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HOUSE BI LL NO 112

"An Act repealing the film production tax credit; providing for
an effective date by repealing the effective dates of secs. 31 -
33, ch. 51, SLA 2012; and providing for an effective date."

- HEARD & HELD

HOUSE BI LL NO. 76

"An Act relating to electronic filing of certain information
with the Departnent of Labor and Wrkforce Devel opnent; relating
to surcharges, rate increase reduction, prohibition on the
relief of certain charges, the unenploynent trust fund account,
and the offset of certain unenploynent conpensation debt under
the Al aska Enploynent Security Act; relating to the definition
of 'covered unenploynment conpensation debt' in the Al aska
Enpl oyment Security Act; and providing for an effective date.”

- HEARD & HELD

HOUSE BILL NO. 74

"An Act relating to devel opnent project financing by the Al aska
| ndustrial Developnment and Export Authority; relating to the
di vidends from the Alaska Industrial and Export Authority;
authorizing the Al aska Industrial Devel opnent and  Export
Authority to provide financing and issue bonds for a Iliquefied
natural gas production system and natural gas distribution
system and providing for an effective date.™
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- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: HB 112

SHORT TITLE: REPEAL FI LM PRODUCTI ON TAX CREDI T
SPONSOR('s): REPRESENTATI VE(s) STOLTZE

02/ 11/ 13 (H) READ THE FIRST TIME - REFERRALS
02/ 11/ 13 (H L&C, FIN

03/ 13/ 13 (H) L&C AT 3:15 PM BARNES 124

03/ 13/ 13 (H) Heard & Hel d

03/ 13/ 13 (H) M NUTE( L&C)

03/ 15/ 13 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 76

SHORT TITLE: UNEMPLOYMENT; ELEC. FILING OF LABOR | NFO
SPONSOR(s): RULES BY REQUEST OF THE GOVERNCR

01/18/13 (H READ THE FI RST TI ME - REFERRALS

01/18/13 (H) L&C, FIN

03/ 04/ 13 (H L&C AT 3:15 PM CAPI TOL 106

03/ 04/ 13 (H Al DEA: LNG PRQJECT; DI VI DENDS;
FI NANCI NG

03/ 05/ 13 (H L&C AT 8: 00 AM BARNES 124

03/ 05/ 13 (H -- Meeting Continued from3/4/13 --

03/13/13 (H) L&C AT 3:15 PM BARNES 124

03/ 13/ 13 (H Heard & Held

03/13/13 (H M NUTE( L&C)

03/ 15/ 13 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 74

SHORT TI TLE: Al DEA: LNG PRQJECT; DI VI DENDS; FI NANCI NG
SPONSOR(s): RULES BY REQUEST OF THE GOVERNOR

01/ 16/ 13 (H READ THE FI RST TI ME - REFERRALS

01/ 16/ 13 (H L&C, FIN

02/ 08/ 13 (H) L&C AT 3:15 PM BARNES 124

02/ 08/ 13 (H Heard & Held

02/ 08/ 13 (H M NUTE( L&C)

03/ 04/ 13 (H) L&C AT 3:15 PM CAPI TOL 106

03/ 04/ 13 (H ** Meeting will Recess and Reconvene at
03/ 05/ 13 (H) L&C AT 8: 00 AM BARNES 124

03/ 05/ 13 (H) -- Meeting Continued from3/4/13 --
03/11/13 (H L&C AT 3:15 PM BARNES 124

03/11/13 (H Heard & Held
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03/ 11/ 13 (H) M NUTE( L&C)

03/ 13/ 13 (H) L&C AT 3:15 PM BARNES 124
03/ 13/ 13 (H) Heard & Hel d

03/ 13/ 13 (H) M NUTE( L&C)

03/ 15/ 13 (H L&C AT 3:15 PM BARNES 124

W TNESS REG STER

ROBERTA GRAHAM Assi stant Comm ssi oner

Depart ment of Comrerce, Conmunity & Econom c Devel opnment ( DCCED)
Juneau, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 112.

RON HOLMSTROM

Screen Actors Guild (SAG

Anmerican Federation of Television and Radio Artists (AFTRA)
Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 112.

D. K. JOHNSTON, Executive Producer/Director

Al aska Fi | mmakers

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 112.

JOHN BUTZKE, Owner

Talking Circle Media

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 112.

ROBI N KORNFI ELD, Vi ce President

Communi cations & Marketing

NANA Devel opnment Cor poration (NANA); President; Piksik
Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 112.

BILL POPP, President & Chief Executive Oficer

Anchor age Econoni c Devel opnent Corporation (AEDC)
Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to HB 112.

BRUCE OSKOLKOFF, Owner

Li mel i ght Recordi ng Studi os

Ni nil chik, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to HB 112.

THOVAS RANDELL DALY
H Speed Gear I nc.
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Kenai, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 112.

DEBORAH SCHI LDT, Presi dent

Al aska Fil m G oup

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 112.

STACY BOLES, Director

Al aska Crew Trai ni ng

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 112.

BOB CROCKETT, General Manager

Pi ksi k

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 112.

KATI E JOHNSTON
Anchor age, Al aska
POSI TI ON STATEMENT: Testified during the discussion of HB 112.

BRAD SVEENSON

Chi ef Executive Oficer (CEO

Crooked Pictures

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 112.

STEVE RYCHETNI K, Ci nemat ogr apher

Sprocket Heads

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 112.

M KE DEVLI N, Chief Executive Oficer

Evergreen Fil ns

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 112.

M CHAEL POLLEN

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 74.
GEORGE BERRY

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 74.

DAVE MESSI ER, Rural Energy Coordi nat or
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Tanana Chi efs Conference (TCC
Fai r banks, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 74.

KARL GOHLKE, OQutside Sal es

Frontier Supply Conpany (FSC

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 74.

DAN PORTW NE

Portw ne Pl unbing and Heati ng

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 74.

JEREMY HOLAN, Busi ness Representative

Teansters Local 959

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 74.

BILL ST. PIERRE
Fai r banks, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 74.

DI CK BRI CKLEY, Chair

| CE Al aska

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 74.

MARI A RENSEL
Fai r banks, Al aska
PCOSI TI ON STATEMENT: Testified during the discussion of HB 74.

TI MOTHY GUNDERSON
North Pol e, Al aska
POSI TI ON STATEMENT: Testified during the discussion of HB 74.

ANDREW RElI MVHERR
Fai r banks, Al aska
PCOSI TI ON STATEMENT: Testified during the discussion of HB 74.

JIM LAITI
Fai r banks, Al aska
PCSI TI ON STATEMENT: Testified during the discussion of HB 74.

JI M DODSQN, President

Fai r banks Econoni ¢ Devel opnent Corporation (FEDC)
Fai r banks, Al aska
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PCSI TI ON STATEMENT: Testified in support of HB 74.

RENE STALEY

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 74 during the
di scussi on of HB 74.

JACK W LBUR, President

Desi gn Al aska

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 74.

CAM CARLSON
Fai r banks, Al aska
PCSI TI ON STATEMENT: Testified during the discussion of HB 74.

BOB SHEFCHI K, Chair

Fai r banks Chanber of Commerce Energy Committee;
Chair, Interior Gas Uility Board

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 74.

JOVD STEWART, Energy Project Manager

Fai r banks Econoni ¢ Devel opnent Corporation (FEDC)
Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 74.

WES MADDEN, Oaner

Real Estate

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 74.

Ll SA HERBERT, Executive Director

Fai r banks Chanber of Commerce

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 74.

LI SA PEGER

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 74.
ACTI ON NARRATI VE

3:17: 07 PM

CHAIR KURT COLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:17 p.m Represent ati ves
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Josephson, Herron, Reinbold, Chenault and O son were present at
the call to order. Representative Saddler arrived as the
meeting was in progress.

HB 112- REPEAL FI LM PRODUCTI ON TAX CREDI T

3:17:32 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 112, "An Act repealing the film production tax
credit; providing for an effective date by repealing the
effective dates of secs. 31 - 33, ch. 51, SLA 2012; and
providing for an effective date."

3:19:30 PM

REPRESENTATI VE JOSEPHSON asked whether the departnent could
testify.

