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ACTI ON NARRATI VE

3:25:55 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing

Commttee neeting to order at 3:25 p.m Representatives d son,
Chenaul t, Johnson, Saddler, Thonpson, and MIler were present at
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the call to order. Representative Holnmes arrived as the neeting
was in progress.

HB 72- ANTI TRUST ACTI ONS & PENALTI ES

3:26: 02 PM

CHAI R OLSON announced HOUSE BILL NO. 72, "An Act authorizing and
relating to certain causes of action for relief for direct or
indirect injuries sustained as a result of antitrust violations;
repealing the provision limting to the attorney general the
recovery of nonetary relief for injury directly or indirectly
sustained as a result of an antitrust violation; and relating to
criminal and civil penalties for antitrust violations.” [A
nmotion to adopt the proposed committee substitute (CS), Version
M for HB 72 was | eft pending.]

3:26:13 PM

CLYDE (ED) SNIFFEN, JR, Senior Assistant Attorney GCeneral,
Comrercial/Fair Business Section, Cvil Dvision (Anchorage),
referred to a flowhart in nmenbers' packets. He expl ai ned that
| ast week the committee heard HB 72. He offered to answer

guestions and di scuss concepts. He related that the chart shows
that the current statute with respect to antitrust violations.
Price fixing happens when several suppliers conspire to fix the
price of a conponent of a product. He recalled a current
attorney general's case on price fixing between several
manuf acturers of Dynam c Random Access Menory (DRAM known as
conmput er rmenory chips. He briefly described that the path a
conputer menory chip product would take from the tinme it is
inported until it was sold to a consuner. The chip would be
manufactured, transferred to a distributor and wholesaler,
pl aced in a product such as a conputer, and subsequently sold to
a store such as Best Buy. When a conponent such as a DRAM is
artificially priced, the consuner pays slightly nore for the
product since a conponent of the product was "price fixed."

3:28:14 PM

MR. SNI FFEN stated that when Al askan consuners purchase such a
product they are without a renedy since the consumer is not the
di rect purchaser of the conputer nenory chip. He hi ghlighted
that when consuners buy the product at Best Buy they purchase
the conputer and are not solely purchasing the chip. Thus, the
conputer purchase represents an indirect purchase of a "price
fixed" product. The U.S. Suprenme Court indicated that the
consunmer is not in direct line wth the conpany that fixed
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prices so he/she does not have right to sue for damages.
However, the U S. Supreme Court has allowed states to adopt
their own laws to provide a renmedy for consumers to sue for

i ndi rect danages. In 2006, Al aska passed such a |aw He
reported that these laws are referred to as Illinois Brick
repeal ers since the initial case that did not allow consuners to
sue was a U'S. Suprene Court Case, Illinois Brick Co. .
Illinois, 431 US. 720 (1977). Currently, Alaska allows
consuners to bring actions against the suppliers who engage in
illegal conduct . He reiterated indirect purchasers are

pur chasers who buy a product that contains a price-fixed item

3:29:40 PM

MR. SNIFFEN related that in 2006, when Alaska's initial bill
passed the legislature it limted any price-fixing lawsuits
actions to the attorney general. The legislation could have

allowed both the attorney general (AG and private parties to
bring action but it did not do so. At the time, a nunber of
states decided that it would be appropriate for the AG to bring
actions against the parties. However, one concern was that if
private parties and the AG were both involved in class action
lawsuits that it could conplicate the process. In fact, M.
Sniffen indicated that he had testified in favor of an AG only
I aw. Since then, sone issues have arisen with an AG only
[imtation. This bill would allow private parties and class
action plaintiffs to bring cases against conspirators in this
case for indirect damages. He referred to a map in nenbers’
packets that highlights which states have AG only |laws and which
ones allow for private indirect purchaser |laws. He pointed out
that a majority of states allow both the AG and private parties
to sue. A nunber of states have brought action against the
conputer chip supplier and the states with an AG only |aw have
had a difficult tinme. The class action plaintiffs cannot settle
the case for all consuners since only the AG can do so in states

with an AG only law, I|ike Al aska. Changing the law to also
allow private individuals to bring action would alleviate sone
of the issues, he said. He recalled that this bill contains a

provision that would actually require anyone bringing a class
action lawsuit for indirect damages to notify the AGs office.
The AG s office would have a nunber of days to decide whether it
woul d pursue any action. In the event that the AGs office
declined to pursue the case the private parties could still
pursue the case. He comented when the AG s office had multiple
| awsuits sinultaneously filed that conflicts could arise as to
evi dence and prosecution. He concluded that this bill would
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change the law to allow private parties to bring these types of
actions as opposed to limting it to the AG

