Studios is an independent video game studio, specialising in developing games that
O02YYdzyAOI S YR RSYeaiuAaFe &aOAa S yRakidulrdexgoted OS LI & ¢ ¢ K §
world of subatomic particles. Currently the studio is explgnrew projects, including a foray into the

subject of quantum computing.

Governmentfunding or other support received
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SeeThrough Studios received two $50,000 grants from Screen NSW as part of the Interactive Media
Fund (since discontinued) to take protoggto the next stage of developmemRdrticularsand Ark:
See(d. SeeThrough Studios received one $50,000 grant from Screen Australia as a part of the

Interactive Games Fund (since discontinued) to finish and pBbsticulars
Importance of thegovernmentfunding or support and how it assisted the business

SeeThrough Studios believes that without the government funding it received, it simply would not
have been able to makRarticulars The game was a big undertaking over 3 years and the support
SeeThroughreceived allowed it to build a game of high quality that properly introduced a complex

scientific topic to players.
How thegovernmentfunding or support benefited the studio moving forward into the future

According to SeeThrough, making entertainment §aén G Kl G Ff 42 SRdzOFGS A& | R,
GKFG NBldANBE SELISNAYSYyidlFdAz2y F2NJ RS@St2LISyd 2F o6
a vital avenue for public education outside of the school environment. The studio believes that the

funding it received has allowed it to both launch a game that fulfils this purpose and to learn from its
experiences in developing, marketing and selling such a g@seelhrough Studios also stated that it

is continuing to explore novel approachestocreainy YSa G KIF G SRdzOF 4GS FyR GKIFG A
be doing so without the funding it received. Througarticulars it has built a network of developers,

artists and mentors who it can work with moving forward.
Percentage of AIGF funding paid back (ifiegiple)

{ SS¢CKNRdZAK {{(GdzRA2aQ FTdzyRAy3I FNRBY G(KS LDC ¢la I 3N
of it.

11. Tantalus MedigVictoria)

Description of development studio and games developed

Established in 1994 in Melbourne, Tantalus Media lays claim to hiiagoldest videogame
development studio remaining operational in Australia. Originally founded as ahpage (a studio
that takes games from one platform and ports them to another), shgdio has used its technical
expertise to develop games for almost every platform released since the Super Nintendo

Entertainment System and has had success developing its own IP alongside its successful porting
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model. Over the years, Tantalus has workeidh the world's biggest publishers, leading brands, and
franchises, including Sega, EA, Square, THQ, Atari and Eidos, along with Pixar, Warner Bros,
Nickelodeon and Cartoon Network. Tantalus claims that no other developer in Australia, and very few

in the world, can boast this breadth of partners.

The entire list of games developed by Tantalus is lengthy. The highlights iVgipdeut for Sega
Saturn,Top Gear Rallfor Game Boy AdvancBony Friendfr Nintendo DSUnred for Xbox,Zombi

for Xbox OnePS4, and P®ass Effect 3dDeus Ex: Human Revolutigs A NB O (i, anNThé Lededdi
of Zelda: Twilight PrincestDfor Wii U.Tantalus continues to support development of its own IP, with
multi-million downloadPony Trailsavailable on iOS and Androidnd additional titles yet to be
announced Tantalus is currently developir@jties: Skylindsr the platforms Xbox One, Windows 10,

and PS4, and is also bringRiMEand Sonic Manido life on the Nintendo Switch.
Governmentfunding or other support received

Tantalus Media has received funding and support from the Export Market Development Grants
(EMDG) scheme administered by Austrade, the Victorian TRIP Grant and the Australian Interactive

Games Fund (AIGF) administered bge&n Australia.
Importance of thegovernmentfunding or support and how it assisted the business

According to the studio, these programs give a development studio the chance to follow leads, build
relationships, and secure funding agreememsthout the EMDG, TRIP, and AIGF programs, Tantalus

believes that it may well have stopped operating. The opportunities to attend trade shows,
conferences, and personal meetings that these programs helped facilitate would have been drastically

reduced and any one misd meeting or chance happenstance could have made the difference if
¢ClLyaGlrfdza ¢layQid FofS G2 LKeaAoOlftte GdSYyR GKS (2dz0
overseas).Tantalus believes that the economic benefit to keeping these severandbighly

specialised jobs in Victoria has far outstripped any direct monetary incentive received by Tantalus in

the form of grants, evidenced by the studio winninGavernor of Victoria Export Awagrdnd being a

finalist in theAustralian Export Awards

How thegovernmentunding or support benefited the studio moving forward into the future

According to Tantalus, the most important thing tlgatvernmentfunding helped create for the studio

is a sense of stability in times of industry paucity, turbuleaece] upheaval. Because of this, Tantalus
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stated it has been able to retain a highly skilled workforce, spend time on research and development,
and maintain a baseline workloa@antalus believes that the future for the studio looks bright, with
many projets on multiple platforms ongoing, and the opportunity for minor expansion to increase its

project bandwidth in the coming shoeto-medium term.

Percentage of AIGF funding paid back (if applicable)

Tantalus has paid back 25% of its funding under the AIGF.
12.SMG StudidNSW)

Description of development studio and games developed

SMG Studio was founded in 2013 as a subsidiary of Soap Creative to focus on its IP and original games
for mobile. With a founding team of 3 fetlime employees, it has now grown to 1dlftime employees.

SMG Studio has released a wide range of games in 4 years. In 2017, it released its first console game,
which according to the studio, will be the first Australian built and published game to launch on the

Nintendo SwitchThe followings a list of games developed by SMG Studio:

OTTTD300K purchases

One More LinelOM downloads
Thumb Drift 12M downloads
One More DashbM downloads

One More Bounc&M downloads

= =4 =4 A - -2

Death SquaredReleasing for consoles in March

SMG Studio also builds and now publisRéSK: Global Dominatiéor Hasbro. It is currently working
on a big film IP game with NBCU off the back of the succes3titmb Drift According to the studio,
GKA& gAftf 0SS { aBMEStudid asa@diedl that @ hay lelpedl 8§ dew studio (Premo
Games) publish their first gantgeOne More Jumpg giving them the ability to quit their casual jobs to

develop games full time.
Governmentfunding or other support received

SMG Studio was one of the ten stuslithat received enterprise funding as part of the Screen Australia
Games grant. This was initially for $450K ($150K a year), of which 50% was to be repaid. After receiving

$300K and repaying $150K, SMG was acquired by Dentsu Aegis Network as part af ththgmrent
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company, Soap Creative. SMG Studio then stopped the last funding payment of $150K. Total
investment has only been $1508MG studio has also received travel funding for a trip to GDC from
Screen NSW of around $5K AUD. According to SMG, this trip was where it met Hasbro and allowed it
to win the RISKoroject ($1M AUD in revenue), which it has since taken over publishinbdayame,

worth $1.2M in revenue per year. SMG also won another contract with them for US$300K.
Importance of thegovernmentfunding or support and how it assisted the business

According to SMG, the studio received one of the lowest amounts on the ergerprde but this
allowed it to give the team a 1&onth runway to develop owned games and not rely on fee for service
which it had previously worked oithe studio believes that, without this runway, it would have been

much riskier for SMG to dedicate aata for its own IP and forgo client work.
How thegovernmentunding or support benefited the studio moving forward into the future

SMG stated that, without the funding, the studio might not have started or, if it did, it would have
delayed much longer anittwould have missed out on a lot of opportunitigsccording to SMG, 2018

will be the biggest year yet for SMG Studio.
Percentage of AIGF funding paid back (if applicable)

Il O0O2NRAY3 (2 {aDxX Al KIFa NBLI AR px: Of2e $460ka TFdzy RAY
awarded, SMG only received $150K of tIf8¥G Studio stated that it has paid much more company

tax, and of the salaries it pays, it attributed much more personal income tax than it ever recgied.

has also hired 4 people out of university Australia and had students freelance for it as well as do

work experience.
13. Defiant Developmen{Queensland)
Description of development studio and games developed

Defiant Development is a Brisbane based studio that employs 25 full time staff. The studio is currently
working onHand of Fate 2as well as funding the development oHand of Fatéboard game (just

raised $490K on Kickstarter) antHand of Fatenobiletitle.

Governmentfunding or other support received
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Defiant Development stated that, at various points, it received the following:

Funding by Screen Australia for its early proof of condéfat.co
Digital ignition grant of $0K for Heroes Call
ScreenAustralia Enterprise Funding of $360

= =4 =4 =4

Screen QId travel grants
Importance of thegovernmentfunding or support and how it assisted the business

Defiant believes that without the aid of the funding provided, there is no doubt that it would not be
at itscurrent size or scaléccording to the studio, over the last four years, it has grown the business
from a handful of partime staff to over 20 full timers. Defiant also stated that it has built Australian

IP that is internationally recognised and turngeo multiple millions each year, primarily in export

sales.
How thegovernmentfunding or support benefited the studio moving forward into the future

Defiant stated that government funding allowed it to invest in making bigger games at a time when
the marlket was becoming swamped with smaller titldgcording to the studio, this transition enabled
it to build a safe harbour in a growing but turbulent market and helped to build its business

internationally.
Percentage of AIGF funding paid back (if applitable

Defiant is due to repay funding in 2018, at which point it will repay 100% of the loan portion of the
funding.

14. Wicked Witch SoftwardVictoria)
Description of development studio and games developed

Wicked Witch has been making successful video games 2001 for nearly all formats. With a broad
background of interest and project delivery, Wicked Witch create original IP, either independently or
with investment partners, and work with domestic and international partners in a Work for Hire
capacity.Some games developed by Wicked Witch inclitlezle WiRugby Challenge AFL Live,2
Shane Warne King of Spatapult Kingand Jet Run: City Defender
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Governmentfunding or other support received

Wicked Witch has receivagbvernmentsupport a number of times, the most recent coming from Film
Victoria Production grants and Enterprise Funding as part of the Screen Australia Australian Interactive

Games Fund.

