SENATE FI NANCE COWM TTEE
March 24, 2015
9:05 a. m

9: 05: 09 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:05 a.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co-Chair
Senator Pete Kelly, Co-Chair
Senator Peter M cciche, Vice-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

VEMBERS ABSENT

None

ALSO PRESENT

Carol Beecher, Director, Child Support Services, Departnent
of Revenue; Stacy Steinberg, Chief Assistant Attorney
CGeneral, Departnent of Law, Senator Bill Stolze, sponsor;
Dani el CGeorge, Staff to Senator Bill Stoltze

PRESENT VI A TELECONFERENCE

Ronan P. Nagle, Self, Fairbanks; Janes Hastings, Last
Frontier Aviation Goup and Pathfinder, Inc., Mtsu; Elinor
Maya Sal ganek, Director, Film Program University of Al aska
Fai r banks, Fai r banks; Asner et Payne, Film Student,
University of Al aska Fairbanks, Fairbanks; Cedar Cussins,
Co- Omer, 49th State Mtor Tours, Anchorage; Thonas Daly,
President, Alaska Film Goup, Kenai; Frank Flavin, Flavin
Phot ogr aphy, Anchorage; Andrew Macebo, self, Anchorage;
El mer Pekoal ok, Self, None; Dr. GCeorge Guthridge, self,
Di | I'i ngham



SUMVARY
SB 39 REPEAL FI LM PRODUCTI ON TAX CREDI T

SB 39 was HEARD and HELD in commttee for further
consi derati on.

SB 51 UNI FORM | NTER. CHI LD SUPPCORT; PARENTAGE
SB 51 was HEARD and HELD in conmittee for further

consi der ati on.

9: 05: 36 AM

#sb51
SENATE BILL NO. 51

"An Act relating to the Uniform Interstate Famly
Support Act, including jurisdiction by tribunals of
the state, registration and proceedings related to
support orders from other state tribunals, foreign
support orders, foreign tribunals, and certain persons
resi ding in foreign countri es; relating to
determ nation of parentage of a child; and providing
for an effective date.”

9: 05: 54 AM

CAROL BEECHER, DI RECTOR, CHI LD SUPPORT SERVI CES, DEPARTMENT
OF REVENUE, gave an overview of SB 51. She stated that SB
51 would anend current |law by expanding it to provide an
efficient and effective nechanism for enforcing child
support orders between countries. She shared that the
current version of the Uniform Interstate Famly Support
Act, contained in Alaska's statutes and passed in 1996, was
witten in order to provide a clear franmework for enforcing
orders between states. She furthered that the act cleared
up problens with nultiple orders in various |ocations, as
well as other jurisdictional issues. She stressed that the
act had been instrunental in providing a uniform nethod for
enforcing child support orders between states. She noted
that the change in the act suggested by the W version of
the bill would greatly inprove child support services when
one parent lived outside of the United States. She shared
that in 2008, the National Conference of Comm ssioners on
Uniform State Laws (also known as the Uniform Law
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Commi ssi on) approved anendnents to U FSA to incorporate the
provi sions of the Convention on the International Recovery
of Child Support and Oher Fornms of Famly Mintenance
(Convention), concluded at The Hague, Novenber 23, 2007.
She furthered that in 2010 the U S. Senate provided a
resol ution of advice and consent to The Convention, and in
Septenber of 2014, public law 113-183, "Preventing Sex
Trafficking and Strengthening Famlies Act", was signed
into law. The law required that all 4-D child support
prograns to pass UFSA 2008 by the next |legislative
sessi on.

9:08: 05 AM

Ms. Beecher continued that federal funding of the 4-D child
support program was a condition of passage and would nean
$19 mllion to the child support program the Tenporary Aid
for Needy Families block grant was also contingent on
passage.

9:09: 04 AM

Ms. Beecher said that U FSA 2008 would allow U S. children
to receive child support if the non-custodial parent |ived
in a treaty country. She explained that many countries
currently would not process foreign child support requests
in the absence of a treaty obligation. She relayed that the
2008 changes had been limted to those necessary to
accomobdat e the convention. She asserted that passage woul d
ensure a uniform nethod of enforcing child support orders
bet ween participating countries.

