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Introduction

The motion picture industryNsymbolized by
HollywoodNremainsoneof themostidentiPedglobal
associationswith America, a phenomenorthat has
prevailedfor almosta centurynow” Ever sincethe
famed Americaninventor ThomasAlva Edisonand
his British assistant William Kennedy Laurie Dickson
prst developedthe Kinetophonographa device that
synchronized PIm projection with sound from a
phonographecordin 1891, AmericaéinRuencen the
developmentind advancemenof this industryto its
currentlevel hasbeenpreeminent. Further progress
in theseendeavorded to the 1894 screeningof the
brstcommerciallyexhibitedmovie aswe know them
todayin NewYork City and,in 1895,Edisonexhibited
hand-colorednoviesat the Cotton StatesExhibition
in Atlanta, Geogia. With noted contributionsfrom
several British, French and German inventors in
cameraand projectionsystemsthis nascentindustry
gatherednomentunduringthe next15 yearswith the
emegenceof bctionalstorieson bIm, the establish
mentof movieproductioncompaniestheconstruction

This Regional Resogewill use the terms “motion picture
industryO and OPIm industryO interchange#&bhddition,
for purposes of this papeelevision and commercial
productions fall under the category of the bIm and motion
picture industries.
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of permanenimovie theatersand the formation of a
number of ancillary activities related to the industry

By thelate1910sandearly1920smostAmerican
PIm productionhadmovedto Hollywood, California,
althoughsomemoviescontinuedobeproducedn New
Jerseyandin QueensNew York. Therelocationwas
theresultof the Los AngelesChamberof Commerce
proffering a rangeof incentivesto lure Pimmakergo
the WestCoastN Hollywood specibcallyNincluding
lowerlaborcosts relativelyinexpensiveandabundant
land for studio construction,a variety of landscapes
for every type of pIm, along with the guaranteeof
extendegberiodsof sunshineavital commoditybefore
thedawnof indoorstudiosandartibciallighting. Very
soon,therewerenearlytwo dozenHollywood studios
producinga prolibcnumberof bimsNasmanyas800
plmsperyearin the 1920sand 1930sNaremarkable
number (In contrastjn contemporaryimes,average
productionhoversat about500 bimsa year) Today
American bIms remain ubiquitous acrossthe globe
and are shown in more than 150 countries while
Americantelevision programsare broadcasin over
125internationalmarkets. Reinforcingits statusasa
major cultural export,the U.S. PIm industry provides
the majority of homeentertainmenproductsseenin
hundreds of millions of homes throughout the wérld.
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According to the latest 2007 economicimpact
reportreleaseddy the Motion PictureAssociationof
America(MPAA), thetradeassociatiorof the Amer-
icanbPImindustry theeconomidmpactof theindustry
remainssubstantialon a state-by-stateregionaland
national level. In fact, alongside facilitating the
creativeimpulsesof scoresof different players,the
motionpictureindustryrepresentaneconomiangine
that createsbillions of dollarsin positive economic
Rowsandhundredof thousand®f jobsin practically
every corner of America. Specibcally the motion
pictureandtelevisionproductionindustry®economic
impactcontributes$60.4billion in outputto the U.S.
economy;resultsin jobs for more than 1.3 million
Americans;generate$10billion in incomeandsales
taxesthattranslatesnto an estimateds200,000a day
pouring into the coffers of the local governmentsn
citiesandtownsacrosghe United Statesand,Pnally,
at a time when America®trade debcithassoaredto
unprecedentedeights, the motion picture industry
maintainsa positive (or surplus)balanceof tradewith
the rest of the world, estimated at $9.5 billfon.

Even on a state-by-statéasis, the resultsare
staggering. As an example,in Louisiana,bIm and
televisionproductionis expectedio contributemore
than $400 million to the state economyin 20074
According to a December2006 report submittedto
theLouisianaDepartmenbdf EconomicDevelopment,
employmentn Louisiana§bIimindustryhasgrown23
percenperyearsince2001,thehighestgrowthratein
the nation;the industry supported,437jobsin 2003
and,by 2005,an additional13,445jobswerecreated;
andwageshaveincreasednorethan31 percenteach
year Mostimpressivelythe estimatedotal outputof
the PIm industry in LouisianaNdirect, indirect and
induced outputsNhas soaredfrom $22.1 million in
2002,to $390.5million in 2003,to $721.1million in
2004,to anastoundingbl billion in 2005. In addition,
another noteworthy achievementis that currently
Louisianaranksthird in the numberof PImsproduced
in the country (behind California and New York), a
rankingachievedasa resultof the incentivepackage
nowin place® Theindustryhasboomedsincethestate
passedax creditsin 2002 andhasemegedso much
strongerandmorevibrantdespiteHurricaneKatrina®
devastating impact iAugust 2005.

In anothelSLC state North Carolina,themotion
picture andtelevisionindustries@npactscontinueto
be impressivetoo® Accordingto the North Carolina
Film Ofbce establisheth 1980to capitalizeon Holly-
wood®needfor lower productioncostsandaudience
demandfor location authenticity in a 25-yearspan
(1980to 2005) the cumulativeimpact of more than
800 motion pictures,14 networkand cabletelevision
series and countless commercials amounted to more

©

than$7 billion in revenuedgor local economiescross
the state. Thisincludedseveralyearswhenestimated
revenuesfrom all productiontypes exceeded$400
million, including$504.3million in 1993 $440million
in 1996and$426million in 1990. MostrecentlyNorth
Carolina®productionincentivesdrove spendingon
featurestelevisionprograms,commercialsand other
productionsto $300 million in 2005. The 2006 hit
movie, TalladegaNights: The Legend of RicBobby
that took in $47 million during its openingweekend
was bImedin Charlotteand Rockingham while two
populartelevisionseries OneTreeHill and Dawson®
Creek,arebImedin thestateaswell. OneTreeHill is
PImedin andaroundwilmington andat ScreenrGems
Studio(locatedn Wilmington), while Dawson€Creek
is PImedin Durham,ChapeHill, Southporandwilm-
ington and at Screen Gems Studio.

While the tremendous economic impacts and the
gusherof positivepublicity generatedby the presence
of famous movie personalitiesPIming within their
bordersemainstrongincentivego activelyseekbIm-
makersBusinesst isimportanto notethatonly within
thelastbveyearsor sohavesomanystatelegislatures
aggressivelypursuedthis strategywith legislation.
Specibcallyin recentyears,a majority of the states
haveworkedassiduouslyo securghebusinessf bIm-
makersby enactinglegislationoffering a rangeof tax
incentivesandotherbenepts.In fact, statelegislators
quickly realizedtheuntappedgotentialof thisindustry
andthatthereweresignibcanteconomichenebtghat
could be realizedby attractingmoviemakingto their
states.

Asnotedby LouisianaStateRepresentativSteve
Scalisetheauthorof Louisianalegislativeinitiatives
to attractthe movie industry O[I] don®know much
aboutthe bIm industryoutsideof goingto the movies
but what| do understands thattax policy candrive
economialevelopmentSimilarly, MississippiState
SenatorAlan Nunnelee,anotherlegislator favoring
incentivegothemovieindustry indicated O[A]nytime
you canusethetax codeto bring jobsandrecognition
to Mississippiis agoodthing.® Also, formerAlabama
StateSenatoBradleyByrne,anavid proponenbf bIm
industryincentivesin his stateduring his time in the
Alabamal egislaturestatedO[W]elove the attention.
We love beingin the movies. By the way, | look at
it asanotherindustryjust like any otherindustry It
can bring jobs andincomesto people.ORepresenta
tive Julia Howard, North Carolina, the 2006-2007
SLC Chair Elect, commentingon the motion picture
industryin herstatenotedthatO[N]orthCarolinamust
remain competitive with other statesin attracting
economicdevelopmentventures. The bPlm industry
is one sucheconomicopportunityandthe incentives
provided by North Carolina remain an important



componentof our economicgrowth.OThenformer
OklahomeStateRepresentativBougMiller, authorof
therebatefundingbill in his statefor thePImindustry
notedthat O[l]tis obviousthat we havebeenmissing
out on a greatpartnershipopportunitywith the bIm
industry Thisyear we haveestablisheshew policies
and a new attitude that Oklahoma is wide open to the
PIm industry(°

Themajorobjectiveof this RegionalResouceis
to provideabroadsketchof howthe 16 SLC statesare
working proactivelytowardluring the motion picture
andtelevisionindustriesto work within their borders.
In addition, this RegionalResouce setsthe stagefor
why the bIm industrylandscapen the United States
recentlyhasbecomererycompetitivewith statesrying

aggressivelyor thebusines®f Pimmakerdy offering
both new and revisedbnancialand other incentives.
In orderto accomplishthesetwin tasks,the reportis
divided into four parts. Part1 setsthe backdropand
rationalefor therecentsuigein interesiatthestatdevel
to court PImmakers. Part2 providesa breakdownof
thegeneralareasn which stateanay offer incentives,
both Pnancialand non-Pnancialto PIimmakers. Part
3 demonstratethe nationaland SLC stateeconomic
impacts of the motion picture industry and how these
positiveeconomiddowsenhancehe growth potential
at the local level. Finally, Part4 carriesout the 16
SLC state-by-statbreakdownNahallmarkof all SLC
publicationsNofthemotionpictureindustry including
detailson the major incentivesprovidedby the state
and other relevant information in the last few years.
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Part 1
Why the Surge? Rationale for Recent SLC
State Efforts to Attract Filmmakers

In the brstfew yearsof this decadein the midst
of anationalrecessiormandeconomicslowdown states
confrontedtheir worstbscalcrisisin decadesDuring
this time period, alongsidethe steepdrop in revenue
inRows, state Pscal systemswereNand continueto
beNin the midstof a major structuraltransformation
typibedby the shift awayfrom aneconomybasedon
the manufacturingsectorto one basedon the service
sector A critical by-productof this radicalstructural
shift to aneconomybasedn the servicesectoris that
stateswill beunableto rely largely on their manufae
turing sectordo drive economicactivity andgenerate
muchneededaxrevenues.Thisis becausatatesales
taxesthemajorsourceof revenudor practicallyevery
stateJargely arebuilt ontaxingmanufactureitemsas
opposedo taxing services. Hence,the movemento
aneconomylargelydrivenby theservicesectoresults
in statesfacing the unenviablefuture of dwindling
revenuesrom salegaxesdueto their currentsalesax
structurenot capturinga predominantshareof these
services.

The U.S. Departmenbf Commercereportsthat
currently the private non-goodproducingindustries
accounfor approximately’Opercenpftotaleconomic
activity in the United States! These non-good

()

producingindustriesinclude the retail and wholesale
trade sectorsand the serviceindustries. The service
industriesaloneaccountfor 55 percentof economic
activity in theUnited Statesaremarkabldransforma
tion from prior decades.Anothercomparisorfurther
highlightsthistrend.In 1960,42percenpf U.S.wages
andsalariesvereearnedn thegoods-producingector
(manufacturingmining, constructiorandagriculture);
by 2004,the shareattributedto goodsandproduction
had shrunk to 22 percefit.

Given these striking new developmentsstate
policymakerswvereforcedto deviseinnovativestrate
giesto enhancehe economiccapacityof their states,
a situationmadeevenmore urgentwith the ongoing
bscal downturn, and pursuing the motion picture
industry quickly emeged as one of thosestrategies.
The motion picture industry remains one of the most
importantcomponent®f the servicessectorwith the
vastpotentialto generatevarietyof high-wagehigh-
techjobs. Consequentlystatedike LouisianaandNew
Mexico, in the earlyyearsof this decadeenactedrery
specibdegislativepoliciesto attractandretainthe bIm
industry A major factor likely driving the suige by
statepolicymakerdo takeadvantagef the economic
potentialof the PImindustryin thelastbveyearswas



thecompellingneedo adjustto thechangingeconomy
given the lager role played by the service sector

Alongsideadaptingto the changingstructureof
the economytherearea numberof additionalfactors
which havebeenvery instrumentaln therecentmove
atthe statelevel to establisincentivesfor the motion
pictureindustry Thefollowing sectionglescribesome
of these factors.

California,specibcallyHollywood, hasremained
the fulcrum of the U.S. motion pictureindustrysince
aroundthe 1920s. The state€key competitiveadvan
tagerevolvesaroundits critical massof talentedpIm
productionworkers experiencedn every dimension
of thebusinessalongsidehesubstantiaindustrybase
andimpressivenfrastructure. However the state by
its own admission and the analysis of independent
observers,remainsa high-costlocation for practk
cally every categoryof businessjncluding the bIm
industry®® Giventhatcostconsiderationsftenarethe
mostdominantvariablein the calculationsof movie
producersthe opportunityto lower overall costsby
PIming at overseaslocations, for instance,swiftly
loomedargeasaneffectivestrategyaboutwo decades
ago.Anotherfactorthatallowedproducergo entertain
this optionwas thefact thattechnologicahdvancesn
PIm productionallowedpblmsto be shotoutsideof the
major production centers in California.

In an effort to take advantageof this premium
placedby the studio houseson lowering production
costs,beginningin the 1980s,a numberof foreign
countriesbeganaggressivelypursuingAmericanblm-
makersby offering a rangeof economicincentivesto
attractbimproduction Canadaankedrseryhighamong
theforeignnationsthatpursuedheseJ.S.productions
andwassuccessfuh recruitingaplethoraof moviesto
beblmedin theCanadiamrovinces.Similarly, Britain,
Mexico, Australia,CzechRepublicand otherEastern
Europeariocales ltaly, GermanyNew Zealandanda
numberof other EuropearandLatin Americanloca
tionssoonrankechighasalternatd>iminglocationgfor
hundredsf U.S. moviesandtelevisionshows. Very
soon,by thelate 1980sandthroughoutthe 1990s,the
blend of Pnancialincentivesofferedby theseforeign
countriesandastrongU.S.dollarmadeblmingin these
foreign locations a sound bscal decision.

In Canadaalongsidehe numeroudrnancialand
taxincentivesofferedby the Canadiarcentralgovern
ment,theindividual provincialgovernmentgrovided
incentives. Canadawasa particularlyattractiveloca
tion notonly becaus®f theeasyaccesandAmerican
familiarity, butbecausenovie producersjuickly reat
izedthatTorontocouldbemadeto look like NewYork
City andVancouvercouldpassfor SanFranciscowith

relative ease? Consequentlysome57 moviesthat
were Oset@ Chicagosince 1985 were actually shot
in Canadajncluding the 2002 Oscarwinning movie
Chicagothatwaspblmedin Toronto® Eventhe Mary-

Kate and Ashley Olsenmovie New York Minute was

PImedin Toronto! Similarly, anotherrecentmovie
thatgarnerechumerougOscamominationsandseveral
OscarsCold Mountain the Civil War moviethatwas
supposedo be setin Virginia and North Carolina,
wasactuallybImedin Rumania. Then,asrecentlyas
lastyear the movie-musicaHairspray by Baltimore,
Maryland,nativeJohnWaters setin early1960sBalti-

more was bPImed entirely iforonto, Canad#.

However an interestingtwist of eventsturned
thingsaroundfor the movie industrybeginningin the
earlyyearsfthisdecade Specibcallyin thelastseven
yearsor so,the steadydepreciatiorof the U.S. dollar
hasprovento beanunexpectedboostto domestidcIm
industries.Duringthe1980sand1990swhentheU.S.
dollar appreciated vis-"-vis themajorworld currencies,
it madea greatdeal of economicsensgor American
PIm producerdo takeadvantag®f the powerful U.S.
dollarandbImmoviesoverseasln otherwords,during
this periodwhenthe U.S. dollar wasin ascendancin
comparisonto the major world currenciesone U.S.
dollar would purchasea greateramountof foreign
currency However the steadyerosionin the value
of the U.S. dollar madebIming overseasncreasingly
expensivea developmenthat madeAmericanmovie
producers seriously consider locations at home in an
effort to curtail their costs.

Alert state lawmakers deftly stepped into this
fortuitous set of circumstancesand quickly devised
a rangeof incentivesto further reinforce the likeli-
hoodthatthesemovieswould be madein the United
States. As a direct result of this legislative action,
Louisianasoonsawahugesuigein interesfrom movie
producershatenabledhestateto garnethhugeamounts
of Pnancialactivity. New Mexico, led by Governor
Bill Richardsonywasanotherstatethatsawthe movie
industryasa potentialrevenuegeneratoand worked
aggressivelyo marketitself asa viable alternativeto
PIm producers As aresult,since2004,movieproduc
tionin thestatdeaptnearlytenfold,adevelopmenthat
produceda bnancialeffect of $428million in the last
bscalyear’” In starkcontrastjust a decadeago,the
stateof NewMexico@bImproductioncapabilitiesvas
extremely limited.

Table 1 presentdatafrom the FederalReserve
Bankof New York comparinghow manyU.S. dollars

were needed to purchase one Euro on or around April
10 for the years 2000 through 2007.

