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ACTI ON NARRATI VE
3:29:46 PM

CHAIR KURT OLSON reconvened the House Labor and Commerce
Standing Conmmttee neeting to order at 3:29 p.m from the
3/ 15/ 13 recess. Representati ves Chenault, Josephson, Mllett,
Rei nbold, and OJOson were present at the <call to order
Representative Saddl er arrived as the neeting was in progress.

HB 112- REPEAL FI LM PRODUCTI ON TAX CREDI T

3:30:11 PM
CHAI R OLSON announced that the only 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
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effective dates of secs. 31 - 33, ch. 51, SLA 2012; and
providing for an effective date."

3:30:39 PM

MAYA  SALGANEK, Assi st ant Pr of essor, University of Al aska
Fai rbanks (UAF); Admnistrative Director, Film Program UAF,
stated HB 112 would effectively elimnate the Alaska Film
Production Incentive Program (AFPIP) in Al aska. As the
Adm nistrative Director of the Film Program she offered to
descri be what the tax incentive program neans to UAF s students.
She stated that since 2010, the film courses have seen a 60
percent enrollnment increase. Student credit hours are up;
sumrer course enrollnment is up; and nore students are able to
stay in the state for their education since this programis in
pl ace. The UAF has been able to attract grant noney to the
program by partnering with scientists, engineers, and educators
to create multi-nmedia content about Alaska from a variety of
per specti ves. Additionally, the UAF has been involved in
commercial productions, television productions, and feature
filmns.

M5. SALGANEK said that UAF's film program began in 2012, but has
al ready graduated four students with Bachelor of Art's degrees
in film and supports an additional 14 mjors, four pre-nmgjors,
and approximately 20 mnors. Even though the program is a
nodest program it is growng and the UAF has nore opportunities
than it can currently pursue. She said that UAF fil makers are
diverse in age, race, and socio-econon c background. These
filmmkers are mlitary veterans, parents, wurban and rural
Al askans, as well as students from the Lower 48. Al of them
desire to be a part of sonething enriching and exciting, have
stories to tell, and are working hard to not only to devel op
their own ideas, but to support others in bringing their stories
to life through film Film students learn by doing and are
actively working in the comunity for local and national film
productions as part of their educational career. Wthin the
past nonth, seven UAF film students worked on location for four
different film productions. At the sane time, Fairbanks had a
BBC reality television series, PBS s series from Vision WMker
Media, of Growing Native; an ABC Broadcast of the Iron Dog race;
and a docunentary by Alma Har'el. In the past nonth, 50 percent
of UAF's current student majors were working professionally in
the film industry in Fairbanks; although the enploynent is not
yet full-time, this work does offer students hands-on experience
| eading to consistent opportunities in the film and television
i ndustry. These students will go on to be the |eaders in Al aska
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in this business, but they are not yet ready to lead the way,
she offered. O the projects nentioned, half of them are
utilizing AFPIP. The incentives are basically doubling the
anount of work produced in the state and the work the incentives
bring translates into nore |abor hours being held by Al askans
now than ever before. This is bringing new hands-on training
for the students and others in the field and will lead to nore
Al askans being ready to take control and direct the future of
this industry for the long haul. The UAF has risen to the cal
for nore training as was inplenmented through the |egislative
appropriation in 2011.

3:34:27 PM

M5. SALGANEK said the UAF has spent this past year developing a
training program specifically designed to fill the film
i ndustry's needs. If the incentive program were to disappear
this year, the tax dollars wasted will include the tine and
energy spent in developing, creating, and preparing for the
growh of this industry. It would include the wasted resource