9: 09: 53 AM

STACY  STEI NBERG CH EF  ASSI STANT  ATTORNEY  GENERAL,
DEPARTMENT OF LAW presented the sectional analysis (copy
on file):

As a prelimnary matter, note that a sectional sunmary

of a bill should not be considered an authoritative
interpretation of the bill and the bill itself is the
best statenent of its contents. |If you would |ike an
interpretation of the bill as it my apply to a

particul ar set of circunstances, please advise.
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Secs. 1 - 16. Amend definitions and add new
definitions applicable to AS 25.25 relating to the
Uni form Fam | y Support Act.

9:10: 36 AM

Co-Chair MacKinnon interjected that the section would
expand the definition of "hone state", or "state."

Ms. Steinberg clarified that the section would amend sone
definitions, including "foreign state", and add new
definitions for what would be the new Article 7 in the act.
She stated that the section anended the definition of

"foreign state", "initiating tribunal", "issuing state",
i Ssui ng tribunal ™, "obligee", "obligor", "register”

"registering tribunal”, "responding state", "responding
tribunal ", "state", "support order", and "support

enf or cenent agency."

Co- Chair MacKinnon added that the bill worked to expand
definitions in order to appropriately conmunicate wth
ot her organization that may be foreign in nature, keeping
in-line with what other states were doing.

9:12:48 AM

Ms. Steinberg concurred. She continued with the sectiona
anal ysi s:

Sec. 17. Designates the child support services agency
created in AS 25.27.010 as the support enforcenent
agency of the state.

Sec. 18. Amrends AS 25.25.103 to clarify that
cunmul ative renedies do not affect the recognition of a
support order on the basis of comty.

Sec. 19. Adds a new subsection to AS 25 .25.103 to
establish that the bill does not establish the
exclusive nmethod for establishing support orders in
the state and that it does not grant the state the
ability to issue an order related to custody or
parenting tinme under this chapter.

Sec. 20. Requires a tribunal of the state to apply

specified sections of the bill and |law to proceedings
involving foreign support orders, foreign tribunals,
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or obligees, obligors, or children residing in a
foreign country.

Sec. 21. Makes clarifying anendnents to AS 25.25.201
pertaining to jurisdiction over nonresidents.

Sec. 22. Explains that the laws of the state may not
be wused to acquire personal jurisdiction for a
tribunal of the state to nodify a child support order
of another state, or a foreign support order, unless
certain requirenents are net.

Sec. 23. Repeals and reenacts AS 25.25.202 to provide
that the state has continuing, exclusive jurisdiction
to nodify or enforce its order if certain requirenents
are met.

Co- Chair MacKi nnon wel comed Co-Chair Kelly to the table.

9:14: 36 AM

Ms. Steinberg continued:

Sec. 24. WMkes clarifying revisions to AS 25.25.203
pertaining to initiating and responding tribunals.

Sec. 25. Mkes clarifying revisions to AS 25.25.204
pertaining to sinultaneous proceedi ngs.

Sec. 26. Cdarifies that jurisdiction is based on
residency at the tinme of filing and that the state can
have continuing jurisdiction with the consent of all
parti es even when the parties no | onger reside there.

Sec. 27. Cdarifies when the state may not exercise
continuing, exclusive jurisdiction to nodify a child
support order issued by a tribunal of the state.

Sec. 28. Requires a tribunal of the state to recognize
continuing, exclusive jurisdiction of the tribunal of
another state that has issued a child support order
under a law substantially simlar to this chapter.

Sec. 29. Allows a tribunal of the state to serve as
the initiating tribunal to request the tribunal of
another state to nodify a support order issued in that
st at e.
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Secs. 30 and 31. Carify when a tribunal of this state
can act as an initiating or responding tribunal to
enforce a support order

Secs. 32 - 37. Amend procedures for determ ning which
order is the controlling order if two or nore support
orders have been issued for the sanme obliger and
child. Adds requirenments for controlling support
or ders.

9:16: 06 AM

Ms. Steinberg continued:

Sec. 38. Adds *"foreign country" to AS 25.25.208
pertaining to orders for two or nore obligees.

Sec. 39. darifies language regarding credit for
paynent s.

Sec. 40. Adds new sections regarding proceedings
involving nonresidents who are subject to personal
jurisdiction, and regarding jurisdiction for nodifying
spousal support orders.

Sec. 41. Makes clarifying revisions to AS 25. 25
.301(c).

Sec. 42. Anends AS 25.25.303 to renmove "including the
rules on choice of law.... "

Sec. 43. Amends AS 25.25.304 relating to the duties of
a tribunal of this state to specify the anount of
support sought from a foreign country and to convert
the amount into foreign currency.