O
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table 1

Depreciating Dollar vis-"-vis the Euro 2000 to 2007

Value of the U.S. Dollar

April 10, 2007 1.3436
April 10,2006 1.2091
April 11,2005 1.2972
April 9,2004 1.2102
April 10, 2003 1.0803
April 10,2002 0.8794
April 10,2001 0.8884
April 11,2000 0.9591

Source: Federal Reserve Bank of Néavk, Foreign
Exchange Rates Historical Sear

As demonstrateth Tablel, thesteadyattrition of
theU.S.dollarin thelastsevernyearsor sohasresulted
in anincreasingnumberof U.S. dollarsnecessaryo
purchaseEuros,theprincipal currencyunitin Europe.
Forinstancein April 2001,89U.S.centavassufbcient
topurchasasingleEuro;byApril 2007,134U.S.cents
(or $1.34)wererequiredto purchasesingleEuro. To
extrapolatehis analysigo themovieindustry amovie
that might havebeenbudgetedo cost$20 million in
April 2001to bPImin Italy wouldnowcostanadditional
50 percenfor morethan$30million) asaresultof the
dollar@depreciationevenwithoutfactoringin arange
of other variablesthat might resultin costinf3ation.
Consequentlythe attractivenessf PImingthis movie
atalocationwithin theUnited Statedhbecamenbnitely
more appealingto cost-consciousnovie producersa

development quickly seized by state policymakers.

While the structurashift in the U.S. econonip
onedriven by the servicesector of which the movie
industry is an importantcomponent,and the depre
ciating U.S. dollar provedto be useful catalystsfor
actionby statepolicymakersn encouraginghemotion
pictureindustryin their statesa numberof additional
factorsremainimportant. The following represents
someof theseadditionalpotentialbenepbtglriving the
recensuilgeatthestatdegislativelevelto attractmovie
production:

E Filming amajormoviein a stategenerates great
deal of positive mediaattentionand publicity for
thestate. Forinstancejn thelastfew years there
hasbeena greatdeal of interestand mediabuzz
acrossthe country surroundingpoker including
TexasHoldOemgndothercard-basedames.In re-
sponseo this trend,Hollywood productionteams
currently are scoutinglocationsfor a bIm about
Phil Hellmuth,the 10-timeworld pokerchampion,

O

E

who is a native of Madison, Wisconsin. Conse
guently Wisconsinofbcialsareworking to ensure
that PIming of the state®best-knowngamble®
life story takesplaceright whereit happenedin
Wisconsint® Wisconsinofpcialsmaintainthatthe
positive publicity from a movie basedon one of
their nativesonswould be tremendoudor a num-
berof yearsanddrawparallelsto thecontinuingin-
terestin Dyersville,lowa, (whereField of Dreams
was blmed) and Wabasha, Minnesota (where
GrumpyOld MenwaspPIlmed)*® This viewpointis
conbrmedy Marylandofbcialswho maintainthat
O[F]ilmmakings alsoa matterof pride. You see
your state®beautyon the big screenand people
wantto comeanduvisit. It hasthatlastingeffecton
tourism.® The movie Elizabethtown(produced
by CamerorCrowe)waspblmedin Versailles| ou-
isville andElizabethtownKentucky;the mayorof
Elizabethtownnotedduring the movie®premiere
O[Y]oucannotbuy this kind of publicityOregard
ing theappeabf showing thestate®naturabssets
on movie screens around the wofld.

An importantcorollary to the positive feature of
generatingmedia attentioninvolves the tourism
factor There are numerousexamplesof movie
locationswhich havequickly becomemajor tour-
ist attractiondong after the PIming of the movie.
Film tourismhas beemround for decadeand one
of the longest-runningcontemporarymovie tours
in the world is in Austria, the 1965 settingof the
movie TheSoundfMusic. Expertswhotrackblm
tourismnotethatthe adventof DVDsNand all the
accompanyindeaturesNhaveelevatecthis genre
of tourismto a whole new level? For instance,
viewerscanrepeatedlywatchscenesn theirfavor
ite moviesfacilitating a senseof Oownershiper
the bPIm; in this light, visiting the location where
the PIm was shot further enhanceghis senseof
familiarity, theseexpertscontend. Currently tour-
ism ofbcials, both public and private, are much
more savvy aboutdestinationmarketing,and re-
searchshowsthat the numberof visitors risesan
averageof 54 percenbverfour yearswhenaloca
tion is featuredin a successfublm. Forinstance,
touristsstill travelto andeatpizzaat MysticPizza
becausef the 1988bIm by thatnamethatstarred
Julia Robertsin Mystic, Connecticut® In Geor
gia, touristsregularly travel to The Whistle Stop
Cafein Juliette(in MonroeCounty some50 miles
southof Atlanta), sceneof the movie Fried Green
Tomatoesmorethan15 yearsafterthe moviewas
released? In North Carolina,the train wreck set
from thesceneof the 1993bIm TheFugitive (star
ring HarrisonFord)is still a populartouristattrac
tion in Dillsboro (in Jackson Countsp.



Perhapghe most well-known exampleof a suc
cessfulrecentbIm convertingits PIming location
to ahugetouristdestinatioris the movie Sideways
and SantaBarbaraCounty California. Tourism
ofbcialsin SantaBarbaraworkedwith the PIm®
studioand usedart from the movie to produceits
Sidewaysn SantaBarbaratourismcampaign.Of-
bcialsproduced self-guidedour of areawineries
and, consequentlythe areawineries saw a 300
percentincreasdn trafbc. The Hitching Postres
taurantin Buellton, California, featuredso promk
nentlyin themovie,reporteda 42 percenincrease
in businessNwithsalesof theHighliner PinotNoir
(themovie®favoredwine) jumping400percentN
from themovie® releasén fall 2004 through June
2005.

Increasingly state economic developmentofb-
cials arerealizingthat by treatingmovie produe
tion companiessa growth industryakin to other
economicdevelopmentprojectslike biotechnol
ogy parksand manufacturingplants, statesstand
to generatesubstantiakconomicprobts. For in-
stance,in orderto producea big movie like the
Oscarwinning Ray, thereis a huge demandfor
dozensof electricianscarpentersmake-upartists
andotherbelow-the-liné workers who potentially
make as much as $350 a day? Similarly, state
policymakergyuickly realizedthattherewereOfew
other industriesthat create$20-an-hourjobs for
peoplewithoutcollegedegrees D In fact,analysts
note that ownersof Olumbewards,antiqueshops
andmanyotherbusinessegke sellingto produe
tion crews, who buy in bulk and pay on tinfé.0

Theeconomidmpactgeneratedrom the presence
of a movie productioncrew remainsimpressive.
Subsequentsectionsof this Regional Resouce
highlightevenmoreof theseeconomidmpactbg
ures and demonstrate that the direct and indirect
economicl3owsremaina signibcantdriving force
in therecenteffort to recruittheindustry Finally,

A PIm production includes above-the-line and below-the-
line expensesAbove-the line expenses involves paying
for the creative talent involved in a PIm (directamoducer
writer, and actors) while below-the-line talent involves the
expenses for all other crewmembers, including technical,
professional and skilled tradespersombe key people

on most productions are a director of photograpbynd
mixer, gafer, key grip, production designeroperty

master wardrobe mastekey makeup artist, special

effects expert, stunt coordinatéocation manageand

still photographerAll these individuals have a series of
expenses related to the equipment, props and items they
need to carry out their craft.

for aprojectthathasthe potentialto generatéaun
dredsof millions of dollars,adverseenvironmental
impactsremainnegligibletoo. The latter dimen
sion remainsimportantto ofpcialsat the Geogia
Departmenof EconomicDevelopmentwhonoted
in 2004 thatOtwanon-pollutingindustriesNenter
tainmentandtourismNlook pretty attractiveGnd
that Orecruitmenin those areas[such as luring
more PImmakers] will be a priori°
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Part 2
Financial and Non-Financial Incentives
Provided to Filmmakers by States

Sincethe 1980sor so, the allure of low or no
taxes,cheaplabor, favorablebureaucraticonditions,
beautifulsceneryNallgirdedby astrongU.S.dollarN
prompted numerousAmerican bPImmakersto travel
overseado bIm movies. However the depreciating
U.S. dollar and structuralshifts in the U.S. economy
precipitated a re-evaluationof this strategy with
producerdocusingon locationsin the United States.
Alongsidetheincentivesenactedyy statelegislatures
acrossthe country the federal governmentenacted
legislationin 2004 to promote PImmakingdomesti
cally. Specibcallythe federalgovernmentpasseda
tax cut allowablein theyearin which the expenditure
was made, providedthat the productionbudgetwas
betweer$1million and$15million (with a$20million
capfor PImingin economicallydepressedreas)with
theadditionalrequirementhat75 percenof thelabor
activity takes place in the United Staies.

Therecentemegenceof Pnanciabndnon-bnan
cialincentivedo attractbimmakerdo aparticularstate
remainsa striking developmenbf the contemporary
economic developmentbeld. Renowneddirector
Taylor Hackford notedthat a $3.7 million tax credit
providedby the stateof Louisianawas the principal
factor behindhis decisionto bIm the Oscarwinning
movie Ray in Louisiana. Hackford®commentO[l]
wouldn®havebeenableto makethatblmwithoutthat
kind of assistancefielpsexplainwhy statesacrosghe
countryareseizingthe opportunityto line up a steady
rosterof bPIms. The traditionalmovie-makingstates,
like CaliforniaandNew York, haveconsequentl{peen
pressuredo actexpeditioushyby offeringtheirownset
of incentivesn respons¢o thoseofferedby stateghat
arerelatively newto actively encouraginghe motion

picture industry

As noted,a majority of statesNmorethanthree
dozenNoffer somesort of incentive packagego the
motion picture industry certainly intensifying the
already competitive economic developmentland
scape.At theoutsett shouldbenotedthatthesestate
incentive packagescould take the form of rebates
or tax creditsfor qualifying expenditures. (Specip
cally, a rebateis moneyprovidedby the state,while
a tax creditis a reductionin the bimmake® overall
tax liability.) In termsof tax credits,statesalsooffer
eitherrefundabldax creditsor transferabléax credits.
It is importantto stressthe distinctionbetweenthese
two typesof tax creditsbecausdlmmakersaremuch
more interestedin the refundabletax credits. For
instance whena movie productioncarriesa negative
tax liability, a refundabletax creditNin the form of a
check from the state—helps the production company
lower the extent of this negativetax liability. In
contrast,if the stateissuesthe productioncompany
a transferablecredit, the productioncompanyhasto
turn aroundand sell this tax credit to either another
companyor awealthyindividual if it wantsto recoup
a portion of its investmentin the movie. However
selling the tax credit often involves discountingit,
paying accountantsand lawyersto executethe sale
and dallying in numerousadministrative obstacles,
all factorsthatdelaythe productioncompany€access
to thesecredits. Hence,they consistentlypreferthe
optionof securingefundabldaxcreditsfrom statesIn
thisregard SouthCarolina€B0 percenrefundableax
creditis considereaneof the mostaggressivamong
the stateswith movie companiesable to receivea
refundcheckfor their negativdiability within 30days
of ending production.



In decipheringstate economicincentive pack
agesin this realm,expertsestablishsix generalareas
in which a state may provide incentivés.

E Sales and Use Taxes: Money spentwithin a stateon
goodsand servicesby PImmakersare subjectto
stateandlocal salegaxes. As partof theincentive
packageprovidedby a state,thesetaxesmay be
waived. Generally this is accomplishedy pro-
viding the production companya state-certibed
couponthatwaivessalegax atthe point of sale,or
the statemayrefundthe salestax after Pimmakers
submitexpenseaeportsbreakingdown the qualk
bped expenditures.

» Hotel Taxes: Another Pnancialincentive offered by
statego PImmakersnvolveswaiving the hoteltax
for qualifying stays. Giventhatall out-of-statda-
borbor evenout-of-aredaborbrequiresovernight
staysin areahotels,this benebtactsas a further
incentiveto PIimmakersontemplatindoringingin
out-of-arealabor  While a qualifying stay gener
ally involvesatleast30daysof consecutivanights,
the tax credibr rebatds appliedeitherto the total
stay or to all nights pastthe requiredminimum.
This incentiveis particularly attractiveto feature
PImmakerswvorking in a locationfor an extended
period of time.

» Labor Taxes: Statesprovide incentivesfor PImmak
ersto hire local, ratherthanout-of-state Jabor by
subsidizingthe costof in-statelabor This incen
tive generallytakesthe form of a tax creditfor a
portion of the in-state labor costs.

» Investment Credits: This categorycontainssome of
themostgenerousncentivesofferedby statesand
enabledpimmakerdo recoupsomeof the costsof
investing in the bIngdnfrastructure.

» Flat Rebate or Credit: Another incentivetype offered
by statednvolvesseverabf the categorieslready
described.ForinstancestategnightprovideaRat
rebateor credit,asapercentagef all spendinghat
occursin a stateasa resultof themovieincluding
labor, hotels,retail, investmentandotherqualify-
ing expenditures.

» Fee-Free Filming: Many statesprovide state parks,
municipal and state buildings, and other public
property availableto bPImmakersfree-of-chage.
In certainsettings the statemight alsoarrangefor
public employeeslike police,to be availablefree
of any changes.

While thesebnanciaincentivesemainpowerful
toolsto attracttlmmakerso astate thereareanumber

of other non-Pnanciaincentivesthat remain promk

nentin the calculationsof PImmakersand production
companiesForinstanceanumberof SLC statehave
made an investmentto facilitate a thriving profes

sionaltraining environmentn theindustry andthese
non-bPnanciaincentivesemainastrongcontributorto

a RBourishingbIm industry The following examples
from asamplingof SLC stateshelpillustratehowtheir

PIm productioncapacitieshavebeenenhancedNasa

result of the following non-bnancialincentivesNin

recent years.

Florida: Expertsoften cite the presencef a top-notch
PIm schoolasa critical ingredientin the pathtowarda
statestakingaclaimasamajorblmdestination.In this
regard,Florida StateUniversity® College of Motion
Picture,Television and Recordingrts in Tallahassee,
hasgaineda Pnereputationnationally and currently
ranksasoneof thetop PImschoolsn thenation®? Not
onlyistheprogramatFloridaStatetheonly bimschool
in the United Stateswith undegraduateandgraduate
productionprogramsthat pay for the productionof
studentbIms, PIm school studentshave won more
StudentOscarsand Collegiate Television Academy
Awards combinedin one year than any other bIm
school. Full-time faculty memberswho are profes
sionalbImmakersNnotadjunctsor graduateteaching
assistantsNteacstudentsin a conservatorysetting
with a 6-1 student-to-facultyatio. Anotherimportant
featureof the programis that studentsare assigned
industry mentorsupon graduationwhich allows for
nearly all of them to secure work in the industry within
the year

Georgia: Geogiais a statethathasworkedproactively
to attract more attention from Hollywood. While

expertgoutthestate€bnanciaincentivesgstablished
under the 2005 Geogia Entertainmentinvestment
Act, othersquickly notethat Othedepthandtalent of

the state§crew base@emainsa strongincentiveto

plmmakers? Geogia®bIm andvideo infrastructure
includesmorethan800 productionservicecompanies
and20soundstagesanimpressivecollectionof facili-

tiesby anystandard.As aresult,producersaneasily
locatecompaniesandindividualsthatareexperienced
and skilled in every stageof preproductionproduc

tion supportand post-productioractivities including

casting, location managementsound, lighting, bPIm

editing, wardrobe stylists, caterersand equipment
suppliers.

Anotherstrongnon-bnanciahcentiveis Geogia
StateUniversity (GSU), the homeof the largestbim
productionprogramin the Southeastvith morethan
600 undegraduatestudents. The Digital and Enter
tainmentLab at GSU is renownedn the industryfor
its work andrecentlyjoinedforceswith severarelated

O
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organizationsto launch C-47, an effort to showcase
the educationalresourcesand social network avail
able at GSU to fosterand supportblmmakersn the
state. Industryexpertsacknowledgehat creatingand
nurturinga thriving indigenousindustryis of tremen
dousimportance,particularly in the effort to attract
more PIm producers to the state.

A striking example of the state® capabilities
in PIm and television productioninvolves the work
of Riverwood Studiosin Senoia,Geogia (Coweta
County), a location some 40 miles southwestof
Atlanta. Establishechearlytwo decadesgo,county
andbusines®fbcialsarefocusingrenewednterestin
positioning Senoiaas the prime locationin Geogia
for bPIm andtelevisionproductions. Specibcallythey
aretouting plansto re-createthe 19" century town of
Senoiawith newcommerciabuildingsandresidences
in historic styles so as to attract additional Hollywood
productionsinterestedpIming in that era. About 15
movies alreadyhave beenshotin Senoia,including
Fried GreenTomatoesandthecountyhasseeraspate
of televisionmoviesandpilots in recentyears. Local
ofbcialsnotethat Oonaveragean episodictelevision
serieswill spendbetweers20million and$40million
ona productionseason,@solid injection of cashinto
CowetaCounty Countyofbcialsalsoareaggressively
pushingfor staterecognitionasa Centerfor Innova
tion anddesignatiorasthe nucleusfor media-related
activity in thestate. (PresentlyGeogia hasidentiped
six Centerdor Innovationin thepeldsof Life Sciences,
Agriculture, Aerospace, Information Technology
Maritime Logistics and Manufacturing Excellenég.)

