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Senator M a Costello, Chair
Senator Cathy G essel, Vice Chair
Senat or Kevi n Meyer

Senator Gary Stevens

Senator Johnny Ellis

VEMBERS ABSENT

Al'l nenbers present

COWM TTEE CALENDAR

CONFI RVATI ON HEARI NGS

Al aska Workers' Conpensation Board
Lake WIllianms - Fairbanks

- CONFI R(VATI ON ADVANCED on 4/ 7/ 15

- Board of Certified Real Estate Appraisers
Renee Pi szczek - Fairbanks

- CONFI R(VATI ON ADVANCED on 4/ 7/ 15

- Board of Massage Therapi sts
Davi d Edwards-Snmith - Sol dot na
Amanda Unser - Anchorage
Traci G| rmour - Juneau
Ron G bbs - Kodi ak
Shirley Nel son - Anchorage

- CONFI R(VATI ONS ADVANCED on 4/ 7/ 15

- State Medical Board
Dr. Steven (Craig) Hunphreys - Sol dot na

- CONFI R(VATI ON ADVANCED on 4/ 7/ 15
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- Board of Examiners in Optonetry
Dr. Stephen Stral ka - Anchorage

- CONFI R(VATI ON ADVANCED on 4/ 7/ 15

SENATE BI LL NO. 33
"An Act relating to remttance of tire fees; and providing for
an effective date."

- MOVED SB 33 OQUT OF COW TTEE

SENATE BI LL NO. 34
"An Act relating to investnent of the power cost equalization
endownent fund; and providing for an effective date."

- MOVED SB 34 QUT OF COW TTEE
SENATE BI LL 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."

- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: SB 33

SHORT TI TLE: FEES FOR TI RES
SPONSCR(s) : RULES BY REQUEST OF THE GOVERNOR

01/ 30/ 15 (S) READ THE FIRST TIME - REFERRALS
01/ 30/ 15 (S) L&C, FIN

02/ 17/ 15 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
02/ 17/ 15 (S) Heard & Hel d

02/ 17/ 15 (S) M NUTE( L&C)

BILL: SB 34

SHORT TI TLE: PCE ENDOWENT FUND | NVESTMENT
SPONSOR(s) : RULES BY REQUEST OF THE GOVERNOR

01/ 30/ 15 (S) READ THE FIRST TIME - REFERRALS
01/ 30/ 15 (S) L&C, FIN

02/ 17/ 15 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
02/ 17/ 15 (S) Heard & Hel d

02/ 17/ 15 (S) M NUTE( L&C)

BILL: SB 39
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SHORT TI TLE: REPEAL FI LM PRODUCTI ON TAX CREDI T
SPONSOR(s): SENATOR(s) STOLTZE

02/ 04/ 15 (S) READ THE FI RST TIME - REFERRALS
02/ 04/ 15 (S) L&C, FIN

02/ 19/ 15 (S) L&C AT 1:30 PM BELTZ 105 ( TSBI dg)
02/ 19/ 15 (S) Heard & Hel d

02/ 19/ 15 (S) M NUTE( L&C)

02/ 24/ 15 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)

W TNESS REG STER

RON Q@ BBS, Appoi nt ee

Board of Massage Therapi sts

Kodi ak, Al aska

POSI TI ON STATEMENT: Testified as appointee to the Board of
Massage Ther api st s.

SHI RLEY NELSON, Appoi nt ee

Board of Massage Therapi sts

Anchor age, Al aska

POSI TI ON STATEMENT: Testified as appointee to the Board of
Massage Ther api sts.

RENEE Pl SZCZEK, Appoi ntee

Board of Certified Real Estate Appraisers

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified as appointee to the Board of Real
Est at e Appr ai sers.

TRACI G LMOUR, Appoi nt ee

Board of Massage Therapi sts

Juneau, Al aska

POSI TI ON STATEMENT: Testified as appointee to the Board of
Massage Ther api sts.

