ALASKA STATE LEGQ SLATURE
HOUSE RULES STANDI NG COVWM TTEE
April 15, 2012
9:04 a.m

VEMBERS PRESENT

Representative Crai g Johnson, Chair
Representative Kurt A son, Vice Chair
Representative M ke Chenaul t
Representative Al an Austerman
Representati ve Max G uenberg
Representative Chris Tuck

MEMBERS ABSENT
Representative Carl Gatto (deceased - April 10, 2012)
COW TTEE CALENDAR

COW TTEE SUBSTI TUTE FOR SENATE BI LL NO. 104(JUD)

"An Act relating to manufactured hones, including manufactured
homes permanently affixed to land, to the conversion of
manufactured homes to real property, to the severance of
manuf actured hones from real property, to the titling,
conveyance, and encunbrance of manufactured hones, and to
manuf act urers’ certificates of origin for vehicles; and
providing for an effective date."

- MOVED HCS CSSB 104(RLS) OUT OF COW TTEE

SENATE BILL NO 74

"An Act requiring insurance coverage for autism spectrum
di sorders, describing the nethod for establishing a covered
treatment plan for those disorders, and defining the covered
treatment for those disorders; and providing for an effective
date."

- MOVED HCS SB 74(RLS) OUT OF COMM TTEE

COW TTEE SUBSTI TUTE FOR SENATE BI LL 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
anending the effective dates of secs. 3 and 4, ch. 63, SLA
2008. "
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- MOVED HCS CSSB 23(RLS) QUT OF COW TTEE

CS FOR SPONSOR SUBSTI TUTE FOR SENATE BI LL NO. 25(FI N)

"An Act establishing the sustainable energy transm ssion and
supply devel opnent program in the Alaska Industrial Devel opnent
and Export Authority; relating to the interest rates of the
Al aska I ndustrial Devel opment and Export Authority; and relating
to taxes paid on interests in property owned by the Al aska
| ndustrial Devel opment and Export Authority and to the |ocal
contribution for public education funding related to that

property."”

- SCHEDULED BUT NOT' HEARD
PREVI QUS COMM TTEE ACTI ON
BILL: SB 104

SHORT TI TLE: MANUFACTURED HOMES AS REAL PROPERTY
SPONSOR(s): SENATOR(s) FRENCH

03/ 16/ 11 (S) READ THE FI RST TIME - REFERRALS

03/ 16/ 11 (S) STA, JUD

03/ 29/ 11 (S) STA AT 9:00 AM BUTROVI CH 205

03/ 29/ 11 (S) Heard & Hel d

03/ 29/ 11 (S) M NUTE( STA)

03/31/ 11 (S) STA AT 9:00 AM BUTROVI CH 205

03/31/ 11 (S) Moved SB 104 Qut of Conmittee

03/31/ 11 (S) M NUTE( STA)

04/ 01/ 11 (S) STA RPT 2DP 3NR

04/ 01/ 11 (S) DP: KOOKESH, MEYER

04/ 01/ 11 (S) NR. W ELECHOWSBKI , PASKVAN, G ESSEL

04/ 06/ 11 (S) JUD AT 1:30 PM BELTZ 105 (TSBI dg)

04/ 06/ 11 (S) Heard & Hel d

04/ 06/ 11 (S) M NUTE( JUD)

04/ 15/ 11 (S) JUD AT 1:30 PM BUTROVI CH 205

04/ 15/ 11 (S) Heard & Hel d

04/ 15/ 11 (S) M NUTE( JUD)

01/ 18/ 12 (S) JUD AT 1:30 PM BELTZ 105 (TSBI dg)

01/ 18/ 12 (S) Moved CSSB 104(JUD) Qut of Committee

01/ 18/ 12 (S) M NUTE( JUD)

01/ 20/ 12 (S) JUD RPT CS 4DP SAME TITLE

01/ 20/ 12 (S) DP:  FRENCH,  COGHILL, W ELECHOWSKI,
PASKVAN

01/ 27/ 12 (S) TRANSM TTED TO (H)

01/ 27/ 12 (S) VERSI ON:  CSSB 104( JUD)

01/ 30/ 12 (H READ THE FIRST TIME - REFERRALS

HOUSE RLS COW TTEE - 2- April 15, 2012



01/ 30/ 12
04/ 04/ 12
04/ 04/ 12
04/ 04/ 12
04/ 05/ 12
04/ 05/ 12
04/ 05/ 12
04/ 10/ 12
04/ 10/ 12