3:33: 00 PM

REPRESENTATI VE SADDLER asked whether the AG would relieve the
private party or if it would work in conjunction with the AG in
cases in which the private party notifies the AG

MR. SNl FFEN responded that the AG could determne to bring the
action or nmay decide it would be an opportunity for a joint
effort. The AG could also join the case sinply to recover
penalties but it could allow the class action case handle any
penal ties.

3:34:12 PM
REPRESENTATI VE SADDLER asked whet her fines could be assessed.

MR. SNI FFEN answered that under current statute the state could
assess penalties of wup to $25,000 for every price-fixing
vi ol ati on. He nentioned another bill is pending this year that
coul d st rengt hen t he penal ty provi si ons for antitrust
vi ol ati ons.

3:34:40 PM

CHAIR OLSON reported that the specified bill is nmoving in the
ot her body.

REPRESENTATI VE CHENAULT asked whether the work draft had been
adopt ed.

REPRESENTATI VE SADDLER renpbved his objection. Version M was
before the comm tt ee.

3:36: 02 PM

CHAI R OLSON asked for clarification on the effect of HB 72 on
forei gn corporations.

MR. SNIFFEN related his understanding that one issue has been
whether the state could enforce price fixing cases against
foreign corporations doing business in Al aska. He answered
probably vyes. Most foreign corporations have subsidiaries that
operate in Alaska such as BP Alaska whose mamin corporation is
domciled in London. Many bigger conpani es have subsidiaries in
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Al aska that operate under an Alaska nane and are nost |ikely
registered with the Departnent of Conmerce, Community & Econonic
Devel opnent (DCCED) Division of Corporations, Business, and
Pr of essi onal Licensi ng. He added that the AGs office can
prosecute foreign conpani es doi ng business in Al aska.

3:36:46 PM

REPRESENTATI VE SADDLER reiterated he has renoved objection to
the work draft | abeled 27-LS0381/M Bannister, 3/22/11. Ver si on
M was before the commttee.

CHAI R OLSON asked for clarification on the repealers in proposed
Section 14 of Version M

MR. SN FFEN explained the sections being repealed refer to
sections that limt the type of recovery to only the AG The
nodi fications to other sections would allow private parties or
the AGto bring these actions, he said.

3:37:33 PM

REPRESENTATI VE JOHNSON asked for an estimate of the nunmber of
cases that mght be filed if this bill passed and whether it
would be 1,000 or if it would be 1 case.

MR. SN FFEN predicted it would not be 1,000 but probably would
be nore than 1. He explained that in the past ten years the
AG s office has had about a dozen nulti-state cases that have
inplicated this statute in one way or another. The AG s office
has been unable to pursue clains since it did not have the
statutory authority early on. Now that it has statutory
authority, the state can join other cases to recover damages.
The conputer chip case nentioned earlier is one case and two
years ago the state took action against a pharmaceutical
conpany, Warner Chilcott Corporation, for price-fixing a drug
called Ovcon. At the tine the state could have recovered
addi ti onal danmages had the changes contained in HB 72 been in
place. He offered his belief that a nunber of patent chall enges
for generic drugs have inplicated indirect purchaser damges.
He recalled the state did not pursue a few other cases that this

bill may or may not have affected. He offered his belief the
the bill would assist the AG in cases with broader price fixing
conduct in the US. which also affected Al askans. He

acknow edged that it really is hard to predict.

3:39:26 PM
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REPRESENTATI VE JOHNSON asked whether Alaska is currently
prohi bited from taking action in federal cases on class action
sui ts.

