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OVERVIEW

The Michigan Film Office was created in 1979 to assist and attract incoming production
companies and to promote the growth of Michigan’s own film industry.

The Michigan Film and Digital Media Production Incentive provides qualified production
companies up to a 40 percent refund across the board for Michigan expenditures with the
opportunity to earn an additional 2 percent for filming in one of Michigan’s 136 core
communities. Up to a 30 percent refund is offered for non-Michigan below-the-line labor.

Eligible projects include motion pictures, documentaries, TV series, miniseries, interactive
television, music videos, interactive games, video games, Internet programming, sound
recording, digital animation and interactive websites.

All applications for film incentives receive a thorough review by a Michigan Economic
Development Corporation (MEDC) committee comprised of the Senior Vice President of
Marketing and Communications, the Senior Vice President of Policy, the Vice President of
Business Development and the Director of the Michigan Film Office.

The current statute is used to guide approval decisions. Preference is given to projects that best
meet the following criteria:

1. The production is financially viable.

2. Utilization of existing infrastructure (studios, post-production facilities, film labs, etc.).

3. The number and wage levels of direct jobs for Michigan residents created by a production.
4. Ability to show Michigan in a positive light and promote the state as a tourist destination.
5. Magnitude of estimated expenditures in Michigan.

The film incentive program is jointly administered by the Michigan Film Office and the
Department of Treasury and all projects must be approved in concurrence with the State
Treasurer.

Beginning in FY 2012, the Michigan Film Office will be operating within a $25 million annual
incentive budget for new film projects. The specific details of how this new framework will
operate are still being worked out in the Legislature.
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PROCESS

Both the Michigan Department of Treasury and the Michigan Film Office, in coordination with the
MEDC review committee, must concur on all production incentive applications in order for the
agreement to be approved. Michigan has a rigorous approval process requiring projects to provide,
among other things, proof of financing, budgets, Michigan hires and proposed Michigan locations
to be used.

Projects must begin pre-production within 90 days of approval and must have a signed agreement in
order for expenses to qualify for the incentives. Money spent before an agreement is signed does
not qualify.

Increases in budgets made after the agreement is signed do not qualify for the incentives without prior
authorization from the Film Office and Treasury. Productions must submit a revised budget, revised
in-state and total expenditures, and request the new credits sought in order to qualify for an
authorized credit increase.

Once a production is complete, it must employ an independent Michigan CPA to perform an audit
of its Michigan expenditures, which is submitted with the post-production certificate. The Film
Office and Treasury review this audit report. Only after the audit is approved will the Film Office
issue a post-production certificate signed by the Film Commissioner — the document that actually
allows the production company to receive a tax credit in a specified dollar amount. This signed
post-production certificate is then submitted with the project’s Michigan Business Tax return.

Each project is also charged a 0.5 percent redemption fee for all film-related tax credits, with
proceeds going to the Michigan Film Promotion Fund to support the Michigan Film Office.

JULY 15, 2011 REPORT

Between January 1, 2011 and July 1, 2011, 69 production companies applied for the Film and
Digital Media Production Incentives. The total proposed Michigan investment by the applicants
was $493,603,491 with $196,177,552 in credits requested. Out of the projects that applied, 12
projects were approved, with a total estimated Michigan investment of $54,462,552 and
$22,674,375 in credits requested.

Two additional projects that applied in 2010 — Keys to the Goose and Chasing Jimmy — were also
approved in 2011 bringing the total to 14 projects that have been approved so far this year with
$22,748,375 in incentives being awarded on $54,642,552 of approved production expenditures.

Of the remaining applications, 28 projects remain under review, 7 have been denied and 22
withdrew their application or provided insufficient information in their application.

The Michigan Film Commissioner signed 25 post-production certificates between January 1, 2011
and July 1, 2011, with $51,178,575 in total credits certified.

$257,180 in redemption fees were assigned between January 1, 2011 and July 1, 2011.



Exhibit A provides a description of applications received during the previous six months, including
the name of the eligible production company, the name of the project, the estimated qualifying
expenditures, the requested credit, the proposed Michigan locations to be used in the film, the type
of project and whether or not the project was approved.

Exhibit B provides a monthly breakdown of the post-production certificates signed by the Film
Commissioner between January 1 and July 1, including the total amount of credits certified and the
redemption fees collected.

The numbers in these reports are based on the project’s application and/or signed agreement and
therefore are estimates. A project’s actual numbers are only available once the audit process is
complete.
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Post Production Certificates - Exhibit B
January 1-July 1

Month Number of PPC's Signed Credit's Certified Redemption Fee (.05%)
January 2 $19,619,566 $98,591
February 4 $6,030,094 $30,302
March 7 54,811,974 $24,181
April 5 $5,807,641 $29,184
May 5 $8,502,005 $42,724
June 2 $6,407,295 $32,198
TOTAL 25 $51,178,575 $257,180




