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reimbursed, resulting in a reduction in production costs;

(5) amounts that arc reasonably anticipated to be recovered through
subsequent sale or other realization of value by disposal of an asset that has been
claimed as a qualified expenditure;

(6) amounts that are paid to a person or entity as a result of
participation in profits from the exploitation of the production;

(7) costs incurred in the purchase of real or tangible property for which
a qualified expenditure has, at any time, been claimed.

Sec. 44.33.237. Review of film production tax credit, (a) The film office, in
cooperation with the Department of Revenue, may review, audit, and bring legal
proceedings to recover any amount of a tax credit awarded under AS 44.33.235 from a
producer or production to which a credit was awarded if the film office determines
that the film producer or production

f (1) did not comply with all applicable stale laws and regulations; or*”

(2) is liable for damages to the state or any political subdivision of the
state.

(b) Legal proceedings may not be brought under (a) of this section more than
one year after the date the tax credit was awarded under AS 44.33.235.

Sec. 44.33.238. Regulations. The film office, in cooperation with the
Department ol' Revenue, may adopt procedures and regulations to carry out its
functions under AS 44.33.231 - 44.33.239.

Sec. 44.33.239. Definitions. In AS 44.33.231 -44.33.239,

(1) "Alaska business" means

(A) aperson who holds a current Alaska business license;

(B) aperson who provides goods or services under the name as
appearing on the person's current Alaska business license;

(C) a person who has maintained a place of business within the
state stalled by the person or an employee of the person for a period of six
months immediately preceding the date of the goods o crvices provided,;

(D) a person who is

(i) incorporated or qualified to do business under the

*7- IICS CSSSSH 230( )
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laws of the state;

(ii) a sole proprietorship, and the proprietor is a resident
of the stale;
(i)  a limited liability company organized under
AS 10.50, and all members are residents of the state; or
(iv) a partnership under former AS 32.05, AS 32.06, or
AS 32.11, and all partners are residents of the state; and
(E) ajoint venture composed entirely of ventures that qualify

under (A) - (D) of this subsection;

(2) "commissioner" means the commissioner of commerce,

community, and economic development;

(3) "department"” means the Department of Commerce, Community,
and Economic Development;

(4) "film" includes television, commercials, and videos;

(5) "film office" means the film office created under AS 44.33.231;

(6) "producer" means a person who arranges financing for or
supervises the production of a film, video, commercial, or television production or
pilot;

(7) "rural area" means a community with a population of 1,500 or less
or acommunity with a population of 5,500 or less that is not connected by road or rail
to Anchorage or Fairbanks.

* Sec. 3. AS 43.98.030; AS 44.33 231(a)(5), 44.33.231(b), 44.33.232,44.33.233,44.33.234,
44.33.235, 44.33.236, and 44.33.239(6) are repealed.
* See. 4. AS 44.33.237 is repealed.

* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to

read:
TRANSITION, (a) Subject to AS 43.98.030(1). enacted by sec. 1 of this Act, secs. 3
and 7of this Act do not prevent the film office from awarding a tax credit under the

provisions repealed by sec. 3 of this Act to a film production that has submitted aproduction

cost report under AS 44.33.235(d), enacted by sec. 2 of this Act, before July 1, 2013.

(b) A film production lax credit may be used to offset taxes imposed under AS 43.20

IIC’S CSSSSB 2.30( ) '8'
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(Alaska Net Income Tax Act) or sold, assigned, exchanged, conveyed, or otherwise
transferred, in whole or in part, within three years after being provided by the Department of
Revenue under AS 43.95.030, enacted by sec. 1 of this Act, notwithstanding the repeal of
AS 43.98.030 in sec. 3 of this Act.

(c) A film production tax credit that is being withheld by the film office in
cooperation with the Department of Revenue under AS 44.33.235(h) may continue to be
withheld by the office, notwithstanding the repeal of AS 44.33.235 in sec. 3 of this Act.

* See. 6. The uncodified law of the State of Alaska is amended by adding a new section to
read:

NOTIFICATION. When the number of tax credits provided under AS 43.98.030(f),
enacted by sec. 1 of this Act, in the aggregate equals $150,000,000, the commissioner shall
notify each house of the legislature and the revisor of statutes in writing.

* See. 7. Section 3 of this Act takes effect on the earlier of the following:
(1) July 1,2013; or
(2) the date of the commissioner of revenue's notification to the legislature and
to the revisor of statutes that the Department of Revenue, in cooperation with the film office,
has provided $150,000,000 in transferable film production tax credits foi qualified film
production expenditures under AS 44.33.231 -44.33.239, enacted by sec. 2 of this Act.
* Sec. 8. Section 4 of this Act takes effect on the earlier of the following:
(1) July 1, 2014; or
(2) one year after the date of the commissioner of revenue's notification to the
legislature and to the revisor of statutes that the Department of Revenue, in cooperation with
the film office, has provided $150,000,000 in transferable film production tax credits for

qualified film production expenditures tinder AS 44.33.231  44.33.239, enacted by sec. 2 of

this Act.
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Notes on Clianges to SB 230 ( ) Film Office/Film Production Tax Credit

Mouse Finance Committee Hearing
April 7, 2008

Section 1.
AS 43.98.030 Film Production Tax Credit
Provides that the number of tax credits provided in the aggregate may not exceed $150

million.