Sec. 44. Allows a tribunal of this state to determ ne
the controlling child support order.

Sec. 45. Provides the process for a tribunal of this
state to convert a foreign support order into the
equi val ent anount in dollars.

Sec. 46. Makes clarifying revisions to AS 25. 25. 306.

Secs. 47 - 48. Makes clarifying revisions and adds
sections to the duties of <child support agencies
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regar di ng foreign support orders and i ncome
wi t hhol di ng orders.

Sec. 49. Adds a new section setting out the duties of
t he Departnent of Revenue under the Act.

Sec. 50. Makes clarifying revisions to AS 25. 25. 310.
Sec. 51. Makes clarifying revisions to AS 25.25. 311

Sec. 52. Changes requirenents regarding when a court
may seal information to protect the health, safety, or
liberty of a party or a child.

Sec. 53. Makes clarifying revisions to AS 25.25.3 13.
Sec. 54. Makes clarifying revisions to AS 25.25.3 14.

Secs. 55 - 59. Mke clarifying revisions to AS
25. 25. 316

Sec. 60. Adds a new section providing that a certified
copy of a voluntary acknowl edgenent of paternity is
adm ssible to establish paternity.

Sec. 61. Alows tribunals to comunicate through
el ectronic mail under the Act.

Sec. 62. Anends AS 25.25.318 to apply to tribunals
outside this state.

Sec. 63. Makes clarifying revisions to AS 25.25.3 19.

Sec. 64. Adds sections relating to the duties of the
support enforcenment agency of this state or a tribuna
of this state when the child support services agency
of this state receives paynents under a support order
and neither the obligor, the obligee, nor the child
resides in this state.

9:19: 09 AM

Ms. Steinberg continued:

Sec. 65. Allows a responding tribunal of this state to
issue a support order if the tribunal has personal
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jurisdiction over an individual residing outside of
t he state.

Sec. 66. Cdarifies when a tribunal may issue a
tenmporary child support order

Sec. 67. Authorizes a tribunal of this state to serve
as a responding tribunal in a proceeding to determ ne
par ent age.

Sec. 68. Makes clarifying revisions to AS 25. 25. 501.
Sec. 69. Makes clarifying revisions to AS 25.25.502.
Sec. 70. Makes clarifying revisions to AS 25.25.503.
Sec. 71. Makes clarifying revisions to AS 25.25. 504.
Sec. 72. Makes clarifying revisions to AS 25. 25. 505.

Sec. 73. Carifies how an obligor can challenge the
enforcement of an incone w thholding order issued in
another state and received by an enployer of this
st at e.

Secs. 74 - 77. Add "foreign support order" as an order
that can be registered in this state.

Sec. 78. Provides procedures for registering an order
when nore than one order is in effect.

Sec. 79. Adds "foreign support order" to AS 25.25.603,
dealing with effect of registration for enforcenent.

Sec. 80. Provides that the law of the issuing state or
country governs certain proceedings relating to
support orders.

Sec. 81. Provides that a responding tribunal in this
state shall apply the procedures and renedies
available in this state to collect and enforce a
support order from another state or foreign country
but will prospectively apply the law of the state or
foreign country that issued the controlling order

Sec. 82. Adds "foreign support order" to AS 25.25. 605,
regardi ng notice of registration of order.
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Sec. 83. Adds new subsections relating to procedures
required when a registering party asserts that two or
nore orders are in effect.

Secs. 84 - 85. Make conformng anendments to AS
25. 25. 606.
9:21:21 AM

Ms. Steinberg continued:

Sec. 86. Adds "the alleged controlling order is not
the <controlling order” to the |list of defenses
available to a party contesting the wvalidity or
enforcenent of a registered support order.

Secs. 87 - 89. Make conform ng anendnents.

Sec. 90. Prohibits a tribunal of this state from
nmodi fying the duration of the obligation of support
under a support order that could not be nodified under
the Jaw of the issuing state.

Sec. 91. Mkes clarifying anmendnents to AS 25.25.61
[ (d).

Sec. 92. Adds new subsections providing that the |aw
of the state that issued the controlling support order
governs the duration of the obligation of support.

Sec. 93. Requires that when an order issued by a
tribunal of this state is nodified by another state

this state shall only enforce the original order for
the purposes of arrears and interest prior to
nodi fi cati on.