04/ 10/ 12
04/ 10/ 12
04/ 10/ 12
04/ 10/ 12
04/ 15/ 12

BILL: SB 74

SHORT TITLE. AUTI SM
SPONSOR( S)

01/ 28/ 11
01/ 28/ 11
03/30/ 11
03/30/ 11
03/30/ 11
04/ 01/ 11
04/ 01/ 11
04/01/ 11
04/ 12/ 11
04/ 12/ 11
04/ 14/ 11
04/ 14/ 11
04/ 14/ 11
04/ 15/ 11
04/ 15/ 11
04/ 15/ 11
02/ 23/ 12
02/ 23/ 12
02/ 24/ 12
02/ 24/ 12
04/ 10/ 12
04/ 10/ 12
04/ 10/ 12
04/ 14/ 12
04/ 14/ 12

04/ 14/ 12
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I NS. COVERAGE,
SENATOR(s) ELLIS

L&C, STA

L&C AT 3:15 PM BARNES 124
Moved Qut of Commttee

M NUTE( L&C)

L&C RPT 3DP 3NR

DP: THOWSON, M LLER, HOLMES
NR: JOHNSQON, SADDLER, OLSON
STA RPT 4DP 1NR
DP: P. W LSQN,
PETERSEN

NR: KELLER

STA AT 8: 00 AM CAPI TOL 106
Moved Qut of Conmittee

M NUTE( STA)

RLS AT 9: 00 AM BARNES 124

GRUENBERG

TASK FORCE

READ THE FI RST Tl ME - REFERRALS
HSS, L&C

HSS AT 1:30 PM BUTROVI CH 205
Moved SB 74 Qut of Committee

M NUTE( HSS)

HSS RPT 4DP 1AM

DP: DAVIS, MEYER, ELLIS, EGAN
AM DYSON

L&C AT 2: 00 PM BELTZ 105 (TSBI dg)
Schedul ed But Not Heard

L&C AT 2: 00 PM BELTZ 105 ( TSBI dg)
Moved SB 74 Qut of Committee

M NUTE( L&C)

L&C RPT 4DP 1DNP

DP: EGAN, DAVIS, PASKVAN, MENARD
DNP: G ESSEL

TRANSM TTED TO (H)

VERSION: SB 74

READ THE FI RST Tl ME - REFERRALS
HSS, L&C

HSS AT 3:00 PM CAPI TOL 106

Heard & Hel d

M NUTE( HSS)

HSS RPT 5DP 1NR 1AM
DP: SEATON, M LLER
KERTTULA

NR: DI CK

HERRON

SEATON,

M LLETT,
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04/ 14/ 12
04/ 14/ 12
04/ 14/ 12
04/ 14/ 12
04/ 14/ 12
04/ 15/ 12

BILL: SB 23

32332

AM KELLER

L&C REFERRAL WAl VED

HSS AT 9:30 AM CAPI TOL 106
Moved Qut of Conmittee

M NUTE( HSS)

RLS AT 9: 00 AM BARNES 124

SHORT TI TLE: TAXES & CREDIT: FILM O L & GAS/ GAS STORAGE

SPONSOR( s) :

01/19/ 11
01/ 19/ 11
01/19/ 11
02/ 17/ 11
02/ 17/ 11
02/ 17/ 11
02/ 22/ 11
02/ 22/ 11
02/ 22/ 11
02/ 23/ 11
02/ 23/ 11
02/ 23/ 11
03/ 21/ 11
03/ 21/ 11
03/ 21/ 11
04/ 04/ 11
04/ 04/ 11

04/ 04/ 11
04/ 04/ 11
04/ 04/ 11
04/ 06/ 11
04/ 06/ 11
04/ 07/ 11
04/ 07/ 11
04/ 08/ 11
04/ 08/ 11
04/ 08/ 11
04/ 10/ 11
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04/ 11/ 11
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04/ 11/ 11
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SENATOR(s) ELLIS

PREFI LE RELEASED 1/7/ 11

READ THE FI RST Tl ME - REFERRALS
L&C, FIN

L&C AT 1:30 PM BELTZ 105 (TSBI dg)
Heard & Hel d

M NUTE( L&C)

L&C AT 1:30 PM BELTZ 105 (TSBI dg)
Moved SB 23 CQut of Committee

M NUTE( L&C)