Louisiana: In Louisianaasin severabtherstatesthere
is a concertedeffort to attract more than just bIm-
making, i.e., secureothervaluedaddedpbeldsin the
pre-productionproductionandpost-productiorstages
of themakingof amovie. Undoubtedlythis entailsa
workforce that is well-trained and competent to take on
theincreasinglysophisticatedechnologicabspect®f
themodernmoviemakingbusiness.Expertsmaintain
thatin the early stagesf a state€involvementin the
industry the statework force in this arenalikely will
be dominatedby below-the-lineworkerswho carry
out the nitty-gritty aspectsof bPImmaking; however
asthe stateof the industryin Louisianamaturesthe
competencdevel of the workerswill beincreasingly
in Oabove-the-liné@Ids,peldsthatinvolve a higher
degree of technical competeri€e.

Two recentexamplesfrom Louisianaillustrate
thistrendaptly. Theprst centersnanold warehouse
that was used to store furniture in an industrial park
on the westernside of New Orleanshasbeenrapidly
transformednto a high-techmovie studiowith state-
of-the-artediting and screeningsuites®® The Nims

CenterStudiosis a division of the University of New
Orleans Foundation and is operated in cooperation with
the University of New Orleans the LouisianaGover
nor®@ Ofbceof Film & TelevisionDevelopmentNew
OrleansOfbceof Film & Video andJefersonParish
Presideng®fpce.TheCentercurrentlyhostswolarge
studios productionofbcesandsupportfacilities, high-
debnitionproductionsuitesandarosterof experienced
workers. In fact, the burgeoningactivity atthe Center
resultedin the creationof PanavisionNew Orleans,
a full-service Panavisionofbce for camera,digital
camera,grip and lighting, expendablesand Super
Technocranerentals Jocateddirectly acrosghe street
from the Center Therising recognitionof the Center
is quickly apparentafter scanningthe list of recent
movies that have been OworkedonOQin the facility:
DZj" vu (starring Denzel Washingtonand directed
by Tony Scott); Failure to Launch(starringMatthew
McConaugheyandSarahJessicdarker);Glory Road
(aWalt DisneyPicturesandJerryBruckheimerilms
production); Last Holiday (starring QueenLatifah);
All theKing®Men, amovieaboutLouisianaGovernor
Huey P. Long (starring SeanPenn,JudelLaw, Kate
Winslet and PatriciaClarkson); RunawayJury (star
ring GeneHackman,Dustin Hoffman, John Cusack
and Rachel Weisz); Ray (starring Jamie Foxx and
directedby Taylor Hackford). In addition,the Center
alsohasbeeninvolvedin numerousnusicvideosand
commercials.

The secondexamplefocuseson a multimillion
dollar movie studio(Celtic MediaCenter)thatopened
in BatonRougein January2006with plansfor sound
stagesand spacefor the productionand post-produe
tion of movies,televisionshowsand video games?”
The 30,000-square-fodtacility, built in conjunction
with a Los Angeles-basedbim developmentand
productioncompanyhopedo produceasmanyasfour
moviesayearwith budgetsangingbetweer$5million
and $20 million.

The technical capacities of the Nims Center in
New Orleansandthe presencef a major production
facility in Baton RougeNboth non-bnancialincen
tivesNhasreinforcedthefactthatblmmakersanstay
on in Louisianato accomplishvaluablepost-produe
tion projectsasopposedo headingbackto New York
or California to complete production.

Mississippi: In May 2006 thestatebrokegroundbuilding
the Mississippi Film Centrein Canton, Mississippi,
a 25-acrefacility thatwill include a soundstageand
provide training on all aspectsof bPlm production,
includingvideographerandlocationscouts® At that
time, nearly$6 million hadbeensecuredrom federal,
stateand local governmentsourcesto completethe
facility. Canton, located approximately 20 miles



north of Jacksonhaslong earneda reputationasthe
movie capital of Mississippi. A numberof movies
havebeenblimedin Cantonresultingin a $13million
economicimpactto the city between1995and2006.
The acclaimed A Time to Kill was PImed entirely
on locationin Canton,while the streetsand peldsof
Cantonwerethebackdrogfor themovieMy Dog Skip
Similarly, suchmoviesasO Brother Wher Art Thou
TheRising Place and many other bIms,documenta
ries,andcommercialdravebeenblmedon locationin
thecity. Theadvancements movie technologythat
will be broughtaboutas a result of the Mississippi
Film Centemwill beaboonto the state€moviemaking
capacity

North Carolina: North Carolinais an SLC statewith
a lengthy history in actively promoting the bIm
industry®*® According to the North Carolina Film
Ofbce thestateoffersasurfeitof non-pPnanciabenebts
to the PIm industry suchasthe experienceof hosting
more than 800 featurebIms and 14 televisionseries
andanenviableproductioninfrastructureghatincludes
a world-classcrew baseof over 2,000seasonedbIm
professionalsgight full-service studiocomplexes 32
soundstages400 supportservicecompaniesa state
pIm ofbcein its 27" yearfacilitating indigenousand
visiting PImmakerssix localized PIm commissions,
andthe prestigiousSchoolof FilmmakingattheNorth
Carolina School of tharts in Winston-Salem.

A major attractionfor PIming operationsn the
stateis the ScreenGemsStudioin Wilmington, North
Carolina. Touted as the largest bPIm studio east of
Hollywood, this propertyhasmorethan20,000square
feet of production ofbce space;lighting, grip and
generatorental;screenin@ndpost-productiorcapaci
ties; and shops,scenedock and standingsets. Until
recently whenLouisianasurpassed, North Carolina
routinely ranked third (behind California and New
York) in nationalrankingsin alisting of thenumberof
moviesproduced A majorreasorfor thisachievement
was the impressivemovie productioninfrastructure
containedin numeroudocationsaroundthe statebut
particularly in theNilmington area.

Anotherimportantcorollary to the bIm industry
in thestates theWinston-Salem-basddorth Carolina
Schoolof the ArtsNSchool of Filmmaking (NCSA)
that openedin 1965 with the distinction as the brst
state-assistedesidentialconservatoryin the nation.
However it shouldbe notedthatthe Schoolof Film-
makingopenedn 1997. The stateof North Carolina
fundedtheconstructiorof thecampuswhichincludes
a OstudiovillageCGcomprising three soundstageshat
are 8,000,4,000,and 2,500squarefeet, respectively
These studios are restricted to student and non-profes-
sional productions.

Texas: Recentblm news from Texas, particularly
in the Austin area,demonstrateshe efforts of both
public andprivatesectorentitiesto harnesshe state®
creativetalentsin the bPIm industryin orderto stimu
late economicgrowth®® In April 2007, developers
announcedglansto createVilla Muse,a $1.5 billion
mixed-useprojectthatwould include a movie studio,
capableof producingspecial-efiects blockbusters;a
50,000-square-fostoundstagandmultiple recording
studios;andan outdooramphitheatewith seatingfor
more than 70,000. At a locationin Manor, Texas,a
small city 15 minutesfrom downtownAustin, devel
opersplanto transformé81acreOtcaddressheneeds
of our thriving creativity in Texaswhile attracting
businesghat hasbeenout of reachandforcedto go
elsewhere.O The developmentwould also include
unique housing propertiesfor 8,500 residentsand
providejobsfor 8,000peopleandofbcialsinvolvedin
theVilla Museproject,seekingto replicatetheimpact
of the Hollywood Bowl andits presenceight in the
middle of Hollywood.

Currently Austin Studios, the state® primary
bPImmakingsite, is gearedowardsmallandindepen
dentbImsratherthanlarge-budgeproductions. The
objectiveof theVilla Musedevelopersin concertwith
the stateincentivesfor bPIm andtelevisionproduction
being promotedby Representativd®awannaDukes,
TexasHouseof Representativesyould be to expand
the state@potential to attract big-budgetbIlms too.
Theanchorfor the entirecomplexwould be the $125
million, 200-acreVilla Muse Studioswith facilities
for bIm, television,advertisingmusicandvideogame
makers.

Virginia:  Virginia-basedvideo bIm operator Metro
Productionscelebratedits 25" anniversaryin 2006
offeringmakeupandwardrobéacilitiesonsite,aswell

assetdesignandconstructiorservices In late2006,
Metro Productionsannouncedhat it was building a
$1 million, 10,000-square-foofacility in Richmond
that would include a fully equipped40-by-40 foot

soundstagegreerroom,threeeditingsuitesanaudio
suiteandagraphicssuitethatincludes3-D capabilities.
While the facility will be usedto shootits own prod

ucts,it alsois availableto outsiderdookingfor produe

tionservicesspacetalentandhardware Thecompany
hasanimpressiverosterof Fortune500 clientsanda
numberof U.S. governmentontractU.S.Army, U.

S. Departmenbf Healthand HumanServicesArmy

ROTC, and the U.S. Coast Guard).
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Part 3
Economic Impact of the Motion Picture
Industry

The SLC hasresearchedndwritten extensively
on the valuablecontributionmadeby the artsin the
economiavelfareof thestategor someyearsnowand,
while the motion pictureindustryis largely driven by
commercialconsiderationsthereis still animportant
nexusbetweenthe arts and economiceffectsin this
industry*?> Eachof theseSLC reportsdemonstrated
in greatdetail that the multi-layeredcontributionsof
the arts and arts-relatedactivities rankedamongthe
lesser known and unheralded aspects of contemporary
Americansociety In addition,theseSLC publications
notedthatbeyondheintrinsicbenebtf theartsNi.e.
benebtshatserveto enrichanindividual®life experi
encesstandardf living andlearningNthe artshave
playeda crucial role in generatinga signibcantevel
of economigrowth. Thissectiondocumentfiowthe
motionpictureindustryhasbeencritical in stimulating
economicactivities and economicgrowth on a state,
regional and national basis.

As noted in the previously-referencedSLC
and other publications, the economicimpact of a
particulareconomicactivity, i.e., the changein total
output, comprisesthree parts: direct impact (the
amountof spendinggainedby stateasa directresult
of thebusinessctivity); indirectimpact(theresulting
transactionsiecessaryo supportthis spending);and
inducedimpact (the additional spendingthat results
from greaterincome). Cumulatively these three
componentgomprisetotal economicimpact,andthe
magnitudewith which thesecomponentsipple across

(2)

the economy depends on a factor referred to as the
multiplier. Forinstancejn the hypotheticalscenario
of a $100expenditureby a companyon producinga
bIm, $70is spentin stateon goodsandserviceswhile
the remaining$30 is spentoutsidethe state. Of the
$70spentin the state $45 staysin the statewhile the
remaining $25 leaks outside the state;then, of the
$45 spentin the state,$25 staysin the stateand the
remainingb20leaksout. Eventuallytheentireamount
will rippleacrosgheeconomythrougheitherprobtsor
imports, a process referred to as the multipliéroef

An earlier section referred to the fact that The
Motion PictureAssociationof America(MPAA), the
standard-bearefor the industry releaseda highly-
publicized report in January2007 that provided a
breakdownof the economicimpact of the motion
picture industry on every aspectof the American
economy® According to this report, there were a
numberof specibcareasthat the industry impacted
includingjobs,developingsmallbusinesseandentre
preneurship, tax revenues and international trade.

» Jobs: Accordingto this MPAA report,therewere
over 1.3 million peopleemployedby the motion
picture, commercial and television production
industrieswith a combinedpayroll of more than
$30.24billion, a sizableemployerindeed. While
thereweremorethan180,000peopleemployedi-
rectly asstudio,independenproductioncompany
andcoreindustrysupplierstaf (PIm labs,special



effects and digital studios, prop and wardrobe
housesyideoduplicatingservicesandstagerental
facilities among others), an additional 231,000
peoplewere freelanceworkers, including actors,
directorswriters,andtechnicalor craft specialists.
In PImindustryparlanceQfreelance®notsynon
ymouswith Opart-timef8in manyotherindustries,
and more than a half of the industry®workforce
areemployedn this capacity Furthermorethein-
dustrygeneratedensof thousandsf indirectjobs
throughcompaniesuchasmovietheatersthemed
retailersand restaurantsyideo rental storesand
tourist attractions.

Anothersalientfact relatedto jobsin the industry
is that they involved high quality and high wage
jobs with the averagesalaryof direct employees
in the industry totaling $73,000in 2005,a Pgure
nearly 80 percenthigherthanthe averagenation
wide salary It shouldbe notedthatin calculating
boththepayroll andthe averagesalarybguresthe
studyexcludedhesalariegaidto highly compen
sated stars.

Developing Small Businesses and Entrepreneurship: The
2007 MPAA reportnotedthat direct paymentfor
goodsandservicedo vendorshy theindustryadd
ed $30.2billion to the nation®economy There-
port alsohighlightedthat sincethe motion picture
industry is one of the most decentralizedwithin
the system,more than 160,000individual Prms
wereinvolvedin everyaspecbf theindustryfrom
productionto distributionwith both independents
and studiosbeing a key part of this process. In
fact, small businesseplay a dominantrole in the
industry and almost85 percentof the aforemen
tioned Prmsemploy fewer than 10 people;simi-
larly, 65 percentof the PImsreleasedn 2005in
the United Stateswere producedby independent
producers. The breadthof the industry®impact
is quickly apparentvhenoneconsiderghatdirect
paymentdor vendorsin theindustrywereprovid-
edto notonly suchspecializedusinessesuchas
wardrobecompaniesand cameraequipmenterms
thatexclusivelyservetheindustry butalsoto gen
eralsuppliersservinganumberof otherindustries,
suchascatererslumberyardsappareretailersand
[Rorists.

Tax Revenues: Theintent of this SLC RegionalRe
sourceis to documenthow statesin the Southare
working proactivelyto recruitthe PIm industryto
make movieswithin their individual bordersbe-
cause,amongother reasonsthe industry attracts
capital, createseconomicactivity, generateout
put and eventuallyproducegax revenuedor ev-
ery level of government. Accordingto the latest

MPAA report,approximately$10billion in public

revenuesn the United Statesin 2005was gener

atedby just two typesof taxes:incometaxespaid
by workersandsalestaxeson goodsandservices.
More specibcallyasaresultof industryeconomic
activity, $3.1billion in federalincometaxes,$1.5
billion in stateincome taxesat the state level,

along with $4.7 billion in additional unemploy

ment, Medicare and Social Security taxes,were
generated.Given the fact that thesenumbersdid

notincludecorporatancometaxes propertytaxes,
businesdicensetaxesand other tax types,along
with tax revenueggeneratedy indirect employ

ment,theindustry@impactfrom ataxrevenueper

spective is considerably tper

International Trade: Oneof thestriking featuresf the
contemporary).S.economyis thefactthatthena
tion@tradedepPcithasbeengrowingsteadilyin the
lastfew years ballooningto unprecedentelévels.
Specibcallythenation€goodsandserviceslebcit
in 2006wasarecord$763.6billion, or 5.8 percent
of U.S. grossdomesticproduct** In contrastthe
American motion picture industry is one of the few
industriesin the U.S. economythathasrepeatedly
securedh positivebalanceof tradewith therestof
theworld. In fact,in 2005,accordingo the MPAA
report,that surpluswas$9.5billion, atotal larger
thanthe combinedpositivetradebalancefor tele-
communications and computer and information
services,and 12 percentof the entire American
private-sectoservicetradesurplus. Impressively
the appeabf AmericanbIms around the world en
suredthatin 2005audiovisual exportsamounted
to $10.4 billion, a 20 percent increase over 2000.

Along with the January2007 report from the

MPAA, thereareseverabthernationalandstate-based
studies that help further reinforce the economic impor-
tanceof themotionpictureindustry Forinstancethe
U.S. Departmenbf Labor, Bureauof Labor Statistics
employmentatafor the U.S. motion pictureindustry
in the last decadepresentedn Table 2 demonstrates
the importance of the industry as an employment
generataf®

As demonstrateih Table 2, by the endof 2006

therewere more than 357,000individuals employed
specibcallyby the motionpictureindustryin avariety
of capacities. Eventhoughemploymentevelsin the
industry were sluggishin the decadeindicated,they

still remain an important contributor to the overall

employmentatesandthe healthof theU.S.economy
Of note, employmentlevels in the motion picture
industryexpandedy nearly17 percentin the decade
between 1996 and 2006.
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table 2

U.S. Motion Picture Industry Employment Levels 1996 to 2006 (In Thousands)

Industr y Categories
Production Theaters &
Year & Services ' Video Rental
2006
2005
2004
2003
2002
2001
2000
1999
1998
1997
1996

Percent Change

Total Prior Year
3573 0
357.2 -1.7%
363.2 3.3%
351.7 -2.5%
360.7 4.0%
346.7 -1.4%
3516 -0.7%
354.0 4.5%
338.7 4.9%
323.0 5.6%
305.9 2.5%

Source: U.S. Department of Lab&ureau of Labor Statistics

table 3

Motion Picture and Video Industry Revenues and Inventories for Employer Firms 2004 and 2005 (In Millions)

Percent

Business Type 2004 2005 Change
Motion Picture and Video Production and Distribution | $56,605 $58,346 3.1%
Motion Picture and Video Exhibition | $11,180 $10,789 -3.5%

Motion Picture and Video Post-Production Services and Other $3,898

$4,234 6.1%
Total | $71,774 $73,369 2.21%

Inventories at Year End | $27,691 $27,813 0.4%
Source: U.S. Department of CommercgerviceAnnual SurveyFebruary 2007

Another useful measure of the economic impact
of theindustrymay be extractedrom a review of the
latestU.S. Departmenbf CommercefBerviceAnnual
Surveyreleasedn February20074¢ Table 3 presents
informationon estimated-evenueandinventoriesfor
employerbrmsin themotion pictureandvideoindus
tries in 2004 and 2005.