Importance of thegovernmentunding or support and how it assisted the busie

Wicked Witch stated that receiving thgovernmentsupport allowed it to accelerate its growth,
primarily by developing its own IP. As an example, one of itpsaélished video gamedget Run: City
Defender has reached nearly 1 million downloads asx@OS, Android and Amazon, with the game

also being featured worlavide on the Apple and Amazon storefronts.
How thegovernmentunding or support benefited the studio moving forward into the future

Wicked Witch stated that its Film Victoria and Screestralia funding enabled the studio to grow its
involvement in its own IP projects and diversify its product iiicked Witch also experienced a
significant increase in the number of staff employed at the studio primarily due to this funding, as it
employal 10 people and sustained more permanent staff. It also has raised additional funding to

deliver 5 more mobile games thanks to thevernmentfunding.
Percentage of AIGF funding paid back (if applicable)

Wicked Witch stated that it is still finalising andmmercialising the final projects commenced with

the AIGF funding, sat the time of writingit has not yet paid back any of the loan component.

Page |54



B. Tax Offsets

Refundable tax offsets for video ganmevdlopment

IGEA supports the recommertitan of the Senat&ameon Reportthat thefederalgovernmentshould

introduce a refundable tax offset for Australian expenditure in the development of video gdimiss.
recommendation echoes similar recommendationssefveral other bodies in the past, inding

{ ONBSY 1 dzaGNI f Al Ay RihéStateand TerditarySaree@geNdy FoRuBrlis ¢ NI LJ2 NI
submission to thefederal government Convergence Review® and the Convergence Review

Committee itself in its final report for the Convergence ReVi€interactive gameslevelopersin
Australiacurrently have limited access to incentivised regulatory or taxation frameworks, apart from

those that areavailableto all businesses. These more general initiatives include the Resasadch

Development Takncentivé%and support through other grants arsrviceqsuch as via Austrade).

Unfortunately, there is no national suppapecificallyfor games developmentvhereasother screen
and creativeindustries, such as film and television, have long enjoyed several inekpstojfic
regulatory, tax and other support mechanisms ofederallevel. The highlight in this regard is the
Producer Offset®which isrefundable taxoffset that applies only to producers of Australian feature
films, television and related projects with a 40% offsetor feature films and a 20% offskir certain
television projectd!1 This offset has benefited producers Atistralianfilms and televigin projects
for many yearsand this is not even considering the twather refundable tax offsets for film
production:the Location Offset and Post, Digital and Visual eff@eB\j offset11?In fact, IGEA was
informed by a former, large games studio in Anadia that if the ineligibility of video games were

removed from the PDV offset criteria, console games development would still be alive in the country.

wsgcreen Australid, f F @ Ay3 F2NJ YSSLIEY 9y KIyOAy3a adzadrFAylF @A de Ay ! dAGNIfAIQ
<https://www.screenaustralia.gov.au/getmedia/24e18b42ab4c9f8e4f-54a5fe89f53a/Reporplayingfor-keeps.pdf.

106 State and Territory Screen Agency For@ubmission to th€onvergence Revigi2012) page 9.

107 Convergence Review Committ€epnvergence Review: Final Rei(8e March 2012)

<http://www.abc.net.au/mediawatch/transcripts/1339 conveegce.pdf page 59, recommendation 17.

108 Departmentof Industry, Innovation and Sciend@&D Tax Incentiy@6 June 2017)
<https://www.business.gov.au/assistance/researahd-developmenttax-incentive>

09gcreen Australid, f F @ Ay 3 F2NJ YSSLIAY 9YyKIYyOAy3d &dzaAGIAYF @A GE Ay ! dZAGNI f A Q
<https://www.screenaustralia.gov.au/getmedia/24e18b42ab4c9f8e4f54a5fe89f53a/Reporplayingfor-keeps.pd$ page 3.

H1oScreen Austlia, Producer Offsef2017) <ttps://www.screenaustralia.gov.au/fundinrgnd-support/produceroffset>.

H11Screen AustralidGuidelines: What is the Producer Off§2817) <https://www.screenaustralia.gov.au/fundingnd-
support/produceroffset/quidelines/abouithe-produceroffset>.

112 Departmentof Canmunications and the Art§,ax rebates for film and television producé817)
<https://www.arts.gov.au/fundingand-support/tax-rebatesfiim-andtelevisionproducers.

Page |55


https://www.screenaustralia.gov.au/getmedia/24e18b4b-52ab-4c9f-8e4f-54a5fe89f53a/Report-playing-for-keeps.pdf
http://www.abc.net.au/mediawatch/transcripts/1339_convergence.pdf
https://www.business.gov.au/assistance/research-and-development-tax-incentive
https://www.screenaustralia.gov.au/getmedia/24e18b4b-52ab-4c9f-8e4f-54a5fe89f53a/Report-playing-for-keeps.pdf
https://www.screenaustralia.gov.au/funding-and-support/producer-offset
https://www.screenaustralia.gov.au/funding-and-support/producer-offset/guidelines/about-the-producer-offset
https://www.screenaustralia.gov.au/funding-and-support/producer-offset/guidelines/about-the-producer-offset
https://www.arts.gov.au/funding-and-support/tax-rebates-film-and-television-producers

ThereR2 Say Qi & Scegéntréagon as$o whilfedekindsof refundable tax offsets apply only
to selectedscreenand creativeindustries,with others such as video games being excluded entirely.
There is an argument to be made that this disparity is simply reflective of the Ausigai@nnmenf a

history of nglecting the video games industry andt appreciatinghor respectingts potential.
Extension of theqmduceroffset andintroduction of new tax fisets

Thesimple way that a refundable tax offset can be introduced for video garoduction isby, at a
minimum extending the Australian Producer Offsetuioleo gameprojects(with some adjustments
to ensure the scheme works appropriatéty the development of video games). Alternatively, a brand
new, standalone tax offset for games development couldiduced. There are also strong reasons
as to why a location offset for the production of largadget video games should be introduced, in
addition toremoving the ineligibility of video games for the PDV offRefgardless of the specific path
taken, the introduction of some fornor formsof tax offsesfor the video games development industry
in Australia iskey for the sustainable growth and international competitiveness of the seutitin
positive flowon effects for! dz&  NJ f A le€baomyd LB witRR &tiéd forms of content and
technology, interactive games are often considered to be more financially risky and therefore have
not traditionally attracted highevels of investmentAswasrecognisedy ScreenAustralia,enhanced
governmentsupport could mitigate the perceivedrisks and make the sector more attractive to

domestic and foreign investmeAts

Theintroduction oftax offsesfor games development in Australia has ttepacityto assiststudiosin
becomingmore competitiveinternationally.lt createsfinancialincentivesfor projectswith significant
commercialvalue, particularly high-end consolegames.Through attracting domestic and overseas
investment, games developers are more likelyuild stableand sustainablestudioswhicharecritical

to long-term growth of the industry. Leveraging dza { Ngedgraghi@dsition will alsoassistin the
penetrationof the Asianmarkets.Thegrowth of gamesdevelopmentocallywill alsoattract talentand
bolster other industries that can takadvantage of the skills and technology developed in the sector.
The GDAAand ScreenProducersAustraliahave alsoarguedfor the extensionof the ProducerOffset

to interactivegameson the basisthat it will provide a smart and efficientarket-driven tax incentive
that will stimulate investment and thiecreasecdcontentcreationin Australia, contributing to the lonrg

term sustainability of the sector.

133creen Australiddustralian Interactive Games Fund: Options Paper for Comgh2i@ctober 2012)

<https://www.screenaustralia.gov.au/getmedia/677b52&b3b-4b0f-98a554ffc26 laabb/Game®ptionsPaper101212.pd#.
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It is generallyacknowledgedthat the ProducerOffset tax regime has worked well to achieve the
originalpolicy intention to:d @ delp i filin andtelevisionindustryto becomemore competitiveand
responsiveto audiences, and will be a major incentive for projects with significant commercial
potential... TheglOffset] providesa substantialopportunity for producersto retain significantequity in

their productionsandbuild stableand sustainablgoroductioncompaniespoth important for the long
tSNY 3INBgUGK 27T HEnhéhe Fadkdf this suotdesheraembBstrattarecommendedhe
introduction of an Interactive Entertainment (Games) &t with two levels of support: a 30%x
crediton eligibleexpenditurewith aminimumthresholdexpenditureof $500,000and a 20%tax credit

on eligible expenditure with a minimum thsbold expenditure of $2000D.115 Screen Australia stated:
6Economic mdelling of this proposed offset indicates that over\aefyear period therewvould be an
additional investment of $14illion, of which $100 million would confeom foreign sources. In the
medium to high budgetsection of the industry analysed foinis research, this would result in an
additionalO2 Yy i NA 6 dzi A 2y 2F P71 c DomestidPkoduyt and & 50!pelzéeiit Mgrdage Q& D NE
Ay (KS vy dzv8Thdkpdrials@stated thatle scheme would createp to 400 new jobs.