MR SNI FFEN answered no. He agreed that Alaska could
participate relating that federal anti-trust Ilaw gives al
states the jurisdiction to enforce federal law in federal court.
Federal law restricts the collection of indirect purchaser
damages under the "Illinois Brick" rule previously nentioned.
The federal law has not been repealed so the Al aska cannot
pursue indirect danmages in those cases.

3:39: 58 PM

REPRESENTATI VE JOHNSON asked whether the state is limted to
i ndirect damages in state court.

MR. SNIFFEN clarified the state could pursue state court clains
in federal court, referred to as pendent jurisdiction clainms,

that follow along wth federal court action. Pendent
jurisdiction refers to the court's authority to adjudicate
claims it could not otherw se hear. The state has had the

authority to pursue pendent jurisdiction clains since 2006 when
the price-fixing | aw passed.

3:40: 26 PM

REPRESENTATI VE JOHNSON asked for further «clarification. He
related his understanding that the state can bring action even
though the federal |aw prohibits individuals from initiating
cl ai ns.

MR. SNl FFEN acknow edged that this is a little confusing. He
referred to the DRAM conputer chip case which was a case
initiated in a California Federal District Court as previously
nment i oned. In that case Alaska and 30 other states joined in
the |awsuit. Wen Alaska joined the lawsuit, it filed an
anended conplaint that included a section that contained all
Al askan cl ai s. In that case, the conduct occurred prior to
enactnent of the Alaska "Illinois Brick" repealer statute.
Therefore, Alaska was not allowed to join the federal [|awsuit
since it could not pursue damages on behalf of the consuners.
He reported that prior to the state being precluded from
participating in the federal antitrust case the state settled
sonme clains on behalf of consuners and is still in the process
of recovering those settlenent anounts. However, all other
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states with "Illinois Brick" repealers were able to assert their
cl ai ms. In those instances the federal court has been applying
state law in federal court, he said.

3:41: 47 PM

REPRESENTATI VE JOHNSON related his understanding that Al aska
needs this authority.

MR. SNl FFEN responded that it would help in cases in which the
state decided not to pursue clainms and for global settlenment in
cases with private class action lawsuits that have joined in the
case. Currently, the AG cannot settle those types of cases
since only the AG can represent the individual, he said. G ven
that the AG often represents state agencies, the AG frequently
| eaves it to the class action lawsuits to represent individua
consuners. He thought the authority would help in sonme cases,
but would be curious to see if nore consuners filed lawsuits if
they were allowed to do so.

3:43: 21 PM

REPRESENTATI VE SADDLER referred to page 4 of Version M He
asked whether other states with the "lIllinois Brick" provisions
use statistical sanpling as a neans to recover aggregate
damages. He also referred to the chart in nenbers' packets
titled "Explicit Indirect Purchaser Antitrust Claim Statutes” to
the states listed in red. He further asked whether revocation
of business charter or license provision in proposed Section 12
are comon elenents of those states wth private indirect
pur chaser actions authori zed.

MR. SNI FFEN answered yes and no. He explained that the proposed
Section 12 enforcenment provision which authorize the forfeiture
or suspension of a business license is unique in Al aska. The
aggregate damamges in proposed Section 10 are comon in nost
repealers since it makes calculating damages a |ot easier by
usi ng aggregate sanpling. The state can take a certain nunber
of sales and calculate the average harmto each consuner instead
of having to determine how rmuch each person paid for his/her
conmput er, he said.

3:45: 02 PM

REPRESENTATI VE CHENAULT asked for the average cost for the state
to intercede in these cases.
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MR. SNI FFEN answered that he was unsure. He agreed that it uses
Department of Law s resources to intercede on behalf of state
agencies in instances when the AGs office determnes
significant harm to the state has occurred. He considered the
effort as effort to recover danages the state would not
otherwi se recover. He reiterated that he was unsure if it would
cost less if private parties were involved. He thought the
state my have decided to pursue cases anyway, but it is
possible the state may allow the private parties to pursue the
claimif the state thought it was an effective way to stop the
conduct and still obtain recovery for consuners.