In addition to the studies depicting national
impact bguresfor the motion picture industry it is
alsoappropriatgo presentlatafrom anumberof SLC
statesthat further documentthe impressivepositive
economic Rows from the motion picture industry

Florida: In Florida, bIm and entertainmenis a $3.9
billion industry representingnore than 5,500 busk
nessesand employing more than 34,000 Floridians
at an averagesalary of $53,000per year*” Given
the importance of the entertainment industry to the
overall economyof the state,the Florida Legislature
enactedegislationNsponsorethy RepresentativBon

DavisNduring its 2007 sessiorto provide additional
incentivesto ensurethatthe industrywill continueto
Rourish in the state.

Even thoughthe comprehensiveeview of the
motion pictureindustry®economidmpactin Florida
goeshackseverayearsNthereportwascommissioned
by theFloridaGovernof8 Ofbceof Film andEntertain
mentandreleasedn February2003Ninformationon
the economiccontributionof the industryto the state
economyremainsa valuabletool in assessingverall
impact#® Accordingto this 2003report,thefollowing
economic impacts from the industry were discernible:

» The motion picture production industry employed
8,492wageandsalary(direct)workersandgenes
ated more than $372 million in wages in Florida;

E Betweenl995and2001,employmenigrew by 94
percentwith a compoundaverageannualgrowth
rate of 1.7 percent;



E While employmentpeakedin 1999 with 9,243
wage and salaryworkers,wage growth outpaced
employmengrowthfrom 1995to 2001,with wag
esgrowingover121percentatacompoundannual
average growth rate of 14.1 percent;

E In 2002,atotal of 1,554Prmsinvolvedin thein-
dustrywereoperatingn Floridaandemployed(di-
rect and indirect) 10,083 persons;

E Using an annualaveragewage of $311,675 per
brm, thereportestimatedhatthe 1,554 brms gen
eratedwagesof morethan$484million in 2002to
workers and owner proprietors in Florida; and

E Total salesin the industry®four main sectorsN
motion pictureandvideotapeproduction;services
allied to motion picture production; motion picture
and videotapedistribution; and servicesallied to
motion picture and videotapedistributionNwere
over $1.16 billion in 2002.

Georgia: AccordingtotheGeogiaFilm, Video& Music
Ofpceatthe Departmenbf EconomicDevelopmenta
2004reporton the PIm andvideoindustriesindicated
a$123.5million economidmpact?® Morerecentlyin
2006,291 projectswere producedn Geogia, valued
at $251.1million, with a total economicimpact of
$448.3million.5°® The Ofpcealsoindicatedthatovera
30-yearperiodthe statewidempactfrom featurepblm
andmotionpictureprojectsamountedo morethan$3
billion. While therehavebeenmorethan500feature
PIm andtelevisionproductionsshotin the statesince
1973,the yearthe state©bIm ofbcewas established,
the averagefeature PIm budgetamountedto $41.7
million, while amedium-budgefeatureblmemployed
an average of about 150 to 175 local workers.

Louisiana: As previouslyindicatedouisianaisanSLC
statethatrecentlyreleasec comprehensiveconomic
impact study (in December2006) and some of the
key information from this report quickly revealsthe
remarkablegrowth that industry has experiencedn

thestatein recentyears® Table4 presentinformation
relatedto Louisiana€Plmindustryfor theperiod2002
through 2005.

While there are a numberof insightsthat may
be gleanedfrom this study the most striking feature
is that the bIm industry®value addedcomponento
the Louisianaeconomyleapt from just under $7.5
million in 2002to nearly$344million, anastounding
growthtrajectoryin the courseof threeyears. It also
was during this periodthat the Louisianal egislature
promulgatedlegislation to offer incentivesto the
motion picture industry to operate in the state and the
end resultwas an impressiveincreasein the number
of motion picturesblmedand economicactivity. To
further describeLouisiana®amazingperformancen
this spheretotal outputincreasedrom $22.1million
in 2002to over$1 billion in 2005,a scantthreeyears
later As describedearlier total outputencompasses
direct economicimpacts (the amount of spending
gainedby the stateasaresultof the businesactivity),
indirect economic impacts (the resulting transae
tions necessaryo supportthis spendinglandinduced
economidmpacts(theadditionalspendinghatensues
fromthegreateincome).In Louisianatheresearchers
establishethatthemotionpictureandvideoindustries
hadatotal outputmultiplier effect of 1.847922which
contributed to the bnal total output.

In breakingdowntotal valueaddedrom the bIm
industry to the Louisianaeconomy the report noted
that it comprised four parts: employee compensation
income (wageand salarypaymentsjncluding health
and life insurancebeneptsyetirementcontributions,
and other non-cashtransactions)proprietaryincome
(paymentsreceivedby self-employedindividuals as
income);otherpropertyincome(interest rents,royat
ties, dividends and corporateprobts); and, indirect
businesgaxes(salesandexcisetaxespaid by individ-
ualsto businessethateventuallyRow to government
entities). In this instance the positive Row from the
pIm industry®activitiesin the state,increasingfrom
$7.5 million in 2002, to $130.6million in 2003, to

table 4

Economic Impact of the Film Industry in Louisiana 2002-2005

2002

Total Output $22,083,753
Total Value Added $7,452,996
Total Employee Compensation $3,782,266

Total Employment 320
Total Tax Impact $1,347,504

2003 2004 2005
$390,497,955 $721,080,940  $1,038,443,860

$130,591,102  $239,941,554 $343,843,992
$66,399,682  $122,322,886 $175,738,248
5,437 9,683 13,445
$22,874,113 $40,733,169 $56,562,047

Source: Economics Researd&ssociates, December 2006
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table 5

Tax Impacts of the Film Industry in Louisiana 2002-2005

2002 2003 2004 2005

Tax Impacts:
» Federal
» State & Local

$777,217 | $13,193,393 | $23,494,188 | $32,624,011
$570,287 | $9,680,720 | $17,238,981 | $23,938,036

Total $1,347,504 | $22,874,113 | $40,733,169 | $56,562,047

Source: Economics Resears$sociates, December 2006

$239.9million in 2004,to astaggerings343.8million

in 2005,anincreasef substantigbroportionsn ashort
time period,impactedpositively on everysegmenbf
the state economy

Evenon the employmentfront, the gainsin the
2002to 2005 period were most signibcantwith full-
time employmenteapingfrom amere320individuals
in 2002to 13,445in 2005. Similarly, total employee
compensation for these employees also saw a promi-
nent expansionfrom $3.8 million in 2002,to $66.4
million in 2003,to $122.3million in 2004,to asizable
$175.7million in 2005. Another positive effect of
the bIm industry®activitiesin the stateinvolvestax
revenuediowingto the variouslevelsof government
(Table 5). Specibcally the economicactivity leads
to wages,sales,and probtswhich, in turn, generates

tax revenueandfees(suchasmotorvehiclelicensing
fees,Pnes,and paymentdor permits)for the federal
governmentaswell asfor stateandlocalgovernments.
On this front, Table 5 documentghe impressivetax
impacts during review period.

Maryland: According to the Maryland Film Ofbce, a
unit within the Department of Business and Economic
Developmenttheeconomidmpactof theImindustry
saw a signibcantincreasein bscalyear 2006 after
the state establisheda seriesof incentivesfor bIm
producergluringthe 2005legislativesession.Specik
cally, Plmmakingn Marylandhit recordevelsin bscal
year2006,generatingg158million in economigmpact
andmorethandoublingthe prior yeaid total of $66.3
million.5? Soon after theseincentiveswere enacted
into law, the stateexperienced rushof interestfrom

l gure

Revenue Generated by Filmmaking in Maryland Fiscal Years 1995 to 2006
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Hollywood producersendinga periodwhentherewas
adistinctlull in thelevelof PImingactivity in thestate.
Figurel presentsnformationon theeconomiampact
of the PIm industry in the state including revenue
generatedoy PImmakingin the last 12 bscalyears.
Theimpressivgumpin revenuesn bscalyear2006is

clearly apparent after a number of lean years.

Missouri: According to an economic impact study
releasedy RepresentativeEd Robb,MissouriHouse
of RepresentativethemovieTheGameof TheirLives
(the true story of the 1950U.S.A. World Cup soccer
teamwhich pulled off an amazing1-0 victory over
the powerhouseEnglishteam)was shotin St. Louis

(doublingfor New York City) in 2003andspentmore
than$17.9million in thestate®® In turn, this spending
level had an eventualeconomicimpactof morethan
$52 million for the state. (Another report on the
movie indicatedthatit wasa $27 million production,
which would make the complete economic impact of
the movie on the stateeconomyevenlarger thanthe
aforementione@52million).>* Missourialsohasabne
reputationasa popularsite for the shootingof televi

sion commercialsithe director of the Missouri Film

Ofbceindicatecdthattherehavebeencommercialsvith

budgets of more than $4 million shot in the state.

Oklahoma: According to the Oklahoma Film and
Music Commissionjn 2006,the PIm industryhadan
economidmpactof $18.9million in the state®> More
importantly the nearly $19 million economicimpact
wassecuredvith asingleproducetakingadvantagef
thestate§rebateprogram.Giventhefactthatanumber

of OklahomabIlm projects,aswell as many smaller
independenblms,aremadewith budgetswell below
the $2 million minimum, ofbcialsat the Commission
maintain that lowering this minimum requirement
would result in an even greater economic impact.

Texas: In April 2006, the Texas Film Commission
releasedlataon a numberof Plm andtelevisionproj-
ects(andtheirbudgets)lmedin Texasovera 10-year
period(1996to 2005). This informationis presented
belowin Table6 andprovidesinsightsinto thekind of
economidmpactgeneratedby thisindustryin thepast
decade inmexas.

While there were a combined511 projectsin
the PIm and television industry during the decade
underreview the cumulativebudgetof theseprojects
amountedo nearly$2 billion. The high pointin the
1996to 2005periodwas1996whenthebudgetcumu
latively addedup to over $254million. As expected,
the budgetnumbersdeclinedduring the slowdownin
the economy suchasin 2002 whenit slumpedto a
recordlow level of $84.9million. While thebudgeted
amountpickedupin 2003($230.2million), it declined
in 2004 ($217.9million) and dipped again, precipk
tously, in 2005, to $141.1 million.

Virginia: In February 2006, Virginia Commonwealth
University®Centerfor PublicPolicy released report
on the impactof Virginia® bim, video andtelevision
industrieshighlightingthatin 2004 thetotaleconomic
impact of the industry reached$510 million, while
contributing$19.8million to the statein the form of

table 6

Texas Film and Television Production 1996 to 2005

10-Year

Type of Project 1996 1997 1998 1999 2000 2001 2002 2004 2005 Totals

Studio Feature Film 7 8 7 6 9 5 4 8 8 6 68
Independent Feature Film 28 16 31 16 25 28 20 11 19 20 214
Giant Format Films (IMAX) - - - - - - 1 = - 1 2
TV Movies 6 9 3 4 2 4 1 1 1 2 33

TV Series 11 7 5 3 4 6 8 6 7 12 69

TV Mini-series 2 - 1 - - = - - = 3

TV Specials - 4 1 1 1 1 - 3 4 1 16

TV Episodes/Segments - 4 1 3 5 7 21 12 14 1 68
TV Pilots 2 3 - - - - 1 1 3 1 11

Other Projects (see Note) 2 5 1 - 4 3 4 4 3 1 27
Total Numb er of Projects 58 56 50 33 50 54 60 46 59 45 511
Total Combined Budgets §$254.7 $172.8 $209.6 $148.5 $241.8 $188.8 $84.9 $230.2 $217.9 $141.1  $1,890.3

Source: Texas Film Commissio#pril 2006
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taxrevenues® The study also calculated that the rate

of returnon potentialinvestmentsn theblmandvideo
industryin the statewasmostimpressive noting that
a$10million investmentcould resultin aneconomic
impact of $143 million or, alternatively thereis a
return of $14.30for every dollar Virginia investsin

the industry

The study split the stateinto three regionsin
assessintheinRuenceof theindustryandreportedhat
the economidmpactwasmaostsignibcanin northern
Virginia ($263million), followed by HamptonRoads
($135 million), and the Central Virginia region,
including Richmond,Petersbuy, Charlottesvilleand
surrounding counties ($63 million).  Furthermore,
while there were some 6,000 Virginians working
differentaspectsf the industry (suchas production
companyemployeesactorscrewmembersgesigners,
editors,composerswriters and audio engineers)an
additional 2,500 Virginians were employedin busk
nesses that support bPIm and video production.

As documenteckarlier the averagesalariesof
workersin the industry were relatively high and the
studydemonstratethatVirginiaemployeeén theblm
industry commandedan averagesalary of $55,500,
the fourth highestmediansalaryfor any industryin
the state. Also, 259 businesseswvithin the statewere
involved in media production.

InJune2006 VirginiaGovernoiKaineannounced
thatin 2005the state€plm andvideoindustry©1,800
projects had a direct economic impact of $221.1
millionNthe highesteverreportedNanda 14 percent
increaseover the 2004 bgureof $192.1million.5” In
termsof thedistributionof thisdirecteconomidmpact
acrosghestate CentralVirginia (anareathatincludes
Richmond,propelledby the HomeBox Ofbcetelevi
sion mini-series John Adam$ reported the largest
amountwith $88.7 million, while Hampton Roads,
focusing on cable television and video productions,
securedb69.4million. NorthernVirginia®high-tech
post-production industry had a direct economic impact
of $58.6million, while thewesterrportionof thestate
had $4.4 million.



Part 4
Production and Other Incentives Provided
by the SLC States

Toward the conclusion of the Oscarwinning
movie Ray, thereis a scenefeaturingmemberof the
Geogia GeneralAssemblyrecognizingthe legendary
singer Ray Charlesat the statecapitol building and
his rendition of the songGeogia on My Mind.®® An
importantfactoid associatedvith this eventwasthat
it did not occurin the Geogia GeneralAssemblybut
in the LouisianaHouseof RepresentativeswWhenthe
producers of Raywereworking on thelogisticsof the
moviein 2002 theirintentionwasto PImfor twoweeks
in Geogiaandthencompletea bulk of themovieback
in LosAngeles.However aroundthattime, Louisiana
enacteda packageof economicincentivesto attract
producerdo makemovieswithin its bordersadevel
opmentthatquickly led to Ray&Immakershanging
plansandshootingnearlyeverysceneof themoviein
Louisiana.

The constantrefrain that is quickly apparent
when researchinghe incentive packagesffered by
statesacrossthe countryis that Louisiana®modelis
the one most emulated and the sooner states introduce
measuresalong the lines offered by Louisiana,the
soonerstatescould beginto seethe sameimpressive
economic effects from the motion picture industry
experiencedn the last bve yearsin Louisiana. An
August2005commentrom anofbcialwith theMary-
landbranchof the InternationalAlliance of Theatrical
Stage Employees(IATSE), which representsabout
500techniciansandcraftspeoplén theBaltimorearea,
summarizeshis growing nationalsentimentOEvery
bodywasgoingto Louisianabecaus®f theincentive
programslownthere.Foraboutsix monthsmy phone

Alabama

wasnotringingatall. That®whenl gotscared.That®
whenl gotonthestepsof the[Annapolis]Legislature.
And may | say they did listen.& Anotherexample
from abill (HB 1634)designedo amendthe existing
PIm industry to encouragebIlm productionin Texas,
passedn the TexasHousein 2007, notedthat both
Louisianaand New Mexico have implementedpbIm

incentiveprogramsandhaveseendramaticincreases

in spendingand PIm crew jobs® Similarly, when
North Carolinaenactedts own legislationto attract
PIm andtelevisioncrewsto work in the state,Repre
sentativeDan McComas,one of the co-sponsorof
the legislation,notedO[O]therstatesare bendingover
backwardgo lurethisbusinesawayfrom North Carc
lina. Thiswill helpusmakesurewe competeandget
our share®

This sequencef eventsaptly describesa trend
that is sweepingacrossnot only the SLC statesbut
the entire country: statelegislatureswvorking actively
toward enactingproduction and other incentivesto
attract moviemakersto operatewithin their states.
As notedby Geogia Representativddef Lewis, Olt
doesnCrostthe statemoney[speakingof the incen
tivesprovidedby thestate]becaus¢heymustcometo
Geogiaandspendmoneyto beeligible for the credit.
That® economicdevelopmenttoo, that doesnCcost
us anything.®

Part4 providesdetailson the specibdncentive
packagesurrentlybeingofferedby the SLC jurisdic-
tions and additionalinformation on the PIm industry
in these states.