Sec. 94. Amends AS 25.25.613(b) to include references
to new sections added by this bill.

Sec. 95. Adds new sections relating to jurisdiction
and procedures to nodify child support orders of
foreign countries.

Sec. 96. Adds a new article, Article 7 A dealing with
proceedi ngs under the Convention on the Internationa
Recovery of Child Support and OQher Forns of Famly
Mai nt enance.
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New sections include definitions, applicability,
initiation of support proceedings, registration of
convention support orders, contesting orders,
recognition and enforcenent of orders, foreign support
agreenents, nodification of convention support orders,
and ot her sections.

Secs. 97 - 100. Mke clarifying revisions to AS
25.25.801, AS 25.25.802, and AS 25.25.901.

Sec. 101. Repeals AS 25.25.101(7), AS 25.25.205(f), AS
25.25.206(c), AS 25.25.301(b), AS 25.25.401 (c), and
AS 25. 25. 701.

Sec. 102. Provi des that this Act applies to
proceedi ngs begun on or after the effective date of
this section.

Sec. 103. Requires the Departnent of Revenue to adopt
transition regul ations.

Sec. | 04. Directs the reviser to make conform ng
anmendnents to various article headings and section
catch |ines.

9:24:12 AM

Ms. Steinberg concluded the sectional analysis:

Sec. | 05. Provides that sec. I 03 takes effect
i mredi ately.

Sec. 106. Provides that the Act, except as provided in
sec. 105, takes effect July 1, 2015.

9: 24: 29 AM

Senat or Dunl eavy requested a brief summary of the
| egi sl ati on.

Ms. Steinberg explained that the bill contained clarifying
anendnents and would update the way Al aska handled child
support cases involving a parent in another country,

provi ded that the country had signed on to the 2008 treaty.
In order or the U S to finalize the ratification process
and ensure that it can neet all of the responsibilities
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under the treaty, each state has to make the changes to
state law found in the bill.

9:28:19 AM

Senator Dunleavy wunderstood that <child custody was not
i nvol ved, only child support paynents.

Ms. Steinberg responded in the affirmative.

Senat or Dunl eavy asked what would happen in the event the
| egi sl ation did not pass.

Ms. Steinberg stated that approximately $19 mnmillion in
federal funds would be at risk, SH noted that those funds
were also tied into the state's Tenporary Assistance for
Needy Fam lies block grant.

Senator Dunl eavy asked why the states had to pass the |aw
in order for the treaty to take effect.

Ms. Steinberg explained that the sane provisions and
requi renents nust be uniformly in place in each state
before working with international operations.

9:31: 20 AM

Co-Chair Kelly opined that there was not a sponsor
statenent anong the backup documents. He was directed to
the governor's transmittal letter in his packet.

9:32: 05 AM
AT EASE

9:32: 29 AM
RECONVENED

Vice-Chair Mcciche referred to Page 18, |ine 11 of the
bill:

Sec. 25. 25. 312. Nondi scl osure  of information in
exceptional circunstances.

If a party alleges in an affidavit or a pleadi ng under
oath that the health, safety, or liberty of a party or
child would be jeopardized by disclosure of specific
identifying information, that information nust be
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seal ed and nmay not be disclosed to the other party or
t he public.

After a hearing in which a tribunal takes into
consideration the health, safety, or liberty of the
party or child, the tribunal may order disclosure of
information that the tribunal determnes to be in the
interest of justice.

Vice-Chair Mcciche asserted that other treaty countries
may or may not have a fully functional I|egal system He
stated that the section could require someone to nake
unfair clainms against a parent. He wondered how the rights
of U S citizens would be protected in other countries.

Ms. Steinberg explained current |aw already contained a
simlar provision to Section 52. She said that the |anguage
in the section matched up wth the Ilanguage in the
equi val ent uniform law for child custody. She relayed that
the provision provided an assurance that by disclosing the
address or whereabouts of the child, the child would not be
at risk of harm She related that there were provisions in
the treaty that would ensure due process for parents in the
U.S. and abroad. She added that there was a provision in
state law that said that if a child support order that was
inconpatible with US. law, the state did not have to
enforce the order. She assured the commttee that foreign
countries would be required to give due process to parents;
including appeal rights, notice, and opportunity to be
hear d.