3:19: 48 PM
ROBERTA GRAHAM Assi stant Conmm ssi oner, introduced herself.

REPRESENTATI VE JOSEPHSON asked whether the filmtax credit is a
noneymaker for the state.

M5. GRAHAM responded that certainly a nunber of businesses
ranging from production conpanies and caterers, as well as
actors, and others have begun as a result of the industry so it
is a growng industry. Based on total wages to date for the
i ndustry, of the $35.1 mllion in tax «credits issued,
approximately $10.4 million has been paid in wages to Al askans

Additionally, another $37.4 mllion has been paid to vendors,
i ncluding caterers, production workers, and any nunber of others
involved in the industry.

3:21:27 PM

REPRESENTATI VE JOSEPHSON recapped that the total benefits paid
to vendors and in wages was $47.8 mllion and the incentives
paid for the programtotaled $35 mllion. He asked whether the
$47.8 mllion was spent in Al aska.

M5. GRAHAM answered yes; the wages and funds were paid to Al aska
conpani es and Al aska residents.
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REPRESENTATI VE JOSEPHSON clarified that none of the noney paid
went to pay an actor's salary, such as to Jon Voi ght.

M5. GRAHAM answered no, and noted that there is a category for
non-resi dent wages.

3:22:17 PM

RON HOLMSTROM} Screen Actors Quild (SAG, Anerican Federation of
Television and Radio Artists (AFTRA), stated that since the
program has been in existence, the SAG AFTRA nenbership of
prof essional actors in Alaska has nore than tripled. The
reputation of Alaska's talent pool has been circulating in
Hol | ywood and he related his understanding that the Hollywood
industry is pretty anazed. He related that although the high
payi ng jobs have been going to Lower 48 people, as people in
Al aska becone trained nore [leading] roles are going to
Al askans. He recapped that the industry outside Al aska has just
begun to recognize the wealth of talent in Al aska. He said he
was hired as an actor in Hollywood, but he hardly ever saw an

actor in the state he worked in on a film set. However, while
he was on the film set for The Frozen G ound he was anmazed that
so nmany |local actors had been hired for promnent roles. He
offered his belief that this is a growing industry and many
peopl e joining the ranks of professional filmwrkers. In fact,
many [Al askan actors] are receiving residual checks for filnms
made in Alaska. In closing he said, "Let's keep the jobs com ng

and let's grow an industry."
3:24:56 PM

D. K. JOHNSTON, Executive Producer/Director, Al aska Fil muakers,
related he is also representing several other organizations,
including the Alaska Actors Network and the Al aska Film Forum
who have hel ped to educate, encourage, and showcase the grow ng
nunber of talented storytellers working to build and maintain a
prof essi onal production industry created by the Al aska film tax
incentive program Additionally, he is representing a nunber of
fil mmakers who cannot be here as they are on set working in the
i ndustry that is being jeopardized by HB 112. He nentioned that
he has testified over the past few years about the creative and
hard-working film industry in Al aska. He said the film
incentive program provides filmmakers with opportunities that
would normally require all of them to relocate to pursue their

dreans and develop their talent. He urged nmenbers not to
support this bill, but instead to support the growth of an
industry that wll only help further the creative mnds of
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Al aska's storytellers, both young and ol d. This film incentive
program not only hel ps create an opportunity for new sources of

revenue in Al aska, but will continue to create a new source of
jobs and creative opportunities for Al askans. Unfortunately,
the bill in front of nenbers today is sending a strong and

unpl easant nessage to the production comrunity and if it is
enacted would require those who wish to continue to build their
lives and careers in the production field in Alaska to relocate
out-of-state in order to provide sufficient work and incone to
sustain their |ivelihood. He concluded by stating this is not
just about work, but about famlies and conmunities of people
who want to do what they love in a place they call hone. He
said he will submt witten testinony from hinself and those he
IS representing today. He expressed hope nenbers woul d consi der
their witten comments as they make deci sions on HB 112.

3:27:16 PM
JOHN BUTZKE, Owner, Talking GCrcle Media, related that his

conpany is an Alaska film television, and production conpany.
He began his career in Alaska in 1984. In 1989, he started his

own conpany in Anchorage. Currently, he has 6 full-tinme
enpl oyees, but has had as nmany as 17 full- and part-tine
enpl oyees. He then related his opposition to HB 112 and urged
menbers to oppose it. He informed the committee that his

conpany has experienced gross revenues of approxi mtely $500, 000
spent by Lower 48 film and tel evision conpanies directly rel ated
to the filmtax credit over the past five years. For exanpl e,
this week he is either renting out camera equi prent or crew on
projects supported by the filmtax incentives. The current film
tax credit brings in noney to his business and their famlies

but also brings in mllions of dollars in income to non-video
related conpanies all over wurban and rural Al aska. Last
| egi sl ative session he testified that the prior filmtax credit
needed revisions, which were made after nuch public discussion
and with good judgnent when the |legislature passed the bill.
Wth its new restrictions the program is truly a local |obs
creation program He said he is very confused that anyone woul d
present HB 112, which desecrates all the work everyone put into
crafting the new programthat is scheduled to start this summer.
He offered his belief that HB 112 is based on msguided
information being presented to House |eadership by biased
i ndi viduals who have no first-hand know edge of the success of
the film tax credit program The program has received little
public noney, which has seen just under $110 million spent due
to Lower-48 film and tel evision conpanies. Still, $8 mllion in
tax credits has been redeened by corporations over the past five
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years. Dozens of outside film conpanies have applied for
credits but did not finish the process. Thus in those instances
the state incurred no cost, which he believes is a good return
on investnment. He urged nenbers to kill or vote against HB 112.

3:30: 38 PM

REPRESENTATI VE SADDLER referred to page 3 of the Alaska Film
Ofice's report to the legislature that indicates that as of
12/ 31/ 12 the Departnment of Revenue (DOR) has issued 55 credit
certificates to approve productions for $35 million rather than
$8 mlIlion previously nentioned.

MR. BUTZKE asked if he could respond.

CHAIR OLSON said that there are a nunber of wtnesses who w sh
to testify. He noted that nenbers have copies of the report,
his witten testinony, and anyone else can also submt witten
t esti nony.

3:31:33 PM

ROBI N KORNFI ELD, Vice President, Comrunications & Marketing,
NANA Devel opnment Corporation (NANA); President, Piksik, began by
explaining that Piksik is NANA's film production support
company. She then related her opposition to HB 112. After
several years of work dedicated toward the devel opnent of a new
i ndustry, she stated that she is rem nding Al askans about the
value of prograns that encourage the developnent of new
opportunities for the next generation of Al aska business. She
informed the conmmttee that NANA supports the film tax credit
since the existing program has already created jobs for NANA s
sharehol ders and private-sector incone for a wde array of
Al aska busi nesses. Additionally, NANA wants to be involved in
building new economes in the state. She said that NANA
devel oped Red Dog Mne and in doing so created opportunities for
t housands of Al askans. She pointed out that NANA researched the
film business as it does any other opportunity and |earned
characteristics about the film industry. She characterized the
industry as a platformindustry, simlar to natural resources in
that it creates primary products such as filnms, TV series, and
ot her prograns. The film industry requires support services,
simlar to what NANA does today in terns of supporting
construction, food service, technology services, hospitality,
and security. Addi tional ly, it creates specialized job
opportunities that are not yet w despread in Al aska. Anot her
characteristic is that the entire state can be involved from
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urban Alaska to renote |ocations. Wile the big productions get

attention, hundreds of cable channels worldw de want to fill up
24 hours of programmng each day. In fact, NANA created a
docunentary this past wnter about the people of D onede and
whal es. Further, reality shows have brought lots of attention
to Alaska, which is nostly positive, as well as national
advertising, such as the COORS commercials filmed on Knik
G acier or the Carhart's comercials shot last fall, which is

done with Al aska's talent and Al aska's production support.
3:34:11 PM

MR. KORNFIELD said that investnents in training and facilities
that NANA would like to do are nmade at NANA's risk and are not
eligible for tax credits; however, the tax credits are necessary
to bring business to Al aska. Al aska conpetes wth film
production destinations around the world, all of which offer
conpelling incentives for producers to select their |ocation.
She stated that NANA is opposed to HB 112 because right when
Alaska has finally achieved an extension on the tax credit
HB 112 "pulls the rug" out from under the potential of a new
industry. Alaska needs tinme to build this business and support
of the public sector is critical in the global marketplace in
whi ch Al aska conpetes.