Thereis a greatdealof concernat variouslevelsof authorityin Alabamathatthe state§incentivesto bIm-

makershavenot keptpacewith otherstatesn theregion® Theseofbcialsoften makethe pointthateventhough
therewereanumberof bIm producersnterestedn PImingin thestate thefactthatAlabamagincentivesvereless
generoughanthoseofferedby a numberof otherstategesultedn theseproducerslectingto PImin otherstates.
Consequentlythey maintain,the statewaslosing a greatdeal of revenueandpositive publicity thatwould ensue
with thesebIming opportunities.Onesuchproducetis Alabama-nativescottLumpkin (Fairhope Alabama)who

wasintenton bImingthe movie Rocket(with SharonStoneandTom Arnold) in the statebut eventuallyendedup

PImingin JacksonvilleFlorida,dueto theincentiveofferedby thestateof Florida. Proponentsf Alabamaoffering

incentivego themovieindustryindicatethatin contrasto a statelike Louisianathatsawthevalueaddedrom the

industryrocketfrom $7.5million in 2002to $ 343.8million in 2005,Alabamasawthe amountof moneyspentby

thebImindustryfall from $30.3million in 2003,whichwastheyearthatdirectorTim BurtonmadeBig Fishin the

Montgomery area, to $6.7 million in 2006, when director John Sayle$isinetydripperin Greenville.

In aneffort to revivethe PImindustryin the state theAlabamaFilm Ofbceandseveralegislatorshavemade
it a priority to enactincentivesto attracta greatemumberof PImsto the stateduring the 2007 legislativeyear
They repeatedlypoint to Louisianaasa prime exampleof a stateproactivelyworking to attractthe businesf
bPImmakersandseeingvery positiveresults. At thetime of thiswriting (May 2007),theAlabamal egislaturewas
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still in sessiorandadvocatesvere hopefulthatthe bi-partisansupportfor enactingan array of incentiveswould
be passednto law by the end of the session. SenatorsTom Butler and Bradley Byrne (who resignedfrom the
AlabamaSenateon May 24, 2007)haveco-sponsoretkgislationthatwould makeAlabamamuchmorecompeti
tive in attracting PImmakers.

Until recently Alabamadid providesomelimited incentivesto PImmakersn the form of salesandusetax
abatementNasvell taxabatementtor lodgingNfor qualibedoroductions However thelegislationprovidingthese
benebtexpiredin SeptembeP006,anothereasorfor the urgentneedto enactincentives. The proposedegisla
tion would notonly reinstatehosebenebtdut would establisttaxincentivesfor thoseinvestingin Alabama€pim
industry Furthermorethe proposedegislationwould treattaxeson facilities involved in bPIm production,such
asstudios,the sameway statelaw now views taxesin othereconomicdevelopmentnfrastructureprojectssuch
asassemblyplants. Perhapghe mostimportantfeatureof the proposedncentivestructurewould be to motion
pictureproductioncompaniespendingnorethan$500,000n the statethesecompaniesvould beeligiblefor a10
percentax crediton productionexpendituresind15 percentfor wagespaidto Alabamaresidents.In addition,for
productiongopping$10million spentin the state the creditwould be 15 percentfor productionexpendituresnd
20 percent for wages paidAdabama residents.

Alabamadoeshavea history with a numberof prominentmoviesbeingPlmedin the state. For instance,
SteverSpielbeg® CloseEncountersf the Third Kind wasbimedmostlyin Mobile in 1977 ,andin 1992thebattle
ship USSAlabamahada starringrole alongsideactorStevenSeagaln theactionthriller Under Siege Downtown
Mobile stoodin for New Orleansin director Michael Mann®1999 The Insider, which broughtOscarwinnerAl
Pacinoandfuture Oscarwinner RussellCroweto Mobile® DauphinStreet. Mobile alsohasplayedhostto future
OscarmwinnersPhilip SeymoumHoffman,whoworkedon LoveLizain thecity in 2001,andAlan Arkin, who played
a part in The Novicein 2004. Alabama-nativeScottLumpkin wasinvolvedin a variety of capacitiesaslocation
coordinator line producerand producerfor a hostof PImsin southwesi®labama,including HometownLegend,
ToughLuck,SacribceMi Amigo,DeadBirdsand Frankenpbskalongwith thepreviously-mentionetdoveliza, The
Noviceand The Insider

Along with efforts of the statebIm ofpce,local ofpcialsin the cities of Mobile, Birminghamaswell asother
locations, also indicate their readiness to assist Plmmakers in their produictitmieAlabama.

Arkansas

Advocatesfor promotingthe PIm industry in Arkansasalso are bemoaninghe fact that the state€current
incentivepackageNseto expireon June30, 2007Nshouldbe muchmorecompetitivein comparisorto anumber
of neighboringstates# In fact, theseadvocatesnakethepointthatwith theexceptiorof Texas all Arkansas@eigh
borsoffer muchmoreattractiveincentivesto Pimmakers. As anexample Arkansasnative JoeyLaurenAdams,
who recentlyblmed ComeEarly Morning (the 2006 movie with Ashley Juddand StacyKeach)in North Little
Rock,received$37,000in incentivesirom the state;if shehadblmedacrosghe stateline in Louisiana,shewould
havereceived$700,000.As in the caseof Alabama,pIlm advocatesn Arkansa<ite the exampleof Louisianaasa
statethat hasworkedeffectively to rePnethe incentivesprovidedto PImmakersaandquickly realizedtremendous
economic gains.

While the ArkansasDepartmentof EconomicDevelopmen&Film Unit was createdin 1979to promote
Arkansado bIm, video, televisionandcommercialproductioncompaniesthe Arkansasviotion Picture Incentive
Act of 1997 remainsthe legislationcurrentlyin effect to authorizethe refund of statesalestax paid on Arkansas
businesseservicesandcitizenshiredascastandcrewduringa productionin Arkansas® However for arefund,
the following requirements are necessary:

E Theblmcompanymustregistemwith the Film Unit prior to PImingandsecurea letterof supportfrom the PIm-
ing locale;

E Expenditures must be paid with checks drawn on an account wittkansas Pnancial institution;

E ThebImcompanymustspenda minimum of $500,000n Arkansason oneprojectwithin a 6-monthperiodor
a minimum of $1 million irArkansas on multiple projects within a 12-month period; and

E Weekly reports are required for the state®enue department to process the refund.

In thecontextthatthesd@ncentivesemaininadequat®is-"-vis thoseofferedby otherSoutherrstatestherewas

aneffort to introduceanewincentivepackageluringtherecentlyconcluded2007legislativesession. However the
nearly$200million in othertax cutsthatpassedaluringthis sessiorprecludedpportunitiesor the PiImindustryto



beofferedtax cuts. It is likely thattheissuewill comeupin afuturesessiorgiventhetrendthatis sweepingacross
the South and the nation.

1

Accordingto the headof the Arkansad=ilm Ofbce,his statewasthe brstin the countryto offer anincentive
packageo PiImmakerswith the Nickel RebateProgramintroducedn 1983% As implied by its title, this program
entitledPImmakersvorking in the stateto be awardeda rebateof bvecentsfor everydollar spenton producinga
moviein Arkansas.Mr. Glass the state€Film Unit Leader alsostressedhatArkansashadfocuseda greatdealof
attentionon developingandexpandinghe capacityof local individualsinterestedn pursuinga careerin different
aspect®f themovieindustry In thisconnectionhecitedthedifferentpublic andprivateentitiesthathavecollabo
ratedin creatingheverysuccessfuMy Communitydigital Plmmakingprogramin thestate thisprogramencourages
individualsin the state particularlystudentsto createa bIm (two to 10 minuteslong andin digital format) about
someaspecbf communitylife in Arkansas.Assistingin this effort is the EAST(Environmentaland SpatialTech
nology)Initiative, a projectthatoriginatedin GreenbrierArkansaghatandseekgo applythelatestin technology
to helpstudentgakecontrolof theirownlearningandaccomplisharangeof learningprojects. TheEAST Initiative
has now been adopted in a number of other states and countries.

Someof themajormoviesthatwerebImedin the stateincludethe 19390scarwinning classicGoneWith the
Wind; TheFirm (the 1993moviefeaturingTom CruisebasednArkansas-bordohnGrishamébest-sellingrook);
Biloxi Blues(PImedon locationin Fort Chafee andVanBuren,Arkansasjn 1988with MatthewBroderick);the
1986movieUnderSiegeaboutagroupof suicidebombersattackingheU.S. Capitolwith theArkansasstatecapitol
standingn for theU.S. Capitol;the 1991 movie StoneCold (includingthe formerUniversity of Oklahomafootball
player Brian Boswortln the lead role) featured tiegkansasstate capitol one more time, this time standing in for
the Mississippistatecapitol; TheLegendof BoggyCreek(1975);Sling Blade(the 1996 bIm with Arkansamative,
Billy Bob Thorntonwasshotentirelyin Benton,Arkansas)WhiteLightning (a 1973movie alsoblmedin Benton
with Burt Reynolds);The Tuskegedirmen (PImedin Fort Chafee, Arkansasin 1995with LaurenceFishburne
andMalcolm-JamaWarner);andthe 1982CBS mini-series,TheBlue andthe Gray, the televisionserieswith the
largestbudgetup to thattime (PImedin a numberof locationin north-westArkansasincluding EurekaSprings,
Fayetteville Fort SmithandVanBuren)wasfollowed by anotheracclaimedelevisionmini-seriesNorthand South
in 1985 bImed partially in Readérkansas.

Florida

Floridais anSLC statethatreliesheavilyontheentertainmenindustryfor its economiagyrowth,andduringthe
2007legislativesessionamajorpriority of boththenewlyelectedyovernorandtheFloridaLegislaturavasenacting
legislationto spuractivity in this industry®” This effort garneredsupportacrosshe Legislatureandin early May
2007,GovernorCharlieCrist signedHouseBill 1325,TheDon Davis EntertainmentndustryEconomicDevelop
mentAct, onthe Roorof the FloridaHouseof RepresentativesThebill wasnamedafterRepresentativBon Davis
from JacksonvilleFlorida,whowasthedriving forcebehindtheeffort to allow Floridato competeeffectively with
other states andfef incentives to lure the high-wage, high-value jobs associated with the PIm industry

In essencethe 2007 legislationnot only reinforcestheimportanceof the bIm industryto Florida®economy
it buildsontheincentivesystenthatwaspreviouslyin place. In addition,therecentlyenactedegislationprovides
incentivedor therapidlygrowingdigital mediaindustry thecommerciaandmusicvideoindustryandFlorida@own
PImmakers. Specibcallpome of the key features of HB 1325 that takecebn July 1, 2007, are the following:
E Increasefunding for the stateincentiveprogramto $25 million in the next Pscalyearand, for the prsttime,
authorizes that any unused funds may roll over into the next year;

E Lower the qualifying expenditures threshold from $850,000 to $625,000;

E Offer acashreimbursementf up to 15 percenton the total Florida budgetof a PImedentertainmenprogram
with a maximum reimbursement of $2 million;

E Provide the digital media industry with a separate funding Row under the current funding format;

E ProvideFlorida®independenbimmakerswith a separatéunding queuealongwith alower qualifying thresh
old ($100,000);

E Createa separatehresholdfor commercialsandmusicvideosto enablethemto qualify in the incentivepro-
gram;

E Offer a5 percenbff-seasorbonusfrom JunethroughNovemberto manyproductiongo help promoteFlorida
as a 12-month production state;

E Eliminatethe requirementhatdroppedthe two highestFlorida salariesas qualibPedexpendituresandinstead
limit any qualifying salary to the brst $400,000;
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E Allow productions to cross bscal-year lines so that they may qualify for eligibility in both bscal years; and
E Authorize a 2 percent bonus for family-friendly bims.

Severabf thefeatureghatpassedn 2007deserveparticularmentionwhencomparedo theincentivescheme
alreadyin place. For instancethe multi-yearfeature whereproductioncompaniesnay qualify for incentivesin
morethanoneyeart will spurlong-termproductions. Similarly, lowering the qualifying expenditurdimit from
$850,0000 $625,000will promotesmallproductionsyvhile themaximumreimbursemenaf $2 million will attract
theblockbusteproductions.Thefactthatthecurrentcropof incentivesarebeginningasathree-yeaprogramwould
provide a degree of long-term certainty to the industry and production companies considering PIming in Florida.

The Governof Ofbceof Film & Entertainmentoordinatesnformationon variousdiscountsanddealsthat
areofferedto productioncompaniedy anumberof businesseacrosghestatein variousproductionspheregsuch
ascompaniesvorking in everyaspecif the PlIm productionprocess)hotels,andothers. Finally, Floridaboasts
of 49local bIm ofbcescoveringeverycornerof the statethatproducersnay contactto securdurtherassistancen
making movies; Florida also hosts some of the more prominent bIm festivals in the industry

While therehavebeenhundredf moviesbIimedthroughoutFlorida, someof the best-knowrmoviesin the
lasttwo decader sowereblmedin Miami andinclude Scarface Black Sunday Thee®SomethingAboutMary,
True Lies,Any GivenSundayMiami Vice andseveraln the Jame$Bond seriesincluding GoldbngerThunderball
and the latesCasino Royale

Georgia

Geogia becameoneof the brststatego actively courtthe PIm industrywhenthen-Governodimmy Carter
visited the setof the 1972 movie Deliverance(starringJonVoight, Burt Reynoldsand Ned Beatty) being bPImed
in North Geogia andwasimpressedy the sheerenormityandcomplexityof a movie productionsetwith all the
equipmentyehicles peopleandpropsinvolved® Verysoon then-Governo€artercreatedvhatis nowtheGeogia
Film, Video& Music Ofbcewithin theDepartmenbf EconomidDevelopmenin aneffort to convincemoviemakers
from aroundthecountryto PImatdifferentlocationsin thestate. ThisapproactprovedsuccessfulandGeogiawas
the scene for the shooting of numerous movies and televisions series in the 1970s and 1980s.

As in otherpartsof the country the 1990sprovedto be challerging for Geogia with anincreasingnumber
of movie producerdravelingto Canadaand otherpartsof the globefor PImmaking. In addition,an increasing
numberof Geogia®work force of actors cameraoperatorsandotherblm workersbecameunionized a trendthat
diminishedhestate€comparativedvantagef othertraditionalmovielocationstatesike CaliforniaandNewYork.
Consequentlythe 1990s were a low point in the number of movies and television productions bPImed in the state.

In 2001,Geogia soughtto competewith otherstatedor moviebusinesdy passindegislationfor a salesax
exemptionfor activitiesrelatedto PIm production. Currently qualipedcompaniegeceivean immediatepoint-
of-purchasesalestax exemptionthat savesproductionsup to 8 percenton mostmaterialsandservicepurchases,
leaseor rentals. This measuresawimmediateresultsbecausd>ve major productionswvere Pimedin Geogia in
2002 (SweetHomeAlabamawith ReesaNitherspoonTheClearingwith RobertRedford;the gospelcomedyThe
Fighting Temptationsthe collegemusicalDrumlineg and Dumb& Dumbeer: WhenHarry Met Lloyd) alongwith
ninesmallerindependenproductions.Justin 2002,the economidmpactof the moviesshotin the stateamounted
to $267.2million. However giventhevery aggressivéncentivepackagefferedto moviecompanie®y Louisiana
aroundthattimeNwhich resultedn themovie Raybeingshotthereinsteadof Geogia, wherea signibPcanportion
of themovie plot wassetNsawthe Geogia GeneraAssemblypassingurtherlegislationin 2005to attractmovie-
makers to the state.

Duringthe2007legislativesessionHouseBill 451waspassedinanimoushby bothchamber®f the Geogia
GeneraAssemblyprovidingmajornewincentivesto out-of-stae PImmakergo producemoviesin thestate. Even
thoughthegovernowetoedhislegislation(andanumberof otherbills) for avarietyof structurakreasonsasnapshot
of thepropose®007Iegislationhelpsillustratethedirectionthestatewasmovingtowardswith regardo incentives
for thebImindustry Amongthemajorfeaturef thisbill arethefollowing, if thebasenvestmentn Geogiaequals
or exceeds $500,000 for qualibed production activities:

E Theproductioncompanyshallbeallowedatax creditequalto 15 percenbf thebasenvestmenin thestate an
increase from the 9 percent rate that was in place;

©



E If Geogiaresidentsareemployedn the production the productioncompanyshallbeallowedanadditionaltax
credit equal to 3 percent of the total aggregate payroll ofggergsidents; and

E If thebasdnvestmenin thestateexceed$20million for multiple televisionprojects for instancethe produc
tion company shall be allowed an additional tax credit equal to 2 percent of such base in¥gstment.

In orderto ensurehe passagef theincentivesproposedn 2007, representativesf the Geogia PImindustry
haveindicatedthat they will work very diligently prior to next year3 legislativesessiorto preparean in-depth
presentatioadvocatingandprovidingjustibcationgor additiondimprovementso the2005Entertainmentndustry
InvestmenAct 7

Basedntheincentivepackaggassedn 2005 thestatecontinuego offer productioncompanieshepossibility
of qualifying for Geogia@salesandusetax exemptiona point-of-purchassalestax exemptiorfor upto 8 percent
onmostpurchaseandrentalsin thestate. Companieshatareeligible for all theseincentivesncludefeaturebIims,
television, movies, pilots or series, commercials, music videos and certain interactive projects.