STEVEN "CRAI G' HUWHRI ES M D., Appoi ntee

State Medical Board

Sol dot na, Al aska

PCOSI TI ON STATEMENT: Testified as appointee to the State Medi cal
Boar d.

STEVE STRALKA, Optonetrist, Appointee

Board of Exam ners in Optonetry
Anchor age, Al aska
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POSI TI ON STATEMENT: Testified as appointee to the Board of
Exami ners in QOptonetry.

JERRY BURNETT, Deputy Comnm ssioner,

Depart ment of Revenue (DOR)

Juneau, Al aska

POSI TI ON STATEMENT: Reviewed the Alaska Film Ofice annual
during the hearing on SB 39.

JARED MEYER, Fell ow

Manhattan Institute for Policy Research

Washi ngton, D.C.

PCOSI TI ON STATEMENT: Provi ded supporting testinony for SB 39.

RON HOLMSTROM representative

SAG AFTRA

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

KAREN TALLENT, representing herself
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in adamant opposition to SB 39.

D. K. JOHNSTON, Tri-Seven Pictures
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

ERI C ULZER, Busi ness Manager

| ATSE | ocal 918

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

DANI EL JOSEPH LEE, representing hinself
Unal aska, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

LI SA ROBERTS, representing herself
Unal aska, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

BETH SKABAR, i gi nal Productions
Unal aska, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

MATT SZUNDY, d acier Film Productions

Anchor age, Al aska
POSI TI ON STATEMENT: Testified in opposition to SB 39.
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DAVI D MCGOVERN, representing hinself
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

KEN FANKHAUSCR, representing hinself
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in opposition to SB 39.

LO S SIMENSON, representing herself
Eagl e Ri ver, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

DAVI D BOYLE, representing hinself
Anchor age, Al aska
POSI TI ON STATEMENT: Testified in support of SB 39.

MARY KATZKE, Affinity Filns
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

RANDY DALY, President el ect

Al aska Fil m Group

Kenai, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

MARTI N VEI SER, Managi ng Part ner

Fireside Media Goup (FM3

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to SB 39.

DEREK MJSTO, representing hinself
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to SB 39.

ACTI ON NARRATI VE

1:32:15 PM

CHAIR M A COSTELLO call ed the Senate Labor and Comrerce Standing
Commttee neeting to order at 1:32 p.m Present at the call to
order were Senators Ellis, Gessel, Myer, and Chair Costello
Senat or Stevens arrived soon thereafter.

CONFI RVATI ON HEARI NGS

Al aska Workers' Conpensation Board
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Board of Certified Real Estate Appraisers
Board of Massage Therapists
St ate Medi cal Board
Board of Exanminers in Optonetry

1: 33:12 PM

CHAI R COSTELLO announced the first order of business would be
confirmation hearings of governor appointnments to boards and
commi ssions. She read the nanes of the appointees. Alaska

Workers' Conpensation Board - Lake WIllianms from Fairbanks;
Board of Certified Real Estate Appraisers - Renee Piszczek from
Fai rbanks; Board of Massage Therapists - David Edwards-Smith

from Sol dotna, Amanda Unser from Anchorage, Traci G| nmour from
Juneau, Ron Gbbs from Kodiak, and Shirley Nelson from
Anchorage; State Medical Board - Dr. Steven (Craig) Hunphreys
from Sol dotna; and Board of Exam ners in Optonetry - Dr. Stephen
Stral ka from Anchor age.

CHAI R COSTELLO asked the appointees to tell the conmttee about
t heir background and interest in serving.

1:35:14 PM
RON G BBS, Appointee, Board of Mssage Therapists, Kodi ak,
Al aska, stated that he has been practicing nmassage therapy in
Kodiak for 11 vyears and he supports licensing for the
pr of essi on.

SENATOR G ESSEL asked if he had any experience with professiona
regul ati on.

MR. G BBS replied he had experience with teacher certification
when he lived in the Lower 48.