of trained Alaskans ready to work in this business and as a
program would | ose nonentum gained in creating new jobs. When
the jobs go away so will those who are eager to work in this
dynam c industry. She predicted the brain drain will resune.
Al aska has material and inmaterial assets. The material assets
can be bought and sold, but the immterial assets - the stories,
the adventures, the history and beauty of Al aska can be packaged
and sold in 90-mnute films - over and over again. Every great
state has a filmindustry for a reason: to pronote and protect
the inmage of the state. She offered her belief that the inmage
of Alaska should be protected, which is done by devel oping
Al aska's own capacity to tell Alaska stories by Al askans in the
nost conpelling nedia possible, which is film She said that
buil ding capacity takes, tinme, investnent, and vision. She
asked nenbers to trust these vision nmakers of Alaska to work
with outside film producers for now in devel oping a stronger and
clearer inmage of Alaska to share with the world in the future

particularly since all of the tax incentives will sunset in 10
years. She urged the conmttee to provide room for an industry
with infinite assets. Once Alaska's infrastructure is built
t hrough AFPIP, then Alaskans will be able to take over and nove
forward

3:36:10 PM

SHAWN WEI XELMAN, Film Student, University of Al aska Fairbanks
(UAF), stated his wife, Annette Pearson, is also a film student
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at UAF. They both returned to college to pursue a film career
based on the AFPIP so their future livelihood depends to a great
extent on the tax incentives. He suggested that the way to grow
tourism and population growh is through film and tel evision by
keeping a perpetual interest in Al aska. He said that people
will come to Alaska to vacation and live here; however, Al aska
must be a persistent presence in the mnds of the Anmerican
popul ati on, which can't be done without film and television, he
sai d.

3:37:55 PM

CAREY SEWARD said she is affiliated with arts groups in
Fai r banks. She attended UAF as a theatre mmjor since there
wasn't a film program at the time, but a film mnor, which was
nostly film studies, but not the production of film Now that a
film program exists, she has been working as an independent
contractor. She described her experience as being really
wonder f ul . I[t's inportant for people like M. Wixelnmn and
many others with dreanms of making [filn] content about Alaska to
have the opportunities and ability in Al aska. She offered her
belief that the imge of A aska wll be controlled by the
Hol l ywood film industry if Al aska does not have control over
content. Further, the film incentive program is the key to
buil ding that industry so nore Al askans can live in Al aska and
make fil ms. She concluded by saying that the film incentive
program gives her opportunities to work and is one of the
reasons she wants to stay in Al aska whereas five years ago she
was ready to nove to the Lower 48 and never return to Al aska.

3:40: 46 PM

THOMAS HIGE NS, speaking as a film nmaker, actor, and a non-
of ficer menber of the International Alliance of Theatrical Stage
Enpl oyees Local 918 (I ATSE), related his support for a stronger
econony. He recalled the bill sponsor testifying that the film
i ndustry does not pay corporate taxes, which is true. However,
the AFPIP allows corporations such as mning and oil to buy the
credits as an incentive to create jobs. He pointed out that
changes to the AFPIP require nore local hire and |less inported
wor kers plus | ess noney to Hollywod stars. Unfortunately, that
change may have stymed the filmindustry fromgrowing in Al aska
and perhaps should be reconsidered. The film industry's
expenditures are infused into Alaska' s econony immediately,
while the tax credits can be held for nmany years and not used
for corporate offsets. He highlighted that this |eaves the
noney spent in Al aska working for Al askans until the credits are
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used. Certainly, the film expenditures and wages would not
otherwise cone to Alaska, but the state's econony is nore
diversified and nore stable with the tax incentives.

MR HGENS said the film expenditures support businesses and

i ndustry throughout the state, including supply transporters,
hotel and housing rentals, as well as car, truck and equi pnent
rentals of all types. Additionally, the film expenditures
affect food service, restaurant - retail and wholesale -
hardware and |unber stores, paint suppliers, furniture stores

Al askan gifts and crafts, and nore. O course, the Al askan

gifts and crafts advertise Al aska when the film workers |eave
Al aska. The locally owned novi e support conpanies can grow over
time and keep industry in Al aska. The | ATSE provides health
care insurance opportunities to filmworkers and their famlies,
whi ch essentially spreads the financial benefits into the health
care industry, too. He concluded that nore jobs going to
Al askans neans |ess hotels used by less inported workers. Thus
he supported expanding filmng throughout the sunmmer, which
allows for nore light to shoot filnms and gives Al askans good
payi ng j obs.