9:36: 36 AM

Vice-Chair Mcciche noted that there were 26 reciprocating
countries that took part in the Hague Convention, with 48
being the projected total. He assuned that those countries
could put Anericans out of reach of high level protection
for their children even without a burden of proof of a
health or safety risk. He said he wuld feel nore
confortable with the language if it pertained to a donestic
and not a foreign |ocation.

Ms. Steinberg reiterated that countries needed to have a
| egal infrastructure in place in order to sign the treaty,
whi ch was why there were not nore countries signed on. She
noted that the majority of countries who had al ready signed
the treat had advanced |egal systens. She relayed that the
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requirenents for signing the treaty were onerous, thereby
inherently requiring a certain |level of developed I egal
system She understood the concern but assured the
cormittee that the countries that had signed on had
advanced | egal systens.

9:39:22 AM

Vi ce-Chair M cciche asked about Page 21, |ine 12.

Sec. 66. AS 25.25.401(b) is repealed and reenacted to
read:
(b) The tribunal my issue a tenporary child
support order if the tribunal determ nes that an
order is appropriate and the individual ordered
to pay is
(1) a presuned father of the child;
(2) petitioning to have the individual's
pat ernity adj udi cat ed;
(3) identified as the father of the child
t hrough genetic testing;
(4) an alleged father who has declined to
subnmit to genetic testing;
(5) shown by clear and convincing evidence
to be the father of the child;
(6) an acknow edged f at her under AS
25. 20. 050;
(7) the nother of the child; or
(8) an individual who has been ordered to
pay child support in a previous proceeding
and the order has not been reversed or
vacat ed.

Vice-Chair Mcciche spoke to (b)(l1) and the phrase
"presunmed fatherhood.” He worried that nen would be taken
advant age of by being falsely accused of paternity.

Ms. Steinberg replied that the section spoke to a tenporary
child support order issued by a US. tribunal. She said
that the language in (b)(1) was a legal standard; in the
US there was a presunption that if a man was married to
the nother of a child then he was the father of that child.
She said that there were legal provisions to rebut the
presunption of paternity once proof was brought forward.
She stated that the intention of the tenporary order was to
ensure that children were cared for during the time it took
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to gather all the proof and necessary evidence to finalize
a child support order.

9:43: 04 AM

Vice-Chair Mcciche worried that the intent could get | ost
in translation across international lines. He supported the
intent of the |egislation, but maintained his concern.

9:43: 58 AM

Co-Chair MacKinnon asked for a <copy of the original
| anguage in Section 66.

9:44: 13 AM

Senator Bishop wunderstood that the U S. Senate had
consented to the treaty.

Ms. Steinberg replied in the affirmative.

Co- Chai r MacKi nnon directed <conmttee attention the
response from Senator Lisa Mirkowski (copy on file).

9:44: 47 AM

Senator Hoffrman asked whether a list of participating
countries was avail abl e.

Ms. Steinberg replied that the list was in the back up,
titled "Exhibit 4"(copy on file).

9:45: 13 AM
AT EASE

9:45: 43 AM
RECONVENED

Senat or Dunl eavy asked whether the Indian Child Wl fare Act
(Icwa)  had been considered and incorporated into the
| egi sl ati on.

Ms. Steinberg replied that the |CW does not apply to the
treaty, as it solely dealt wth child custody on Native
children. She said that the federal Full Faith and Credit
for Child Support Orders Act stated that states had to give
full faith and credit to child support orders from other
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states; tribes in Indian Country had to give full faith and
credit to state orders. She noted that there were nany
I ndian Tribes that had child support agencies equivalent to
state child support service divisions; the agencies were
federally funded and followed strict rules on enforcing
orders from ot her states.

9:47: 50 AM

Co-Chair Kelly read from the governor's transmttal letter
dated February 10, 2015 (copy on file):

In 1995, Alaska adopted the UFSA (A S 25.25.010 -
25. 25.903). In 2008, the National Conference of
Comm ssioners on Uniform State Laws (al so known as the
Uni form Law Conm ssion) approved anmendnents to Ul FSA
to incorporate the provisions of the Convention on the
I nternational Recovery of Child Support and O her
Forms of Fam |y Maintenance (Convention), concluded at
The Hague, Novenber 23,2007 . The Convention contains
provisions to establish uniform procedures for the
processing of international child support orders.

In order to maintain conpliance with federal |aw and
treaty obligations and to continue to qualify for
federal funding progranms for <child support matters,
there is a conpelling need to update Al aska's statutes
this legislative session by adopting the 2008
amendnments to the U FSA.