1:36: 55 PM

SHI RLEY  NELSON, Appoi nt ee, Board of Massage Therapi sts,
Anchorage, Al aska, said she has worked in the education field
for 34 years and currently chairs the budget advisory comr ssion
for the Anchorage School District. She has also been a snall
busi ness owner.

1. 38: 04 PM
SENATOR G ESSEL asked where she resides and if she was appointed
as a public nenber.

M5. NELSON confirmed her appointnment is as a public nenber and
she resides in Anchorage.
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1:38:54 PM

RENEE Pl SZCZEK, Appointee, Board of Certified Real Estate
Appr ai sers, Fairbanks, Al aska, said she's been in banking for 25
years and an underwiter of residential nortgage |oan appraisals
for 15 years. She looks forward to helping appraisers and
| enders under stand changes com ng about in the field.

1:40: 13 PM

TRACI d LMOUR, Appointee, Board of Mssage Therapists, Juneau,
Al aska, told the conmmttee that she has practiced nassage for
nore than 20 years and has worked in both nedical nmassage and
private practice. She expressed enthusiasmfor the appointnent.

1:41:.23 PM

STEVEN "CRAIG' HUWPHRIES M D., Appointee, State Medical Board,
Sol dotna, Al aska, reported that he did undergraduate work at the
University of Notre Dane in pre-med, nedical training in
Chicago, a fellowship at the University of Wsconsin, a
traveling fellowship in China, and was the director of an
orthopedic group for about 12 years. Wen he returned to Al aska
he wanted to be involved and hopes to be of service to the
boar d.

1:42: 40 PM

STEVE STRALKA, Optonetrist, Appointee, Board of Examners in
Optonetry, Anchorage, Alaska, stated that he has practiced
optonetry for 34 years. He was first licensed in Alaska in 1984
when he served at the Fort Wainwight hospital. He has served
with AOA and HAOA in years past and hopes to serve the board in
a greater capacity.

1:43: 29 PM
SENATOR STEVENS j oi ned the comm ttee.

SENATOR G ESSEL questioned the information on the application
that says that Dr. Stralka, a licensed optonetrist, is being
appointed to a public seat.

DR. STRALKA said he didn't have an explanation because he
understood he was being appointed as one of the four
optonetrists on the board.

SENATOR G ESSEL asked for clarification of the m sunderstandi ng.

1:44: 25 PM
At ease
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1:44: 30 PM

CHAI R COSTELLO reconvened the neeting and announced that the
confirmati ons would be held until Dr. Stral ka' s appointnent was
clarified. This would also give the other appointees an
opportunity to testify.

SB 33- FEES FOR TI RES

1:48: 42 PM

CHAI R COSTELLO announced the consideration of SB 33. "An Act
relating to remttance of tire fees; and providing for an
effective date." Public testinony was taken at the previous
hearing and it was closed. Finding no questions, she solicited a
not i on.

1:49: 33 PM

SENATOR G ESSEL npotioned to report SB 33, |abeled LS GS1044\A,
from commttee wth individual recomendations and attached
fiscal note(s).

CHAI R COSTELLO announced that wthout objection, SB 33 is
reported fromthe Senate Labor and Conmerce Standing Conmmittee.

1: 49: 51 PM
At ease

SB  34- PCE ENDOWENT FUND | NVESTMENT

1:51:18 PM

CHAIR COSTELLO reconvened the neeting and announced the
consideration of SB 34. "An Act relating to investnent of the
power cost equalization endowrent fund; and providing for an
effective date.” Finding no public testinony, she closed it. She
asked the nenbers if there were any questions.

1:52:16 PM
SENATOR STEVENS asked if the return on the endownent fund
i nvestnments had ever fallen bel ow seven percent.

1:52: 36 PM

JERRY BURNETT, Deputy Comm ssioner, Departnent of Revenue (DOR)
clarified that the return hasn't fallen below seven percent in
the past five years, but it did in 2008-2009. Since inception
the geonetric average return is 6.05 percent, but in the |ast
five years it's over 14 percent.
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SENATOR STEVENS observed that the intention is to reach a seven
percent return but that isn't always possible.