Evidence given throughout the Sen@ame orinquiry further demonstrates the many benefits that
introducing a tax offset for games developmembuld have for tte Australian sector. The Senate

report does collate the evidenc¢éut for the Departmenf Benefit, IGEA wilbrovide a summary’

f Black Lab statedftax creditswereintroducedfor gamesLINE R dzO (i tvdyld¥encau¥agel 6
investment in the sector, which would lead to more projects with substantial budgets getting
offthegrourRY YR Ay GdzNYy LINPBGARAY3I Y2NBBSYLX 28 YSyi

1 Speaking about a Screen Austrabporty a A IKG& DI YSa ffaiigladiddfdet G KF GY &
of between 20% for projects under $500,000 and 30% for projects over $500,000, would
create more than 380 new jobs and would dramatically increases the number of people

waorking on higkend, triple A games 18

14 Senator Helen Coonan and Senator George BrandNeSCproducer incentive foruatralian film and television productigndoint
Media Release (8 May 2007).

uSScreen Australia, f F @ Ay 3 F2NJ YSSLIAY 9y KFEyOAy3a adaidrAylF epiaide Ay ! dAGNIfAFQ
<https://www.screenaustralia.gov.au/getmedia/24e18b42ab-4c9f8e4f-54a5fe89f53a/Reporplayingfor-keeps.pdf page 27.

116 |bid page 3.

117Senate Game on Rep@®9 April 2016)

<http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Environment and Communications/Video game industry/
Report> pages 4617.

H8Black Lab GameSubmission to Senate Environment and Communications References Coifiieptember 2015)
<http://www.aph.gov.au/DocumentStore.ashx?id=c67bc3f@404e7aabeeh655282938d3&subld=401883age 2.

19 Mighty Games Grouggubmission to Senate Environment and Communications References Coifii@igeptember 2015)
<http://www.aph.gov.au/DocumentStore.ashx?id=2c638eB%d4-4d7d-b409-da96b01f0a5f&subld=402662page 6.
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International examples of tax offsets f@anges production

There areseveralcountries that have tax or producer offsets in place for vidamesdevelopment,
including the United Kingdom, Canaf provincial levels)France and the United States of America
(at gate levels) and there is clear evidence on the success of these offsets for botstalgames
sectors In a similar vein tgames fundingthis puts every single development studio in Australia at a
distinct disadvantage tthose studios thatlo benefit from tax reliefA key factor as to why almost all
overseas owned AAA development houses closed in Austhatiag the GF@asthat it became t@
costly to develop games here, and as a resilier countries with tax incentive schemes in place for
games development became more viable than ever before to either relocate to or to-upegisting
business operations within. Acabng to our members, Australia is very rarely in the conversation
when discussions take place about the international expansion of development stwdibsut a tax

or producer offset scheme in place that offers similar benefits to studios in other desnfustralia
will almost certaity never be a viable option foAAA publishers and game companies to set up
development studios inTheSenateGameon Report summarises some of theeglobaltax incentives,

but as the report is now 450 days old, IGEA pvidlvide anup-to-date list of this information below.
United Kingdom

The UK has a tax relief scheme for British films, highd television programmes, animation
LINEINI YYSas OKAf RNByQa (St S¥heévideogameiN®EhNFsyseda | y R
was implemented from 1 April 201t¢ complement the film tax reliefs introduced in 2007, both of

which are managed bi#M Revenue & Custon(8iIMRQ andthe British Film Institution BF). The

scheme offers tax relief for v8i2 3 YSa R S®0duali®ihgYURAFEEudpean Economic

Area] production expenditure on the lower of either 80% of the total core expenditure or the actual
UYk99! 0O2NB SE LIS Core (exizéhBiturd igléhinketlasSperidity towards design,

production and testing of the video gam&here is no cap on the amount that can be claimed.
Successful companies asmntitled to an additional deductiorin calculating taxable profiter to

surrender lossefor a payable tax credit where additiordgduction results in a logat a 25% ratp122

Developers can apply for interim British video games certification for tax relief at any point before or

120BF| FilmBritish certification and tax reli¢2017) <ttp://www.bfi.org.uk/supporting-uk-film/british-certificationtax-relief>.
21BFI About UK creative industry tax reli€2017) $ttp://www.bfi.org.uk/film -industry/british-certificationtax-relief/about-tax-
relief>

122HMRCCorporation Tax: Creative Industry Tax Re{fsOctober 2016)https://www.gov.uk/guidance/corporatiortax-creative
industry-tax-reliefs#videegamestax-relief-vgtr>.
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during production, which isecessaryto claim tax relief during development, after which a final

applicaion must be submitted once development of tjame has concludet?

There areseveral requirements that must be met before a developer can access this tax relief. The

first is satisfying the British Video Games Culturedt. 124 To apply for the test, therare initial

threshold requirements. The development company mustrégistered with the Companies House

(body responsible for incorporating companiesdbe within the UK corporate tax nethecompany

must be established and incorporated prior to the li@ging of design and development of the game

Iy Rhavex responsibility for all aspects of the video game making process from design and
developmentli K NB dz3 K {2 ( S 320nge Thesk édiireRénfs ar@<atiéfed, the BFI then
RSGSNX¥AYySa gKSGIKSNI 6KS @ARS2 3t YS a3fpoiptdzftdral A 2y A a
test, of which a project musacquireat least16-points. The teshasfour sections: (A) Cultural content

(i.e.isthe game set in the UK? Does it hawad British characte®,(B) Cultural contributioni.g. does

the game represent British creativity or heritage@,) Cultural hubsi.é. does 50%of conceptual
development, storyboarding, desigetc. takeplace in the UR and (D) Personnei.€. is 1 of the 3

lead project leadersscriptwriters etc.an EEA citizen oesiden®?).126 Last the game must be intended

F 2 NJ LJdzo f A OAt leEBt 580lotitle cdreyespendifr Ydza i GF 1S LX®OS Ay (GKS

''YQa @GARS2 3 YSa (I E stkBebstulSiguresiplblisfed By HKER&uly281% y &S NEB
indicate, in 20161L7, 90 video games received tax relief and &BPmillion in total was paid out to

280 claimdrom these productiongeach game can make several tax relief claims), projects of which
comprised GBE163 million inUK expendituralone!?8 Since the scheme was introduced in 20295

video games have successfully claimed tax relief, with almosET@BRmillion being paid oub 420

claims from these productions, supporting UK expenditure totalling 868% million (total
expenditurewasGBE886 million). Although the number and expenditure of games claiming tax relief

in 201617 are not final and will increase as the HMRC ikes=more claims, the grapbelow from

HMRQlemonstrates how these figures have increased substantially betweenP®ahd 201516:

123BFI,The cultural test for deo gameg$2017) dttp://www.bfi.org.uk/film -industry/british-certificationtax-relief/cultural-test-
video-games.

24| bid.

125BFI,The cultural tet for video gameg017) dttp://www.bfi.org.uk/film -industry/british-certificationtax-relief/cultural-test-
video-games.

126 BFI Summary of paits ¢ cultural test for video gameg®017) sttp://www.bfi.org.uk/film -industry/british-certificationtax-
relief/culturaltest-video-games/summanpoints-culturattest-video-games.

27BFI,About UK creative industry tax reli¢017) sttp://www.bfi.org.uk/film-industry/british-certificationtax-relief/about-tax-
relief>

122HMRCCreative Industry Statistics: July 2qdily 2017)
<https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/630501/July 2017 Commentasatte Indus
tries_Statistics2.pdf pages 7, 187.
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Figure 3.4a: Numberand expenditure of videogames claiming VGTR, 2014-15 to 2016-17
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HMRC also created another chénat demonstrates the increase in the number of claims for games
tax relief(up by 115% from 2015/1@nd the amount paid out in respongap by 60% from 2015/16).

Figure 3.4b: Number of claims and amount of VGTR paid (receipts basis), 2014-15 to 2016-17
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Source: HMRC Management Information Systems (MIS)and BF
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The significant increase in the sheer number of claims for video games tax relief demonstrates the
demand and overall importance of the scheme to UK developérarelief paid out promotes the
financial outlook of individual video game productions, thereby facilitating the overall sustainability of
studios and promoting the development of future video games. And of course, because the tax relief
received is contingdron there being a minimum of 25% core UK productapenditure, with relief
available for the lesser of 80% of total core expenditure or actual UK core expenditure, companies are
very much encouraged to increase the amount of UK core expenditure incufied directly
contributes to the UK economy, includibgincreasing local staff hires, promoting UK investment and

enabling UK games companiesctampetestronglywith the world.

Dr Jo Twist, CEO UKIE (industry body for the UK games and interactiviereainment), said the
F2tf26Ay3 o2dz2i GKS | YHhedandichpé fdhe UK gamesl&étdr B6tld BeOK SY S Y
completely different without the evident contribution of the Video Games Tax Relief. The VGTR

directly creates jobs, fuels technicaldaoreative innovation, and allows the UK to be a real global

player in the games andteractive entertainment sectortGovernmentsupport, particularly through

the tax relief, is a huge contributor to what makes the UK gaingsR dza it NB 3 f 2 oThef £ @ O2 Y LIS
certainty the scheme gives to the sector is vital in continuing to drive investment, employment,
AYYy2@0FidA2yT FyYyR (2 YIFAYQdl Ay AYThe UKKdBstryOdwaPlays G A Sy S & 2
12,600 staff in 1,000 organisatiof®,contributingGBE1.60 A f f A2y (2 GKWS& ! YQAa D5t A\

Canada

Many Canadiarprovinces including BritishCdumbial32 Manitoba33 Nova Scoti&3* Ontariol3®>and

Quebec38 provide competitivetax incentivesfor gamesdevelopmentasdigital media.

Ontario introduced the Ontario Interactive Digital Media Tax Cred®IDMTQ. The OIDMTC is a

refundable tax credit for the development of interactive digital media products, sudigéal games,

129Dr Jo TwistE73m in Video Games Tax Relief paid in 2016/17, latest figures(@0aiuly 2017)
<http://ukie.org.uk/news/2017/07/%C2%A373videc-gamestax-relief-paid-20161 7latest-figuresshow>.