The proposed bill is limted to anmendnents needed to
integrate the 2008 updates to UFSA into State |aw
The anendnments nust be effective by July 7, 2075, to
conply with federal |aw

First, the bill would amend the U FSA to renove the
fiction that a "foreign country" is a state of the
United States by anending existing text referring to a
tribunal of this state to add "or a foreign country."”

Second, the proposed bill would provide guidelines
relating to t he | egi sl ati on, enf or cenment, and
nodi fication of foreign support orders from countries
that, like the United States, are parties to the

Convent i on.
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A third conmponent of the bill would inprove the
enforcenent of United States child support orders
abroad and would ensure that children living in the
United States would receive financial support due them
from parents, wherever the parents reside.

These anendnents would benefit Alaska famlies by
ensuring stable and predictable enforcenent of Al aska
famly support orders in other states and already.
Additionally, it would ensure that residents of this
state would be able to enforce support orders in this
state, regardless of where they originated.

Co-Chair Kelly lanented that the bill had not been properly
expl ai ned. He asserted that the transmttal |letter may have
met requirenents, but triggered his "radar." He opined that
the bill was 40 pages long and had cone from the federal
governnment, which he did not trust in the same way he did
not trust the governnment of Bosnia, the European Union,
Nor way, etc. He communicated that the materials did not
provide him the information needed to conprehend the
| egi slation and were, in fact, "gobbl edy gook."

9:50: 07 AM

Senator Bishop clarified that the bill was not a child
custody bill.

Ms. Steinberg replied in the affirmative.

9:50: 55 AM

Co- Chai r MacKi nnon opened public testinony.

9:51:40 AM

Co- Chair MacKi nnon cl osed public testinony.

9:51:43 AM

Vi ce-Chair M cci che supported t he i nt ent of t he
| egislation. He wanted assurances that other countries
woul d have the systens in place to respect the rights of a
parent whose children had been taken to another country,
and to have the Ilegal wherewithal to deliver a fair
process.
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9:53:44 AM

Co- Chair MacKi nnon understood the committee's concern wth
mai nt ai ni ng sovereignty as a state.

9:54:10 AM

Vi ce- Chair M cciche thought t hat i ssues  surrounding
children could get enotional and he feared that parents
could be cut off fromtheir children w thout due process.

9:54: 33 AM

Senator Dunl eavy understood that the issue was the state
ratifying a |law, because states do not ratify treaties. He
t hought that the purpose for ratification cane down to
f ederal noney.

9:55:11 AM

Senator Bishop wondered how nmany tinmes the issue had
affected an Al askan famly.

Ms. Beecher estimated that the Alaska Child Support Agency
currently had approximately 300 cases wth a foreign
address; in 130 instances the non-custodial parent lived in
a foreign country.

9:55: 56 AM

Co- Chair MacKinnon felt that the issue was inportant to the
state. She directed the committee to carefully consider the
| egi sl ati on.

9:57:17 AM

Senat or Bishop asked whether the United States had an
enbassy in each of the participating countries.

MVs. Steinberg replied that she could provide the
i nformati on.

9:57:35 AM

Senator Dunleavy asked how nuch funding Al aska would
receive fromthe federal governnent.
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Ms. Beecher said that the federal portion would be $19
mllion.

9:57: 57 AM

Co- Chair MacKi nnon added that $45 mllion in famly grants
were also tied to the ratification

Ms. Beecher responded in the affirmative. She furthered
that it was required through the Social Security Act that
states have an approved child support plan in order to
receive the Tenporary Aid for Needy Fam |ies bl ock grant.

SB 51 was HEARD and HELD in commttee for further
consi derati on.

9: 58: 38 AM
AT EASE

10: 02: 33 AM
RECONVENED

#sb39
SENATE BILL NO. 39

“"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."

10: 02: 50 AM

SENATOR BILL STOLZE, SPONSOR, shared that the I|egislation
was intended to reign in state spending during the current
fiscal climate. He stressed that he was not naking a val ue
j udgenent on the product turned out by the film industry.
He believed that the Film Tax Credit should be repealed in
order to cut state expenditures.

10: 07: 02 AM

DANI EL CGEORGE, STAFF TO SENATOR BILL STOLTZE, overvi ewed
t he sectional analysis (copy on file):
As a prelimnary matter, note that a sectional sunmary
of a bill should not be considered an authoritative
interpretation of the bill and the bill itself is the
best statenment of its contents. If you would like an
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interpretation of the bill as it nay apply to a
particul ar set of circunmstances, please advise.

