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Panavision’s ability to provide fully supported equip ment
locally is a major component of Australia’s ability to attract
overseas productions

PV Australia Group companies (PVAP) rent motion picture equipment
primarily to the film entertainment market in Australia including

— Cameras and lenses

— Lighting equipment

— Audio equipment

—  Grip (specialised camera crane and support systems)

The PVAP business has grown over the last 40 years of operation to become
the largest supplier of rental equipment for the motion picture industry in the
southern hemisphere; this infrastructure makes Australia a key production
hub in the region

PVAP employs over 100 permanent staff

Key success factors to date include
— Availability of world class motion picture making and ancillary equipment
— Ability to invest in leading edge, technologically innovative equipment
— Technical skill, knowledge, training and experience of local staff

- Albikljit)?I to source any equipment required by a production from third parties locally or Panavision
globally

— Scale and technical resources to service and support any size of production from one day
television commercials to major motion picture productions

PVAP has 6 operational offices in 3 regional centres in Australia — Sydney,
Melbourne and the Gold Coast
— Located to support regional industry
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Runaway (overseas funded) production has been a major
component of PVAP’s revenue since 2001

« The current Refundable Film Tax Offset has, in the past, been very successful in
attracting larger budget feature productions to Australia. Major motion pictures
serviced by PVAP include

— Superman Returns (Sydney)

— Ghost Rider (Melbourne)

— Charlotte's Web (Melbourne)

— The Marine & Aquamarine (Gold Coast)
— Peter Pan (Gold Coast)

— Stealth (Sydney)

— The Matrix Trilogy (Sydney & overseas)

 Meeting the needs of these productions has required significant investment in rental
equipment, staff, training and regional facilities

» The effectiveness of the Refundable Film Tax Offset scheme has been compromised
by incentives established by other countries in recent years and by the high spend
hurdles contained within the Australian scheme

* The current volatility and low level of productions compromises our ability to continue
to invest in world class resources such as Genesis (the latest digital movie cameras
that were used on Superman Returns) and skilled and experienced staff in the
Australian market place to maintain the support infrastructure needed to service major
productions

» PVAP’s local infrastructure, predominantly founded upon offshore productions,
continues to benefit the local production industry. Any diminishment of this
infrastructure would be a critical blow to the local industry
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The ‘value’ of PVAP in the Australian market
— staff investment

PVAP currently employs a total of 104 permanent staff within Australia — during peak
production times, further casual staff are employed

PVAP has invested significantly in training/upskilling its staff and has rewarded their
advancement — but this is becoming unsustainable as an investment decision

— Average staff cost per head has risen in last 5 years although revenue per head has
significantly decreased in 2006

PVAP has provided an industry entry point and a high quality technical education for a
significant number of production staff

In the context of a shrinking market, retention of the best staff is an increasingly hard
task

— Skills drain to higher volume markets is damaging Australia’s long term ability to compete for
productions

Attracting new overseas productions is essential to sustaining the continued
development of local talent and technical staff. In 2006, due to the decline in
production activity, PVAP trained staff have been transferred to NZ, UK and NY to
meet Panavision requirements in these offices
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The ‘value’ of PVAP in Australian market
— capital equipment investment

In the past 5 years, PVAP has made significant investments in new rental equipment
and other assets -

This investment has been crucial to being able to support major motion picture
projects such as Superman Returns and The Matrix Trilogy

This investment does not include the cost of innovative products such as the Genesis
digital movie cameras (first used on Superman Returns)

— Panavision aims to be a leading provider of digital capture technology in the motion picture
industry

—  This will require further significant investment in equipment and staff training

This level of ongoing investment is being challenged by the high volatility of
production levels in the local market — long term investment decisions are dependent
on forecast returns

— These returns cannot be accurately predicted due to market volatility; thus a significant risk
exists that the returns will be increasingly unattractive in relation to other territories

An inability to invest and move with technology will compromise the Australian
market’s hard won international skills and competitiveness

Attracting major overseas productions will support investment in equipment (both in
volume and innovation terms). In 2006, due to the decline in production activity PVAP
equipment has been transferred to NZ, UK and NY to meet Panavision requirements
in these offices
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Benefits of continuing to attract runaway productions

PVAP shares the concerns of the industry, as represented by Ausfilm,
regarding the volatility of production work in the Australian market place

PVAP supports any proposal to increase the relative competitiveness of
the local tax incentives, and supports any initiative that will improve the
sustainability of production levels and help mitigate the volatility of
larger production features

PVAP believes that any incentive scheme should be designed to attract
both major studio financed motion picture productions and smaller,
independently financed motion or television picture productions

The aim of these schemes is to continue to attract economically
significant productions to Australia which in turn will support the
investment in, and development of, the local skills base and
infrastructure

— Superman Returns was estimated to have spent over $200m in Sydney during

production which had a significant economic multiplier effect for the economy as well
as providing crew with the opportunity to work on a prestigious global “blockbuster”

www.panavision.com.au www.panavisionlighting.com.au



Competing for major motion picture productions

To improve competitive position for major production work,
PVAP would support any proposal to increase the Offset tax
rebate

— Increase the tax rebate to 15% on productions with a budget in excess
of $50m

— Increase tax rebate to 20% on productions with a budget in excess of
$100m to move Australia to the forefront of the incentives on offer
globally

— Permit an interim claim once QAPE of A$50 million had been reached
(in line with New Zealand), subject to administrative issues
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Competing for smaller budget productions —
reducing volatility

 To improve competitive position for smaller budget production work,
PVAP would support any measures that improve and broaden the
incentive package offered to encourage production entities to place a
larger volume of smaller budget productions into the Australian
market to reduce volatility of production activity

— Increase the rebate percentage of the Offset from 12.5% to 15% for productions
with QAPE of A$15-100 million.

— Remove 70% test for productions which shoot in Australia with a QAPE of more
than A$15 million

— Establish piggybacking scheme to attract a larger flow of smaller budget productions
from major studios

This would allow clients with a demonstrated commitment to Australia (i.e. with a first production with a QAPE

in excess of A$50 million) to be allowed to “piggyback” other work onto that — whether traditional production or

PDV work, or a combination of both — with no 70% test being applied to the supplementary work. This would

reinforce the original intention of the offset of attracting large-budget productions, while at the same time
protecting the investment in infrastructure by stimulating throughput

It would also continue the “spend more, get more” selling point of the original offset, and reward big-spending
clients. Furthermore, it is believed that this could be a unique selling point for Australia

— We accept the that any piggybacking scheme needs to have a time limit imposed,
and would support any proposal to make this two years
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