3:44: 27 PM

MR H GANS, recalling the sponsor's comment that film jobs are
not permanent, pointed out that fishing and tourism are
seasonal, too, yet these industries are part of vibrant
communities and provide incone for Alaskans, their famlies, and
the state's econony, in general. Not only has the film
i ncentive program been good for Alaska, it should be expanded to
provi de year round opportunities. In fact, the AFPIP is not a
handout, but <creates good jobs for Al askans, he said. He
enphasi zed that this industry is not about creating stars and
handouts to Hollywood, but is about creating good job
opportunities for Al askans. He urged nenbers not to pass the
bill out of conmmttee and to allow the changes to the [AFPIP]
programto go into effect.

3:45: 30 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 112.

REPRESENTATI VE M LLETT asked whether the film office should be

conpletely renoved since the bill renoves the [AFPIP] program
She pointed out the legislature frequently discusses allow ng
oil taxes to take effect. Since changes to the AFPIP program
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will go into effect this year, it seened confusing to renove the
tax credit incentives [at this point.]

3:46:49 PM

DANI EL GEORGE, Staff, Representative Bill Stoltze, Alaska State
Legi slature, on behalf of Representative Bill Stoltze, sponsor
of HB 112, responded that this bill would allow the Departnent
of Revenue (DOR) to recoup danmages to the state for up to six
years. Thus if the programis termnated it is inportant to the
state to recover any damages discovered after the AFPIP s
term nation, which could potentially save the state some noney.
In response to keeping the filmoffice in place, he related that
many states have film offices and it's inportant to show the
[industry] that Alaska is still open for business and can
coordinate with individuals |ooking for |ocations. G ant ed,
providing tax credits is one thing, but having an office to
di rect people, share past experiences, and show that filmng in
Al aska is wel cone is anot her.

3:47:58 PM

REPRESENTATI VE M LLETT pointed out that 37 states have film
incentive credits. She agreed that Al aska had a film production
office in Alaska prior to the film incentive credits; however,
there wasn't a lot of activity prior to the film tax incentive
credit. She predicted that if the AFPIP is dissolved, the
office would field calls from few people. She asked why these
film productions would cone to Alaska to do business when they
could go to New Mexico since that state has tax credits or to
Canada, who is Alaska's conpetition. She said, "I'm a little
concerned that we're throwing the baby out with the bath water
and I would like to see this program continue.” She also said
she wouldn't hold up the bill from being noved out of commttee,
but she is sure disappointed to start and end a program so
qui ckly. She offered her belief that +the state |ooks
schi zophrenic when it starts a program and reverses course the
next session.

3:49: 01 PM

CHAIR OLSON offered his perspective for nenbers. He stated that
this commttee spent several weeks on the incentive program and
wor ked on local hire issues. The finance subcommttee worked on
the bill over the interim and finished its work |ast year. He
related his understanding that nany people weren't happy wth
the outcone but there was little tinme at the end of session. He
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suggested noving the bill to the House Finance Conmittee to
allow further work to be done, perhaps by sone of the sane
peopl e who worked on the subcommttee. He offered his belief
that the program is salvageable, but it likely needs to happen
in the House Finance Commttee. He encouraged nenbers to vote
how they want to vote. He said he could argue either way. He
acknowl edged that last year the conmittee wasn't conpletely
happy with the bill that passed. However, noving HB 112 from
commttee isn't the death of [AFPIP], but wll allow further
work to happen to [the program ]

REPRESENTATI VE M LLETT said she attended the House Finance
subconm ttee hearings and offered her belief that the House
Finance Commttee could make changes and keep the film tax
credit in place, but perhaps not at such a discount. She didn't
di sagree with the concerns, but expressed concern that noving
the bill could kill the program and she would hate to see that
happen.