3:46: 03 PM

REPRESENTATI VE JOHNSON asked whether this bill would add to the
case | oad of the court system

MR. SNl FFEN answered that it is hard to predict. He thought
allowing private parties may add a few case but the nunber of
cases would be fairly limted.

REPRESENTATI VE JOHNSON asked whether people would be nore or
less likely to settle when fines are increased.

MR. SNIFFEN responded that this bill does not address the
penal ty provisions. He agreed a balance exists in terms of
l[itigation and settlenent. Thus, exposure to penalties and
fines could act as an incentive to either settle or litigate.
He suggested the outcome depends on nmany things including the
size of conpany, the issues, and the level of inportance to set
precedent for other cases. He related that in his experience
states wth stronger enforcenent tools seem to settle nore
qui ckly and favorably.

3:48: 09 PM

CHAIR OLSON referred to page 4, to proposed Section 12 of
Version M He asked whether this sanpling indicated would be

simlar to the federal Medicare reinbursenent sanpling. He
recalled that the sanpling may determine 3 of 100 billings are
not accurate but the fornula assunmes the remaining billings are

inline with sanpling.
MR. SNI FFEN answer ed yes, the process would be simlar.

3:49: 02 PM
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REPRESENTATI VE CHENAULT asked him to predict whether this bil
mght add to additional individual |awsuits. He recalled
watching late night television advertising in which attorneys
offered to represent clients who had suffered from exposure to
vari ous chem cals or products. He expressed concern that if HB
72 passed it could create burgeoning class-action lawsuits that
m ght ensue at the state level and its inpact on the court
system He referred to the zero fiscal note in nenbers' packets
and reiterated his concern of the costs to the court system

MR. SNI FFEN responded that he did not think HB 72 woul d increase
the nunber of |lawsuits the AGs office would file. He offered
his belief that |ate night advertising by attorneys woul d happen
anyway but currently these |awers cannot represent Al askans
whereas under the bill they could do so. |In further response to
Representative Chenault, he said he was unsure if nore lawsuits
would be filed in Al aska. He thought it was nore likely that
the lawsuits would be filed elsewhere and the court would
certify the <class that includes Al aska's consuners. He
suspected it would not substantially increase the nunber of
cases.

REPRESENTATI VE CHENAULT remarked that anytinme the court system
is involved it costs noney.

3:52: 55 PM

REPRESENTATI VE JOHNSON expressed concern that price fixing may
have happened with respect to gasoline costs in Al aska. He
asked whether individual citizens could join in a lawsuit on a
"W tch hunt." He pointed out the state has three oil producers.

He asked whether 20 people could file a lawsuit in which gas
stations or refineries would be affected.

MR. SNI FFEN answered yes. He agreed this could represent a risk

since consuners buy gasoline. If one of the refineries was
engaging in price-fixing conduct and had conspired with other
refineries or suppliers to fix prices. He said the additiona
costs would be passed on through the distributors, the jobbers,
and the retail stations to consuners. The consuners would be
the recipient of the price-fixed product and as an indirect
pur chaser. He related that it would be difficult for consuners

to pursue cases against the producers since they do not have
direct dealings with them He pointed out that the gas itself
does not change. This bill would clearly renove any barrier and
al l ow consuners in nost cases to pursue price-fixing clains.
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3:55: 03 PM

REPRESENTATI VE JOHNSON asked whether consuners could sue the
State of Alaska (SOA) since it sells royalty oil to the North
Pole refinery in the event of allegations of price fixing.

MR. SNI FFEN answered that he was unsure since that issue would
be nore conplicated to sort through. He said he did not think
it would happen since the SOA enjoys inmmunity. Even so, the
parties would not Ilikely be successful if they did sue the
st ate. He offered his belief that nerely supplying the oi
woul d not generate a cause of action so consuners would have to
find sonme other problem He reiterated that the state would
likely have imunity. In response to Representative Johnson
reduci ng the cost of fuel to Fairbanks residents would not apply
to this bill. This bill would nerely allow for a private
individual to bring clainms in addition to the AG

3:57: 08 PM

REPRESENTATI VE JOHNSON asked for further clarification on the
scenario since he viewed the SOA selling royalty oil for |less
than fair value would represent grounds for a lawsuit. He added
that his scenario would also include a Tesoro station buying
from an independent oil refinery. He asked whether the state
woul d be subject to numerous lawsuits filed by people who are
inclined to think that price fixing is involved since Al aska
only has one refinery.