3:35:02 PM

BILL POPP, President & Chief Executive Oficer, Anchorage
Econom ¢ Devel opnent Corporation (AEDC), stated that AEDC is a
501(c) (6) private non- profit menber shi p or gani zati on
representing 240 businesses with business interests throughout
the state. He then related his opposition to HB 112. The AEDC
has been involved since the beginning of this new industry with
the focus on trying to find new ways to diversify the econony in
the com ng decade. If the state is not going to be dependent
upon the price of a barrel of oil, a pound of fish, or an ounce
of gold, the state nust start meking the investnents now and try
to find new industries.

MR. POPP indicated the AEDC has considered the film tax credit
as a nmeans to enploy caterers and filmrelated industry

busi nesses, but also to take the existing trades, including
pl unbers, electricians, carpenters, and craftsmen of all Kkinds
who can provide services to the productions. He characterized

t hese people as local fol ks who enjoy the opportunity to be nore
fully enployed on an annual basis. The AEDC has al so consi dered
the film program as an opportunity to focus on nore

HOUSE L&C COW TTEE -11- March 15, 2013



diversification in the econony. In 2011, the AEDC was
conmi ssioned to do an economc inpact study on the film Big
M racl e. The AEDC was only halfway through the disclosure
process and identified the production had already spent $7.7
mllion in goods and services with Al aska conpanies and an
additional $4 mllion on payroll and benefits to Al askans who
worked on the filmas cast or crew. The aforenentioned averaged
$285,000 spent for each of the 58 days of filmng within the
state, plus 1,300 Al askans were touched through the expenditures
from this one production. He suggested that once the indirect
and induced effects of the direct spending were tallied - in
working with the MDowell Goup - the AEDC identified a total
econom ¢ inmpact of $16.5 mllion from this single production.
He said that the AEDC opposes the passage of HB 112 and beli eves
it is very premature to nake judgnents on the incentive program
since very few years have passed. The film industry previously
only had a very small presence in the state. This is not unlike
many industries that have becone major parts of the state;

however, it often takes decades for an industry to grow and
develop, as well as the necessity of the state to provide
incentives to grow these industries. He concluded by saying

t hat the AEDC opposes HB 112.
3:38: 25 PM

BRUCE OSKOLKOFF, Owner, Linelight Recording Studios, related
that he also works with the N nilchik Native Corporation. He
said that this bill would elimnate or negatively inpact the
film industry incentives in Alaska. This bill would be
devastating from an i nmedi ate perspective, but also froma |ong-
term growth perspective that may affect generations of Al askans.

This bill, HB 112, would be a nobst devastating and detri nental
reaction and oversight in the haste to address other legitinmate
econom c conditions in Al aska. Enactnment of HB 112 is not a

| ong-term neani ngful solution and would have an adverse i npact
on the current Al aska-based businesses, contractors, support
facilities, film industry, and film industry infrastructure as
well as the residents involved in the industry. This bill my
sinmply and quickly turn off this industry's developnent in
Al aska. As a lifelong Al askan, he said he has wtnessed the
halting of growh in wvarious industries in the state via
i nnocuous | egqislation. He informed the commttee that he has
participated in the film and recording industries in Al aska for
over 30 years and has benefited greatly as these industries have
taken hold in Al aska and shown signs of growh and enhancenent.
M. GOskol koff related that he maintains opposition to HB 112,
even after listening to the discussions on the bill.
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Furthernore, he said he has been quite appalled the |egislature
woul d consider this at a tine when the state can benefit from
t he program Even the state's oil industry started slowy wth
l[ittle support in the initial stages and required and still
requires structured incentives to maintain it as a viable part
of the econony, a resource for enploynent, and an industry that
supports many facets of the state's capacity, including our
educational college systens. He offered his belief that many
people are not fully aware of the magnitude of the filmindustry
and urged nmenbers to vote against HB 112 and take if off the
state's legislative table.

3:42:10 PM

THOVAS RANDELL DALY, Hi Speed Gear Inc., stated he runs severa
H Speed conpanies in the state and al so produces the Tom Randel

Daly Show. He related his opposition to HB 112, the effect of
which is the opposite of what Al aska needs, which is a
conpetitive, stable econony. As a business owner, he said
several things cane to mnd when he heard about HB 112.
Firstly, Alaska has a three-legged econony consisting of
governnent, energy, and all other sectors. However, the nost
successful leg, energy, is in a cycle of decline as is expected
to be the case for the federal governnent revenue |eg.
Therefore, the third leg of the econony, all other businesses,

will need to shoulder nore of the economc responsibility.
Al though the current film program scheduled to end in July, is
not perfect, it still returned $2.05 in business revenue for

every $1.00 in film incentives spent, according to the nunbers
reported in the recently conpleted | egislative audit.

MR Daly remnded the commttee that the state is currently
conpleting its first five-year experience in the film industry.
A legislative audit recently reviewed the film [incentive]
program and determi ned that inprovenents needed to be nade. | f
two filnms cover the sanme topic but one casts a star |ike Tom
Cruise, the public will likely want to see the well-known actor
and this personifies the reason for the premuns paid in the
past . New ideas needed to be inplenented if the program was
expected to nove forward. After review ng the existing program
and finding ways to make the film program better, the new film
[incentive] program set to becone effective this year would
shift a greater enphasis on hiring Al askans throughout al

| evel s of production and wll meaximze the benefit from the
program to Al askans, Alaska's businesses, and the state, and
woul d i ncrease the revenue per dollar of tax credit.
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MR. DALY said he has spoken to nost of the vendors involved in
film projects on the Kenai Peninsula, which has been known as a
federally recogni zed hub zone for traditionally hi gh

unenpl oynment. The overall experience with the filmindustry has
been very positive and the industry is well-received. However,
HB 112 will discontinue the film incentive program and for al
intent and purposes will Kkill the industry in Al aska. If that
happens, all the investnents, capital, and tine spent to devel op
the filmindustry in Alaska to this point will have been wasted.
He urged nenbers to kill HB 112 and allow the film industry to
gr ow.

MR. DALY then offered his belief that to repeal the film
production tax credit at this time wuld waste tw years of
legislative work to produce a new nore beneficial film
production program and five years of industry work, investnent,
and training to set the foundations of the industry. Al aska's
conpetitors are investing nore aggressively and are seeing

bi gger gai ns. He suggested the l|egislature nove forward wth
the plan that was worked out together in the legislature |ast
sessi on. He asked nenbers to please join him in supporting
busi ness and industry in the state and continue to diversify the
econony for a stronger future. He said, "Let's do what we
agreed to do. Invest in Alaska by providing a stable and

conpetitive environment for the filmindustry to grow in Al aska
Join nme in stopping HB 112 - an anti-business bill."

3:46: 35 PM

DEBORAH SCHI LDT, President, Alaska Film Goup, inforned the
commttee that the Alaska Film Goup is Alaska's |argest non-
profit association of film and video professionals. Over the
past 20 years, the group has grown from 12 people in a garage in
Eagle River to 100-plus nenbers from all around the state. The
group consists of film professionals, support service providers,
and ancillary businesses. Everyone in this group has seen an
econoni ¢ boom from having a growing film industry in the state.
The state has gone from one or two outside productions per year
offering a few weeks work in the days prior to film incentives
to dozens of productions offering nonths of work. I ncentives
are the way filnms work today, he said. Producers shop the gl obe
for incentives and take their projects to that |ocation. It's
the reason why Alaskan stories |ike The Guardian went to
Shreveport, Louisiana. It's the reason that Big Mracle cane
her e. She said that HB 112 is a deal breaker for the film
industry in Alaska, an industry that has had positive econonc
impact on many Al askans, not just the Alaska Film Goup's
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nmenber shi p. Hundreds of statew de businesses and several Al aska
corporations have benefited by using the tax credits in the
banking, fishing, mning, and tourism sectors of Alaska's
econony.