Section 1 renoves a reference to the film tax credit
from AS 43.75.130(f), related to the revenue sharing
with local governnents of the fisheries business tax.
The effective date of this section is July 1, 2015.

Section 2 renoves a reference to the film tax credit
from AS 43.75.130(f) as it is amended in sec. 14, ch.
61, SLA 2014. The effective date of this section is
the sane as the effective date of sec. 14, ch. 61, SLA
2014, Decenber 31, 2016.

Section 3 renoves a reference to the film tax credit
from AS 43.77.060(e), related to the revenue sharing
with local governnments of the fisheries resource
| anding tax. The effective date of this section is
July 1, 2015.

Section 4 renoves a reference to the film tax credit
from AS 43.77.060(e) as it is anmended in sec. 17, ch.
61, SLA 2014. The effective date of this section is
the effective date of sec. 17, ch. 61, SLA 2014,
Decenber 31, 2016.

Section 5 makes anendnents conformng with the repea

of AS 44.25. | 00 - 44.25 .190, related to the film
production incentive program The effective date of
this section is July 1, 2015.

Section 6 renoves a reference to the film tax credit
from sec. 28(b), ch. 61, SLA 2014, (the transition
| anguage of SCS CSHB 306(FIN) am S of the 28th
Legislature) relating to the repeal of the film tax
credit and other tax credits. This section has an
i medi ate effective date.

Section 7 repeals AS 24.20.271(12) (related to the
duty of the legislative audit division to conduct
audits of the film production incentive program, AS
43.98.030 (film production tax credit), AS 44.25.100 -
44.25.130 (film production incentive program, AS
44.25.140  -44.25.190 (film production i ncentive
program, and AS 44.33.231(c) (admnistration of the
Al aska film production i ncentive program (AS
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44.25.110)). The effective date of this section is
July 1, 2015.

Section 8 repeals AS 44.25.135, effective July 1,
2021, allowing six years for the recovery of the film
production tax credit after the credit program is
repealed if the film office determnes that the film
producer or production is liable for damages to the
state, or any political subdivision of the state. This
section has an imedi ate effective date.

Section 9 repeals mnmultiple sections of ch. 51, SLA
2012 and ch. 61, SLA 2014, related to the film tax
credit. The effective date of this section is July 1,
2015.

Section 10 provides transition |anguage for the repeal
of the film tax credit. The effective date of this
section is July 1, 2015.

Section 11 repeals certain sections of ch. 51, SLA
2012, related to the film tax credit. The effective
date of this section is July 1, 2015.

Sections 12 - 15 provide the effective dates for the
bill, noted above. These various dates are necessary
because 2014 legislation will amend sone sections in

2016, and to allow recovery of damges after the
programis repeal ed.

10: 09: 26 AM

Co- Chai r MacKi nnon OPENED public testinony.

10: 09: 54 AM

RONAN P. NAGLE, SELF, FAIRBANKS (via tel econference), spoke
in opposition to the bill. He shared that he was self-
enpl oyed and made his living contracting out to production
conpanies that came to Alaska to create reality television

He believed that the tax credit was an inportant factor in
the diversification of the state's econony. He felt that
the industry would not in the state w thout incentive. He
suggested tying local hire requirenents to tax credits. He
said that the show Utimte Survival Alaska had spent
mllions of dollars in the state and believed that renoving
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the credits would cause production conpanies to | ook
el sewhere for filmng |ocations.

10: 13: 04 AM

JAMES HASTI NGS, LAST FRONTI ER AVI ATl ON GROUP AND
PATHFI NDER, [INC., MATSU (via teleconference), echoed the
comments of the previous speaker. He shared that he worked
for a veteran owned and veteran run conpany. He spoke of
his concerns for snaller |[ocal busi nesses that had
benefited fromthe incentives.

10:15: 21 AM

ELI NOR MAYA SALGANEK, DI RECTOR, FILM PROGRAM UNI VERSITY OF
ALASKA FAI RBANKS, FAI RBANKS (via teleconference), spoke in
opposition to the legislation. She related that the program
graduated its first student in 2012. She said that the
university had worked to devel op pat hways between students
and the industry and that the work was now just comng to
fruition; the degree program was one of the |argest grow ng
degree progranms in the state. She relayed film was second
| argest export of the United States and that the funding
available to the industry was astronom cal. She believed
that the industry could be a vehicle for Al aska | anguage
and history and shoul d be support ed.