MR. SNI FFEN said he was unsure. He acknow edged that HB 72
woul d provide a cause of action that does not currently exist
for any consumers who suffer indirect damages. Under the
scenario, just given if an antitrust claim of indirect harmis
made based on upstream activity, the AG would be the only party

that could bring the claim This bill would allow private
individuals an opportunity to bring the claim if indirect
damages resulted from upstream conduct. In further response to
Representative Johnson, he answered that it would be a policy
call to determ ne whether the bill created any undue ri sk

3:58: 57 PM

CHAIR COLSON related that about a year and a half ago he
contacted the AGs office with respect to a price gouging bill

The AG s office investigated the matter including exam ning
activities of Tesoro Al aska Conpany (Tesoro) and Flint Hills
Resources (Flint HIls) but did not find any issues. He further
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recalled the House Judiciary Standing Committee also reviewed
Al aska's gasoline prices. During this tinme the commttee did
not have an antitrust bill before either commttee, he stated.

REPRESENTATI VE JOHNSON remarked on the level of confidence he
has with M. Sniffen. He was concerned about expanding this
beyond the AG s ability to file lawsuits.

4:00: 33 PM

REPRESENTATI VE SADDLER asked whether the SOA is imune to
antitrust violations.

MR. SNl FFEN answered that the answer is sonmewhat conplicated.
He stated that generally speaking state legislatures can
authorize price fixing in some instances, which is fine.
However, if the SOA acts Ilike a conpetitor as a narket
participant, the SOA would be subject to antitrust |aws.
However, when the SOA actively engages and authorizes activity,
that type of conduct falls under a doctrine which affords the
state imunity.

REPRESENTATI VE JOHNSON asked whether the SOA woul d be subject to
antitrust issues as a result of tax credits given to Cook Inlet
producers.

MR. SNI FFEN answered not to his know edge. He indicated he has
not studied the issue but he did not think any antitrust issues
wer e raised.

REPRESENTATI VE JOHNSON asked for clarification, noting that one
menber, Representative Hol mes, is shaking her head no.

REPRESENTATI VE CHENAULT offered his belief that tax credits were
not exclusively offered to any one conpany. He referred to
Flint Hlls and asked whether the royalty oil is sold at a
prem um rat e.

MR. SNIFFEN agreed the cost of the oil sold to Flint Hlls
Refinery has been at a premium rate and not a discount. I n
further response to Representative Chenault, he reiterated that
royalty oil was sold at a premumrate.

4:03:32 PM
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REPRESENTATI VE JOHNSON asked for clarification on whether any
issue would result if the SOA sold its royalty oil below that
cost as result of policy decisions.

REPRESENTATI VE CHENAULT asked to state for the public record
that the Cook Inlet oil is sold at a premum and not at a
di scount.

4:04:10 PM

REPRESENTATI VE SADDLER asked for the general value of direct and
i ndirect damages in antitrust violations.

MR. SNl FFEN answered that he did not have any exact splits or
per cent ages. He stated that the federal courts pursue direct
damages. He was unsure of the proportion of direct and indirect
damages, noting that the indirect damages cone primarily from
states, which he thought were fairly significant.

4:05:21 PM

REPRESENTATI VE MAX GRUENBERG Al aska State Legislature, stated
that he did not recall any "blue" states, or states with no
express statute, authorized via case law on the chart in
menbers' packets, titled "Explicit Indirect Purchaser Antitrust
Claim Statutes.™ He pointed out that the map indicates 22 red
states, 8 Brick states, 5 blue states and 15 gray states. The
previous chart M. Sniffen referred to was a chart used for
prior legislation that gave the AG the authority to take action.
This bill would sinply extend that authority to private
individuals. He stated that HB 72 would not cause any new cause
of action, but would allow a broader group of people to be able
to bring the sane cause of action. He offered his belief that
this i1s particularly inportant because the Commercial/Fair
Busi ness Section or "consuner protection" section is fairly
small. The result is that in many instances the cases the AG s
of fice pursues involve national corporations. This bill would
allow citizens in any of the "red" states, such as Nebraska or
California to join the |awsuit. The legend for "red" states
reads, "AG & Private Indirect Purchaser Actions Authorized." The
other states' citizens would be added to any lawsuit filed but
the respective state | aws woul d apply.