MR. BURNETT related the concern that setting an investnent
policy based on an expectation in any given year to achieve
seven percent introduces additional risk to the fund by.

CHAIR COSTELLO found no further questions and solicited a
not i on.

1:53: 54 PM

SENATOR G ESSEL notioned to report SB 34, |abeled LS-GS1018\A,
from commttee wth individual recomendations and attached
fiscal note(s).

CHAI R COSTELLO announced that wthout objection, SB 34 is
reported fromthe Senate Labor and Commerce Standing Comm ttee.

1:54: 11 PM
At ease

SB 39- REPEAL FI LM PRODUCTI ON TAX CREDI T

1:58: 05 PM

CHAIR COSTELLO reconvened the neeting and announced the
consideration of SB 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."

She stated that Jared Meyer would give brief remarks and then
public testinmony would be heard until 3:00. She asked for
i ndi vidual testinony to be limted to three m nutes.

1:59:19 PM

JARED MEYER, Fellow, Manhattan Institute for Policy Research,

Washi ngton, D.C., sunmarized the purpose of the filmtax credits
and questioned whether the program had been effective in
stinmulating the overall econony rather than just for the film
industry. He said the data from other states and the Al aska Film
O fice suggest that filmtax credits fail to pay for thenselves.

The credits aren't linked to profit but to the anount the
fil maker spends on qualified expenses during production. He
al so pointed out that the credits are nore valuable than typica

deductions because they can be sold to another taxpayer or sold
back to DOR for 75 percent of their value. He described SB 39
and Governor Wal ker's proposal to suspend the program as wel cone
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steps because targeted tax breaks - especially ones targeted at
the filmindustry, are problematic.

MR. MEYER warned that states that choose to enter the
conpetitive arena of offering filmtax credits are in a |osing
battle and wll have to continually increase the incentives to
keep the film conpanies from noving to other states that offer
better deals. He maintained that studies cited by proponents of
filmtax credits are flawed. For exanple, a study funded by the
Motion Picture Association assuned that every dollar in credits
creates $17.75 in economc activity and leads to $1.88 in
increased tax revenue. He said that is pure fantasy. He
referenced independent studies that found that film tax credits
are not effective at creating pernmanent jobs or economc
devel opnent and only generate about 30 cents for every dollar
spent. Other states are taking notice of this problem and the
proposed legislation indicates that Alaska is as well. He noted
that in 2010, 40 states spent $1.4 billion on incentive
programs, but since then nmany states have elimnated or
suspended their credits. For exanple, Connecticut suspended its
film production tax credits for tw years due to nounting
guestions about whether the program paid for itself. Even the
Federal Reserve Bank of Boston concluded the program didn't pay
for itself when lost tax revenue is taken into account. He noted
that sone states are ignoring the economc cost and racing to
see who can nost heavily subsidize Holl ywod. He described this
as a battle that benefits film producers but one that states
can't wn.

MR. MEYER reviewed the nost recent report by the Alaska Film
Ofice and stated that the nunbers support the argunment that
there are better uses of scarce taxpayer dollars than
subsidizing filnms, especially reality TV shows. He also cited
data fromthe [DCCED] program that shows that only eight percent
of the total qualified expenditures went to Al aska residents. He
stressed that the jobs comng to Al aska are not worth the cost
of foregoing tax revenue to try to bring in a new industry to
the state, especially in the face of falling revenues.

MR. MEYER summarized his coments stating that the economc
literature, trends in other states, and data from the Al aska
Film Ofice all suggest that subsidizing Hollywod producers is
neither fair nor smart econom c policy.

2:08: 43 PM
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SENATOR STEVENS asked M. Meyer to give sone background on the
Manhattan Institute including how it's funded as well as his
personal education and experience.

MR. MEYER said the Manhattan Institute is a 501(c)(3) nonprofit
that works on policies to pronote economc growh. He attended
school at Saint John's University in New York Cty where he
studied finance. H's current focus is primarily on regul ation
and how tax breaks affect the econony.