L&C RPT 4DP 1NR

DP: EGAN, DAVI S, PASKVAN, MENARD
NR: 3 ESSEL

FIN AT 9: 00 AM SENATE FI NANCE 532
Heard & Hel d

M NUTE( FI N)

FIN RPT CS 7DP NEW Tl TLE

DP: HOFFVAN, STEDMAN, THOVAS, EGAN,
MCGUI RE, OLSQN, ELLIS

FIN AT 9: 00 AM SENATE FI NANCE 532
Moved CSSB 23(FIN) Qut of Commttee
M NUTE( FI N)

TRANSM TTED TO (H)

VERSI ON:  CSSB 23(FIN)

READ THE FI RST Tl ME - REFERRALS
L&C, FIN

L&C AT 3:15 PM CAPI TOL 106

Heard & Hel d

M NUTE( L&C)

L&C AT 3:15 PM BARNES 124

-- MEETI NG CANCELED - -

L&C AT 3:15 PM BARNES 124

Heard & Hel d

M NUTE( L&C)

L&C AT 4:15 PM BARNES 124

Heard & Hel d

M NUTE( L&C)
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04/ 13/ 11
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04/ 14/ 11
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04/ 13/ 12
04/ 13/ 12
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L&C AT 3:15 PM BARNES 124

Moved HCS CSSB 23(L&0O) Cut
Comm ttee

M NUTE( L&C)

L&C RPT HCS(L&C) 4DP 2NR 1AM

DP: THOWPSON, HOLMES, M LLER, OLSON
NR: CHENAULT, SADDLER

AM  JOHNSON

FIN AT 1: 30 PM HOUSE FI NANCE 519

-- MEETI NG CANCELED - -

FIN AT 9: 30 AM HOUSE FI NANCE 519
Heard & Hel d

M NUTE( FI N)

FIN AT 1: 30 PM HOUSE FI NANCE 519

Heard & Hel d; Assigned to Subconmittee

M NUTE( FI N)

FIN AT 8: 30 AM HOUSE FI NANCE 519
Wr k Sessi on on above Bill

FIN AT 8: 00 AM HOUSE FI NANCE 519
-- MEETI NG CANCELED - -

FIN AT 8: 00 AM HOUSE FI NANCE 519
Wor k Sessi on on above Bill

FIN AT 8: 00 AM HOUSE FI NANCE 519
Wor k Sessi on on above Bill

FIN AT 8: 00 AM HOUSE FI NANCE 519
Wr k Sessi on on above Bill

FIN AT 8: 00 AM HOUSE FI NANCE 519
Wor k Sessi on on above Bill

FIN AT 8: 00 AM HOUSE FI NANCE 519
Wor k Sessi on on above Bill

FIN AT 1: 30 PM HOUSE FI NANCE 519
Schedul ed But Not Heard

FIN AT 9: 00 AM HOUSE FI NANCE 519
Schedul ed But Not Heard

FIN AT 9: 00 AM HOUSE FI NANCE 519
Moved HCS CSSB 23(FI'N) Cut
Comm ttee

M NUTE( FI N)

FIN RPT HCS(FIN) NT 3DP 7NR

DP: T.WLSON, GUTTENBERG JQULE

NR: FAI RCLOUGH, NEUNMAN, COSTELLG,

EDGVON, DOOGAN, STOLTZE, THOVAS
FIN AT 9: 30 AM HOUSE FI NANCE 519
Moved HCS CSSB 23(FI'N) Qut
Comm ttee

M NUTE( FI N)

RLS AT 9: 00 AM BARNES 124
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W TNESS REG STER

REPRESENTATI VE CATHY MJUNQZ

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Presented the changes enbodied in HCS CSSB
104, Version T.

SENATOR HOLLI S FRENCH

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Spoke as the sponsor of SB 104.

ERIN SHI NE, Staff

Representati ve Johnson

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: As staff to Representative Johnson, chair
of the House Rules Standing Committee, presented the changes
enconpassed in Version E

DENNY DEW TT, Lobbyi st/ Al aska Director

Nat i onal Federation of |ndependent Busi ness

Juneau, Al aska

PCSI TI ON STATEMENT: During hearing of SB 74, expressed concern
regar di ng unfunded mandat es.

REPRESENTATI VE STEVE THOVPSON

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented SB 23.

JANE PI ERSON, St aff

Representative Steve Thonpson

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Revi ewed the changes enbodied in HCS CSSB
23, Version UU.