4:08: 25 PM

REPRESENTATI VE GRUENBERG r ecapped the process. Generally these
cases are filed in federal court based on diversity
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jurisdiction. This rule would apply in the event that certain
thresholds were net to resolve disputes between the citizens of

different states. Nevada's citizens would proceed under the
Nevada | aw. Nebraska's citizens would join the |awsuit. Thi s
bill would allow the Alaskans to join in under Alaska' s [|aw

Currently, Alaska's citizens are precluded from doing so, he
said. Since conputer chips are sold by "Best Buy" all over the
country, it seens unfair to Al askans when people in the Lower 48
can sue and be made whol e but Al askans cannot. He offered his
belief Alaska should protect its citizens and there isn't any
reason not to do so.

4:09: 55 PM
REPRESENTATI VE GRUENBERG answered a question Representative

Johnson previously asked wth respect to the |legislature
det erm nati ons. He clarified when sonething is permtted under

state law it is not illegal. The fact that the activity is
permtted under the l|law also provides the SOA an absolute
def ense. The antitrust |aw protects against illegal collusion

and allows parity but is not designed to create an inpedi nent.
He related his wunderstanding this type of law represents a
nati onal trend.

4:11: 36 PM

REPRESENTATI VE CGRUENBERG related a scenario in which two
conpani es from another country are colluding. He recalled an
earlier gquestion as to whether the conpani es can be sued and the
answer is yes, so long the action occurred in Al aska. He

referred to Alaska Statutes AS 09 to a jurisdictional statute,
whi ch indicates that when the |legal activity happens in Al aska
or affects Al askan consuners, that the state has jurisdiction to

apply state law if the case is filed in Al aska. The statute
allows Alaska law and the courts of Alaska to reach to the
maxi mum extent constitutionally perm ssible. He recalled that
California's civil code sinply says it has jurisdiction to the
maxi mum extent constitutionally perm ssible. He recalled that
has been how Alaska's antitrust statute has also Dbeen
i nterpreted. He further recalled a question arose with respect
to collection of a judgnent on a case filed in Nebraska. He

offered his belief that the consuner would |ikely obtain a noney
j udgnment rather than an injunction.

4:13:41 PM
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REPRESENTATI VE GRUENBERG pointed out that the divesture of

business |icenses has specifically been nodeled after I|daho's
I aw. He said was not aware of any instance in which "we're
inventing the wheel." He referred to two statutes in Al aska

Statutes that applies. He explained that in AS 09.30.200-270,
the Uniform Enforcenent of Foreign Judgnents Act would allow a
party to register an Al aska judgnent in another state and obtain
a wit of execution. He further explained that this was
designed to donesticate the judgnent and is very sinple. He
related that virtually all states have adopted this uniform act.
Secondly, of +the action happens in a foreign country, the
Uni f orm Forei gn Money Judgnments Recognition Act would apply. He
offered his belief that this act would allow enforcenment of a
forei gn noney judgnent from another country.

[HB 72 was hel d over. ]
4:16:26 PM
The commttee took an at-ease from4:16 p.m to 4:18 p. m

SB 23- FI LM PRODUCTI ON TAX CREDI T/ AUDI TS

4:18: 38 PM

CHAI R OLSON announced that the final order of business would be
the CS FOR SENATE BILL NO 23(FIN), "An Act relating to
transferable film production tax credits and film production tax
credit certificates; requiring the legislative audit division to
audit the Alaska film production incentive program and
providing for an effective date by anmending the effective dates
of secs. 3 and 4, ch. 63, SLA 2008."