CHAI R COSTELLO asked for a copy of the independent studies he
cited.

MR. MEYER agreed to provide the information. He reiterated that
those findings stand in stark contrast to what the Mdtion
Picture Association of America concludes when it does studies on
the effect of filmtax credits.

CHAI R COSTELLO t hanked M. Meyer for the broad view

2:10: 39 PM

RON HOLMSTROM representative, SAG AFTRA, Anchorage, Al aska,
testified in opposition to SB 39. He spoke of having to defend
his livelihood every vyear, of the incentives that have been
el i m nated since t he program started, and t he | ocal
entrepreneurs that have given up their plans to build ancillary
busi nesses for the film industry. He pointed out that there
hasn't been a nmjor notion picture in Alaska in over three and
one-half years and that while nenbership in SAG quadrupled in
the first two years of the program it has added just four
menbers since the program was changed.

MR. HOLMSTROM suggested that now was an excellent tinme to
diversify the Al askan econony. He pointed to Louisiana, New
Mexi co, Ceorgia and British Columbia as exanpl es of
jurisdictions that are thriving on the film industry. They have
built the necessary infrastructure to support the industry,
whi ch Al aska has not done.

He concluded saying that while film production may not be the
gol den goose, it could be one golden goose in these difficult
econom c tinmes.

2:15: 08 PM

KAREN TALLENT, representing herself, Anchorage, Al aska, stated
that she is intimately know edgeable of the film industry in
Al aska and she is adamantly opposed to SB 39. She understands
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why Governor WAl ker suspended the program but believes it would
be a costly mstake to repeal the program altogether. She
pointed out that the film industry brings nuch-needed noney to
the state and this is the kind of econonmic diversity the state
needs in the current fiscal situation. For exanple, the snal
budget film "Big Mracle" spent $16 mllion during filmng. A
| arger budget film scheduled to filmin Whittier in the spring
has the potential to bring in nmuch nore while providing jobs for
Al askans and economic opportunity for Alaskan businesses
Revenue from this industry could help to inprove the financia
health of Alaska. However, iif the tax «credit program is
repeal ed, producers won't cone and the state wll [|ose the
chance to build a viable and sustaining industry that is badly
needed to diversify the econony in Al aska.

M5. TALLENT characterized SB 39 as unnecessary and shortsi ght ed.
It would kill a growing industry that brings needed revenue to
the state, diversifies the econony, and provides jobs and
econoni ¢ opportunities for Al askan busi nesses.

2:20: 29 PM

D. K. JOHNSTON, Tri-Seven Pictures, Anchorage, Al aska, testified
in opposition to SB 39. He stated that it is tine to diversify
the Al askan econony not |limt it further. He described the film
production community in Alaska as alive with creativity and
determ nation. He said this Al askan workforce is growing in
anticipation of the future in the film and television industry.
There are increases in educational opportunities, comunity
organi zations, and small businesses that are rising to the
chal l enge of keeping the industry going. He related that he
recently attended a production education safety training course
in Wiittier. It was attended by welders, carpenters, painters,
fishermen, and helicopter pilots as well as Al askans who are
production oriented. This is a small sanple of the variety of
jobs and professions that is needed to bring a |large production
to life.

MR.  JOHNSTON asked the committee to carefully consider the
consequences of repealing the filmincentives and vote no on SB
39.

2:22: 37 PM

ERIC ULZER, Business Mnager, |ATSE |ocal 918, Anchorage,
Al aska, testified in opposition to SB 39. He explained that
local 918 is the film labor wunion conprised of painters,
carpenters, welders, and caterers. He described what the union
is doing in Wittier to provide an offseason bunp for |ocals. He
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said this denonstrates that the film tax incentive program
benefits nmany people who aren't from Hol | ywood.

2:25:10 PM

DANIEL JOSEPH LEE, representing hinself, Unal aska, Al aska,
testified in opposition to SB 39. He told the commttee that for
three years he paid his nortgage with reality TV and it all owed
his wife to continue her post-grad degree in psychology and
education. He pointed out that individuals that work in film
production and reality TV develop intangible skills that are an
asset in any field. They beconme goal oriented and focused
wor kers who show up on tinme and conme prepared to work.