JERRY LAVI NE, Owner/ Qper at or

Connections Film & Video

Anchor age, Al aska

POSI TI ON STATEMENT: Encouraged the commttee to table SB 23.

MARK BRI NSTER, Fi |l m Prof essi onal
Honmer, Al aska
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PCSI TI ON STATEMENT: Testified in opposition to SB 23.

LAVRENCE GOLDI N

Aurora Filns

Anchor age, Al aska

PCSI TI ON STATEMENT: Expressed concerns with SB 23.

BOB CROCKETT

Al aska Fil m G oup

PCSI TI ON  STATEMENT: Encouraged the conmittee to nove SB 23
forward.

ACTI ON NARRATI VE

9:04:11 AM

CHAIR CRAIG JOHNSON called the House Rules Standing Conmittee
neeting to order at 9:04 a.m Representatives O son, Chenault,
Aust erman, G uenberg, Tuck, and Johnson were present at the call
to order.

SB 104- MANUFACTURED HOMVES AS REAL PROPERTY

9:04: 38 AM

CHAI R JOHNSON announced that the first order of business would
be CS FOR SENATE BILL NO  104(JUD), "An Act relating to
manuf actured hones, including manufactured hones permanently
affixed to land, to the conversion of manufactured homes to real
property, to the severance of nmanufactured hones from real
property, to the titling, conveyance, and encunbrance of
manuf act ured homes, and to manufacturers' certificates of origin
for vehicles; and providing for an effective date."

9:04: 44 AM

REPRESENTATI VE OLSON noved to adopt HCS CSSB 104, Version 27-
LS0467\ T, Bannister, 4/14/12, as the working docunent.

CHAI R JOHNSON obj ected for di scussion purposes.

9:05: 07 AM

REPRESENTATI VE CATHY MUNQZ, Al aska State Legislature, began by
acknow edging the presence of the sponsor of SB 104, Senator

Hollis French. She explained that the | anguage added in Version
T addresses the tax deferral option to nmunicipalities for the
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i ncreased value of property due to its subdivision. Currently,
when a devel oper subdivides property and the paperwork is filed,

the property assessnent is recalcul ated. The recalculation is
sonmetimes at a rate 5-10 times greater than the pre-application
anount . Therefore, the language in Version T would allow
muni ci palities the option to defer that additional tax burden
for up to 10 years or when the lot is sold or after
constructi on. This new |anguage is included in the title as

well as in Section 22 on pages 13-14. Section 32 of Version T
i ncludes severability | anguage on page 22.

9:06: 40 AM

REPRESENTATI VE MUNOZ, in response to Representative G uenberg
confirmed that the new | anguage in SB 104 is the same as that of
HB 264, which she sponsor ed.

9:08:14 AM
CHAI R JOHNSON i nvi ted public testinony.
9:08: 27 AM

SENATOR HOLLI'S FRENCH, Al aska State Legislature, speaking as the
sponsor of SB 104, related his agreenent wth the changes
enconpassed in Version T.

9: 08: 59 AM

CHAI R JOHNSQON, upon determning no one else wshed to testify,
cl osed public testinony. He then announced that HCS CSSB 104,
Version T, was before the conmttee.

[ Chair Johnson's objection to the adoption of Version T was
treated as w thdrawn. ]

9:09: 06 AM

REPRESENTATI VE OLSON noved to report HCS CSSB 104, Version 27-
LS0467\ T, Bannister, 4/14/12, out of commttee with individua
recommendati ons and the acconpanying fiscal notes. There being
no objection, HCS CSSB 104(RLS) was reported from the House
Rul es Standing Comm ttee.

SB 74- AUTI SM | NS. COVERAGE, TASK FORCE

9:09: 37 AM
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CHAI R JOHNSON announced that the next order of business would be
SENATE BILL NO. 74, "An Act requiring insurance coverage for
autism spectrum disorders, descri bi ng t he met hod for
establishing a covered treatnent plan for those disorders, and
defining the covered treatnent for those disorders; and
providing for an effective date."

9:09:49 AM

REPRESENTATI VE OLSON noved to adopt HCS SB 74, Version 27-
LS0443\E, Bailey, 4/14/12, as the working docunent.

CHAI R JOHNSON obj ect ed.