M5. SCHI LDT said, wth respect to l|abor, that students and
tradesnen are enrolled in progranms statewi de and hundreds of
Al askans are enployed by this industry. The new incentive
program w |l decrease incentives for outside hire and wll
increase incentives for local hire. The film industry is a
proven job generator. She asked nenbers not to discourage the
i ndustry when the job rate is down from 2012. She said with
respect to comerce, that this program does pencil out as noted
on page 19 of the 2012 legislative audit by Northern Econom c

She read, "The state realizes a positive return on investnent

from the AFPIP. It generates an estimated $2 in Al askan
econonmc output for every $1 in tax credit - an econonic
multiplier of 2.05 per the consultant's analysis.” The new

program has $100 nillion allocated for each of two five-year
periods beginning in July 2013. She asked nenbers to do the
math, work with the facts and not fiction when naking the
deci si on. This program nakes econonmic sense to nmany Al askans,
from nmom and pop operations to corporations bui | di ng

infrastructure for this industry. She cautioned that none of
them can afford to lose their capital investnents. These
conpani es are depending on the |egislature. She offered her
belief that HB 112 is a losing proposition at a tine when Al aska
needs to send a positive pro-business nessage. Al askan
busi nesses need the legislature's vote of confidence in order to
continue to nove forward wth their investnents in film
infrastructure. Producers from around the world need to hear
that Al aska's incentive programis stable and bankabl e when they
consider Alaska for their next production. This new 10-year
film tax incentive program is truly new and inproved. It is
nor e Al aska centric in structure and i npl enent ati on

Furthernore, the new program offers credits, not subsidies, and
credits are issued only after the noney is spent in Al aska. The

program offers proven value to Al askans across the nap. She
urged nenbers to prove the filmindustry's worth before cutting
t he program She concluded that nenber's votes wll inpact

econonmi ¢ opportunities for all menbers of the Al aska Fil m G oup.
3:50: 40 PM
STACY BOLES, Director, Alaska Crew Training, infornmed the

committee she is a lifelong Alaskan from Sitka with a background
in theatre that she has been unable to use until the passage of
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the film incentive program She explained that Alaska Crew
Training is a nonprofit organization that responds to the needs
of film production because when productions conme to Al aska the
conmpani es want the assurance and confidence that a crew base and
infrastructure exist and that Alaska is doing its best to
provide trained crew who can work on their productions. The
filmtax credit incentives have created this asset because when
conpanies hire Al askans, the production conpanies also get a
better break. She said that Alaska Crew Training creates a
program to train entry level positions, but also identifies
exi sting |abor and goods for production conpani es. Al aska Crew
Training works with local groups, including the University of
Al aska Fairbanks to provide curriculum designed to grow a person
from an entry-level position to a key position. The on-the-job
training is inmportant as is the incentive program to lure
conpanies into the state and continue the training opportunities
ot herwi se opportunities for already trained workers in the film
industry are limted.

3:52: 54 PM

M5. BOLES related that she taught a single one-week class and
within a week two people were put to work: one in a public
servi ce announcenent (PSA) announcenent and the second was cast
in a national television commercial, which nmeans these people
made good wages and were eligible for residual paynments - all
from attendi ng one cl ass. She said her company is successful
and to date has trained 200 people and hopes to train 500 people
by the end of 2013. She noted that the Departnent of Labor &
Wor kf orce Devel opment (DLWD) has a program called Al aska Crew
and Cast Advancenent Program (AKCCAP) which supports interested

Al askans who wish to work in the film industry. The program
provides tuition and hel ps develop curriculum Al askans are
comng to the industry in an unconventional way. Her conpany
hel ps people "figure out the secret handshake,” which neans
everything to the industry. However, killing the Alaska Film
Production Incentive Program with passage of HB 112 wll stop
the nmomentum of this grow ng industry. This bill is a short-
term reaction to long-range planning for the industry. She

urged nenbers to think about the people who put the time into
devel oping this program and the workers that may be displaced.

She concluded that HB 112 will |imt the anmount of industry
comng to the state and the jobs for Al askan workers. Many
Al askans want to return to the state to work in the film
industry and remain in Al aska. She concluded by stating her

opposition to HB 112.
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3:55:02 PM

BOB CROCKETT, General Manager, Piksik, stated that he has been
an Al askan resident for 40 years and would like to testify in
opposition to HB 112. He related that he has worked in the film
industry for over 30 years during which time the industry has

evolved into a nore sustainable industry. Since the advent of
Al aska's economic incentive in 2008, conpanies have invested
mllions in infrastructure and equipnent. For exanple, a new

sound stage is being built in south Anchorage and Piksik has
purchased and shipped industry-type trucks to Alaska that are
being rented to film productions. O her conpanies are naking
simlar investnments in caneras and other high-dollar rental
equi pnrent to neet the demand of increased production activity.
Wrkforce training is underway. However, the introduction of
HB 112 "has sent a chill around the world." Al aska's Film
Production Incentive Program is conpetitive in the industry but
needs fiscal stability. The program provides the conpetitive
driver for infrastructure and crew devel opnent. Wen a
commitnment is made by a legislature, as was the case in 2008,
and again in 2011, the private sector noved forward and invested
mllions of dollars. Uncertainty with Alaska's conmtnment to
i ndustry has many investors putting everything on hold until the
fiscal uncertainty can be addressed.

3:56: 54 PM

MR. CROCKETT said he is keenly aware of how the current and new
Film Production Incentive program works. He commended
Representative Costello, her staff, and the many |egislators
that had the vision to create a nore Alaska-centric program
during the 27th Legislature. He detailed inprovenents to the
program including the non-resident above-the-line workers, such
as producers, directors, actors, and screenwiters, incentive
was reduced from 30 to 5 percent. Second, the resident hire
incentive increased from 10 to 20 percent, which nmeans the nore
Al askans hired the nore benefits the conpany receives for above-
t he-1i ne workers. Third, productions nust spend all dollars in
Al aska and prove to the state that the film they prequalified
for remains the sanme when applying for final application. Those
dollars circul ate throughout the econony and are conpounded by
the productions direct spend - the suppliers spending to
restock, and wages each crew spends while visiting or living in
Al aska before a tax credit is even issued. Fourth, a cabinet-
level review of all projects is perfornmed to ensure the best
interest of the state in residence. This review process wll
occur in the pre-qualification phase, as well as the final
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application phase. This includes a wverification of Al aska
expenditures in a 99 percent sanpling by a third-party certified
public accountant at production expense, which is nore than any
ot her state.

MR, CROCKETT continued and stated that productions nust submt a
non-r efundabl e application fee assessed at two-tenths percent of
the total estimated qualified Al aska spend, except that the fee
nmust not be less than $200 or nore than $5,000. Taxes and fees

are also collected through Dbusiness | i censes, busi ness
registration fees, application fees, rental car taxes, and hotel
bed taxes. Tax relief to Alaska businesses occur through the
tax credit purchase thereby creating nore capital to nmake
additional investnents or hire additional Al askans. To date,
industries that have purchased tax credits include mning,
tourism fishing, banking, and retail. A 2012 |legislative audit

by Northern Economcs denonstrates that the Alaska Film
Production Incentive Program generated an estimated $2 in
econom ¢ output for every $1 in tax credits. He thanked nenbers
for taking the tinme to address this inportant issue. I n
closing, he urged the commttee not to nove HB 112.

3:59:47 PM

KATI E JOHNSTON began her testinmony by informing the committee
her husband is a filmuaker and her famly |oves Al aska and wants
to continue to live in a state they call hone. Her husband has
been a fil muaker since he was eight years old and has a passion
for it unlike any she has ever known. In order to follow his
dream they left Al aska and noved to the Lower 48 to continue
his educati on. Wen the Alaska Film Production Incentive
Program passed they were thrilled since this was their ticket to
come hone. Wen he graduated with a Mster's Degree in
filmuaking, the famly returned hone to Al aska. She said, "This
is where we want to put our talents to work. This is where we
want to raise our children. And this is where we want to put
down our roots." She offered her belief that the Alaska film
incentive has allowed them to do just that and is crucial to
keep film and television production in Alaska and to keeping

Al aska's talent at hone. This is not about the glanour of
Hol | ywood. This is about a grow ng industry of talented nen and
wonmen who want to work. She urged nenbers not to send her

famly to places like British Colunbia, Mchigan, and Loui siana
to do for those state's econom es what they could do by staying
in Al aska and hel pi ng Al aska's econony.