Geogiais a statewith arich history of PImmakingdatingbackto the very inceptionof PImmaking,andthis
tradition has continued,assistedby the tremendousrariety in terrain that includesAtlanta, coastallandscapes,
courthousesrural andfarming areasgovernmenbuildings,lakesandrivers, mountainsuniqueneighborhoods,
old SouthmansionsandhousesSavannahscenicroads,schoolsandsmalltowns,alongwith sportandentertain
mentlocations. Consequentlymorethan500 major motion picturesandtelevisionprogramshavebeenblmedin
the stateovertheyears. Burt Reynoldswielding a bow andarrowin Deliverance MorganFreemarchaufeuring
Jessic&andythroughAtlanta®Druid Hills neighborhoodn Driving Miss Daisy, William Petersorbarrelingdown
endlessstairsat the High Museum(standingin for HannibalLector® insaneasylumin Manhunte}, Henry Silva
Rying out of an upperRoor window of Peachtred®lazaand plummetingto the streetin Sharky®Machine, Tom
Hankstalking aboutlife beingabox of chocolatesn oneof Savannats®amedsquaresn ForrestGump arejusta
fractionof themoviesfeaturingGeogia. Evensomeof the mostfamedtelevisionproductionssuchasin the Heat
of the Night, TheDukesof Hazzad andthe EmmyAward-winningHBO blm Warm Springs(on PresidenEranklin
Delano Roosevelt) were bImed in the state.

Kentucky

TheKentuckyFilm Ofpbceis responsibldor marketingthe stateto the blm, television,andadvertisingndus
tries’* Towardthis goal, the ofbcehasinitiated a numberof stepsto promotethe stateasa bIming destination,
includingavisit to Californiaby GovernorErnieFletcherin August2005to discusswith Hollywood producerand
studioofbcialsthekind of measureghe statewould needto initi ateto attractmoreproductions.Giventhe promk
nencelouisianahasreceivedasoneof the premiermoviemaking destinationsn the countryin theaftermathof its
2002 incentive legislation, there is discussion in Kentucky to introduce similar legisfation.

In the interim, Kentucky currently offers a salestax rebateprogramwhich provideseligible motion picture
andtelevisionproductioncompaniesa refundof Kentucky®6 percentsalesandusetax on expendituresnadein
connectiorwith theproduction.Accordingto the PiIm ofbce aneligible productionincludesfeature-lengtimotion
picturesintendedfor theatricalreleaseor for exhibition on national televisionby a network or throughnational
syndicationpr televisionprogramghatwill serveasapilot for, or beasegmenof, anongoingdramaticor situation
comedyseriestelevisedon a networkor throughnationalsyndication. Someof the typical qualibedexpenditures
includeaccommodationsneals productiorequipmententalsandpurchasesetconstructiorandriggingmaterials,

production ofbce equipment rentals and purchases, utilities, and prop and wardrobe rentals and purchases.

TheBluegrasstatehasbeenthelocationfor moviesgoingbackdecadesuchasTheKentuckiamnd Raintree
Countyin the 1950s,Goldbngeiin the 1960s,Steeland Coal Miner@ Daughterin 1980alongwith suchmoviesas
A Leagueof Their Own, Trafbc,Black Beauty Stripesandmorerecently Seabiscui{2002),Elizabethtowr(2005)
and Dreamer:Inspiredby a True Story(2005). Thelatterthreemoviesgenerate@ greatdealof positiveattention
from the media, particularigeabiscuitnd Dreamergiven their links to Kentuckg@toried equine histary

Louisiana

A recurringthemeof this reportis that the increasedcenegy demonstratedy statesacrossthe countryin
offering Pnancialincentivesfor the PIm industryto work in their statesvasspurredoy Louisiana€actionsearlier
in this decade.As mentionedat the outset,LouisianaRepresentativSteveScaliseshepherdethe Motion Picture
IncentiveAct of 2002sothathis statecouldactivelyrecruitblm andtelevisionproductiongo the state. Eversince
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Louisiana€July 2002 efforts to recruit PIm and televisionproduction,the world® largesthigh-tech,high probt,
non-pollutingindustryin the world after Silicon Valley, morethan 36 stateshavefollowed the Louisianamodel
andenactedheir ownincentivelegislation. Then,in 2005,Louisianafurtherrevisedits legislationwith additional
incentives provided to not only the motion picture industry but the video game and music industries too.

In Louisianathe Ofbceof EntertainmenindustryDevelopments thepublicagencywithin thestate€Depart

mentof EconomicDevelopmenthatservesasthe conduitfor informationandprovidesassistancé PIm andtele-
vision producersn thestate” Louisiana§incentiveprogramwasdesignedvith the goal of encouragindIm and
video productionin the state;expandingemploymenbpportunitiesfor Louisiana€technicalcrew andtalent;and
supportingheuseof Louisianaequipmentindservicegelatedto bIm andvideoproduction. Louisiana§incentive
package covers the following areas and has been termed the Omost gémnerbeis@untry:

Investor Tax Credit: If thetotal baseinvestmenis greateithan$300,000gachinvestoris allowedatax creditof 25
percentof the baseinvestmenimadein the state. If the entirecreditis not usedin the yearit wasearnedany
remaining credit may be carried forward and applied against income tax liabilities during the next 10 years.
LaborTax Credit: The production company isentitled to an additional tax credit of 10 percent of the amount spent spe-
cibcally on payroll for Louisiana residents employed on the set. However, asin many other states, an individual
whose salary exceeds $1 million will be excluded from a calculation of the total payroll for credit eligibility.

OnJunel9, 2007,HouseBill 936wasapprovedl04-0by the Houseof Representative®.This bill soughtto

moreclearlydebnd_ouisiana§motionpicturetax creditprogramandwassponsoredh reactionto recentproposals
by moviestudioprojectsthatappeare®tde seekinghetax creditsfor ambitiousreal estatedevelopmentthanfor
actualmoviemakingacilitiesin Louisiana.Orhisbill restrictsapprovalbf infrastructurecreditsto facilities directly
relatedo bIm,videoandtelevisionproductionandRepresentate SteveScalisethesponsonf theoriginalmotion
picturecreditlegislation,addedanamendmenstatingthatwhentheLegislaturecreatedheinfrastructurecredits,it
Odidhotintendfor developerso usethe programfor hotels housing retail shoppingcentersgolf coursesandother
facilities that state agencies consider unrelated to PIm production.O

Alongsidetheclearerdepnitionof themotionpicturetax creditprogram HouseBill 936,asspecibedn theJune

22, 2007, Fiscal Note includes the following provisions:

Establishes a cap of $25 million of tax credit for a project;

Provides for multi-use projects and the requirements for earning tax credits;

Permits multi-year periods for applying for tax credits;

Makesthe availability of a total 40 percentcreditfor infrastructureprojectsexplicit andextendshis creditby
one year to January 1, 2009; and

Creates the Entertainmentindustry Developmengund to receivethe existingapplicationfeeswith the Fund
also entrusted with the task of promoting and marketing thesstatetainment industry

Theimportanceof Pnanciaincentivego blmproducerss quickly apparentvhenoneconsidershecomments

of directorDonaldPetriewho completedcimingthe 2006movie JustMy Luckin Louisiana’® Accordingto Petrie,
hesavedhbout20percenbnhisoverallcostshy PImingin thestate asizableamounthatdepbnitelyswaysproducers
in making location decisions.

While movieshavebeenblmedin Louisianafor nearly110yearsNthe1898silentmovie Scenenthe Steam

shipOOlivette J8medin New Orleansremainsoneof earliesimoviesin historyNin theensuinglecadesherehave
beenhundred®f movies televisionseriesandcommercialghathaveusedthe stateasa bIminglocation. Until the
currentraft of incentiveswverelaid outby the state moviesblmedin LouisianafeaturedOvoodo@rincessesangsty
vampirespayouspafRingaccentsbawdyMardi Grascelebratimsandtherestof the LouisianaGothichackdrop®

alongwith Zydecomusic,Cajunspicespo-boysandwichesindjazz. However in theaftermathof the2002incen

tivespackageprofferedby thestate L ouisiana§plmlandscap&asbeentransformedo encompassetsanddesigns
that would have been unheard of previously

For instance L aurel Valley Plantation,a locationjust outsideNew Orleans,usedin both AngelHeart (the

1987thriller featuringRobertDe Niro, Mickey RourkeandLisa Bonet)andInterviewwith the Vampire (the 1994
movie basedon New Orleans-residernne Rice®book with Tom Cruise,Brad Pitt, Kirsten DunstandChristian
Slater)stoodin for Greenville,Florida,in the Oscaswinning movie Ray, the PIm on Ray Charlesfife. Similarly,

thestoryline for the2006comedyJustMy Luckunfoldsin New York City, butthemoviewasblmedalmostentirely



in Louisiana,while the 2004 movie Mr. 3000 (with Bernie Mac andAngelaBassett) aboutan aging Milwaukee
Brewersbasebalplayer waslargely bPImedin Louisiana. Eventhoughtheplot for Big MommagHouse2 develops
in OrangeCounty California, themoviewason location inSoutherrCalifornia foronly threeweekswith thearea
in and around New Orleans was the shooting location for eight weeks.

Maryland

While Maryland®connectiongo the movieindustryspanalmosta century it wasthe contributionsof noted
directorsand Maryland-nativeslohnWatersand Barry Levinsonin the 1970sthat resultedin numerousmovies
beingshotin the statefrom thatperiodthroughthelate 1990s(suchasPink Flamingosin 1972;FemaleTroublein
1974;TheSeductiorof JoeTynanin 1979;Moletsare Bluein 1986;Homefor the Holidaysin 1995andfor Richer
or Poorerin 1997). Thesemovieswereall shotin Marylandwithoutanyincentivesor rebates® However asnoted
previously statedike Louisianainitiated an aggressiveeampaigrto pursuemoviemakersBusinessaround2002,
resultingin stateswithout specibdncentiveprogramsNlike MarylandNexperiencinga dropin PIm production.
The bnalstrawfor Marylandwaswhenthe blockbusteDisney bIm Annapolismovedproduction,alongwith an
estimatedb10 million economicimpact,to Philadelphiabecausef a lucrative tax credit offered by the stateof
Pennsylvani&®

In responsethe Maryland GeneralAssemblyand then-GovernoEhrlich actedin concertduring the 2005
legislativesessiorto introducea seriesof incentivesto attractmovie makersto the state. Specibcallythe state
approved4million in wagerebatedor movies televisionandcommercialdlmedin Maryland. Underthisformat,
aproductioncompanycanclaim 50 percenin rebategor the brst$25,000paidto anemployeesarningessthan$l
million. Estimatedor theinitial yearindicatedthatthe$4 million investmentmadeby the statespurreds65million
in local spending by production companies, a signibcant rate of return by any standard.

Duringthe2007legislativesessionGovernoroOMalleyroposea budgethatincluded$6.9million, or level
funding,for bscalyear2008. While theSenatéeft thegovernofdfundingrequestintact,theHouseproposedutting
it to $4 million.®* HowevertheHousepassedbill unanimouslythatlifted the$2 million-per-blmcapontherebate
program and tied the formula for rebates to production costs, as opposed to employee wages.

Accordingto the MarylandFilm Ofpce,incentivesofferedby the statecurrentlyin placecomprisetwo main
types;productioncostrebatesindstatesalesaxexemptions? An eligible productiormustbenationallydistributed,
incur at least$500,000n total directcostsin Marylandwith atleast50 percentof the production©PIming occur
ring in the state. The othermajorbenebtategoryinvolvesexemptionfrom the 5 percenttatesalegaxfor eligible
feature, television, cable, commercial, documentary and music video projects.

While the earliestknown narrativemovie (silent) Pimedin MarylandwasA Child of the Regimenin 1910,
therehavebeena surfeitof moviesblmedin the statesincethenincluding AbsolutePower (with Clint Eastwood
in 1997); AccidentalTourist (with William Hurt, KathleenTurnerand GeenaDavisin 1988); Avalon (directedby
BaltimorenativeBarry Levinsonin 1990); Beloved(with OprahWinfrey in Toni Morrison®highly praisednovel
adaptationn 1998); TheContende(2000);Desperatd. iving (with BaltimorenativeJohnWatersin 1977);Enemy
of the State(with Will Smithin 1998);Guarding Tess(with ShirleyMacLaineandNicholasCagein 1994);Ladder
49 (with JohnTravoltaand JoaquinPhoenixin 2003); Minority Report(with Tom Cruisein 2002); No Way Out
(with GeneHackmarandKevin Costnelin 1987);Sleeplesg Seattlgwith Tom HanksandMeg Ryanin 1993);St.
ElmoéFire (the 1980sclassichimedat the University of Maryland,CollegeParkin 1985); Sumof All Fears(with
Ben Aff3eck and Morgan Freemanin 2002); Syriana(with Geoge ClooneyandMatt Damonin 2005); Tin Men
(anothemBarry Levinsonclassicin 1987); True Lies (with Arnold SchwarzeneggeandJamielLee Curtisin 1994);
and Wedding Crasherg¢bimed on the Eastern Shore with OWiitson andvinceVaughn in 2005%

As indicated,therehavebeenmany moviesandtelevisionproductionshimedin Marylandbut the four top
productionsgeneratinghe greatestamountof revenuefor the stateare The Wire (the HBO seriesfeaturingthe
Baltimoredrugscenesviewedfrom theperspectivef drugdeakrsandlaw enforcemenbetweer2002and2006);
Ladder49 (the2003/200Disney/TouchstonenoviefeaturingJohnTravoltaandJoaquinPhoenixasBaltimorebre
Pghters);TheMsiting (a WB/Silver Picturesblmedin 2006);and,Gods& Generals(the Ted TurnerPicturesepic
movie of theAmerican CivilWar PImed in 2001%
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Mississippi

As in somanyotherstatestherewaspressuréuilding in Mississippito enhancehe incentivesavailableto
attractmore Pimmakerdo the state. Consequentlyin 2004,the Legislaturepassedandthe governorsignedinto
law the Mississippi MotiorPicture IncentiveProgramthatprovided a series of incentives PImmakerslongside
creatingamoresupportiveenvironmenfor bImingin thestate®® In thelight of additionalpressureguringthe2007
session, the state supplemented the incentives granted in 2004 in the following manner:

» Production Rebate: A companyshootingNbIms,televisionseries documentariesr commercialss entitledto a
rebatethat includesall productionexpendituresncurredin Mississippi(including payroll) of 20 percenton
spendingup to $1 million, 25 percenton spendingfrom $1 million to $5 million and30 percenton spending
over $5 million.

» Wage Rebate: In addition,a productioncompanyis entitledto a 10 percentrebateon the payroll paidto out-of-
statecastandcrewwhosewagesaresubjectto Mississippiwithholdingtaxes;f their salaryis lessthan$1 mil-
lion.

»  Sales Tax Exemptions and Reductions: A numberof items(including PIm, videotapemakeupetc.)areexemptfrom the
state€)7 percentsalesandusetax while additionalitems (including audio,cameragditing andlighting equip
ment etc.) are calculated at the reduced state sales and use tax rate of 1.5 percent.

Along with the incentives expertsin the movie industrycite the needfor the stateto devotemoreresources
to workforcetraining andgreatertechnicalcapacity(suchasa soundstage)to attractmore PImmakergo Missis-
sippi® Forinstancefrom a high of 10 productionsn 1999,the statesawa single PIm madein 2006;prior to the
2007incentiveOsweetenerso televisioncommercialandthreepimstook advantagef the 10 percentaxrebate
since 2004.

Mississippi®linksto theindustryremainvery lengthy andthe brst known movidlmedin the statewasThe
Crisisin 1916. Sincethen,therehavebeenanumberincluding Showboa{1949);BabyDoll (the 1956Elia Kazan-
directedandTennessewVilliams written classicwith Karl Malden,Carroll BakerandEli Wallach); TheAutobiog
raphy of Miss JanePittman (in 1973with Cicely Tyson); MississippiBurning (in 1988with GeneHackmanand
Willem Dafoe); A Timeto Kill (basedon the JohnGrishamnovelin 1995with Matthew McConaugheySandra
Bullock, SamuelL. JacksonKevin Spacey Donald and Kiefer Sutherlandand Ashley Judd); My Dog Skip (in
1998with DianeLaneandKevin Bacon);Cookie§Fortune(in 1998with GlennCloseandJulianneMoore);andO
Brother Whee Art Thou?(the 1999 movie depicting 193Mississippiwith Geoge ClooneyJohnTurturro, John
Goodman and Holly Hunter).

Missouri

TheMissouriFilm Ofpbce createdn 1983aspartof the JefersonCity-basedMissouriFilm Commissionywas
movedto the University of Missouriat Columbiain 2006. Along with luring PImmakerdrom acrosshe country
to work in the state the ofpcewill now haveaccesdo the resource®f the university suchasthe new programat
the College of Engineering focusing on media engineering, PImmaking and digital &diting.