9:10: 02 AM

ERIN  SHI NE, Staff, Representative Johnson, Al aska State
Legi slature, reviewed the changes enconpassed in Version E. In
Version E on page 1, lines 10-11, the |anguage "or
psychol ogist,” was replaced with the |anguage ", psychol ogist,
or advanced nurse practitioner,". On page 1, line 13, the
| anguage "may include"” is replaced with the | anguage "incl udes".
On page 2, line 3, the |anguage "necessary to devel op, restore,

or maintain the functioning of an individual to the nmaxinmm
ext ent practicable” was noved from followng the term
"t herapi es” to fol |l owi ng t he term "prograns". The
af orenenti oned change clarifies that the standard applies to
both applied behavior analysis and structural behavi or al
t her api es. On page 2, lines 25-28, a new subsection (c) that
exenpts a business with 20 enpl oyees or less from being required
to provide autism insurance coverage is added. On page 2, line
29 through page 3, line 3, a new subsection (d) is added that
speci fies that enployers with 21-25 enpl oyees nay be exenpt from
being required to provide autism insurance coverage when they
denonstrate that the increases to their premum for a
consecutive 12-nmonth period is greater than 3 percent.

9:12: 06 AM

REPRESENTATI VE GRUENBERG posed a scenario in which a conpany has
health insurance with conpany A and it will increase nore than 3
percent, but the conpany could obtain health insurance for a
cost less than 3 percent from another conpany. He asked, "WII
they be able to get out under this or is there a duty to try to
get insurance that would neet the requirenent?"
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CHAIR JOHNSON said there is no duty to do so, but opined that
any prudent businessman woul d seek a cheaper insurance policy.
He highlighted that [the legislature] is trying to avoid
mandat es on private busi nesses.

9:13: 06 AM

M5. SHINE, continuing her review of the changes enconpassed in
Version E, directed attention to page 3, line 8, following "or"
the term "has" was inserted. On page 3, lines 23-24, the
| anguage ", psychologist, or advanced nurse practitioner,”
repl aces the | anguage "or psychologist”. On page 4, line 7, the
enactnent date has been changed from "January 1, 2012" to
"January 1, 2013". In Section 3, the imediate effective date

under AS 01.10.070(c) to January 1, 2013.
9:14:12 AM

CHAI R JOHNSON i nvi ted public testinony.
9:14: 39 AM

DENNY DEW TT, Lobbyist/ Al aska Director, National Federation of
| ndependent Business, stated that while the National Federation
of I ndependent Business appreciates the novenent the |egislation
makes, unfunded mandates are nerely that - unfunded mandates.
Wiile the nenbership of the National Federation of |ndependent
Busi ness appreciates the efforts, particularly that a nunber of
the nore fragile businesses in Alaska are protected, it renmins
a mandat e. In a corporate sense, the legislature is a board of
directors for the Alaska State corporation. M. DeWtt
hi ghlighted that the legislature is ignoring its own personnel
policies and mandating themto others.

9:15: 54 AM
CHAI R JOHNSON, upon determning no one else wished to testify,
cl osed public testinony. He then announced that the |egislation

was before the commttee.

[ Chair Johnson's earlier objection to the adoption of HCS SB 74,
Version E, was treated as w thdrawn. ]

9:16: 26 AM

REPRESENTATI VE COLSON noved to report HCS SB 74, Version 27-
LS0443\E, Bailey, 4/14/12, out of commttee wth individual
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recommendati ons and the acconpanying fiscal notes. There bei ng
no objection, HCS SB 74(RLS) was reported from the House Rul es
Standing Comm ttee.

SB  23-TAXES & CREDIT: FILM O L & GAS/ GAS STORAGE

9:16:49 AM

CHAI R JOHNSON announced that the next order of business would be
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 anending the effective dates of secs. 3 and
4, ch. 63, SLA 2008."

The commttee took a brief at-ease.
9:17: 45 AM

REPRESENTATI VE OLSON noved to adopt HCS CSSB 23, Version 27-
LS0252\ WU, Bul |l ock, 4/14/12, as the working docunent.

CHAI R JOHNSON obj ected for purposes of discussion.
9:18: 03 AM

REPRESENTATI VE  STEVE  THOWPSQON, Alaska State Legislature,
expl ained that Version UU is about policy and SB 23 is about
incenting the issues that are inportant to Al askans and good for
the state. These incentives, which are found in SB 23, HB 289,
SB 153, HB 276, and SB 145 have been thoroughly vetted in both

bodies by many conmttees. Furthernore, votes on both the
House and the Senate floors have been overwhelmngly in favor of
t hese incentives. Senate Bill 23, he opined, wll encourage
commerce via credits for the film industry, new oil and gas

exploration in unexplored regions, and the commercialization of
natural gas to Alaskans and quite possibly by Al askans.
Al though SB 23 won't answer all the issues the |egislature set

out to solve this wyear, it wll nove A aska forward by
encouraging industry, developnent, and hope to conmunities
experiencing the strain of Alaska's energy drain. The
af orenentioned will open the way for new resources, exploration
that will benefit the bottom line of the state as well as the
peopl e of Al aska. In closing, Representative Thonpson expressed

hope that next year the sane could be done for the |I|egacy
fields.