3:51: 31 PM

REPRESENTATI VE JOSEPHSON said he fundanmentally understands sone
of the criticism about the AFPIP, but the program creates lots
of jobs and generates nore than it <costs, by about $12-%$15
mllion. He agreed with Representative MIlett that the House
Fi nance subconmittee process was conducted; however, the interim
process speaks nmore to him than one taken during session since
fewer distractions occur. In fact, mllions of dollars are
spent on tourism and seafood narketing, which he did not
begrudge, since these expenditures are good expenditures. To a
great extent, the film credit is simlar since it helps to
diversify the econonmy and it generates creative jobs. He said

"I think it's good for the state."

CHAIR OLSON suggested he read the Legislative Budget & Audit
(LB&A) report that was just rel eased.

REPRESENTATI VE JOSEPHSON responded that the conments in the
LB&A' s audit were m xed comments. He pointed out that since the
audit was issued in August 2012 and the bill was revised in My,
he was unsure as to whether the LB&A' s audit tinme |ine speaks to
the new bill.

CHAIR OLSON answered that the LB&A audit reflected sone tax

credits had been taken which were not docunent ed, whi ch
hi ghl i ghted sone of the probl em
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3:53:22 PM

REPRESENTATI VE SADDLER said he is not especially entranced with
Hol | ywood. He al so said he doesn't go to many novies or share a
ot of the values he sees on the screen. He acknow edged t hat
sonme Al askans receive business and have small businesses that
stem fromthe film industry. However, many busi nesses could be
supported by a 42 percent [subsidy]. In fact, $300 nmillion
woul d certainly attract sonme i nt er est and attention

Furthernore, he was taken aback by sonme testinony that said
without the film tax credit the industry would die, which
guestions the basis for the industry if it requires this type of
subsidy to survive. There aren't any guarantees the industry
will survive after the tax incentives. In fact, Alaska did have
a filmoffice and some filnms and commercials were shot in Al aska
prior to the credits. He surm sed that keeping the film office
operating would be a neans to encourage things to happen w thout

t he subsidy. He also suspected that continuing the audit
process would allow the LB&A to continue to audit the credits
for the future. He understood this issue is a big issue and

| ots of people have opinions. He said he would respect the wll
of the body when it cones to that point.

3:54:59 PM

REPRESENTATI VE REINBOLD said she is a cosponsor and supports
nmoving the bill. She further said she was unsure the film
credit is doing a lot of good for developnent of the state's
resources. She has seen a nunber of the films and is alarned at
some of the filnms that are produced. She pointed out that the
Senate is considering the repeal of tax credits for the oil

i ndustry. She indicated it is alarmng to her that the state
woul d want to fund an industry for which the |argest investnent
was $12 mllion, while the oil conpanies bring in over 90

percent of the funds to the general fund, yet the legislature is
repeal ing those taxes. She concluded that she is happy to nove
HB 112 from committee and that the legislature is tightening its
belt because the state should be cautious where credits are
gi ven and where the state makes its investnents.

3:56:14 PM

REPRESENTATI VE CHENAULT said nost of the conmments have been
made. He offered that the legislature added to last year's
bill, which acconplished sone ot her good things for Al aska.
3:56:41 PM
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REPRESENTATI VE REI NBOLD noved to report HB 112 out of committee
with individual recomrendations and the acconpanying fiscal
not es.

REPRESENTATI VE JOSEPHSON obj ect ed.
3:57:41 PM

A roll call vote was taken. Represent ati ves Rei nbol d, Saddl er
Chenault, and O son voted in favor of noving HB 112 out of the
House Labor and Conmerce Standing Commttee. Represent ati ves
Josephson and MIlett voted against it. Therefore, HB 112 was
reported out of the House Labor and Conmerce Standing Conmttee
by a vote of 4-2.

3:58:43 PM
ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
3:58 p.m
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