4:01: 26 PM
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BRAD SWENSQN, Chief Executive Oficer (CEO, Crooked Pictures,
stated that Crooked Pictures is an award w nning Al aska-based
film conpany that to date has not applied for any film credits.
He provided his film background and related that in 1991, he

nmoved to Alaska |ooking for opportunities. Ei ghteen years
earlier, his uncle, R ck Swenson, had noved to Al aska and becane
a five-time Iditarod chanpion. "I't worked out well for his
uncle, so why not give it a shot," he said. Li ke the Robert
Service poem the first winter was hell. After the first winter
he met WIIliam Bacon 111, arguably one of Alaska s greatest

fil makers. The opportunity continued when he was asked to edit
his film Tibet - a Mnent in Tine. This led him to be the
i nternational product manager for Professional Editing Systens -
Fast Miultimedia in Minich Germany. After the conpany sold the
technology to Avid [Technology, Inc.], he noved back to Al aska
and continued making films with Bill until his retirenent. He
then joined Levi Taylor and his conpany, Crooked Pictures,
during the creation of his short film Wy Up North that won the
Beverly Hills Film Festival in 2009 for best editing and best

short film That film used 150 Al askan actors, crew, and
arti sans. Many of these people have gone on to work on other
feature films and other projects in Al aska. Crooked Pictures
has continued working on Alaska's films and stories and in 2012,
produced three short filnms, plus an hour |ong docu-drana. He
enphasi zed this conpany uses crew that has been trained on the
projects filned in Alaska, whi ch he characterized as

prof essi onal crew who hone their skills daily on projects com ng
to Alaska as a result of the Alaska Film Production Incentive
Program He offered his belief that this program is working.
In fact, the obvious audit results of a two-to-one ratio benefit

shows this program is bringing noney and work to Al aska. He
stated that Alaska's film industry is a growing industry. He
applauded the legislature for <creating opportunities for
Al askans. In essence, there is no reason to stop this

partnership now, and therefore he said his conmpany |ooks forward
to working in partnership by noving the program forward, not
restricting economc growmh, and to end HB 112. He said he
| ooks forward to continuing 1in the great tradition of
storytel ling.

4.:04: 48 PM
STEVE RYCHETNI K, Ci nematographer, Sprocket Heads, speaking as a
filmmaker in Alaska since 1977, he related support for the

Al aska Film Production Incentive Program Prior to the film
incentive program he was faced with relocating to another
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state. In 2010, he was hired as a first unit canmera operator
for Everybody Loves Wales. He was also the sole canera
operator for the second unit that shot film in Barrow and
captured the local color of the community, which are inmges that
give the filmits authenticity. He said when the Nicolas Cage,
John Cusack film Frozen G ound was filnmed, he worked as the
first unit caneraman and was the second wunit director of
phot ography. Most recently, he has been asked to be director of
phot ography on Decenber Echoes, an independent film to be shot
i n Fairbanks and Anchorage. Years ago he scouted | ocations with
Batman director, Christopher Nolan as M. Nolan prepared to
shoot his Al aska-based thriller Insomia [2002]. He offered his
belief that M. Nolan wanted to shoot his filmin Al aska, but he
had to take it to British Colunbia since A aska did not offer
film incentives. He said, "lncentives always trunp |ocation."
Currently, Sprocket Heads is working with over 10 feature filns
in various stages of developnment that want to shoot in Al aska.
One project of note is a mlitary action series already approved
by the U S. Departnent of Defense (DOD), which is a series that
will put down roots and give Al aska the steady econom c infusion
like the Netflix produced House of Cards provided for Maryl and.
Wil e making notion pictures is hugely rewardi ng, the best part
of the Alaska Film Production Incentive programis for himto be
able to provide for his famly while living in the place he
| oves. He stated that he sees a brighter future for Al aska if
the Alaska Film Production Incentive program which was signed
into law, is allowed to continue to 2023. In fact, the Al aska
State Legislature needs to keep its word, to keep the promse it
made to Al aska's businesses and Al askans when it extended the
programto 2023, he enphasi zed.

4:07:41 PM

M KE DEVLIN, Chief Executive Oficer, Evergreen Filns, stated
that Evergreen Filns an Al aska-based film conpany with state-of-
the art 3-D production studios in both Anchorage and Los
Angel es. He provided his brief background in the software
busi ness, noting that after graduating from the U S. Ar Force
Acadeny and Stanford University in conputer science, he created
a software conpany called Rational Software. He and one of his
classmates grew this conpany from two enployees to over 4,000
enpl oyees generating over $800 million in revenue. In 2002, his
conpany was purchased by IBMfor $2.1 billion. 1In 2005, he cane
to Alaska to start a new conpany focused on fam|ly-oriented
hi gh-end feature filns. In fact, currently he is in post-
production on his first theatrical release, Walking Wth
Di nosaurs 3-D, which is a co-production between Evergreen Filns
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and BBC Eart h. He said that 20th Century Fox is releasing this
film in Decenber 2013 and he anticipates the film will be a
wor | dw de bl ockbuster film This filmwas shot in Grdwod, the
Kenai Peninsula, and New Zeal and. Additionally, his conpany has
currently invested over $6 million in a film production facility

and these investnents are not eligible for tax credits. | f
HB 112 passes, this investnment will need to be witten off.
Therefore, he said he wll need to relocate his operations

outside Al aska, as part of his responsibility to his
shar ehol ders, al though he would prefer to continue production in
Al aska. He related that he has produced high-paying jobs and
would like to do so again. However, he pointed out there is a
fine line between success and failure and the film incentive
program creates a level playing field to allow conpanies to work
in Al aska.

[HB 112 was hel d over.]

HB 76- UNEVMPLOYMENT; ELEC. FI LI NG OF LABOR | NFO

4:11: 00 PM

CHAI R CLSON announced that the next order of business would be
HOUSE BILL NO 76, "An Act relating to electronic filing of
certain information with the Departnent of Labor and Workforce
Devel opnent; relating to surcharges, rate increase reduction,
prohibition on the relief of certain charges, the unenpl oynent
trust fund account, and the offset of certain unenploynent
conpensati on debt wunder the Al aska Enploynent Security Act;
relating to the definition of 'covered unenploynent conpensation
debt' in the Al aska Enployment Security Act; and providing for
an effective date.”

4:11: 37 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 76.

[HB 76 was hel d over. ]
The commttee took an at-ease from4:11 p.m to 4:19 p.m

HB 74- Al DEA: LNG PRQJECT; DI VI DENDS; FI NANCI NG

4:19:10 PM
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CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 74, "An Act relating to devel opnent project
financing by the Alaska Industrial Developnent and Export
Aut hority; relating to the dividends from the Al aska Industria
and Export  Authority; authorizing the Alaska |Industrial
Devel opnent and Export Authority to provide financing and issue
bonds for a liquefied natural gas production system and natura
gas distribution system and providing for an effective date."

4:19:49 PM

M CHAEL POLLEN inforned the conmttee that he has served 12
years on the Fairbanks North Star Borough (FNSB) Air Pollution
Control Conm ssion. During this past w nter Fairbanks has been
experiencing what he <characterized as Beijing quality air
quality with respect to 2.5 particulate matter counts. One of
the only truly sustainable answers to the air quality problemis
natural gas. He recalled the FNSB mayor, Luke Hopkins, spoke to
that problem He reiterated that this is a very serious health
probl em in Fairbanks and the proposed LNG and trucking project
is a very effective solution. Thus, on the basis of health
issues alone the project is worth it; however, this project
woul d have a trenendous econom c inpact, which many people have

hi ghl i ght ed. Additionally, this bill would inprove the
econom cs in Fairbanks and would pronote industry, bring jobs to
the city and to the Railbelt. In particular, he said he is
tired of buying his propane from Calgary, Alberta, Canada.
I nstead, he suggested Al aska should nmake it in Al aska. I n
essence, this bill could bring LNG to Fairbanks and provide a

short-term solution since it would nmesh well wth any pipeline
proj ect. He reiterated his support for HB 74 and urged nenbers
to support the bill.