HOUSE RLS COW TTEE -11- April 15, 2012



9:19:45 AM

JANE PI ERSON, Staff, Representative Steve Thonpson, Al aska State
Legislature, inforned the committee that Version W is a
conpilation of SB 23, as it left the House Finance Conmttee; HB
289, as it passed the House; and HB 276, as it left the Senate.
She noted that there is a fiscal note from Lennie Dees,
Department of Revenue, and an explanation from Roger Marks

regarding what the Senate did. She related that the Senate
added a new section, AS 43.55.162, entitled "Adjustnment to
production tax value for increasing oil and gas production.”

This section incentivizes certain qualifying new production by
reduci ng the production tax value for production froma |ease or
property north of the 68th degree latitude that as of January 1,
2008, wasn't within a unit or in comercial production by 30
percent of the gross value at the point of production for the
first 10 consecutive vyears after the start of sustained

producti on. The adjusted production tax value is the anount
upon which the base tax rate and progressivity tax index 1is
applied to determne the producer's production tax liability.

The legislation also nekes the appropriate changes to AS
43.55.011(e)(1) and (g) to reflect the change in production tax

calculations for the reduction in production tax value. MVs.
Pierson then related that M. Marks described the new addition
by the Senate as follows: "This proposal uses the sane tax

rates for [Alaska's Clear and Equitable Share] ACES with the
gross value reduced by 30 percent for new fields for the first
10 years. Thus, the nominal tax rate is the same as for ACES."
She then highlighted that there is also a change in Version UU
such that the new production allowance w Il apply everywhere
out side of Cook Inlet. Therefore, Mddle Earth would fall under
this newtax rate after its own provision expires.

9:22:26 AM

M5. PIERSON, in response to Chair Johnson, clarified that the
| egislation passed the Senate wth the north of the 68th
| ati tude | anguage. The | egislation was changed [within Version
UU] such that it referred to outside of Cook Inlet, and thus
M ddl e Earth woul d al so apply.

9:22:56 AM
JERRY LAVI NE, Owner/Qperator, Connections Film & Video, infornmed

the committee that he testified against SB 23 in the House
Fi nance Subcomm tt ee. He related that his main concern was for
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Al aska busi nesses and conpetition. Wile he favors the generous

support for Alaska hire that the bill provides - trading a $1
tax credit for a $1 of Alaska resident hire - Representative
Costell o and the subcomittee should be praised for |ooking out
for the best interests of Alaska residents. M. LaVine

expl ained that during his previous testinony he referred to the
term pass-through in which a producer nay use a |ocal Al aska
vendor to pass-through expenses that are actually nade out-of-

state to non-Al askan businesses. Exanples of out-of-state
expenses include caneras, |lights, and autos for catering,
portable makeup, et cetera. Further exanples include the
shi ppi ng expenses to and from the state as well as the trave
expenses for out-of-state residents. The pass-through | oophol e
wasn't closed and makes it difficult for Al aska businesses to
conpet e agai nst non- Al aska busi ness. He infornmed the comittee

that Washington State closed its pass-through |oophole to the
extent that they used |anguage specifying that even Wshington
vendors may not rent or purchase supplies outside the state for
the purposes of qualifying for the incentive or tax nexus. M.
LaVine ran some nunbers using "The Big Mracle" tax credit

application that was approved by the state. Under Version U,
he estimated that "The Big Mracle" production would qualify for
a $12.5 mllion estimated tax credit whereas under the current
legislation they would qualify for $9.6 mllion. Ther ef or e,

"The Big Mracle”" would receive nore tax credits under Version
UU. He expressed concern that the pass-through is a round-about
way that allows for the salaries above the line to still qualify
for large suns of noney. However, he understood that 65 percent
of Alaskans didn't want to pay for the salaries of above-the-
line directors, actors, and producers. M. LaVine requested
that the commttee consider tabling SB 23 until next year. He
informed the conmittee that Legislative Audit hasn't conpleted
its audit and there is no public study of the program