WTIGAS L D! Qa tfly G2 LYyONBI &S 9YLX28YSyid (AMay2oKp 'Y xARS2 DIYSa LyRdz
<http://tiga.org/news/tigas-planto-increaseemploymentin-the-uk-video-gamesindustry-by-40-by-2022>.

BBl Power Up GamindgJK Gaming Industry Positioned for Strong Growth in 28107anuay 2017)
<http://powerupgaming.co.uk/2017/01/08/ukgamingindustry-positionedfor-strong-growth-in-2017/.

132 British Columbia kttp://www2.gov.bc.ca/gov/content/taxes/incomeaxes/corporate/credits/interactivedigitatmedia>.

133 Manitoba <https://www.gov.mb.cal/iec/busdev/financial/midmtc/index.htrml

134Nova Scotia
<http://www.novascotia.ca/finance/en/home/taxation/tax101/businesstax/corporateincometax/digitalmediataxcredit.aspx
1350MDC #ittp://www.omdc.on.ca/interacive/Tax_Credits/OIDMTC.htm

136 Quebec fttp://www.investquebec.com/quebec/en/financigbroducts/smbsand-large-corporations/taxcredits/productiorof-
multimediatitles.html>.
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in Ontariol3” The credit is available to Canadian corporations, whether Canadi&sreign-owned,
that develop avideo game product at a perament establishment in Ontariéd gamds only eligible if

its primary purpose is either to entertain the usarto educate users under the age of 2.

The OIDMTC consists of three tax cretfitghe firsi = |+ opz GFE ONBRAGET | LILX ASA
developed undegr feefor-service arrangementyith the relief onlyextends to Ontario labour costs.

¢KS aS8S02yRX | nxE:r (0 ELISONS R ASRWhemMpiRe iofparatidhas 6y 2 Y
developng and marketing their own product. Thesedit will extend tolabour, marketing and
distributionexpensesMarketing and distribution costs are eligible where they are incurred irviloe

yearLISNA 2R 0S¥2NB FyR 2y S @& SFbrwath credit§ Mbour soSisc@redr SQa 02 YL
Ay GKNBS &SI NE LING @8dy soyhaetidin kad® bexclaiv& Qeitendingddiriési

and wages for employeegsiding in Ontario but only where the costs are paid for services rendered

at a permanent Ordrio establishment and arattributable to development.Both specified and nen

Pl
w
D

specified products must also meahy n Kk Hp Nzt ST GKSNBAY Hpmusebg (KS
attributable to eligible wages of employees of the qualifying corporationl y&of tiyemdevelopment

t | o0 2ndetlbe @ttributable to eligible wages and eligible remuneration paid to individuals, personal
corporations, or sole proprietofsA LJa (G KIF G R2 y2i KI @S SYLX 28SSa¢o

Lastly, a 35% tax credit is available to either qualifying ecisfised digital game corporatiorigr

labour expendituresv dz f AF@Ay 3 RAIAGET O2 NLERMNdmik RyhdiontoNBE RSTAY.
eligible Ontario labour costs over a thrggear period for fedor-service work done in Ontario that is

directlyrelated to the development of a digital gardewhereas specialised digital game corporations

dare those that have either 80% of Ontario payroll or 90% of annual revenues attributable to

interactive digital media game development with a minimum of $1 onllof Ontario labour

expenditures in the taxation year directly attributable to the development of eligible digital gardes

For all tax credit levels, there is no cap on the labour costs eligible for relief and there is alse no per

project or annual corpate limits on the amount of the credit that may be claimed, although

marketing and distribution costs incurred on nepecified projects are subject to a $100,000.cap

British Columbia ianothergreatexample ofprovincialevel Canadiagovernmentsuppot of games

development through taxelief. The Interactive Digital Media Tax CredDNITQ is available to

37OMDC Tax Credit$2017) sttp://www.omdc.on.calinteractive/Tax_Credits.htm.

138 Ontario Ministry of Financeéntario Interactive Digital Media Tax Credit Bull¢BrNovember 2015)

<http://www.fin.gov.on.ca/en/credit/oidmtc/bulletin-nov-2-2015.htmp.

139OMDCPOntario Interactive Digital Media Tax Cre(@017) ttp://www.omdc.on.cal/interactive/Tax _Credits/OIDMTC.h#m
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qualifying companies that develop interactive media products, including video games, in British
Columbial*9The credit is set at a rate of 17.5% of salary and wages inctongducethe game in

the year and is managed by the Income Taxation Branch. Salary and wage expenses are only eligible if

they are directly attributable to the production of the garrequestionand paid to individuals who

are residents of British Columbi&orporations can apply for the IDMTC if they have a permanent
establishment in British Columbiare a taxable Canadiacompany for the year and incanore than

$100,000 in salaries andages. Additionally, corporations will only be eligible if either their principal

business is developing interactive digital media products generally or substantially all their business

O 2 y & A aravilingeRyible activities to corporations that haaepermanent establishment in B.C.

and whose principal business is developingintl OG A @S RAIA I f YSRAI LINRRdzOG &

After coming into effect in 2010, the IDMTC was set to expire in 2015. Hovibeeg, was a strong
outreach of support from theBCdigital media industry for the scheme, with many urging the
governmentto extendit to a later date. TheStraightcomposed a article on 11 February 20142

collatingan arrayof anecdotalevidence from stakeholders about the pogéibenefits of the scheme:

1 Howard naldson of DigiB&tated they were happy about the IDMTC scheme as it helped
a2 GKS o0fSSRAY3IE +ta aY2NB GKIFYy pZannn Ay RdzadN
HAny&olkf a2 &adA3SadiSR GKFGZ FT2NJ S OK twdSNB2Y 62N
additional jobs are created, with vendors that contribute to the creation of games and
businesses that support developérsp

1 George Heyman, the Member of the Legislative Assembly for VancBausiew, told the
Straightii K IStiudied have shown that taxedits bring in more revenue than they distribute,
and they increase employment in related industéie®$

Y Todd Tessier of Recon InstrumentINP @A RSR (G KI G nal € Subsldys aut & 61 & «
competitive fiscal policy that is sustain&bf ®

f LanceDavisofSlan { AE DI YS&4S 6KAOK OSI Aa&Runéqliddddllyi A 2y & Ay
Al @XAT 6SQR KItRe IDMKGLISNKNISIHA (12 2SF &SI N 6ST2NBz
possibilie {tl yd {AE 62dfd R 06S KSNB (2RI&¢d

140 British Columbialnteractive Digital Media Tax Cre@®017) sttp://www?2.gov.bc.ca/gov/content/taxes/income
taxes/corporate/credits/interactivedigitatmedia>.

141 British Columbiakrequently Asked QuestiofZ017) ttp://www2.gov.bc.ca/gov/content/taxes/income
taxes/corporate/credits/interative-digitatmedia/idm-fags>.

42 Straight,Video game developers want B.C. to renew Interactive Digital Media Tax(CieBebruary 2014)
<http://www.straight.com/life/584451/videcgamedeveloperswant-bc-renew-interactive-digitatmediatax-credit>.
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Because athis campaigntheLiberalgovernmentannounced they would extend the tax credit scheme

to 31 August 201843 In fact, thegovernmenQd HnAamT 0dzR3ISG | f a2 MION®R LI2aSa (2
include virtualand augmented reality (AR) projeétdwhich are being pioneered by the video games

industry thankdo the success of headsets such as the PlayStation VR, Oculus Rift and HAfIeVive.

G§KS yy2dzy OSYSy {The IMIA éncolrragdésiinndvaive tech@iology companies to

establish global and regional headquarters in B.C., bringinggdagimg jobs hat benefit the entire

economy. The continuance of the tax credit will lead to continued success, a stronger industry sector,

and a leadership position in one of the world's fastest growing industt#és

It is no surprisehen, thanks to the large leveB ¥ & dzLJLJ2 NIi FNR Y atkhgdaRds Q& LINE GA
development sector in the countiig growingfast Harvey Donaldson of DigiBC suggested that, after

the increase ofiideo gamesax credits in Quebec to 30%mployment numbers in the local industry

doubled.146 Additionally, he EntertainmeniSoftware Association of Canatkzleases statistics on the

size of the Canadiagames sector every two years. When considered together, these numbers paint

a very health picture for thendustry across the entire count®}” In 2011,about 15,700 peogs were

employed in the Canadiagamesindustry, with 348 activeampanies operating at the timén 2013,

while the number of companies dropped to 329, the number of those emplayereased to 16,500.

Today/ I y I RI Q adusky eviflGys ovey 20,400 people, with 472 active studios in the country.
This growth in employment is significatbtalling to around 12% from 2011 to @16. A largepart of
this growth is undoubtedly thanks to the favourable provincial tax rekgimes with many large
gamescompanies either establishing new studioshie country (i.e.Bethesda in Quebek8 Microsoft

in British Columbia?® Gearbox Software in Quebée® Atomhawk in Vancouve! Hutch in Nova

143 British ColumbiaBudget Speech 2012015) sttp:/bcbudget.gov.bc.ca/2015/speech/2015 Budget Speectepdf
144 British Columbialnteractive Digital Media Tax Cre®017) sttp://www?2.gov.bc.ca/gov/content/taxes/income
taxes/corporate/credits/interactivedigitatmedia>.

145 Straight,B.C. budget keeps tax credit for video game developers until(2818ebruary 2015)
<http://www.straight.com/blogra/392736/bebudgetkeepstax-credit-video-gamedevelopersuntil-2018>.