Missourihasanincentiveprogranto attractelmmakershroughits Departmenof Economiddevelopmentand
ablmproductiorcompanymayreceivestatancometaxcreditsupto 50percenpf thecompanyéexpenditures the
makingof a PImin Missouri. While thesetax creditsmaynotexceedb1 million perproject,aneligible production
companymustspend$300,000or morein the statein the form of paymentgo Missouricompaniesprganizations
or individualsin themakingof the PlIm. Thetax creditsmaybeappliedby the original recipientagainsta statetax
liability, ortheymaybesoldor transferredo anothetaxpayemandappliedby thetransfere@gainssuchtaxliability .
The creditsmay be usedfor the tax periodduringwhich they areearnedpr may be carriedforwardfor up to bve
additional tax periodsThe stateentire bIm production tax credit program is capped at $1.5 million pe®year

The Missouri Film Ofbceassistgpotentialproductionunits with their scouting,pre-productionproduction
andpost-productiomeedsalongwith accommodatingproductioncompaniesn the liaison betweengovernment
andotherentities. In addition,the ofPcehasanextensivenetworkof local PIm commissionsandofbcesscattered
throughouthe stateto assistproductioncompanies.In 2005,the ofbcemanagedo recruit 168 productiongo the
state ranging from full-length feature bPIms to television commercials.

Amongthe manyfeatureblmsthathavebeenshotin Missouriare EscapeFrom New York (the 1981 classic
PImedin Chainof RocksBridgeandSt.Louiswith Kurt Russelll eeVanCleef,ErnesBorgnine,DonaldPleasence



andlsaacHayes);Hail, Hail, RockONRoll: TheChuckBerry Story(1987movie on the Missourinative Plmedat

the Fox Theaterin St. Louis); Hoop Dreams(1994); KansasCity (1996 bIm by KansasCity-nativeandlegendary
director RobertAltman); King Of The Hill (1993 directedby StevenSoderbegh); National Lampoor€vacation
(1983with ChevyChase)PaperMoon (1973with Ryan OONeallatumOONeahndMadelineKahn bimedin St.

JosephMissouri);Planes,Trains & Automobileg1987with SteveMartin andJohnCandy);TomSawyer(the1973
musicalPImedin Arrow Rock,Missouri)alongwith numerousthertelevisionproductionsanddocumentariesuch
as the Get Your Kicks on Route 6&nd Truman the HBO documentary).

North Carolina

In 1980,then-NorthCarolinaGovernordimHuntcreatedheNorth CarolinaFilm Ofbceto expandheindustry
in the stateandappointedBill Arnold to headthis ofpce. In late 2006,after 26 yearsat the helm of the ofbceand
afteroverseeingnorethan800featureblms,14 televisionseriesjnnumerablecommercialsandover$7 billion in
estimatedevenue$rom all productionsMr. Arnold retiredfrom stateemploymen£® While thestatehasagrowing
line-upof PImfestivals,aclearindicationof the state€commitmento theindustry the ofbceworksin partnership
with six localizedbIm commissionsn the Charlotte,Durham,EasternPiedmontTriad, Western andWilmington
regions.

North Carolinais anotherSLC statethathasworkedproactivelyto attractblmmakergo work in the stateand,
onAugust13,2005,GovernorMike EasleysignedSB 622into law to allow North Carolinato competeeffectively
with otherstates. This legislationwasin responséo statedike Louisiana,New Mexico andNew York offering
incentivesto attractthe bIm industry eventhoughsincethe 1980s,North Carolinahadtrailed only Californiaand
New York as the state with the greatest number of productions and the highest direct PIm fvenues.

The 2005legislationapprovedanincentivepackagehatwould returnto producersjn a combinationof tax
creditsandcashrebates15 percenbf whattheyspendn North Carolinaon qualiPed,Im projects. Unfortunately
dueto aquirk in thestate§taxlaw, which requireshatcompanieshatbleastatetax returnmustalsopaythestate®
6.9percentorporaténcometaxontheexpensetheyclaimedto getthecredit,theintendedl5percentreditresulted
in only 8.1 percent. In fact, in 2006,not a singletelevisionpilot (proposechew shows)was bimedat the state®
premierblmdestinationin Wilmington,anunusuatrendfor thestate®* Howeverin August2006,GovernoiEasley
correctedhis glitch andsigneda revisedplm incentivepackagehatwentinto effectin January2007allowing the
state€PIm incentivesto revertbackto theirintendedl5 percentlevel 22 ExpertsmaintainthateventhoughNorth
Carolinadil5percenincentivepackagenightbelowerthantheamounbfferedby otherstategLouisianaandSouth
Carolina,for instance) the statecompetesrery stronglyvis-"-vis theseother stateshecauseat hasanimpressive
rosterof professionamovielots andanexperiencearewbase;consequentlyproductioncompaniesiaveto bring
in fewer crew and equipment from California, a fact that lowers overall production costs.

Along with suchbenebtastheability to portrayexoticanddiverselocations;experiencedrews,with more
thanl1,500professionatechniciangndcraftspeoplatatewideimpressivenfrastructurewith six productiorcenters
and28 full-size soundstagesnorethananyotherstateexceptCalifornia;strong,industry-testedeputationhaving
hostednorethan800featurebImsandl4televisionseriestempeateclimatewith four distinctseasonthatgenerate
greenerycolorful foliageandsnow;daily directRightsto andfrom LosAngeles New York andEuropefrom major
airportsacrosghestate aright-to-workstatewelcomingunion,non-uniorandmixedproductionsandtheassistance
of abIlmofbcethathasworkedwith differentproductioncompaniedor decaded\North Carolinacurrentlyprovides
the following Pnancial incentives to the industry:

E A productioncompanyspendingat least$250,000n North Carolinaon a motion pictureor televisionproduc
tion is eligible to receivea refundabletax credit of 15 percenton in-statespendingfor goods,servicesand
labor;

E While companiesarningthe creditreceivea checkfor thefull valueof their refund,the eligible PIm produc
tionsincludetheatricaltelevision,anddirect-to-video/DVDfeatues,episodidelevisionseriestelevisionmini-
series, animation productions, and commercials;

E Eventhoughthe maximumtax creditfor a featureblm productionis $7.5million, spendingfor goods(fuel,
food, airline tickets etc.) purchased or leased from a North Carolina business is eligible for the tax credit;

E Spendingor servicesduringthe courseof productionis eligible for thetax creditregardles®f whetherpaidto
residents or non-residents, as long as the services are performed in North Carolina;

E Compensatiomndwagespaidto employeedor servicesperformedin North Carolinaareeligible for the tax

creditNregardless of resident statusNprovided they do not receive compensation in excess of $1 million; and
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E A reducedOprivilegaaxQof only 1 percent(the currentsalesandusetax is 4.25percentjalsois availablefor
PIm production-related purchases made in-state.

As notedearlier the state§reputatiorasan extremelypopularblmingdestinatiorin the pastfew decade$as
resultedn hundred®f moviesbeingblmedin thestate.Forinstancethe1993HarrisonFordandTommyLeeJones
movie TheFugitivewasbImedin westerrNorth Carolinain JacksorCounty while thecastandcrewof 19926l ast
oftheMohicangfeaturingDanielDay-LewisandMadeleineStowe)spentl1 monthan theBlue RidgeMountainsof
North Carolina(mostlyin Asheville)andgenerate@bout$70million. Then,the1987classicDirty Dancing(with
JenniferGrey, PatrickSwayzeandJerryOrbach)wasbIimedmostly at Lake Lure in westernNorth Carolinawhile
the 1988sportsclassic,Bull Durham starringKevin Costner SusarSarandorandTim Robbinsfeaturedanumber
of North Carolinalocationstoo: Asheville,Burlington,Durham,Greensbor@andRaleigh. The PeterSellersclassic,
BeingThere wasblmedin Ashevillein 1979andthe 2003Academy-Avardwinning movie Two Soldiers basedn
ashortstoryby William Faulknerwaspblmedin EastBend,Elkin, Winston-SalenandYadkinville, North Carolina.
In 2007 ,aproductionin progresss Nightsin RodanthebasedntheNicholasSparksovel,featuringRichardGere
andDianelLane,whichis beingmadein Wilmington andthe OuterBanksarea. Also, the 1920sfootball romantic
comedymovie LeatheheadsfeaturingGeoge ClooneyandRenZeZellwegerwas blmedin Charlotte,Statesville
and Greensboro.

Oklahoma

In Oklahomathepromotionandgrowthof thebIm, televisionvideo,andmusicindustriedieswith thestate®
Film & Music Ofbce astateagencythatwasestablishedn 1979% Theofbceprovidesarangeof serviceso bIm-
makers both contemplating and working in the state.

Evenbeforethe well-known Louisianaincentivepackagehathasgeneratedo muchpblm industryinterestin
the statewasenactedaneffort wasmadein 2001to establisha PlIm rebateprogramin Oklahoma.At thattime, the
programwasnot fully fundedandduringtheheightof the statebscalcrisisthatsweptacrosghecountry in January
2004 theprogramwassubsequentlgeleted.Thestatusquochangedn May 2005whenthe Oklahomal_egislature
passed three bills (HB 1547; HB 1716; SB 877) designed to bolster bIm production in the state.

Accordingto the OklahomaFilm & Music Ofpbce,the state€currentcrop of incentivesto the bPIm industry
may be divided into four main sections and includes the following features:

»  Oklahoma Film Enhancement Rebate: The rebateprogramcurrentlyis fundedup to $5 million peryearandprovidesa
rebateof upto 15 percentof Oklahomaproductionexpenditure$o companiegbIlm, televisionandcommercial
productions)PIming in the state. During the 2007 legislativesessionthe LegislaturepassedsB 623 which
loweredtheminimumbudgetrequiredto participaten thisrebateprogramfrom $2 million to $500,00¢* Prior
to this legislativechange a companywasrequiredto havea minimum budgetof $2 million andspend$1.25
million in thestateto qualify. In additionto loweringtheminimumbudgetrequirements$SB 623alsoallowsfor
theinclusionof someadditionalqualifying expendituresuchassalariedor cast,produceywriter anddirector
if those salaries are paid to Oklahoma companies.

»  Construction Tax Credit: This featureprovidescompaniesuilding productionfacilities in Oklahomastateincome
tax creditsrangingfrom 10 percenbn a minimum$500,000constructiorprojectto 25 percenfor projectsover
$1 million.

»  Reinvestment Tax Credit: Oklahomataxpayeravho investin bPIm or musicprojectsproducedn Oklahomaareen
titted to a25 percenincometax crediton probtsmadewhenthoseprobtsarereinvestedn anothefImor music
project produced in Oklahoma.

» Sales Tax Exemption: Anotherbenebtoffers point of purchasg POP)tax exemptiois to qualibPedproductionson
salestaxespaid for propertyor servicesusedin productions. While the state€currentsalestax is 4.5 percent,
localtaxeswhichvaryfrom city to city andcountyto county averagédetweer8 percenand4 percent.Though
thereis no minimumbudgetor expendituregequiremento takeadvantagef thisincentive thePOPtaxexemp
tion cannot be used in conjunction with the 15 percent rebate.

Oklahoma€associatiorwith the PIm industry datesbackto the early daysof the industryand,in 1925, the
movie WId Westwas PImedin PoncaCity. In subsequentlecadesa hostof moviesrangingfrom Grapesof
Wrath (in 1940in SayreandMcAlester),AroundtheWbrld in Eighty Days(in 1956in Lawton),Dillinger (in 1973
aroundEnid, Nashand OklahomaCity), TheOutsiders(directedby FrancisFord Coppolain 1983aroundTulsa),
RainMan (the acclaimedl988Barry Levinsondirected-moviewvith Tom CruiseandDustin Hoffmanin El Reno,



Guthrie,OklahomaCity andHinton), Twister (in 1996with HelenHuntandBill Paxtonin a numberof locations
includingWaurika,Wakita, PoncaCity, PaulsValley, Norman,Maysville andGuthrie),Phenomenofin 1996with
JohnTravolta,Kyra Sedgwick ForestWhitakerandRobertDuvall PImedaroundTulsa)andSurveillancgin 2005
in Oklahoma City andulsa) all have been shot in the state.

TheOklahomabIlm, Four Sheetso theWind, wasselectedor participationatthe2007Sundancé&ilm Festival
whereit wasnominatedor a GrandJury Prize;the PImwenton to win a SpecialJury prizefor BestActress.As a
directresultof therevisionspassedn SB 623,two featurePIms,Splinterand Ivory Trade, arescheduledo begin
PIming in the OklahomacCity areain July 2007 with a possiblethird featuretargetedfor OklahomabIlming in
October®

South Carolina

In May 2005, SouthCarolinaGovernorMark SanfordsignedH.3152into law, signalingthat the executive
andlegislativebranchesn the statewerecommittedto pursuingbIm andtelevisionproducergo work in the state.
While thestatealreadyhadagrowingreputatiorasanideallocationin theindustry thepresencef theseaggressive
incentivesfurtherenhance@outhCarolinaattractivenesso producers?® Effective July 1, 2006,SouthCarolina
further enhanced its incentive package to bIm and television productions with the following in¢éntives:

E Film productionsn SouthCarolinamay receivea cashrebateof up to 20 percentof employeewagesandan
additionalcashrebateof up to 30 percentof supplierexpendituresf theyspendatleast$1 million in the state.
While the 20 percentwagerebateappliesto any employeeof the productionwhosewagesare subjectto the
state€withholdingtax andlessthan$1 million, the 30 percensupplierrebateappliesto all goodsandservices
acquiredby the productioncompanyfrom a SouthCarolinasupplierandon certainout-of-stateexpensesuch
as camera rental, PIm stock, and special equipment vendors still developing in the state;

E All bimandtelevisionproductioncompaniespendingover$250,000n SouthCarolinaareexemptirom sales
and accommodations taxes and are eligible to use state properties location fee-free; and

E If acompanysetsupamotionpictureproductionor post-productioriacilityNwith aneligible minimuminvest
mentin the facilityNthe companymay claim anincometax creditof up to 20 percentfor the constructioror
conversionpr equipping,or any combinationof theseactivitiesof the facility. While total creditsclaimedby
all taxpayersunderthis categorymay not exceed$5 million in a singlequalibedfacility, unusedcreditmay be
carriedforwardfor the next15 succeedingaxableyears. In addition,the creditscumulativelycannotreducea
taxpayefd income tax liability by more than 50 percent for a given.year

The2006incentivepackageyuickly elevatedsouthCarolinato rankamongthemostaggressivén thecountry
in termsof luring PIm, televisionandcommercialproductions.In particular the stateoffering a cashrebate paid
to the productioncompanywithin 30 daysof the Pnalaudit,standsn contrasto the practicein otherstatesvhere
tax creditsor tax refundsentaillong waiting periodsandemployingbrokers. Anotherstriking featurein the South
Carolinaprogramis thefactthatit is the only statethatreserveshe estimatedebatefundsfor aproduction. South
CarolinaalsoprovidesstatePImmakerswith grants(up to $100,000each)from the SouthCarolinaFilm Produe
tion Fund,a fund createdo developcollaborativeprojectsin bIm, video,andmultimediabetweerprofessionalén
motion picture-related industries and institutions of higher learning in South C&folina.

SouthCarolinaassociatiowith the PIm industryis extensiveandwhenGovernorSanfordsignedthe 2005
incentivepackagento law hedid thatonthedeckof theU.S.S.Yorktown,thesceneof theAcademy-Avardwinning
documentary TheFighting Ladyandnumerousnotionpictures(Tora! Tora! Tora!; Apollo 8; and many World War
Il andVietnam-eranovies). In addition, TheNotebook Radio; TheBig Chill; Cold Mountain,Daysof Thunder;
ThePrinceof Tides; Die Hard with a VengeanceforrestGump; ThePatriot; and TheLegendof Baggervanceare
afractionof thefeaturebimsthathavebeenshotin SouthCarolina,while C.S.SHunley andNorth and Southare
some of the television productions bPImed in the state.

Tennessee

Createdin 1979, the Tennesse&ilm, Entertainmentand Music Commissionoperateswithin the ofbce of
the governorto attractanddevelopbIm, television,video, cable,commercialandmusicproductionto the state®
This statewideofbceworkscloselywith theregionalbPlm comnissionsin ChattanoogdylemphisandNashvilleto
promote the state to the PIm industry
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Tennessewasoneof theearlieststatego offer economidncentivesfor PImproduction(1994),adevelopment
thatledto ahostof PIms,including21 Gramsand TheGreenMile, beingblmedin the state. More recently during
the 2006legislativesessionRepresentative3ohnDeBerryandHarry Tindell in the Tennesse&eneralAssembly
madeaneffort to furthersweetertheincentivesavailableto the Pimindustryandenhanceheindustry®impacton
the stateeconomy® Tennesseeurrentlyhasa $20million fund for rebatesanda headquartereelocationrefund
plani®® As of May 1, 2007Tennesses@ncentives to the bPIm and television industry comprise two main parts:

E The stateoffers a 13 percentrebatecalculatedon qualibedbelow-the-lineproductionexpendituresncurred
within a 12-monthperiodin the state. To qualify for this rebate if the companyis headquarteredutsidethe
state it mustincur atleast$500,000n expenseshutif the companyis headquarteredithin the state,it must
only incur $200,000in expensesAn additional2 percentrebat is availableto thesecompaniesf atleast25
percentof the castand/orcrew are Tennesseeesidents. Yet, anotherrebateof 2 percentis available(up to a
maximumadditionalrebateof $100,000)if the productioncompanyspendsat least$20,000during post-pre
ductioneitherin the acquisitioncostsfor musiccreatedby Tennesseeesidentor for recordingmusicin Ten
nessee. Hence, in totdknnesses@ebate program could potentially add up to 17 percent.