9:27: 00 AM

MARK BRI NSTER, Film Professional, inforned the commttee that he
has been a film professional in Alaska for over 30 years. He
then testified in opposition to SB 23. Wile M. Brinster said
that he applauds the efforts of the House Finance Subconmittee
on SB 23 to add incentives for local hire, he felt the |anguage
regardi ng above-line salaries isn't entirely clear and [doesn't
provi de] adequate safeguards to prevent Hollywood from taking
advantage. The filmindustry is fairly well known for "creative

accounting." In fact, one court in California described the
film industry as having "the npbst unconscionable accounting
practices in the world." Therefore, Alaska needs to be
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especially careful when dealing with Hollywod, particularly in
terms of a subsidy program He opined that the 2008 | egislation
was rushed and received inadequate debate, which resulted in
numer ous | oophol es, pass-throughs, and a di sproportionate anount
of subsidies paying for nonresident wages. In 2011, 84 percent
of the wages that were subsidized by the program went to
nonresidents. M. Brinster recalled that there is a legislative
audit underway and the program sunsets next year. Therefore, he
opined that the mtter should be tabled wuntil the next
| egi sl ature when nore will be known, which will assure Al askans
that [the progran] doesn't subsidize Hollywod, California, but
rather protects the interests of Al askans.

9:29: 01 AM

LAWRENCE GOLDIN, Aurora Filnms, began by informng the commttee
that he has been producing/making films in Alaska for nearly 40
years. He noted that he has worked on feature filns that were
funded by outside production conpanies as well as feature filns
funded from within Al aska. He related that he is probably nost
wel | -known for his historical docunmentaries, the npbst recent of
whi ch was "Statehood". Wth regard to SB 23, he stated that his
main interest is to see that the Alaska film industry benefits
from these subsi dies. He then said that nuch credit is due to
Representative Costello and the subconmttee for inserting a
provi sion that would allow above-the-line functions for
directors, witers, principle actors, and producers who qualify

as state residents. This legislation would allow up to 50
percent of the salaries of those Alaskans to qualify for tax
incentives, as it's the only way in which Al askans wll reach
the ability to owmn nedia productions so that the profits from
the nmedia productions stay in the state. Wen the
af orenenti oned occurs, the private sector in Alaska wl

increase its capital and be able to better invest in

infrastructure, crew training, and future productions. However

he expressed concern with the cap on incentives for those sane
categories of professionals if they aren't Alaska residents.
The testinony in prior comrittees has related how that m ght
danpen out-of-state investnents in Al aska. The 5 percent cap,
he opined, is low and could have a detrinmental inpact in the
long-term M. Goldin explained that although he wants Al askans
to own nedia productions and participate as enpl oyees as nmuch as

possible, it wll take tinme for that to devel op. In the
meantinme, the nost readily available source of capital for
inmproving the filmindustry and obtaining nore jobs will be the
nonr esi dent producers. He then expressed concern wth the

makeup and functions of the film commssion that would be
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enpowered to evaluate and pass judgnment on the worthiness of
projects for the tax incentives. The aspects of SB 23 that have
to do wth approving projects based on whether the projects are
perceived as being in the best interest of Al aska can be

probl emati c. The film commssion is conposed of four
conm ssioners  of state departnents, which are political
appointees who will be very cautious. The interpretation of
best interest, best financial interest of the state is very
nebul ous. In fact, he expressed concern that sone of the recent
films produced in Al aska mght not have passed nuster to that
type of judgnent. For exanple, the film "Everybody Loves
Whal es” includes sonme controversial remarks regarding the oil

industry in Alaska. The film"On Frozen G ound”, which portrays
the m sadventures of an Al askan, could have been determ ned not
to be appropriate. He enphasized that people who are
hypersensitive to the content of filnms could veto any nunber of
proj ects. At the very least, M. Goldin suggested that other
nmenbers be added to the proposed film comm ssion, those wth
| onger term perspectives or vision such as individuals from the
State Council of the Arts, the Humanities Forum or staff from
the film departnment from the University of Al aska Fairbank or
the journalism departnent from the University of Al aska
Anchor age. He opined that for the artistic process sone |eeway
is required to allow one to express hinherself and leave it to
audi ences to nake reasonabl e and infornmed judgnent about Al aska.