4.21:58 PM

GEORGE BERRY offered his belief that Fairbanks, the Fairbanks
area, and those who live on the river systemwll be positively
affected by this bill. He said HB 74 would | ower space heating
costs in Fairbanks, along the road system and other areas of
the state as this bill has wide ranging inpact for residents.
He said that natural gas and in particular propane will be able

to reach out and | ower space heating costs in rural Al aska. He
expl ained that propane is a direct byproduct of the |iquefied
natural gas (LNG process, which would be produced on the North
Sl ope. Thus, once LNG is produced, propane wll also be
produced and becone available, which is a positive aspect for
those who do not have access to a pipeline. Furthernore, this
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bill could conplinent various pipeline proposals. In
concl usi on, M. Berry expressed hope that residents can
encourage the legislature to performits due diligence and nove
HB 74 along and allow residents to invest in their famlies and
t he future.

4:24:23 PM

DAVE MESSI ER, Rural Energy Coordinator, Tanana Chiefs Conference
(TCC), explained that TCC is a nonprofit tribal consortium that
represents 42 comunities in Interior Al aska. He then related
his support for HB 74 and the Governor's Interior Energy Plan.
He offered his belief that nore affordable energy in Fairbanks,
the hub for nost of TCC s communities, generally neans cheaper

nore affordable energy for its tribes. Specifically, HB 74 has
the potential to significantly lower the cost of propane
delivered to rural communities in Al aska. Since nearly half of

TCC s tribal nenbers live in and around Fairbanks this bill
woul d have a positive inpact on TCC s nenbers. He reported that
at the TCC s annual convention, the full board passed a

resol ution supporting HB 74 and the governor's energy plan. He
concluded that access to |lowcost energy has led to increased
econonic activity and opportunity in the Lower 48, which the TCC
beli eves would be the case in Fairbanks as well. Therefore, he
strongly encouraged nenbers to nove HB 74 forward since it hel ps
address the needs of all of Interior Al aska and the state as a

whol e. He stressed the inportance of an energy strategy that
includes funding for energy efficiency, weatherization, or
renewabl e energy as a conbined approach. He said the TCC

greatly appreciates the commttee's support for HB 74.
4:25.:43 PM

KARL GOHLKE, Qutside Sales, Frontier Supply Conpany (FSC)

stated that FSC has been in Fairbanks since 1989 and have been
long tine nenbers of the Alliance, the Resource Devel opnent
Council (RDC), Alaska Mners Association (AMA), Association of
Ceneral Contractors (AGC), and the G eater Fairbanks Chanber of
Comer ce. Oiginally as Co-Chair and later as the chair of the
Transportation Committee for the Geater Fairbanks Chanber of
Commerce, he has been involved in the trucking gas project for
the past five years when it was first introduced by Fairbanks
Natural Gas (FNG. The project, although it had nerit when it
began, has even nore nerit today than five years ago. At the
time, conpeting projects, community politics and disagreenents
regarding the North Slope trucking projects hindered its
progr ess. However, Fairbanks Natural Gas (FNG stayed focused
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on the project. Today, FNG the Golden Valley Electric
Association (GVEA), and local politicians are in agreenent that
the trucking project is a bridge to renove Fairbanks from the
national list as the nunber one city with the highest energy
cost .

MR. GOHLKE said it has always been a challenge to live and work
in Fairbanks, but in the past several years the high cost of

energy has made it nmuch nore chall enging. In fact, many have
found it inpossible and have noved from Al aska. The cost of
providing electricity, heati ng, and water conbined wth
rent/nortgage and food |l|eaves Ilittle discretionary or no
di scretionary incone. He said that this lack of discretionary
income places a strain on businesses and famlies that is felt
in the Interior as well as Anchorage. Today's econom c

situation has many unknowns; however, one thing that is known is
t hat Fairbanks is challenged with the high cost of energy. This
makes it hard for businesses to keep people enployed and keeps
busi nesses from comng to Fairbanks. He offered his belief that
the Interior remains the place to do business; however, it has
been made nore difficult by each year that passes wthout
actions for solutions that address the high cost of energy. The
consensus for a near-term imediate solution is trucking gas
from the North Slope as a bridge to a long-term solution of
pi ped natural gas. He offered that HB 74 is a great start to
provide gas to the Interior and the trucking of natural gas from
the North Slope is broader than just Fairbanks. He related that
GVEA and FNG have received inquiries and have responded wth
operational plans for the extended plan to truck gas to
Sout hcentral Al aska. This energy project would | everage natural
gas from smaller communities and other regions of Alaska to
create a backbone for economc expansions to fit in with the
pipeline plan and be a catalyst for private sector
partici pation. He asked nenbers to support HB 74 and not | ose
sight of getting the |lowest cost gas to as many Fairbanks,
Interior Alaskan residents, and businesses as possible by 2015
and help to nmake Fairbanks and the Interior a vital place to
live and to do business.

4:29:11 PM

DAN PORTWNE, noting that he has been in the plunbing and
heati ng business for nearly 40 years, stated that at the end of
the Trans-Al aska Pipeline System (TAPS) construction, in 1977

hi s business did nunerous heat conversions from electric to oil
since electricity costs had skyrocketed. He recalled that at
that tine nost people wanted to be sure the boiler could be
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converted to natural gas; however, the conmunity is stil

waiting for that. Wth regard to a concern raised at a previous
heari ng about the cost of conversion, he pointed out that there
has been a push in Fairbanks in recent years to replace aged

boilers with nore efficient boilers. The mpjority if these
boilers can easily be converted to gas for a cost of $1,500 to
$2, 000, he noted. M. Portwine related a conversation with a

retiree last year during which the retiree said he couldn't
afford the utility costs in Fairbanks and was planning his "exit
strategy,” which is a term that has bothered M. Portw ne. He
urged the committee to support and pass HB 74.

4:30:49 PM

JEREMY HCOLAN, Business Representative, Teansters Local 959,
informed the conmttee that prior to his current job, he worked
as a fuel truck driver when heating oil prices rose from $1 per
gallon to $4.50 per gallon. The heating oil market continues to

remain unstable, he said. |In fact, the current price for nunber
one heating oil is $4.23 per gallon and for nunber two heating
fuel at $4.16 per gallon. He personally burns about 1,100

gallons of fuel oil per year, along with coal and wood use.
These energy costs are hurting Fairbanks and the rural
comunities. In 2009, he noticed honmes going up for sale or
going into foreclosure as he |l earned that people could no |onger
afford to live in Fairbanks. He pointed out the choices to heat
hones in Fairbanks include electric, oil, wood, or coal.
Currently, individuals and organizations are in the process of
curbi ng honeowner use of wood or coal since these fuels create
heal th i ssues. He offered his support for the LNG project. He
concl uded that Fairbanks and the rural communities need cheaper
costs of living and need HB 74 to pass since it will stinmulate
t he econonmy and | ower fuel costs.

4:32:45 PM

BILL ST. PIERRE, speaking as a 30-year Fairbanks resident who
has owned and operated nany | ocal busi nesses, i ncl udi ng
software, nedia, and others, including an Anchorage business

with over 30 enployees, said he can vouch for the |arge nunber
of advertising dollars that conme to Fairbanks from Anchorage and

other parts of the state. These advertising dollars illustrate
the investnent in Fairbanks by Anchorage busi nesses and busi ness
owners, including sandw ch shops, furniture stores, banks and

credit unions, nedical facilities, and the contractors who build
them He hoped nenbers would realize HB 74 does not just affect
Fai rbanks residents, but relates to the hundreds of mllions of
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dollars in Anchorage-owned assets and investnents in Fairbanks

He said the high cost of energy is needlessly stripping away
value from these businesses and the cost of energy in Fairbanks
is simply too high causing many residents and businesses to
| eave, consider leaving, or to refrain from further investnent.
This trucking plan is a good plan that wll solve problens and
create statew de opportunities, as well as provide a foundation
for further devel opnent of Alaska's gas resources in the |onger

term he opined. This bill, he further opined, would protect
the mllions of dollars that statewide investors have in
Fai rbanks and would create mllions nore in devel opnent and
operational opportunities. He asked nenbers to support this
bill since it is in the interest of the entire state.