146 Straight,Video game developers want B.C. to renew Interactive Digital Media Tax(Cie&bruary 2014)
<http://www.straight.com/life/584451/videcgamedeveloperswant-bc-renew-interactive-digitatmediatax-credit>.
17TESA Canad&ssential Fats(201116) <http://theesa.ca/resources/essentighacts/>.

1“8 polygonBethesda opens new studio in MontrédlDecember 2015) kttps://www.polygon.com/2015/12/9/9878680/bethesda
softworksnew-studio-montreab.

9Vancouver SurMicrosoft opens new video game studio in Vanco(2@mMovemier 2012)
<http://vancouversun.com/news/stafblogs/microsoftopensnew-video-gamestudio-in-vancouver.

150 pPolygonGearbox opens new studio in Quelggity(11 December 2015)
<https://www.polygon.com/2015/12/11/9893502/gearbostudio-guebeccity-canade.

Biprolific NorthDF G SAK S RQa ! i 2 YKInLCanad20@yoast W13y a4 dzZRA 2 A
<https://www.prolificnorth.co.uk/2017/08/gatesheadatomhawkopensnew-studio-in-canadab.
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Scotid®2and Ubisoft in Saguend$just to name a few or simplycontinuing to grow and succeed

(i.e. Electronic Arts in British Columbia, BioWare in Alberta and Qu€lapcom in Britishdlumbia,

Ubisoft in Quebec)As a result, theountry ranks third in the world for developing video gameg, jus

0SKAYR LR2oSNK2dzaSa ! { YR WHLIYY gAGK GKS AyRdzaiNE

year and employing people at an average salary of over CAD$7£4000.
United States of America

IGEA would also like to provide the following case study omil&on,whichprovidesan overviewof

the significantbenefits that have accrued to the staté Floridain terms of employment and income

in the gamessector because of the introdtion of a production tax offset for games development.
Note that the U.S. video game industry employs more than 220,000 individuals according to the
Entertainment Software AssociatioB$%$A. Employment in the video game industry grew at an annual
rate of 2.94 more than double the rate of the U.S. job market, and employedse industry earned

an average compensation of $97,000 per year in 20hearly double the average U.S. household

income. There are 2,322 developer locations across all 50 states and the District of @olumbi
Case Studyg Digital Media Incentives indfida: Development, Growtland Success

In 1998, Electronic Arts (EA) bought Tiburon Entertainment, a typical garage basegpdtarated in

Maitland, Florida, to develop a football interactive game and quickly grew the studio to 100

employees, a fortuitous decision that would ultimately l¢adhe rise of a digital media ecosystem in
Ct2NARIF® {22y | FTGSNI 9! Qa LIJzZNOKIasS 2F ¢Ao0dz2NBY |FyR
AYRdzZAGNRB T adrdS O02YLISGAGAZ2Y FT2NJ 0KS AYyRddzZAGNEBQa KA:
which R2 ISR GKS ylriA2yQa FANRG FAEY |yR GStS@Aarzy
expanding its incentive program in 2005 to include development of interactive games. Recognising

they had begun to lose ground to other states, Florida lawmakers addedhative digital media to

the existing film and entertainment incentive program in 2007. The incentive program, which began

with funding of $US2.4 million in 2004, had grown to $US25 million in the year that digital media was

added. EA was one of the coares that took advantage of this incentive to support growth.

152 Games Industry BiZlK motorspors developer opens Canadian office to increase output, tap new talenfialugust 2017)

<http://www.gamesindustry.biz/articles/201-08-15-hutch-openingnova-scotiastudio>.

153 Ubisoft,Ubisoft Announces the Creation Of The Ubisoft Saguenay Studio And Record Investments Ifb Gaepbember 2017)

<http://montreal.ubisoft.com/en/ubisoftannouncesthe-creationof-the-ubisoft saguenaystudio-and-record-investmentsin-

quebech.

4 ESA Canad&ssential Facts 20X2016) sttp://theesa.ca/wp-content/uploads/2016/11/2016 booklet Web.compressed?2.pdf
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9! 0a LINBaSyO0S Ay Cf 2NRRI 0 W8tH the/Unitiedsity Of Cérfral FlofidaS T F SO0 @
(UCF) to create a videgame development school, the Florida Interactive Entertainnfaalemy.EA
also workedwith FullSailUniversityandthe Ringling Schoolf DesignThishelpeddevelopthe regional
workforce by cultivating graduateswith science,technology,engineering,and mathematicsskills,
valuableto not just EA,but to the entertainment, modelling simulation,and defence industries. This
activity was part of creating a regiondigital ecosystenin Media and Technologywhich brings
together leadershipand mentoring, technology, capital, government and policy, and a support
network. As EA began to grow in Florida, ettstates began to compete fohe A Y R dzvalusldeQ &
jobs.Inresponsejn 2010,the Florida Legislaturapdatedthe programfrom a cashincentiveprogram

to atax creditprogramto keepup with the competitionfrom other states.Theprogramwasoriginally
allocated$US242million in multiyeartax credits,representing a greater than 300 percent increase in

incentives relative to the $US73 million providadder the original incentive program.
The updated taxredit program operates as follows:

w Noearlierthan 180daysprior to the project start date, a productioncompanymay apply to
Office of Film and Entertainment (OFE) for certification of tax credits basediupo LINR 2SO0 Q4
estimated qualified expendites

w Qualifiedexpendituresncludeproductionexpendituresor goodspurchasedor leasedfrom,
or servicegprovidedby, aFloridavendoror supplier,aswell aswagespaidto Floridaresidents

w OFE must review the application within 15 days after recait, if the application contains
all the requiredinformation,recommendthe applicantto the Departmentof Revenudor the
maximumtax credit award. The Departmentof Revenuds requiredto, within 5 days,either
reject the recommendation or certify thapplicant for the tax credit award

w Taxcreditsfor projectsare allocatedon a first come,first servebasis,accordingto three
gueues:the general production queue, the commercialand music video queue, and the
independent and emerging media productiqueue. Digital media, film and television
projects are funded in the general production queue, which receives 94 percent of all
incentive funding A project must have at least U$$625,000in qualified expendituresto be
eligiblefor fundingin the generaproduction queue

w The baseline tax credit incentive for projects in the general petidn queue is calculated at
20% of qualified expenditures,up to USH8 million. Tax credit bonusesare provided for

employing digital media students or graduates, incugra least 509%f the LINE 2dbialified® &
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expendituresto a digital mediaproduction facility, and producingfamily friendlyprojects.A
projectmaynot receivetax creditstotalling morethan 30%of its actual qualified expenditures
After the projectis completedandall expendituresare made,the productioncompanymust
have an independentcertified public accountantconducta complianceaudit to verify the
amountof actualqualifiedexpendituresThisfinal, verifiedamountrepresentshe basisfrom
which to calculate the final tax credit award.

If the production company cannot benefit from the tax credit due to a lack of tax obligation,
the productioncompanymay sellthem to an entity that doeshavean obligation,or transfer

the creditbacktoth& G F § S F2NJ dbn LISNDSy . 2F GKS (I E

In2011and2012,Floridaallocatedan additionalUSb12 million and USb42 million, respectivelyfo the

tax credit program,increasinghe total tax creditsallocatedunderthe programto U296 million. The

updatedtax credit programresultedin a resurgenceof film andtelevisionindustriesin Florida,and

growth in digital media.But EAdid more than just createinternal jobs. Theripple effectfrom9 | Q&

presence and growth in the regionpalpable. Here are a few points to consider:

w

I F2NXSNI 9! ¢A0dNRY fSFRSNI gSyid 2y (G2 fSIFR
to become one of the most highly acclaimed video game development schools in the nation
Former EA leaders went on toeate companies suds Shiver Entertainment, 360Bdd Row
ShamBow,anda Zyngastudioin Florida.Other companiesormed around this clustetoo

In 2013, EA partnered with UCF to deethe EA Sports Innovation Lab
CentralFloridaisalsohometo Indienomicon,anorgangation dedicatedo bringingawareness

to the & S E O A (icBItdr8 ghd ilicredible talent of the indie [video game] developersof
CentralC f 2 NFhébbdgféaturesdozensof independent game companies

Theregion also hostsa now annualevent called & L y Gala&icSpaceW! Ywhich brings
together scientists and others from the space travel industry (such as NASA scientists) and
game developers to rapidly prototype video games with a space tragate¢h

9! C¢AOdzNRY LI NEBAGQRLI{EBINYMY {E19@a AtyAlGALF GABSE
Science, Engineeringh@d Foundational Coding.he course, which aligns with national and
state Common Core Education Standards, reinforces STEM thinking througlvorkhl
application of skills, exposing students to exciting career opportunities in these industries.
EAleadershave co-created a technology co-working space,called CANVSthat servesthe

regionand hasbecomehometo 75 technologystart-upsand other companiesCANV$iosts
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dozensof technologyindustryeventseachmonth andhasrecentlybecomethe headquarters
of anewlyformed acceleratorfund to supportthe growth of technology companies

w EA Tiburon is also helping to sponsor dadnch OrlandoiX, &irst of its kind ofevent
celebrating the interactive digital media industry in the region. The inaugural event is
expectedto draw thousandsof visitors,and will feature a gamingarenawith gameplaying

tournaments, game building challenges and a game expo with a gaming speaker series.