9:36: 34 AM

BOB CROCKETT, acknow edged that SB 23 isn't perfect, but it does
allow the film industry to nove forward. Therefore, he
encouraged the commttee to allow SB 23 to nove forward because
it allows a tremendous benefit to Alaskans as it ties above-the-
line to wages that are spent on Al aska wages and Al aska
busi ness.

9:37:10 AM

CHAI R JOHNSON, upon determning no one else wished to testify,
cl osed public testinony.

9:37: 20 AM
The commttee took an at-ease from9:37 a.m to 9:40 a. m

9:40: 24 AM
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REPRESENTATI VE CHENAULT noved Conceptual Amendnent 1 that would
del ete Section 18.

CHAI R JOHNSON obj ected for purposes of discussion.

REPRESENTATI VE CHENAULT clarified that Conceptual Amendnent 1
woul d renove Section 18 and any references to it.

9:41: 06 AM

M5. PI ERSON expl ained that Conceptual Amendnent 1 would renove
the 30 percent gross tax allowance that was put into SB 23 by
t he Senate. That allowance applies to above the 68th degree
parallel. Therefore, the [adoption of Conceptual Anendnent 1]
woul d only leave an oil and gas tax advantage for Mddle Earth

In response to Chair Johnson, Ms. Pierson explained that above
the 68th parallel refers to the North Sl ope.

9:41:51 AM

CHAIR JOHNSON surmised then that [the adoption of Conceptual
Amendnent 1] would result in the renoval of the North Slope from
t he proposed tax exenption.

M5. PIERSON pointed out that the tax allowance can be found in
t he proposed AS 43.55.162, Section 18.

CHAIR JOHNSON related his understanding that the [inclusion of
Section 18] was an oversight and was never intended by the
sponsor. He then thanked Representative Chenault and his staff
for catching the m stake.

9:42:21 AM

REPRESENTATI VE TUCK asked if [the adoption of Conceptua
Amendnent 1] would renove the North Slope from the proposed tax
exenpti ons.

M5. Pl ERSON replied yes.

9:42: 36 AM

REPRESENTATI VE GRUENBERG surm sed then, "If we didn't have it,

then all Mddle Earth would be renpbved. You just want to renove
the North Sl ope.™
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M5. PIERSON replied no, and added that there are two different
i ssues. This adjustnent on the North Slope was directed just to
the North Sl ope and Mddle Earth was addressed as M ddl e Earth.

9:43: 16 AM

CHAIR JOHNSON related his understanding that [the adoption of
Conceptual Anmendnent 1] will renove the North Slope [from the
proposed tax exenptions].

9:43: 25 AM

REPRESENTATI VE TUCK recalled that V5. Pierson originally
specified that Version UU included HB 289, HB 276 as passed from
the Senate, and Section 18. He asked if that's correct.

M5. PIERSON responded yes, but stated that the inclusion of
Section 18 was a drafting error.

9:44: 08 AM

REPRESENTATI VE TUCK recalled that M. Pierson did speak on
behal f of Section 18 as if Representative Thonpson added the
| anguage.

M5. PI ERSON acknow edged that she did speak to Section 18, but
didn't realize that it was actually in the legislation and
shoul d be renoved.

CHAIR JOHNSON interjected that any conplaints regarding why and
how Section 18 was included should be directed to him as he
i ntroduced [ Version U .

REPRESENTATI VE TUCK clarified that he was trying to determ ne
whet her the inclusion of Section 18 was really a m st ake.

CHAI R JOHNSON further interjected that it was clearly a m stake
and agai n thanked Representative Chenault for catching it.

9:44: 59 AM
CHAI R JOHNSON withdrew his objection to Conceptual Anmendnment 1.
There being no further objection, Conceptual Anmendnent 1 was

adopt ed.

9:45: 36 AM
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REPRESENTATI VE GRUENBERG infornmed the commttee that hi s
recommendation wll be to amend for reasons that he has
di scussed with the chair.

CHAIR JOHNSON wi thdrew his objection to the adoption of Version
UU, as amended.

9:46: 02 AM

REPRESENTATI VE OLSON noved to report HCS CSSB 23, Version UU, as
amended, out of conmttee wth individual recommendations and
t he acconpanying fiscal notes. There being no objection, HCS
CSSB 23(RLS) was reported from the House Rules Standing
Comm ttee.

9:46: 20 AM

ADJ QURNVENT

CHAIR JOHNSON recessed to a call of the chair at 9:46 a.m
[ This meeting did not reconvene. ]
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