10: 18: 34 AM

ASMERET PAYNE, FI LM  STUDENT, UNI VERSI TY OF ALASKA
FAI RBANKS, FAI RBANKS (via teleconference), testified in

opposition to the bill. She related that she was majoring
in filmat UAF and if the incentives were to disappear then
she would have to leave the state as well. She believed

that films made in Al aska, and viewed worldw de, would
pronpt nore tourism and lead to economic growth. She
believed that the film industry touched on nunerous other
industries in a positive way.

10: 19: 49 AM

CEDAR CUSSI NS, CO OMNER, 49TH STATE MOTOR TOURS, ANCHORACGE
(via teleconference), spoke in opposition to the bill. She
shared that through her husband's work as a contractor on
the film "Big Mracle" he had found a way to earn
significant wages to support their famly. She hoped that
the commttee would consider the financial inpact the
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incentives had on famlies statewi de. She concluded that
she understood the reasoning behind putting a freeze on
incentives but hoped they would not be permanently
el i m nat ed.

10: 22: 48 AM

THOVAS DALY, PRESIDENT, ALASKA FILM GROUP, KENAI (via
tel econference), opposed the bill. He comented that in
order for a new industry to grow in the state it needed
stability; a stable econony required diversification, and
as the state was currently living through the downside of
an econony heavily dependent on one sector, the incentives
were vital. He asserted that the continued changes in the
incentives for the industry created doubt in the mnds of
investors. He noted that the incentives were currently on
hold and all state film positions had been term nated,
whi ch neant that passage of the bill would not save the
state any additional noney. He said that he had recently
met with film producers in California who had been excited
to filmin Al aska, but that a conpetitive film incentive
was necessary. He opined that the bill would kill new jobs
in technology and destroy a business environnent that was
necessary for Alaskan businesses to nmake decisions for
investnment in hardware, training, and infrastructure. He
stressed that there was a plethora of new businesses and
positions that had been created in the state due to the
film industry. He believed that a film program could be
designed that the legislature could support, but that the
| egislature needed to define what it Dbelieved was a
fiscally responsible rate of return on investnent. The | ast
| egislative audit showed a return of $2.10 for each dollar
of tax credit issued and out of the $100 mllion budget
only $43 m | lion had been issued.

10: 26: 27 AM

FRANK FLAVI N, FLAVI N PHOT OGRAPHY, ANCHORAGE (via
tel econference), testified in opposition to the bill. He
stressed the inportance the industry in the state. He hoped
that the filmoffice would not be closed entirely.

10: 29: 04 AM

ANDREW MACEBO, SELF, ANCHORAGE (via teleconference), spoke
in opposition to the bill. He said that his business had
benefited greatly from the film industry. He believed that
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shutting down the office would send a negative nessage to
the rest of the world. He felt that the state should
diversify its economc portfolio.

10: 31: 23 AM

ELVMER PEKOALCK, SELF, NOVE (via teleconference), spoke in
opposition to the bill. He praised the film tax incentive
as the catalyst for bringing in the novie "Big Mracle." He
rel ated that he had been an actor in the film He felt that
the industry brought hope to rural Al aska and could be a
positive influence on the high rate of suicide and
depression the area. He highlighted the nyriad of |obs
associated wth the filmindustry.

10: 34: 00 AM

DR. GEORGE GUTHRI DGE, SELF, DI LLI NGHAM (via
tel econference), spoke against the legislation. He relayed
that he had taught in rural Al aska for 40 years. He thought
that passage of the bill would close the door on future
econom ¢ opportunities. He believed that there should be
Al aska hire contingency |anguage added to the |egislation

He shared that he was the coach for the "Kids from
Nowhere", the only Native Anericans in history to win the
national chanpionship in academcs, and he had witten a
screen play about it that had won 5 national awards. He
feared that wthout the tax incentive program his film
woul d never be produced. He felt that children in the state
needed to see inspiring filmw th Al askan rol e nodel s.

10: 37: 55 AM

Co- Chair MacKi nnon CLOSED public testinony. She encouraged
testifiers to send any additional testinony to her office.

SB 39 was HEARD and HELD in conmmittee for further
consi derati on.

#
ADJ OQURNIVENT
10: 39: 04 AM

The neeting was adjourned at 10:39 a. m
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