MR. LEE concluded that his famly has been in Alaska for three
generations and it would break his heart if he had to |eave
because the filmindustry fell apart

2:26: 54 PM

LI SA ROBERTS, representing herself, Unal aska, Al aska, testified
in opposition to SB 39. She said she has worked in the film
i ndustry for about six years and she is an exanple of the
success of the film tax incentive program Film conpanies
trained her as opposed to inporting qualified workers and she
has trained others. She said the incentive program is about
putting Al askans to work and SB 39 kills that opportunity. She
urged the comrittee not to squash opportunities for Al askans.

2:28:18 PM

BETH SKABAR, Original Productions, Unalaska, Alaska, testified
in opposition to SB 39. She said that since the start of the
i ncentive program she has seen the film community cone together
to grow an industry. New busi nesses have flourished, new careers
have started, and friends and colleagues have worked their way
up through the ranks in the industry. She enphasized that the
film incentives are working. There are Al aska businesses and
resources to support productions that weren't here before.
Al askans are working on productions and in jobs that previously
woul d have gone to soneone from New York. She pointed to the
| arge production on her front lawn that is ready to spend
mllions of dollars in wages, goods, and services. This
denonstrates that the filmincentives are worKking.

M5. SKABAR concluded that SB 39 would unreasonably stop a
successful program that ains to diversify the econony, which is
what Al aska needs.

2:30: 22 PM
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MATT SZUNDY, dacier Film Productions, Anchorage, Al aska

testified in opposition to SB 39. He provided a personal exanple
of the unquantifiable blue sky benefits of the film industry in
Al aska. In the past year he had two filmindustry contracts. One
was specifically for production and the other was a contract
with DCCED to serve as the state film representative. As a
result of that work, he was able to put three enployees on
salary in tourism That shows the trickledown effect of incone
in the state via film He advised that a nunber of film
productions are watching this legislation. They represent
mllions of dollars in jobs and services to the state.

MR. SZUNDY concluded that the incentive program brings economc
benefit to the state, which is what the law says it is supposed
to do. It doesn't say it is to bring econonic benefit to the
state governnent.

DAVID MCGOVERN, representing hinself, Anchor age, Al aska,
testified in opposition to SB 39. He pointed out that states
that support the film industry all have sin taxes, which bring
funds into the state budget. He suggested that a sales tax m ght
be sonmething to consider. He noted that Alaskans have had to
fight for the incentive program every year and one of the
bi ggest issues is the concern that the film industry wll make
Al askans | ook bad. He questioned the nerit of that concern when
the state already has a reputation to overcone because it
al ready has the highest per capita rates for rape and suicide in
the nation He suggested the commttee consider the jobs the
i ndustry will bring.

2:34.56 PM

KEN  FANKHAUSOR, representing hinself, Anchor age, Al aska,
testified in opposition to SB 39. He said that now isn't the
time to shut the door on economc diversity. Rather, it's tinme
to make new, viable opportunities and jobs for Alaskans. He
described the incentive program as a hand-up, not a handout. He
related that about three years ago he began noving up through
the industry by learning on-the-job skills from people who have
cone to Alaska to make films and television shows. Today he
works as a canera operator or an assistant. He stressed that
getting that type of work in Alaska is only possible because of
the tax incentive. If SB 39 passes, he and many other Al askans
will have to | eave the state because the industry won't survive.

2:36: 56 PM
LOS SIMENSON, representing herself, Eagle River, Al aska
testified in opposition to SB 39. She said she realizes that the
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decision on SB 39 will be based on dollars and cents and whet her
the filmincentive will continue to benefit Al aska. She said she
is speaking as an Al askan who has worked on nobst of the mgjor
films in Alaska. These projects are bridge builders that provide
jobs for Alaskans and bring the community together in ways that
cannot be captured on an Excel spreadsheet. She said the film
i ndustry gave Al askans hope for a diversified econony and paved
the way for an explosion of local film nmakers to enter the
i ndustry. These filnms pronote Alaska and its tourism industry.
They increase revenue for the support infrastructure, hotels,
catering, and transportation businesses.