E Tennesseeffersa 15 percentrebateon qualibedexpense# the productioncompanyis headquartereih the
state and the companyr its subsidiaryincurs at least $1 million qualibed expenses in the state.

TennessebkasbeerthebIminglocationfor alongline of moviesstretchingasfarbackas1923whenTheHuman
Mill wasbImedin Franklin, Tennessee Sincethen,hundredsof movieshavebeenblmedin the stateincluding
Walk the Line; Hustleand Flow; 21 Grams; TheClient; TheFirm; ThelLastCastle;CastAway; The GreenMile;
U.S.Marshalls; TheRainmakerWag the Dog; Silenceof the Lambs;Daysof Thunder;Blaze;GreatBalls of Fire;
ORound Midnighhd Walking Tll.

Texas

Therehasbeena pushin Texasfor someyearsnow to enactiegislationto providemoreincentivesto the bIm
industry This effort percolatedn the TexasLegislatureduringthe 2005legislativesessionanda bill waspassed
to initiate a bIm incentiveprogram;however it wasneverfully funded!®? The effort (entitledthe MovingImage
IndustryIncentiveProgram) wasrevivedin the current2007 sessiorandHB 1634,sponsoredy Representative
DawannaDukes,passedhe Houseoverwhelmingly;SenatorRobertDeuell sponsoredhe companionbill in the
Senate (SB 782).

Accordingto the TexasFilm Commissioneffective June7, 2007, Texas®oving Imagelndustry Incentive
Programwill offergrantsequalto 5 percenof productioncompanyin-statespendingincludingwagegaidto Texas
residents® While grantswill beavailableto featurestelevisionprogramstelevisioncommercial@ndvideogames,
fundingfor the programwill not be availableuntil Septembetf, 2007. However projectsmadeafter June7 may
apply for grants, which will be payable after September 1.

Basedonthe June2007incentive qualifying criteria, deast80 percent othe production musbe completed
in Texas,atleast70 percentof thetotal numberof crew castandextrasmustbe Texasresidents.In addition,each
projectmustexpendaminimumof $1 million for featureproductionor televisionprogramgfor episodicseries$1
million perseasonin in-statespendingandaminimumof $100,000n in-statespendindor televisioncommercials,
seriesof commercialsandvideo games. Thesespendingevelswill qualify the productionsfor maximumgrant
amountf $2 million for featureproduction $2.5million for televisionprogramgfor episodicseries$2.5million
per season), $200,000 for a commercial or series of commercials and $250,000 for video games.

In addition,the programwill provideadditionalgrantamountsfor productionin underuse@reasdebneds
anypartof Texasotherthanthe metropolitanareasf Austin andDallas. Projectghatcompleteatleast25 percent
of their total productiondaysin theseareasmay receivea grantamountingto an additional1.25 percentof total
in-statespending.(Theadditionall.25percentappliesto spendingn all areasof Texasandis notrestrictedto the
underused-area spending.)

In termsof thewageportionof productioncoststheprogrammandatesalarycapso thefollowing limits: only
the brst$50,0000f eachTexasresident€salarywill beincludedin the grantcalculationfor featurespon-episodic
television,commercialsandvideogamesandonly the Prst$100,0000f eachTexasresident€salaryperseasomill
be included in the grant calculation for an episodic television series.



Theimplementatiorof Texas@®centiveprogrampassedn June2007hasnotaffectedotherprogramsoffering
Pnanciabenebtgo bIm, television,video andgameproduction. Producerareexemptfrom 100 percentof state
andlocal salestaxeson mostitemsandserviceshoughtor rentedfor directusein production. In addition,hotel
roomsoccupiedfor morethan30 consecutivalaysareexemptform the 6 percentstateoccupancytax, retroactive
tothebrstday Fueltaxthatwaspaidfor fuel usedoff-road(asin generatorsr boats)mayberefunded.And, after
Septembed, 2007,state-ownedocationswill be availablefor bPIming on a fee-freebasis[HouseBill 374 passed
during the 2007 session, authored by Representative Joseph Pickett].

Furthermorebackgroundnformationrelatedto HB 1634notesthatwhile Texashasa bPnereputatiomation
ally andinternationallyasa preferredblminglocationfor a numberof reasongtechnicalcrews,diverselocations,
PIm equipmentandmild climate),in the lastdecadevhenpbnancialincentiveshaveloomedasa major factorin
companieslecidingwhereto blm, Texashasexperiencedomesetbacks.Since2004,the TexasFilm Commission
hastracked32 projectsthat researchedexasbut ultimately choselocationsin statesor countriesthat provided
incentives.Accordingto the Film Commissionthose32 projecs would havebroughtapproximately$327million
in direct spending and 4,500 jobsTexas.

While therehavebeenin exces®f 1,500projectsthathavebeenmadein Texassincel910,anotablemention
isthemovieWingsbIimedin SanAntonioin 1927 thebrstbimto win anAcademyAwardfor BestPicture.A review
of themoviesmadein the statequickly revealssomeof theindustry®luminariesincludingthe Elia Kazan-directed
Viva Zapata! (1951); The Alamo (1959 movie directedby JohnWayne); Giant (1955); Hud (1963); Bonnieand
Clyde(1967); TheLastPicture Show(1971); The ThiefWhoCameto Dinner (1972); The Getaway(1972); Benji
(1973);SugarlandExpress(1973); The TexasChainsawMassace (1973);Urban Cowboy1979); TenderMercies
(1981);Blood Simple(1982);Placesin theHeart (1983); TheTrip to Bountiful (1985);RoboCop(1986); TermsOf
Endearmen{1983);Born on the Fourth of July (1988); Heartbreak Hotel (1988);Lonesomédove (1988); Flesh
andBone(1992);JFK (1991); WhatéEating Gilbert Grape(1992); Waiting for Guffman(1995);Michael (1996);
Rushmoe (1997); Boys Don®Cry (1998); OfbceSpace(1998); the SpyKids trilogy (2001-2003); The Rookie
(2001);Secondhandions (2002);Disney®TheAlamo(2003);the brstandsecondseasonsf NBC@Friday Night
Lights(2006-2007)thesecondandthird seasonsf Fox@PrisonBreak(2006-2007)andPaulThomasAnderson®
There Wil Be Blood(2007).

In closing,the TexasFilm Commissiomotesthatthe state€extremelycompetentlm crewsremainoneof its
strongesassets.The Commissiorgoeson to statethaton mostfeaturesshotin Texas,75 percento 80 percentof
thebelow-the-lingobsareblledby Texansanimportantfeaturethatenablesheproductioncompanyto cuthousing,
transportatiorand per diem costs. The presencedf very vibrant regionalblm commissionsn Austin, Amarillo,
Brownsville, Dallas,El PasoHouston,SanAntonio and SouthPadrelslandremainsanotherfeatureboostingthe
PIm industry in the state along with théoefs of the statewid&exas Film Commission.

Virginia

TheVirginia Film Ofpce(VFO), adivision of theVirginia TourismCorporation seekgo promotebIm, cable
televisionandvideo commercialproductionin the state'®* In aneffort to competewith otherstatesin attracting
movie production beyondoffering the state€ability to effectively portrayWashingtonD.C. andprojectscentered
on historic themes he Virginia GeneralAssemblyapprovedan appropriationto the governof Motion Picture
OpportunityFundin 2006. HowevertheVFO maintainghatof all thestateswith incentiveprogramgor themotion
pictureindustryonly VermontofferslessthanVirginial® Accordingto thisreport,theVirginia GeneraAssembly
made a one-time appropriation of $1.25 million a few years\4go® current budget is $700,000.

At the governof3 discretion, this performance-basebhcentive programprovidesa cashrebateto movie
producersonce certaintargetsrelatedto length of bIming, job creation,traineeshired and goodsand services
purchasediremet. In addition,mostof the expenseséncurredin the purchaseof production-relateguppliesor
equipmentareexemptNat the time of purchaseNfromVirginia@5 percentsalesandusetax. Also, a production
companycrew stayingin a Virginia hotel or motelfor at least90 dayswill be exemptfrom payingthe state€5
percentsalestax ontheir entirestay Mostlocal governmentslsowill exemptproductioncrewsstayingin hotels
andmotelsfrom thelocal salestax aftera stayof 30 daysor more. Furthermoresomestate-ownedocationsare
providedfreeto productioncrews. For instance a state-owne®5,000-square-foaifbcebuildingNwith 30-foot
ceilingsin somesectionsNinRichmonds availablefor ofPceandproductionspacewithoutafee. Finally, the Film
Ofbce will negotiate other free or low-cost locations resulting in signibcant savings to the production crew
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Virginia hasa rich history of PIm productionswith a notablecollectionof bIm festivalsat locationsaround
thestate. At thelocallevel,anumberof bPIm liaisonsat variouscounties citiesandlocalitieshavebeentrainedto
assistImmakersvith their projects. Thestate§rollectionof movielocations spanningts 400-yeathistory, makes
a compellingcasefor PImingin Virginia for movieswith a historic bent. Consequentlyirginiawashonoredin
July 2006by ProductionUpdateMagazineasoneof the 10 beststatedor PImingbecause®f its people hospitality
charmandproximity to WashingtorD.C. VirginiaBreputatiorasanextraordinarylacefor PImproductionwasalso
conbrmedy MovieMakeMagazinevhenCharlottesvillevasrecognizedor its thriving independenblm commu
nity in 2005, and Richmond was ranked one of the top cities in the nation for independent PImmaking in 2004.

Virginiais amajorproductiorsitefor theshootingof commercialdor majorcorporationgsangingfrom Norfolk
SouthernMercedesBenz,Nike, Ford,Philip Morris USAto Seikorecently It alsois amajorsitefor shootingtele-
vision serieg TheWestWing, Commandein-Chief) anddocumentariefGeoge Washington:Man of Decisionand
the NationalGeographic€XheHuntfor JohnWlkesBooth. Finally, the statehasbeenthelocationfor numerous
featureblmsgoingbackdecade#ncluding EvanAlmighty(with SteveCarell)in 2007;Missionimpossibldll with
Tom CruiseandPhillip SeymouHoffmanandthe Clint Eastwood-directeBlagsof our Fathers bothin 2006;War
of theWbrldsin 2005;GodsandGeneralgwhichresultedn a 75 percenincreasen inquiriesaboutCivil War sites
andtoursin thestate)andCold Mountain bothin 2002;Hannibalwith AnthonyHopkinsin 2000; True Colorswith
JohnCusackblmedin Charlottesvilleand WhatAboutBob featuringRichardDreyfuss,bothin 1990; Broadcast
Newswith William Hurt, Holly HunterandJackNicholsonin 1987;theLouis Malle-directedMly Dinnerwith Andre
PImed in Richmond in 1980 artgiant (featuring Rock Hudson and Elizab&iylor) in 1955.

West Virginia

WestVirginia is anotherSLC statethathasa long historyin the bPIm industrygoing backto 1925whenthe
ParamounPicturesmovieStageStruckwith acastthatincludedGloriaSwansonwasbkIimedin NewMartinsville 106
At thisjuncture theWestVirginia Film Ofbce(WVFO), adivision of theWestVirginia Departmenbf Commerce,
supportanotion pictures televisionprogramsgcommercialsmusicvideos,andotherproductionghatoccurin the
state. One of the importantservicescarriedout by the WVFO for industry ofpcialsis publishing,annually the
productionservicesdirectory This reportconnectgroducerswith WestVirginia@workforceandvendorsin the
industryby includinginformationon bIming guidelinesjnstructionsfor businessegistrationtechnicalandother
support services, accommodations, etc.

WestVirginia offers the following incentives to the motion picture industry:

E By applyingfor a Direct Pay Permitwith the state©Departmenbf Tax & Revenuepurchasesindrentalsin
WestVirginia of tangiblepersonapropertydirectly usedto createandmanufacturanmotion pictures television
programscommercialsmusicvideos,andothersimilar typesof entertainmenpropertiesareexemptfrom the
6 percent sales and service tax;

E Exemptionfrom thestatesalesandservicetax (6 percentiandexemptiorfrom thelocal hotel/moteltax (varies
per region) on lodging stays in excess of 30 consecutive days per person at the same facility;

E An interestingfeatureallows movie companiego be ableto control the Bow of a river for production. This

Riveron Demandfeatureallowsthe productioncompanyto choosebetweerraging,whitewateror calmwaters

andis aservicemadepossibleby thedrawdownof the Summersvilldakeby theU.S.Army Corpsof Engineers

in the Huntington District;

Most state-owned property is fee free, but fees may occur in certain circumstances, including cost recovery;

Discount rates on rental cars are allowed for both production scouts and during PIming; and

Dependingon the scopeof the project,the WVFO may assistwith negotiationsof Osoftncentivessuchas

discounted location fees, ofpce space rental, lodging, vehicle rentals, etc.

T mv mv

As indicatedatthe outsetWestVirginia®hasa lengthyhistorywith the Pimindustry andsomeof themovies
andtelevisionproductionsthat havebeenshotin the stateinclude We Are Marshall (2006); Godsand Generals
(2002);Primal Fear (1996); Matewan(1987); The Deer Hunter (1978); TheHatbeldsand Mccoys(1975); FoolsO
Parade(1971);The Rain Peopl€é1969); andrhe Night of the Huntg{1955).



Conclusion: That's A Wrap

A number of structural changestransforming
state economicsystemsNtheincreasingimportance
of the service sector the eroding value of the U.S.
dollar—propelled state policymakers across the
country to enactspecibcmeasureso seekthe busk
nessof movie and television productioncompanies.
Led by the incentivesintroduced by Louisianain
2002,adevelopmenthathasresultedn the statenow
referredto as Hollywood South, statesin every part
of the countrynow offer arangeof taxincentivesand
other benebtsto lure PImmakersto operatewithin
their borders. Beyond the positive media attention
garneredy PImingamoviein a state thetrendasse
ciatedwith movie locationsastourist attractionsand
stateeconomicdevelopmenbfbcialstreating movie
productioncompaniesas a growth industry policy-
makers quickly realized the tremendouseconomic
benebtsassociatedvith this activity. On a national
scale,accordingto a 2007 report,the motion picture
and television productionindustry contributes$60.4
billion in outputto theU.S.economygcreateover1.3
million jobs;generate$10billion in incomeandsales
taxes;and maintainsa $9.5 billion balance-of-trade
surplus with the rest of the world.

EvenonanSLCstate-by-stateasistheeconomic
impactnumbersarestaggering.In Louisianathestate
heldupastheleadeiin thecurrentwaveof statesestab
lishing incentivepackagesthe estimatedotal output
of the PIm industryNdirect, indirect and induced
outputsNhassoaredfrom $22.1 million in 2002, to
$390.5million in 2003,to $721.1million in 2004 toan
astoundingbl billion in 2005. In North Carolina,over
a25-yearspan(1980to 2005),theindustryhascreated
morethan$7 billion in revenuedor local economies

acrosghestate.Geogiais anothelSLC statewhere,in

2006,291bImsandvideoswereproducedvith adirect
valueof $251.1million, with atotal economidmpact
of $448.3million. While bImmakingin Marylandhit

recordlevelsin bscalyear 2006, generatinga $158
million economicimpactandmorethandoublingthe
prior yeai@ total of $66.3million; in Virginia, in June
2006,the governorannouncedhatthe state€plm and
video industry®1,800 projectsin 2005 had a direct
economicimpactof $221.1million, the highestever

reported and a 14 percent increase over the prior year

A sampling of the economicimpact informa
tion demonstrateshat the proactive stanceadopted
by a numberof SLC statelegislaturedn establishing
Pnancialand other incentiveshas reapedsignibcant
economidenebtso thesestates.In generalthebnan
cial incentivesofferedby the stategakeon avariation
of investortax, labortax andsalestax creditswith the
packagesurrently being proffered by Louisianaand
South Carolinaconsideredvery competitive. States
offer otherbenebtshatseeko swaythelocationcalcu
lations of production companies.

As states continue to enact measure that attract the
busines®f thisuniquelyAmericanartform, it remains
to beseerhow effectivetheywill bein enhancinghe
more value-addedaspectf the productionprocess,
particularly post-productionactivities, within their
own borders. Continually enhancingthese value-
addedprocessewill becritical in ensuringthatstates
securehigh-tech high-wagegobs, thekind of jobsthat
will assureAmerica® competitiveadvantagen this
rapidly changing and global industry
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