What began as a thre@erson stariup grew to 100 with theacquisition by EA and tHauildingof the

team to createthe Madden Footbalfranchise. EATiburon, with thesuccess of the incentive and

cultivation of the regionatalent pool, grew to 600employees.t KS LINRE AN} YQ&a &dz00Saa
Florida extending it for another year, and EA responlgdbringing new titles to the studio. By 2012,

it grew to around825 Floridiansworking in its studio, with araverage salary greater thathe

US$90,000 industryaverage in Florida, and fabove the average wage approximately U$41,000.
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C. CoWorking Spaces

Importance of C&Working Spaces for Games Development

IGEA supportthe SenateGameon RS LJ2 wdli thed the Australiargovernment in conjunction with

States and Territories, encourage and financially contribute towards the creation of shavestkiog

spaces for the video games developmentindustr2 t £ 6 2 N} GA @S 62NJ aLJ 0Sa 2NJ a
enable many different developerstudiosand game companieso rent desks or officesvithin the

same building, work on their businesses and develop games in a collaborative environment. The
benefits of creating such spaces for the games development industry are imnw®mie®f scde

are encouraged in term®f resources, interaction, collaboration and knowleelfearing. The
importance of being able to networkyuild industry connectionand fosterboth employment and
business opportunitiewith others in the space should not be ol@ked.Hubscancreateacentreof

activity for allowing visiting companiesand organisationsincluding potential investors to support
localiseddevelopmentinitiatives.Additionally, ceworking spacefrequentlyoffer useful services such

as therenting of office spaces or desks at subsidised rates, access to high speed internet and other
technology, acess to meeting and board roomfgrmal and informal business suppdiite. legal,
taxationmarketing and financial supporaynd mentorship and #ining initiativesRent subsidies are
particularly important for individual developers or new stagis that require the facilities but perhaps

do not have the required capital to do sénd of course, with the slow rollout of the National
Broadband Netwrk (NBN across the country, the ability to access high speed internet is critical,
especially for game studios who frequently require high upload and download speeds to update

software, work remotely and develop games with others around the world.
Example of CeWorking Spaces

We have already seethe creation ofshared ceworking spaces spéfically for games development

across certain Australian States and Territories, although the instances whergotteenmentis
FAYEFEYOALft& O2yiNROdziAYy3d (2 (KSasS adLIMTeR@Eadéd & f 26D h
in Melbourne, which receives financial assistance from Film Victoria. The Arcade has been described

as dXa not for profit co-working spacefor Austalia's digital gamescommunitybased in Melbourne

which houses a gamification workshop spaoceouraging projects fromon-entertainmentindustries
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to leveragegamesmethodologiestechnologiesandLJa & O K 2 152 Helw Sallababative workspace

in CanberraO I f f{G&nie Plaé  Kalsagirecently openedst although this is an initiative of the

Academy for Interactive EntertainmenAl@ in conjunction with industry partners. New workspaces

likedevelUg I NB | fa2 LIIYyySR T2N Perth®Sa &adzOK | a {&RySe.

Looking internationallythe developmentof innovationclustersis a strategythat hasbeenusedwith
successin many Scandinaviancountries, including Finland, which boasts seven regional games
clusters, many funded by support through the Europea Union.18 Hubs are currently in Turku,
Tampere,Oulu, Kajaani,JoensuuKotkaand Kouvola and there are also plans to set up clusters in
JywskyNand RovaniemiFurther examples of game developmentworking spaces includ® Tech
Valley Game Spa¢éroy, New Yorkfo Game Assembly (Manchest®&lew Hampshire)s! Philly Gare
Forge (Philadelphia, Pennsylvani&¥, Buffalo Game Space (Buffalo, New YdfR)|ndie Game
Collective (Cambridge, Massachusett&),Indies Workshop (Seattle, Washingto#p, Playhubs
(Landon, Egland)!%¢ GamePlaySpace (Montre@anada}®’ GameNest (San Francisco, Califorti#),
Glitch City (Los Angele&alifornig, 16 Brighton Game Collective (Brighton, EnglafiéBento Miso

(Toronto, Canadéaj'and Warp Zone Louisville (Louisville, Kentu&léy).
Evidence for the Benefits of ®dorking Spaces

IGEA supports thiederalgovernmentto work with state andterritory levelgovernments to allocate
funding towards the creation of eworking spaces in areas where there are ooperhaps a limited

number, of coworking spaces for games developmalfreadypresent. Financially and resource wise,

155|nvest Victoria| CT¢ Gameq2015)
<http://www.invest.vic.gov.au/opportunities/informationcandccommunicationctechnologycict/digitalcgarm@ecessed 10 August
2015).

156 Game Plus (2017 http://gameplus.com.au/#about.

157 Level Up http://levelup.thoughtworks.com?.

158 Tekes,The Game Industry of Finla(2D15) $ttps://www.tekes fi/globalassets/ohjelmaja-
palvelut uusin/skene/brochure/gamadustryfinland-brochure2015.pdf.pd# page 24.

159 See HackVTzame dev Specific Coworking Spaces
<https://www.reddit.com/r/gamedev/comments/4s3zf8/game dev_specific coworking spaees/
160Tech VHey Game Spacehttp://www.techvalleygamespace.corw.

161 Game Assemblyhttps://gameassembly.org#.

162Philly Game Forgenttp:/phillygameforge.comp

163Buffalo Game Spacehttps://buffalogamespace.com/misc/index

164|ndie Game Collectivehttp://www.indiegamecollective.org.

165 |ndies Workshop kttp://indiesworkshop.comp.

166 Playhubs kttp://playhubs.com/.

167 Game Play Spacéttp://gameplayspace.con¥.

168 GameNest kittp://thegamenest.comp.

169 Glitch City <ttp:/glitch.city/ >.

170 Brighton Game Collectiventp://brightongamecollective.con.

71 Bento Miso fttps://bentomiso.comp.

172\Warp Zone Louisvillendtp://lou isvilemakesgames.org/warpzorre/
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founding and maintaining these development hubs are not an insignificant endeavour. While industry
partnerships havénelped createsome ceworking spacesgovernmert funding and support is still
critically important to fill the void, especially when one considers the immense betlefitspaces

such as The Arcade have had for residing developeecdotal evidencen thebenefits of ceworking
spaces have beetrpllatedin the Senat&Gameon Report,!”3and IGEA would like to see these benefits
extended to developers in other Australisstiates and territories. For the convenience of the

Department some of these testimonials will tiecluded below;

f  The GDAAtated the followingabout¢ K S | NIbé facHity encourages interaction and
knowledge sharing, and the success of the initiative is evident in the large number of products
that have been released to the global market from resident businesses, and the amwfount
new intellectual properties conceived and developed in the space. At the time of writing, 26
companies comprising 90 individuals are established in The Arcade, and 32 games have
shipped from the facility in its twgears of operationAdditionally, ThéArcade has become a
centralised space for visiting companies, including Kickstarter, Facebook, Google and Apple,
as a means of reaching a large number of content creators in one location. These same
companies share strategies, ideas and extend support hih local sector, building
invaluable relationships. The Arcade also hosts regular skills development workshops with
invitations extended to games practitioners and creative outside of the games sector. Finally,
The Arcade enjoys strong relationships watkveral tertiary education providers, extending
the resources of the facility to students, and is regularly attended by representatives of
Creative Victoria, the Victorian governmentteative industrieDepartment.174

f Lauren Clinnick dfumi Consultingli I 6 SR G KS F2ff 2¢Ay 8inglindgledzi G(KS !
same building means that if somebody from another company has a marketing question, they
wak® 6y GKS KIff gl &dolngt Raveitdidl to-therh. StBeXproximity is
wonderfult the sense bcommunity. If someone is having a challenge, or even just a moment
of doubt, they can always talk to othpeople that are in The ArcadeThere are many stories

in The Arcade of someone walking past, being impressed, seeing what someone is doing at

173 Senate Game on Repd29 April 2016)
<http://www.aph.gov.au/Parliamentary Busine&ommittees/Senate/Environment and Communications/Video game_industry/
Report> pages 5%8.
174 GDAASubmission to Senate Environment and Communications References Coifii@ieptember 2015)
<http://www.aph.gov.au/DocumentStore.ashx?id=376939P£954d9a-8330-155483f2946e&subld=40269(age 16.
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the hot-desking space, and that is a way of #is&naging the employment for that person
andthen they end up getting a jo&.7>

 thdzZ {GFLIStoSNAH 2F 2SSttt tfl OSR /I Onhagaglped G+ § SR (K
us create one of our office hubs hareMelbourne which we work from constanfyw % ére
looking to move our desks around to accommodate the extra people we are bringkithen
Arcade has helped us gain new business kofige (2 G KS @I fiszgfeod2ohe Ponnznnrs
close topeople and se¢hem every day¢l’t

f Neil Rennisonof TinMangam@di | G SR G KS T2f t 2 d\etifade alpartbnézi G KS | NJ
artist on our team, and | know for a fact that he is working with three other groups of game
developers within The Arcade. He is buildingskifls, working on other projects and learning
tech and tricks that he is then bringing to my business. Conversely, the stufehenisg with

us isgoing to these other businesséy’

Additionaly, there isno reason thato-working spaceseedto be lacated inmajor citiesor restricted
solely to games developmenVith the increase of jobs and infrastructure in regional areas being a
big issue fogovernment appropriate regional areas can be provided with a potential economic boost,
attracting local enployment (particularlyyouth employment) andinnovation throughtechnology
based clusterswhich may also encourage the regional creation of film and television contéitti.
sufficientbroadbandnfrastructure, interactive games developmentocaccur anwhere and anytime.
IGEA is aware of orgames devaper based in Noosa, Queensland, wktocated from Brisbane to
set up their studioTheynoted that the main challenge to moving to a regabrentre was the need

for high-speed broadband infrastructure.