M5. SIMENSON urged the committee not to elimnate the film tax
i ncentives which would send jobs out of state and force actors
like herself to | eave Al aska.

2:39:48 PM

DAVI D BOYLE, representing hinself, Anchorage, Al aska, testified
in support of SB 39. He described the tax credit as a subsidy to
the filmindustry and a shining exanple of crony capitalismthat
subsi di zes outside conpanies and extracts noney from the state
treasury. He mintained that Alaska's subsidy is the nost
generous of the 40 states that offer film subsidies. He said
t hese subsidies don't pay for thenselves and they reduce funds
that coul d support education, public safety, and infrastructure.
He said a review of the approved tax credits shows that nost of
the jobs are nonresident. For exanple, the Deadliest Catch
production enployed 8 residents and 35 nonresidents and reaped
$691,000 in tax credits. He cited several nore exanples to
support the point that the program isn't about enploying
Al askans. Rather, it's about hiring nonresidents and sending
Al aska noney to outside conmpanies while reducing tax liabilities
for Al askan corporations. He discussed an audit that shows the
film tax subsidy cost Alaska nmore than $19.9 million from 2008
to 2012. The sanme audit shows that from 2008 to 2011 Al aska
direct hires represented just 16 percent of the total direct
hires, and that Al askans received about 15 percent of the $52

mllion in wages paid. According to the Northern Econom c Study,
$21.2 mllion in tax credits generated economic activity that
resulted in an estimted $1.2 mllion in additional taxes and
f ees.

MR. BOYLE urged the conmittee to pass SB 39.
2:44. 24 PM

MARY KATZKE, Affinity Films, Anchorage, Al aska, testified in
opposition to SB 39. She told the commttee she has been
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producing filnms in Al aska since 1980. This is work she |oves and
it's difficult to put a value on that. She told the conmmttee
that there is a rising pool of talent in Alaska and she would
like that to continue. She said she respects the econonic
perspective of the testifier from the Manhattan Institute of
Public Policy, but she doesn't believe he understands the film
busi ness. She said the average film takes 7-10 years from idea
to the screen. The highly criticized reality shows are always
the first to arrive but the goal is a television series that
|asts five seasons. That neans nine nonths of steady work for
people. She and others have been working toward this for the
|ast three and one-half years and they had a master plan in
pl ace until four weeks ago.

M5. KATZKE |ikened getting a film incentive program going to
planting a forest. She said the seedlings are starting to cone
up and to send a nower in and knock everybody down is not the
way to nurture them She remnded the nmenbers that this fiscal
crisis will pass and urged themnot to kill the industry.

2:47:29 PM

RANDY DALY, President elect, Alaska Film Goup, Kenai, Al aska,
testified in opposition to SB 39. He said he is the publisher of
the Alaska film industry news nmagazine and producer of a daily
show, which has allowed himto hire an editor, a sales person,
and a "second talent.” He described SB 39 as a bad idea that
does not decrease spending this year but harns the future. He
said SB 39 won't solve the state's |ong-term budget problem of
spending nore than it generates, but diversifying the econony

will. The Alaska film incentive provides sone of that diversity
and it is conpetitive. He said the legislature designed the
programand if it is allowed to operate, the state will have the

opportunity to harvest revenue benefits from business done in
the state in the future. However, if SB 39 passes the noney and
sweat equity invested in the program be |ost and future revenue
will go away. The fact that the |legislature has vacillated on
the status of the program each year has caused sone projects to
| eave the state and others to not cone at all.

MR. DALY suggested the committee think of the program in terns
of a corn crop. Sone of the corn will be sold and sonme will be
used as feed, but first the farnmer sets aside seed for next
year's crop. This is sustainable into the future. By contrast,
SB 39 would have the State of Alaska eat its seed and starve in
the future. He asked that SB 39 be w thdrawn.