4:34:46 PM

DI CK BRI CKLEY, Chair, ICE Al aska, noted his appreciation for the
funding the legislature and the governor put in the budget. He
stated that it is critically inportant to the Interior and
Fai rbanks that this bill nove forward. Speaking as the Chair of
| CE Alaska, he related that HB 74 wll save the conpany over
$40,000 in energy costs. He reiterated that it is critically

inmportant that this bill noves forward as Fairbanks needs help
and it will be a great thing for the entire state of Al aska.
4:35:52 PM

MARI A RENSEL asked nenbers to pass HB 74 out of the commttee
for the reasons already stated, including space heating, air
quality, and electricity generation. The high cost of energy

doesn't leave people a lot of choice and many famlies are
| eavi ng the Fairbanks area. She concl uded that Fairbanks needs
to have HB 74 pass out of conmttee, signed, sealed, and
delivered this legislative session

4:36:44 PM

TI MOTHY GUNDERSON rel ated that he came to Alaska with his famly
in 1971 and has raised three children, who have also nmarried and
raised famlies here. He now has married grandchildren who want
to raise their famlies here as well. However, one child noved
away | ast year due to the percentage of incone the famly spent
for heating and electricity and in order to have better economc
opportunities. He asked to add his voice to those in favor of
LNG however, he would like to focus on the propane issue since
that reaches a large group of people that have not been
di scussed and certainly reaches far beyond the Fairbanks area
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He explained that propane is a byproduct of creating LNG which
is created when natural gas is reduced to 261 degrees bel ow zero
in order to liquefy the gas. However, propane nust be renoved
from the LNG since the propane will turn solid. He said that
Cook Inlet natural gas contains propane in the anount of about 1
percent, whereas Prudhoe Bay gas contains propane in the anount
of 12-15 percent. In short, when GVEA begins its [North Sl ope]
production, it wll produce 30,000 gallons per day of propane
byproduct, which could be trucked and barged up the Yukon R ver.
Additionally, the infrastructure necessary for using propane is
considerably smaller since it does not require a piped
distribution system a storage facility, or need to be kept at
bel ow zero tenperatures. Currently, all propane used in Al aska
is inported from Canada, which is shipped by rail to Prince
Rupert, then barged to Wittier, shipped by rail to Fairbanks
and Anchorage, and trucked to other points. Currently, propane
costs, he reported, are $4 per gallon in Fairbanks. He rel ated
that the Anchorage Port Authority and FNG have estimated the
price would be reduced from $1.20-%$1.50 per gallon for Prudhoe

Bay produced natural gas. He concluded that this could be a
huge consideration for energy for Bush Al aska and Fairbanks, as
well as for those who will not be served by pipeline for years

to cone. He shared his background, including that he worked for
the Teansters Training Center, has been involved in the trucking
industry for 40 years, and teaches commercial drivers how to
drive the Dalton H ghway. He nmentioned that he has five
students from TCC who wll Iikely benefit from this as
commerci al drivers.

CHAI R OLSON remarked that he has hit on a point, which is how to
reach people outside the core areas, noting that propane and
other liquids nay be the way to do so.

4:40: 51 PM

ANDREW REI VHERR said he wanted to speak to this issue since he
is very concerned with the econony in Fairbanks, particularly
since he learned from the boss of his wife, a real estate
appraiser, that Fairbanks has had a phenonenal nunber of
foreclosures this year, which were attributed to energy costs

In fact, many people just packed up and left simlar to what
happened in the 1980s. He offered his belief that the solution
to the heating energy and air quality issues is gas and the
necessary infrastructure.

4:42:20 PM
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JIM LAITI began by relating that four generations of his famly
actively live in Fairbanks as well as nunerous friends and
nei ghbors. A common topic of conversation anong themis a |ack
of optimsm especially anong young people. The obvi ous
solution, he opined, is natural gas for Fairbanks and the LNG
project is the perfect junp start to build the project. In
hi ndsi ght, bringing natural gas at that the tine TAPS was
constructed by extending the pipeline to Fairbanks would have

been a benefit to the Interior. Al t hough people are often
concerned about starting a project, good benefits result from
projects such as this one, he opined. He acknow edged t hat

pi pel i ne discussions have occurred for 50 years, but he offered
his belief that this LNG project could be synbiotic with a
pipeline in that infrastructure and a consuner base would be in
place in Fairbanks and in large areas of rural Alaska as well
He urged nenbers to nove HB 74 forward.

4:45:11 PM

JI'M DCODSON, Pr esi dent, Fai r banks Econom ¢ Devel opnent
Corporation (FEDC) stated he has seen first-hand the problens
created by the high cost of energy in Alaska, in particular, in
Fai r banks. Currently, the Fairbanks community is spending over
$600 mnmllion on energy costs, of which 68 percent or
approximately $400 nmillion is being spent on space heating.
These costs are stifling the econony's ability to grow and
opportunities for children to live and enjoy Al aska. This bill
HB 74, is the right legislation for the Fairbanks conmunity at
this tinme, as well as being the right type of legislation for
other communities to build their energy portfolio around and
start to diversify Alaska's econony by creating jobs and
opportunities around the devel opnment of Al aska resources. He
urged nenbers to support HB 74.

4:46:46 PM

RENE STALEY stated that she works for Birchwood Hones and is
also a city council nmenber for the Cty of Fairbanks. She read
a prepared statenent in support of HB 74. She said this bill is
inperative to Alaskans to take a closer look at increasing
energy costs. At Birchwood homes, the conpany provides heat to

400 honmes on 76 acres of property. Each honme is heated by a
dual boiler system which helps keep the home quiet and energy
efficient for space heating requirenents. However, wth

increasing costs, the area's future and energy needs are of
ut nost i nportance. Trucking LNG from the North Slope to the
Interior as a neans to replace fuel oil needs to be addressed.
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The stated goal of securing project financing by the Al aska
| ndustrial Developnment and Export Authority (AIDEA) will help
provide public interest in pronoting the prosperity of new

housi ng devel opnent new enpl oynment, and new  busi ness
devel opnment. She the related support for resolution nunber 4566
from the Fairbanks Gty Council. She closed her testinony by
t hanki ng nmenbers for their service to the state.

4:48: 13 PM

JACK WLBUR, President, Design Al aska, inforned the commttee
that Design Alaska is a small |local business that enploys 60
Fai rbanks residents. He spoke in support of HB 74 and expl ai ned
how getting natural gas to Fairbanks w Il help his business.
Qobvi ously, one reason would be to decrease utility, heating and
el ectricity costs; however, nore inportantly, this bill would
al so decrease the cost for the 60 famlies he supports. He

stated that with the high cost of energy, his enployees |ook to
himto increase their wages in order for themto be able to pay
their bills. He said he essentially not only pays the high cost
of energy for his own business, but he also pays for the high
cost of energy for his enployees' hones. He encouraged support
for HB 74 because he is concerned about Fairbanks's econony,
particularly as the president of an architectural engineering
conpany that depends heavily on the economc health of the
comunity. Unl ess the community can grow and be healthy, M.
W bur said his business cannot continue to grow and be healt hy,
either. He concluded by saying it is very inportant to himas a
busi nessman in Fairbanks that HB 74 be supported and bring gas
to Fairbanks in a tinely fashion.

4:50: 12 PM

CAM CARLSON related that her electric heating bills run $1,100
to $1,200 in the wnter. If GVEA can benefit from this and
decrease her heating bills, she would be elated. She echoed

earlier comrents regarding conversations about people who have
to |l eave due to the percentage of their income that is used for
energy costs. Al t hough the aforenentioned mght be hard for
Anchorage residents to believe since their costs are so low, it
is tough in Fairbanks and she appreciated the opportunity to
express this.