4:19: 26 PM

KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legi sl ature, introduced hinself.

4:19: 33 PM
REPRESENTATI VE JOHNSON noved to adopt the proposed committee
substitute (CS), |abeled 27-LS0252\G Bullock, 4/10/11, as the

wor ki ng docunent .

CHAI R OLSON obj ected for the purpose of discussion.
[ Version G was before the commttee.]
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4:20: 06 PM

MR. JACKSON, on behalf of the House Labor and Conmerce Standing
Commttee, chaired by Representative Kurt O son, reviewed the
changes contained in Version G He referred to page 2, lines
26- 30. This change would require the Division of Legislative
Audit to conduct audits of the Al aska Film Production Incentive
Program at the beginning of the legislative sessions in 2013,
2017, and 2021 at the request of the D vision of Legislative
Audi t . This provision wuld allow an audit to the initial
program prior to the proposed sunset of this program

MR. JACKSON referred to page 3, line 9, which would add the
| anguage "in the title" to allow credits to be used by other
t axpayers, including those paying fisheries taxes or insurance
t axes.

4:21:15 PM

MR. JACKSON referred page 3, lines 20-21, of Version G which
woul d change the anmount of the aggregate anount of the program
This increases the total anmount of film production tax credits
that may be authorized from $100 million to $200 mllion.
Initially the program staggered the total anmount of $200 mllion
but this would nmake the entire $200 million available to avoid
the possibility of a gap in the program

MR. JACKSON referred to page 4, lines 14-16 of proposed Section
8, which would require the Alaska Film Ofice to include the
amount of qualified expenditures and not qualified expenditures
that were paid to Al aska businesses and to Al aska residents as
wages in its annual report to the |egislature. Currently, the
report would contain qualified expenditures only.

4:22:41 PM

MR. JACKSON referred to page 5 lines 11-12 of proposed Section
11. This change would require the state to evaluate the effect
of the program on the production on natural resources of the

state. He read the specific |anguage, "state policy on the
utilization and developnent of the natural resources of the
state." He explained the concern that the state would

potentially allow film production tax credits to a film
denouncing state's aerial wolf hunting policy or tinber harvest
in the Tongass National Forest.
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MR. JACKSON referred to page 6 to proposed Section 18, which
woul d require film production conpanies to be |icensed in order
to do business in the state.

4:23: 44 PM

MR. JACKSON referred to page 7, line 26-28 of Section 19, which
would add a new section to the bill at the request of the
depart nent. This change would increase the limt for |egal
proceedi ngs from one year to six years for wongfully issued tax
credits. He referred to the statute of limtations in Al aska

Statute (AS) Title 09.

MR, JACKSON referred to page 8, line 1, to proposed Section 19,
which would clarify the definition of rural area to nean a rura
area located in Alaska since concern was expressed that rura
could be interpreted as rural Arkansas. He pointed out that the
|l egal drafter did not think this would be the case, but the
speci fic | anguage was added for clarity.

MR, JACKSON commented that the conmittee will continue to work
on additional anmendnents to the bill.

4:25:08 PM

REPRESENTATI VE SADDLER referred to proposed Section 4 of Version
G and asked for clarification on which taxes appli ed.

MR. JACKSON answered that any taxes paid under AS 43 would be
eligible for the film production tax credits. Currently, the
film production tax credits offset corporate incone tax
liability. This change would allow it to apply to other taxes,
such as insurance taxes and fishery taxes.

4:25:53 PM
CHAI R OLSON added one reason for this change is that the film
production tax credits would not be of any value to a conpany

unl ess corporate taxpayer is able to use the tax credits.

REPRESENTATI VE SADDLER asked whether a taxpayer could use tax
credits all in one section.

MR. JACKSON deferred to the departnent.