175 Lauren Clinnick, Lumi Consultiggnate Bvironment and Communications References Committee Ha(&ufeebruary 2016)
page 42.
176 paul Stapelberg, Well Placed Cacfenate Environment and Communications References Committee Hélrts&ebruary
2016) page 43.
177 Neil Rennison, Tin Man Gam&grate Environment and Communications References Committee HqASarebruary 2016)
page 43.
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D. Serious Games

LD9! &adzlJL2 NI & GKS NB O 2canSoyrépbriithartye gp2efmmeantfilitateSy I 1 S Q&

dialogue between video game industry associations and groups that use, or could potentially use,

GaSNR2dza 3IFYSaé¢d Ay GKS KSFHfGKX SRdzOF{GA2Y FYyR 20§KSN

and production of these games within Austral@eogames are developed not just for entertainment
LJdzN1J2 4 Sa& odzi | f a2 héealty, edeationKdsfaleEmekgynOyf pliaidihgy hifics,d
engineering, urban planning, manufacturing and service delivil/These projects have been

NEFSNNBR (2 I a sdniesSxddpkszisemisjshsjectsin/Mstralia include:

1 Neuroscience Resedrddustralia developing an exercise game to help people with multiple
sclerosis improve their balance and mental skilts

1 A Brisbane based developer, Revelian, developing an immersive psychometric assessment
game designed to improve the recruitment expermerfor jobseeker$80

9 Carolyn Mee developed a game callédund Scoutthat is designed to check for hearing
problems in children and young peop#&;

1 The Telethon Kids Institute and the University of Western Austdaieeloping a gam help
improve healthoutcomes for children with autisp#2and

f ¢KS bldA2ylf adzZaSdzy 27F ! dza i NI intdractivldsh@Stdre2 LIA y 3

0K

gamewhere children build atimé NJ @St f Ay3 NRo620G G2 5Ny | 02dzi !

The proliferation of virtual reality(VR), augmented reality and mixed reality technologies also

exemplify the high levels of innovation in the games induStrgnd Australian games developers have

178Professor Stuart Smith, y' Ij dzZA NB Ay 2 GKS Fdzi dz2NBS 2 7F | degasiSkgtetnber 20%5) 9A RS2 3 YS
<http://www.aph.gov.au/DocumentStore.ashx?id=eabbb8@Pd246e1-8d4f-2d2cae96295a&subld=40264page 4.

WL DYl X LYIldZANE Ayid2 GKS FdzidzNBE 27F ! dza érROIB)A I Qa4 GARS2 3I+YS RS@St 2LV

<http://www.aph.gov.au/DocumentStore.ashx?id=5b5dfeffid6-4556-957fe95785c6dc75&subld=40172Page 22.

180MCV PacificAustralian SeriasiGames to be showcased on global stdgeOctober 2016)
<http://www.mcvpacific.com/news/read/australiasseriousgamesto-be-showcaseebn-globalstage/0173633; Medianet,
Brisbanebased psychometric test provider to represent Australia in International Serious Games Clfal@amder 2016)
<https://www.medianet.com.au/releases/114338/

181 ABC, Sound Scouts: Australian team develops tablet app for child hearing tests (12 November 2015)
<http://www.abc.net.au/news/201511-11/soundscoutteam-developstablet-app-for-child-hearingtests/6930602.

182Dr, Gail Alvares, 'Serious games' for children with autism could provide new therapy options (18 August 2016)
<http://www.abc.net.au/news/health/201608-18/seriousgamescould-provide-new-therapiesfor-kidswith-autism/7700386.

18/ f | NB { A0 K2 N8z Swdrt vadi NB RdzOSa dvyald O0SU Ay GdSNI OGABS KAaldz2Ne
<http://www.canberratimescom.au/actnews/nationatmuseumintroduceskspaceinteractive-history-gamefor-kids20151209
alj3uu.htmb.

184See, for example, Deloitt®jrtual reality (VR): a billion dollar nict2016)
<https://www?2.deloitte.com/global/en/pages/technologynediaand-telecommunications/articles/tmipred16-mediavirtualk-
reality-billion-dollar-niche.htmb; Busiess Insider, The virtual and augmented reality market will reach $162 billion by 2020 (22
August 2016) kttp://www.businessinsider.com/virtuahnd-augmentedreality-marketswill-reach162-billion-by-2020-2016
8/2r=AU&IR=¥.
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helped to truly push the boundaries of these technologies and bring them to market. For example
I £ T KSA Y S NI toria! waeirig Mith fgdime dewelogers Opaque Multimegiia Australian start

up), developeda VR game designed to improve health outcomes for people living with dementia by
ONXB I & ®sehsbry therapeutic environment enabling peoplith dementia to experience and
interact with the sooth y 3 @A NIi dzI f ReBriothek AustralRuFcorhpar®, BBV jihasdlso
developed a VR app for Qantas that allow travellers to experi@66@ videosat locations including

Sydney Harboutiamilton Island and Uluri#é

Furthermore,video games are used in classroom settings for youth of all ages, engaging students in
seltpaced learning and allowing teachers the ability to respond individually and in real time so
aidzRSy iia R2y Qfien8ading dritaF math@rl Kcleyt&concepts. At the university level,
video game and digital technology programs are some of the fagresting degree programs on
campuses around the world. And video game technology has been key in the trainighlgskilled
professionals, as can be observed through the development of simulation technology in fields as

diverse as healthcare, the military and aerospace.

Video games are herently an engaging, intuitive, interactive and intellectualiynulatingmedium

that have the potential to help address a wide range of social, economic, cultural and health related

issuesThe abovementionedefforts into serious games, includitige manyexamples discussed in the

{ Sy I Gaf&aireport (i.e. games designed fwomote road safety, address issues such as bullying,

etc.)18” provide just a small glimpse of the positive outcomes that can be achieved and Australia, with
appropriate levels of government support and investment, could certainly becom@argpetitive,

global leader in the sectowWe already have developers making forays into this field, actively creating

gamesdo  ASR G(GSOKy2f23ASa 6A0GK NBFfT 2NIR | LILX AOFGAZ2Y:
there is still vast amount of untapped potentialahthe government could take advantage of.

Il OO2NRAy3Afesr ft2y3aARS GKS {SylriSQa 20GKSNJ NSO2YYS
government to support Australian developers in the production of serious games for hedlibation

and other purpses.

185Kye White, Aussie startup a Microsoft Imagine Cup winner (5 August 2015)
<http://www.startupsmart.com.au/advice/growth/innovation/aussistartup-a-microsoftimaginecupwinner/>.

186 Start VRQantas VR2016) <ttps://startvr.co/project/qantasvr/>.

187 Senate Game on Repd#9 April 2016)

<http://www.aph.gov.au/Parliamentary Biiness/Committees/Senate/Environment _and Communications/Video game_industry/

Report> pages 4.
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8. Conclusion

IGEA would like tthank the Departmentfor being able to participate in this inquiry into Australian

YR OKAf RNB Y Qe hapd® NS epaftmeénppriecsatesithe challenges that video games
development faces in Australia and adopts all the recommendations of the Séaate orand HoR

Innovation and CreativityReport. These recommendations, from implementing funding for games
developers, to introdaing tax offsets for games development, and to encouraging the creation of co
working spaces, arerucialil 2 KSf LJ ANR g | YR &adzaldl Ay ! dzadNIfAlQa

APPENDIX AAUSTRALIAN MARKET DATA

The Australian video and computer games indugeyerated $2.958 billion in revenue in 2016, a four
per cent increase on 2015 saldhe industry saw a total of $1.065 billion in traditional retail sales,

with an additional $1.893 billion in digital and mobile sales last year.
¢KS LD9! Qa résparch fiotn NRCRGhgSARStralia showed thain 2016188

1 Video ganes generated $1.065 billion ietail sales in 2016, a 16% decrease on 2015 sales

1 The primary area for growth in retail sales was in accessories for current generation consoles
PS4 and Xba®ne, which was up 25% on 2015

1 Games classified MA15+ sold the highest number of units in 2016, reflecting -4reaB8ld
average age of Australian game players

1 55% of games sold received an unrestricted classification (G, PG or M)
Further industry key Igihlights by independent research firm Telsyte evidené&éd:

1 Video games generated $1.893 billion in digital sales in 2016, a 19% increase on 2015

1 While mobile is still the largest part of the digital pie (up 14%), the biggest growth is coming
from downloadof full games and additional content (up 26%)

1 Downloadable content (DLC) is a popular way to extend the life of a game and experienced

31% growth on 2015 sales

188 Research based on NPD & Telsyte, cited at IG&Edng it up a level: Australian video game industry generates $2.958B in 2016
(28 February 2017)http://www.igea.net/2017/02/takingin-up-a-levelaustralianvideo-gameindustry-generates2-958b-in-

2016/>.

189 |pid.
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KeyFindings: Digital Australia 2018

DIGITAL AUSTRALIA REPORT Z018
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APPENDIX BSNAPSHOT OF THE AUSTRALIAN VIDEO GAME
DEVELOPMENT INDUSPRY

Australian Video Game Development
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190|GEA|nfographic: A snapshof the Australian Video Game Development IndugtyDecember 2016)
http://www.igea.net/2016/12/infographica-snapshotof-the-australianvideo-gamedevelopmentindustry/>.
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APPENDIX CSENATE ENVIRONMENT AND COMMUNICATIONS
REFERENCES COMMITTEE RECOMMENDATIONS

Recommendation 1

5.14 The committee recommends that the Australgovernmentintroduce a funding scheme based

on the former Australian Interactive Games Fund.
Recommendation 2

5.20 The committee recommends the introduction of a refundable tax offset for Australian
expenditure in the development of game titles. A review of theergpion of the offset should be

undertaken at least two years after the offset commences.
Recommendation 3

5.26 The committee recommends that the Australigavernmentencourage, and contribute financial
assistance for, the creation of shared workingmamodelled on The Arcade in other locations. This
support should be contingent on danding provided by a state government and further evidence that

the state government supports the growth of a video game development industry in its state.