4:51:49 PM

BOB SHEFCHI K, Chair, Fairbanks Chanber of Conmerce Energy
Commttee; Chair, Interior Gas Uility Board, related he would
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not nake repetitive conments since many of his conments have
al ready been made. He infornmed the commttee that the groups he
represents have consistently supported HB 74 and SB 23; this
support has been conveyed during the legislative session in
witing and in public testinmony. He said that the |eadership of
Governor Parnell on energy 1issues Alaskans face is truly
appr eci at ed. This bill, HB 74, would provide authorization to
AIDEA to participate in the developnent of a gas trucking
project designed to lower the space heating and other energy
costs in Fairbanks. The governor's goal of |low cost gas to as
many residents as quickly as possible in Interior Alaska is
broadly support ed. The conbined effects of the high cost of
energy on homeowners, snmall business, and industry and the
i npendi ng consequences of non-attainnment to conmunity grow h,
state highway funding, and conmunity health threaten the
econom c viability of Fairbanks. Al of these inpacts are rea

and i medi at e. He stated that the provision of |owcost LNG
trucking via the North Slope has conbined the |owest capital

cost and the quickest delivery schedul e of any energy project on
the horizon. He highlighted that although gas trucking is
considered a near-term solution, it will also provide a bridge
to a long-term pipeline, building the demand and capacity that
hel ps the economic future of any future pipeline project. This
bill would provide a nmeans for the state to «create
infrastructure critical to the Interior and would bring benefits
to FNSB residents, the highway system across the Interior, and
over tinme to the nore difficult areas to reach. He wurged
commttee nenbers to support HB 74.

4:54: 08 PM

JOVD STEWART, Energy Project Manager , Fai rbanks Econoni c
Devel opnent Corporation (FEDC), stated that he also sits on the
Fai r banks Chanber of Comerce's energy commttee. He said that
sonetimes there is a tendency to let the perfect stand in
opposition to good projects by delaying them while waiting for
projects farther down the horizon. Al though this is no
different, he opined that it is an opportunity for the state to
begin to take good steps on the way to a better future, which he
hoped the legislature would agree with and help the comrunity
nmove forward. He acknow edged that the LNG trucking option is
not the perfect solution, nor is it the nost efficient or
cheapest way to nove gas; however it is a good option. Every
analysis that has been done has shown that it wll nmake an
appreciable savings in the cost of energy to the community.
Furthernore, the LNG trucking project would open the gateway off
the North Slope, which are good things. He al so acknow edged

HOUSE L&C COW TTEE - 30- March 15, 2013



that the funding package isn't perfect, but it is good since it
will create a nore sustainable funding nmechanism to allow the
state to participate in projects and advance them He said that
[the community] may not be able to participate in large scale
grants in the future, but the state can nmake an investnent and
the target investnment will allow those projects to nove forward.
In essence, instead of allowing the perfect to stand in
opposition to the good, he reiterated this is a very good step
on the way to a brighter future wusing sustainable funding
mechani sms. Moreover, the LNG trucking option offers a short-
term solution that brings real benefits to the comunity and
sets up Fairbanks and other comunities statewide to tap into

| arger, better, cheaper sol utions. He asked nenbers for their
support.

4:56: 53 PM

WES MADDEN, Owner, Madden Estate, said as a real estate broker,
he has been able to help people buy, sell, and nanage their
property. He offered his belief that no single threat is
greater than the high cost of energy in Interior Al aska. He

said that famlies are struggling to heat their hones, nmake ends
neet, and with their confidence in the state's ability to what
is right for Al aska's sustainable future. He recalled earlier
testinmony by the honebuilders on behalf of HB 74. The
homebui | di ng profession has been all but decimated in Interior
Al aska due to the |lower demand for housing and lack of profits
due to slowy declining property values and the increasing cost
to build. Additionally, new construction honme sales have
dropped 71 percent, from 157 in 2007 to 45 last year. He
reiterated that the high cost of energy affects everyone and
everything. For instance, rental costs are at an all-tinme high

which is solely due to cost of energy that is passed through to
the tenants who struggle to nake rent paynents.

MR. MADDEN said that his property managenent firm nmanages
several nulti-famly apartnents and honeowner associations and
he does not know how his conpany can get through another w nter

et alone this one due to fuel cost increases. I n Fairbanks an
abundance of conmercial property sits vacant while investors
spend noney in other states. Last year, he said his conpany

| ost a sale on an apartnent conplex to an out-of-state investor,
nostly due to Al aska Housing Finance Corporation's assessnent of
t he Fairbanks market. Calls from property owners in rural
communities in Interior Al aska cone through his office; however,
their property is unsellable since there are not any buyers. He
related that the communities are losing long tine generationa
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Al askan famlies, sone with nanes that appear on street signs;
these famlies aren't just leaving the Interior, they are
| eaving the state. He said that HB 74 is the good news that

will ignite the spirit of +the Interior Alaskan since it
represents hope and will provide the much needed confidence in
[the state's] |eadership and decision making. "However, we need

action and we need action this session,"” he said. He concl uded
by echoing that there's no such thing as a perfect plan, and a
good plan executed now is better than a perfect plan executed
next week. He expressed hope that his business will grow as he
does not want to plan his own exit strategy and be able to
confidently suggest to high school students that Interior Al aska
is a great place to start a career. He also would like his
community to develop, keep Alaskans in Alaska, and raise his
famly in this great state. He urged nenbers to support HB 74.

5:00: 04 PM

LI SA HERBERT, Executive Director, Fairbanks Chanber of Commerce,

stated that the Fairbanks Chanber of Commerce's critica

priority this year is reducing the high cost of energy since
space heating and electricity is driving away business. She
related coments from one of her nenbers, Auto Trim Al aska.

Steve Vincent, GCeneral WMnager, Auto Trim Design, has a 2,000
square foot house and his friend in Kenai has a 1,900 square
foot hone. The natural gas cost to heat the Kenai honme is
$1,080, but the cost to heat M. Vincent's hone in Fairbanks is
$5,040 and is supplenented by oil heat with a wood stove. M.

Vincent's 13,000 square foot store has heating costs of $70,000
annual ly, just three years ago after investing $40,000 in better
roofing and insulation. To offset his utility costs, his entire
staff of 34 enployees had to take a 10 percent pay cut and | oose
sone benefits in order for themto keep their jobs. He foresees
probable layoffs wthout changes on the horizon. As the
conmittee has heard, and has continued to hear, the Fairbanks
community has nobilized and stands before the commttee this
afternoon offering its whol ehearted support for HB 74. She said
t he Fairbanks Chamber of Conmerce continues to advocate that the
target goal of $15 per thousand thousand British thermal units
(MwBtu) for delivered natural gas wll effectively act at
conversion by cutting space heating bills in half, bringing in
$200 million of disposable income to the Fairbanks and statew de
econony. The Fairbanks Chanber of Commerce |ooks forward to
continuing to be the legislature's partner in what the governor
has referred to as a persistent unrelenting effort to bring |ow
cost energy to Interior Al aska.
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5:02: 38 PM

LI SA PEGER stated that such a project would give residents

relief year after year. She urged nenbers to nove forward with
HB 74. She suggested savings will result in the social welfare
arena from this proposal. Drawing from her experience as a

| andl ord, she informed the commttee that she has fielded phone
calls fromfamlies living on top one another since they cannot
afford two or three bedroons. She then related her support for
the bullet |I|ine since having an open season wll give
proprietary information and encourage novenent since the
producers wll know the state can build its own gasline for
several hundred mllion dollars. She suggested these projects
conpl ement one another since having the trucking wll give a
larger bid for gas on the open narket of a gasline since the
area wll have a larger consunmer base. She could not see any
downside to the plan except [the need] to fix the Dalton H ghway
fromtime to tinme. The LNG plant will be on skids and can be
sold, noved, or repurposed. Ms. Peger expressed interest in
havi ng sone good novenent on sone good projects.

5:05: 53 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 74.

[HB 74 was hel d over. ]

5:06: 25 PM

ADJ QURNIVENT

There being no further business before the conmttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
5:06 p. m
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