2:51: 01 PM
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MARTI N WEI SER, Managing Partner, Fireside Mdia Goup (FM3,
Anchorage, Alaska, testified in opposition to SB 39. He
cautioned that repealing the film production tax credit program
will reverse what has already been acconplished and destroy any
future possibility for Alaska to claimits share of the grow ng
entertai nment and technology industries that otherwise would
train Al askans for state of the future jobs, return hundreds of
mllions of dollars to Al aska businesses, and secure Al aska's
financial future without relying on oil.

He described a team of film and TV producers, Al aska-based
Hol | ywood executives, artists, educators, and sonme business and
civic |l eaders who have made a significant capital investnent in
the past two years to lay the foundation for a sustainable
entertai nment and information technology industry in Alaska. The
Al aska filmtax incentive is key to this plan, but they utilize
the programdifferently than the majority of other producers and
out of state productions.

MR. WEI SER explained that the strategy is to couple physical

production with post production, which is what happens after a
filmis shot. This phase often lasts up to a year and includes
film editing, nusic scoring, audio engineering, visual effects,
and the data managenent and encodi ng necessary to take the film
to market. These post-production jobs are grounded in |ocal

busi nesses such as FMG that mght be working on nultiple
projects at any given tinme. The jobs appeal to young Al askans
who are looking for ways to take their experience wth video
ganmes, social nmedia, and nobile conmputing into the workforce

They al so appeal to working Al askans | ooking for a career change
that will provide skills that reach far beyond novi e maki ng.

He reviewed the acconplishnments over the last 12 nonths
including a partnership with the University of Alaska System to
provi de students and faculty with real world opportunities to
learn from sone of Hollywod s prom nent directors, producers,
and production staff. Another partnership has brought film and
TV scores to the Al aska Synphony Ochestra, nmany of which are
for productions filnmed outside Al aska. This has nmade Al aska a
gl obal contender for mnusic and audio services that typically go
to synmphonies in L. A New York, London, and Eastern Europe.

MR. WEI SER reported that they are close to signing a nulti-year
service agreenent with sone of Hollywod's major studios to
pi peline a portion of the post-production work to Al aska, which
woul d create a sustainable and |ong-lasting workload for their
| abor force. They have also established Alaska's first film and
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TV financing syndicate to help co-finance certain projects that
either film their physical production and/or do their post-
production work in Al aska. He said this goes far beyond what the
| egi sl ature envisioned when it passed the |egislation. Al askans
will not only benefit fromthe production dollars spent here but
al so capture a share of the gl obal revenues of these projects.

MR. VEISER said the recent announcenent that the tax incentive
program likely will not continue has brought all the hard work
by their staff and partners to screeching halt. He warned that
time is of the essence to restore market confidence that Al aska
is still open for business.

2:56:42 PM

DEREK MJSTO, representing hinself, Anchorage, Al aska, testified
in opposition to SB 39. He works as a business agent for

Teansters Local 959 that represents the notion picture studio
industry in Alaska. He described the suspension of the program
as a sensible approach given the current fiscal situation. It

gives the state the tinme needed to work through tough tines
wi thout closing the door on the film industry. He enphasized
that passing SB 39 won't save the state dollars, but it wll

permanently <cripple a growing industry in Alaska that can
operate anywhere it chooses. Keeping the program on the books
will leave Alaska's door open to an industry that diversifies
the econony and provides jobs. He urged the conmttee not to
pass SB 39.

CHAI R COSTELLO announced she would hold SB 39 in commttee and
keep public testinony open.

2:59:51 PM

SENATOR ELLIS expressed appreciation for the tine, energy, and
passion that Mary Katzke has put into episodic television, which
is the big prize. "My heart goes out to her and her efforts,” he
sai d.

3:00: 52 PM

There being no further business to conme before the commttee
Chair Costello adjourned the Senate Labor and Comrerce Standing
Comm ttee neeting at
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