5.27 The committee further recommends that the Australiagpvernmentconsider the viability of
establishing an innovation hub for video game development and other technology startups in a

regional centre.
Recommendation 4

5.29 To encourage the further uptake of 'serious games' in health care, education and other sectors,
and production of these games by the Australian video game development industry, the committee
recommends that the Australiagjovernment facilitate dialoge between video game industry

associations and groups that use, or could potentially use, serious games.

Recommendation 5

%1 Senate Game on Repd#9 April 2016)
<http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Environment_and Communications/Video game _industry/

Report>page vii.
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5.33 The committee recommends that the Australigovernmentconsider the tax implication of
crowd-sourced funding for startups, ihaing whether temporary tax relief should be available for

income that new businesses gain from cresamlrced funding.

Recommendation 6

5.39 The committee recommends that the Australgovernmentdevelop a discussion paper and
consult on the utility othe Export Market Development Grants scheme for businesses that operate in

the digital economy.

Recommendation 7

5.44 When considering and reviewing measures to support the industry, the committee recommends
that the Australiangovernmenttake into accant whether the industry is improving the diversity of

its workforce and is providing fair employment conditions.

Recommendation 8

5.48 The committee recommends that the Australgovernmentcommit to rolling out 21st century

broadband infrastructure.
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APPENDIB ¢ STORYTELLINGA SELECTION OF AUSTRAMARE VIDEO
GAMES

Paperbarkby Paper House

Paperbarks an upcoming Australiathemed video game created by Victorian studio, Paper Hétse.

The game is set in Australia and tells the short story of a typical Australian summer. Players follow the
adventures of a sleepy wombat, who explores the bush and solves problems. New locations can be
discovered as you play, with the adventure buildingtlses day gets hotter and hotter. The studio
RSaAONROGSAE GKFG AG FdaGSYLWia G2 LINBaSyd I aarAyOSNB N
AYALANBR 08 AO02yA0 KAAG2NAOIE FyR O2yUGSYLRNINE 1y
Paperl 2dzaS 3284 2y G2 SELIX LAY G(KFG aiKS 3IFHYS KLFa 0SSy
0KS 0dzaK yR OFy NBaz2yriS gAGK Fye2yS gK2 3ANBg dzLJ

Q)¢

192 paperbarkPaperbark Gamg017) sttp://www.paperbarkgame.comp.
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BioShock®3 by 2K Australia & 2K Boston

BioShockvas created by 2K Bton and 2K Australia, a Canberra based stiffionfortunately, 2K

Australia closed in 2015 due to the high costs of developing games in the cdBiotBhocks widely

regarded as one of the best video games of all time, particularly because of its paeabnarrative,

based on the objectivism philosophy of Ayn Rand in her batas Shrugged® Rapture is based in

the 1960s in an underwater city known as Rapture. Rapture was created by Andrew Ryan, who desired

a city that was hidden away from the rest thie world and the constraints of government. It was

YSEyG (G2 0SS | dzi2LIAL FT2NJ a20ASGeqQa StAGST FGGNI OGA
and engineers. Thanks to the freedom in rapture, scientific research flourished, leadirge to t
RAA020OSNE 2F 'y dzy RSNHNRdzyR &SI afdza 1y26y | a !5!a
DNA and provide them with supéedzY  y f A 1S LI2gSNBERI adzOK la akKz22iAy3
and the ability to telekinetically control objects. Howevar,coup began to be planned by Frank
C2AYOFAYySsS | o6dzaAySaavYly FyYyR FT2N¥YSN) 3Fy3aadSNE 6K2

classes.

1932K,BioShock2017) sttps://www.2k.com/games/bioshock.

94\Wikipedia,BioShock2017) sttps://en.wikipedia.org/wiki/BioShock.

195]GN,Top 100 Game®017) sttp://au.ign.com/lists/top-100-games>; TimeBest Video Games of aiime(23 August 2016)
<http://time.com/4458554/bestvideoc-gamesall-time/>; Metacritic,Best Video Games of all Tifz917)
<http://www.metacritic.com/browse/games/score/metascore/all/all/filtered.
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Together with Dr. Tenenbaum, Fontaine massduced ADAM by implanting the slugs into the
stomachs of orphaned dira {1 y26y | a afAGdtS arxadSNBéd C2y il AyS
Fontaine was killed in a battle, a new figure called Atlas continued the coup, leading attacks on the

little sisters to obtain as much ADAM as possible. Ryan countered thisdiingrenonsters known as

GoA3 R¢wwh&weSessdrgically grafted humans in large diving suits that were psychologically
YIEYyALdzZ FGSR G2 LINRGSOG GKS tAGGES arAadSNa® |S |2
controlled directly by him via thediiit NA 6 dziA 2y 2F LIKSNRBY2ySa GKNRdAzZAK (KS
bSé . SINRa 9@S Ay wmppy I lolthattack agaigfsRRyd0 whichlresiYed indzy R S NIi 2
GKS RSIFTGK 2F Ylye OAGATSya 27F wl LI nanpdtagonist, A a | F4 SN
arrives. You are on a plane that crashes into the middle of the ocean, where you manage to swim to a

lighthouse that allows you to enter Rapture. The dystopian city is now running rampant with splicers,

big daddies and security systemsitMhothing but a wrench to defend yourself, you must play your

way through rapture, discover the secrets of the city and survive long enough to eventually escape.

TY the Tasmanian Tig€f by Krome Studios

Queensland developer Krome Studios releasedhigaly-acclaimedTY the Tasmanian Tiger 2002,
which has sold millions of copies globafiyL & A a | OKAf RNByQa 3IFYS aSid Ay

1% Steam,TY the Tasmanian TigE&r3 December 2016&http://store.steampowered.com/app/411960/TY the Tasmanian Tiger/
97Wikipedia,TY the Tasmanian Tigg017) <$ttps://en.wikipedia.org/wiki/Ty the Tasmanian Tiger
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players taking control of Ty, a Tasmanian tiger. The game is entirely inspired by Australia, with the
sdiiAy3 AyTtdzSYyOSR o6& ! dzAdNrfAlYy fFyRAOILISasE ¢, Qa
022YSN}ry3az FtyR YIye 2F (KS 3FrYySQa OKINIYOGSNAR YR
animals and Aborigine culture. The main antagonist in theegadoss Cass, travels to the Australian

2dziol 01 G2 FOGAGIFGS GKS 5NBIFYGAYS a2 GKIG KS OFy N
GKSY (GNJLILISR Ay GKS a5NBIFIYGAYSeE dzaAy3a | YFIAOFE O
and is raisetby a group of bilbies. Ty grows up and accidentally falls into a cave, where he is confronted

by Nandu Gilli, a Bunyip elder, who tells Ty about his race and what happened to his family. Ty is

instructed to seek out the magical talismans to rescue hisljamy is assisted by a cockatoo (Maurie)

FYyR + Y2Ffl aOASYydAad owdzZ Adzav G2 FAYR GKS GFrftAavl
range from travelling to a billabong to discover a second boomerang that will help him in his

adventures andising his boomerangs to make his way through Pippy Beach. The story culminates with

Ty entering a rainforest to defeat Cass and use all the gathered talismans to bring his parents back.

Hacknet®8 by Team Fractal Alligator

RLOMINL

Hacknetis a game developed by Team Fractal Alligator, a studio from South Australia with a single

developer, Matt Trobbiani?® The game allows players to hack computers in a simulated environment.

198 Steam Hacknet(13 August 2015)http://store.steampowered.com/app/365450/Hacknet!
99\Wikipedia,Hacknet(2017) sttps://en.wikipedia.org/wiki/Hacknes.
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players it was sent because Bit was killed. Players are then asked to investigate the circumstances
FNRdzy R . AG0Qa RSIFGK® ¢KS 3IFYS &ddz33asSaida .AG RASR RdZX
hack computers as pag ¥ (G KS Ay @SaidAaariArazyed tflFre&SNAR FadadSyYLi o
NEGFEAFGSa o6& KIFIO1Ay3a GKS LXF@SNRa 26y aedadsSyz gKA
recovered, players are encountered with a choicthey can either take vengeanceaigst Naix or

resume the regular mission. The game culminates where players hack the computer systems of a
O2YLIl ye (y26y a a9y ¢SOKEéd ¢KS & andbolnaserto thedools ROl y O S
currently at the disposal of the playér. 2 K Sy aéhd theisgcarity measures, players discover

A0 gl a SYLX 28SR o0& (KS O2YLIye G2 ONBIFGS 'y 2LISNI
Ay 02YLMzi SN KIFI O1Ay3Id ¢KS O2YLIl yeQa LIty ¢l a G2 dzas

R

protection g/stem. Bit played a large role in the project, but began to question its morality. The project

26ySNI FalSR |y ly2yeyvy2dza LISNBER2Y (2 aRAaO02dz2NI 3S¢ . A
hit to assassinate Bit. This was a mistake and even the owedrttristop the assassination, but it was

too late. Players, upon discovering all this information, can then delete all copies of Hacknet forever.

Bit also wrote a command before dying that managed to bring down the server behind the project.

Hollow Knight®®by Team Cherry

200 Steam Hollow Knigh{25 February 2017)http://store.steampowered.com/app/367520/Hollow _Knigh#/
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