4:26:35 PM
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THOMAS R DALY, Omer, Hi Speed Gear, Menber, Al aska Film G oup,
referred to Alaska's econony as a three-legged stool consisting
of governnent, energy, and all other activity. He reported that
as an Al askan business owner, his conpany suffered a significant
| oss of incone three years ago when the state chose to not allow
Al askan- owned conpanies in the business equipnent industry to

bid on state contracts. This may have ended badly but the
conpany was able to replace a portion of its income by providing
services to the Alaska FilIm Industry. The production of

Everybody Loves Wuales (ELW, which was conpletely shot in
Al aska, benefited from the Film Production Incentive Program
This program also provided him with an opportunity to work.
This film had an estimated direct and indirect econom c inpact
of $16.5 mllion in the Anchorage, Bar r ow, and Seward

comunities. Over the past two years, ELW benefited 35 Al aska
comunities. The econom c benefits surfaced in a nunber of
ways, from 1,000 casting roles, 100 crew positions behind the
canmeras, 28 drivers, and 7,900 man hours. Staff provided

security services, catering, equipnent rentals, and 12,100
ni ghts of hotel roons. He remarked that it would take a hotel
renting a one hotel room for 7 nights a week over the next 33
years to match the significant inpact provided by ELW The
direct benefits also extended to nultiple sectors of Alaska's
econony. Hi s business has subsequently decided to invest in the
further training and developnent of talent and technica
positions in order to work on other fil ms. He is working to
retrain the technical operatives to use digital versions of a
| oader and to provide the data dense hard drive requirenents
needed to conduct nodern filmng with qualified professionals.

4:29:17 PM

MR. DALY related that he is aware of other businesses who woul d
like to invest in bigger itenms such as 10-ton grip trucks at a
cost of $250,000; generator trailers at a cost of $100,000, and
lights at $20, 000-$45, 000 each. He pointed out that film
equi pnent is specialized and expensive. An entry level sound
stage can range from $10-$20 million to build. He stated that
Al aska's businesses need assurances that the state is a
conpetitive environment for filmng. He offered his belief that
the current film production incentive programis conpetitive but
will end. He related that British Colunbia produces 200 filns
and its program does not have a sunset clause. He enphasi zed
t hat busi nesses need conpanies to make long term investnents in
order for the industry to grow in Alaska to provide the
stability and attract new dollars. He recapped the reasons he
is firmy in favor of SB 23, including that it wll help keep
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the state conpetitive in the film production industry, assist in
the gromh of a nore diversified econony, and wll endorse
private investnment. He urged the commttee to support a m ni num
10-year renewal as provided by SB 23.

4:30:42 PM

REPRESENTATI VE CHENAULT asked whether he has sanme passion about
the oil industry.

MR. DALY remarked that the oil industry put him through high
school and any col |l ege years he acquired.

4:31: 25 PM
WES SCHACHT, Omer, Omitour Alaska, stated that he has been

around the filmindustry for approximately 30 years. He said he
fully supports SB 23.

4. 31:57 PM

M CHAL NEECE, Omner, Al aska Film Wrks, stated that his conpany
trains people vocationally and academ cally. He has worked in
the film industry for alnost 30 years. He suggested the state
work in the same vein as British Colunbia and Halifax, Nova
Scotia has done to develop their film industries. He agreed

with M. Daly. He said he supports SB 23 and would like to see
the bill passed.

4:33: 08 PM

GREG KERN, Omer, A K Gip and Lighting, stated that he has a
small nmom pop business that provides lights, generators, and
grip trucks to the film industry. He said he supports SB 23
which will allow himto obtain the long-term financing to grow
his business. He would like to hire nore enployees. He said he
worked on the ELW project. However, he observed Ilots of
equi pnent cone and go when the project was finished. He
characterized this activity as carpetbagger activity. He

related that he is struggling to nake it in Al aska and needs a
chance to "sink ny teeth into this stuff” and get the financing
to allow himto conpete with Lower 48 firns. He commented that
these firns are large corporations that are well funded. These
conpani es are accustoned to setting up shop in other states and
send noney honme to California or New York. He stressed that he
and other snmall vendors are trying to preenpt this. He asked
for the opportunity to build an industry fromthe ground up.
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[ SB 23 was hel d over. ]
4:35:31 PM
ADJ OURNMENT

There being no further business before the conmttee, the House
Labor and Commerce Standing Conmttee neeting was adjourned at
4:35 p.m
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