Section 2:

AS 44.33.231 Film Office
Deleted the requirement for the Commissioner of DCf'ED to consider individuals

suggested by the Alaska Film Group for appointment to the director position for the Film
Office.

AS 44.33.233 Eligibility for a Tax Credit:
Provides that the Film Office must determine that the production is not contrary to the

best interests of the state.

In making this determination, the Film Office may consider
1 The effect of the production on both immediate and long-term prospects for

the film industry in Alaska;
2. The effect of the production on the employment of Alaska residents; and

3. The effect of the production on the economy of tho state.

Further clarifies that productions that are advertisements, infomercials, or any other
production that solids funds is not eligible for a tax credit under AS 4398.030

AS 44.33.234 Qualification for Film Production Tax Credit:
The references to “preliminary certificate” was changed to "notice of qualification”

AS 44.33.235 Award of Film Production Tax Credit:
The qualification of the CPA was changed from “selected by” to “approved by”

This clears up the ambiguity that the Film Office would be selecting a CPA to review a
posl-produclion audit. The language now allows the Film Office to seek out CPAs that
might be interested in doing this work and will be able to provide production companies
with a list of CPAs that have been approved by the Film Office.

Language was added to clarify that the Film Office, in cooperation with the Department
ol'Revenue, will determine the amount of the tax credit based on the information
provided in the audit post-production cost report.

Clarifies that the tax credit will be awarded if the producer has satisfied all of the
requirements under AS 44.33.21-44.33.239.

Further provides that the award ol the tax credit is conditioned on the producer's and the
production full compliance with all applicable state laws and regulations. The Film



Notes on Changes to SB 230 ( ) Film Office/Film Production Tax Credit
House Finance Committee Hearing

April 7, 2008
Office can request for the producer to provide any further information necessary for the

Film Office to determine full compliance.

Removes the provision that would disallow the Film Office from seeking recourse against
a producer or a taxpayer who has required Ihe transferable tax credit for any portion of

the credit that may be disqualified.

This is addressed in the indemnity clause that was added.

AS 44.33.236 Determination of Qualified Expenditures:
Provides that in order for expenditures to be considered qualified expenditures, the
expenditures must be directly related to the production and be incurred in the state.

Only expenditures that are ordinary, reasonable, and not in excess of fair market value
and that are for real or tangible property, fees, services or state or municipal taxes shall be

considered.

Expenditures that may be considered:
Clarified that the total aggregate payroll for services must be directly attributable to

services performed in Alaska.

A more specific description was used for the costs allowed for the sue of Alaska payroll
business: a business for processing qualified payroll and related expenditures.

The allowance for insurance costs or bonding was removed.

Provides that the Film Office, in cooperation with the Department ol Revenue, can
review similar expenditures to those that arc enumerated in this section and decide if they

qualify.

Expenditures That May Not Be Considered:
Added four additional items that are not considered qualified expenditures:

1. Production financing, depreciation, and amortization costs, and other costs that
are not cash or cash equivalent expenditures directly attributable to production
costs incurred in the state.

2. Amounts that are later reimbursed or reasonably anticipated to be reimbursed,
which would result in an overall reduction in production costs; and

3. Amounts that are anticipated to be recovered through subsequent sale or
realization of value by disposal of an asset that is allowable and has been claimed

as a qualified expenditure.
4. Costs incurred in the purchase ofreal or tangible property for which a qualified

expenditure has, at any time, been claimed.

AS 44.33.237 Review of Film Production Fax Credit
Allows the State the right to review, audit, and subsequent disallowance and recovery if
any form of non-compliance of AS 44.33.231-44,33.239 or any other state law or permit



Notes on Changes to SB 230 ( ) Film Office/Film Production Tax Credit

House Finance Committee Hearing

April 7, 2008
requirement. There is a statute of limitation of 1year from the point where the credit is
awarded to the production company to allow the State the right to review, audit, disallow

or recover.

Allows the State to recover the cost of any damages caused by the production to the Slate
or local government, by reducing the amount of credit awarded. This would include costs
of environmental or other physical damage and from failure to comply with any law,
regulation, permit, lease or other agreement.

The State can withhold the award of the tax credit certificate if there arc any filed, but
unresolved legal actions involving the production company.

There is further clarification that this allows the State to go back to the production
company, and not the tax payer that purchases the transferable tax credit.

AS 44.33.238 Regulations
Provides that the Film Office, in cooperation with the Department of Revenue, may adopt

regulations and procedures to carry out its functions under AS 44.33.231 -44.33.239.

AS 44.33.239 Definitions:
A new definition for “Alaska Business” was added:

“Alaska Business” means
1 A person holds a current Alaska business license:
2. A person who provides goods or services under the name as it appears on the

person’s current Alaska business license;
3. A person who has maintained a place of business within the state staffed by

the person or an employee of the person for a period of six months
immediately preceding the date of the goods or services provided:

4. A person who is
a. Incorporated or qualified to do business mulct the laws of the state;

b. A sole proprietorship, and the proprietor is a resident of the state;
e. A limited liability company organized under AS 10.30 and all

members arc residents of the state; or
d. A partnership under former AS 32.05. AS 32.06, or AS 32.1! and all

partners arc residents of the stale and
5. Ajoint venture company composed entirely of ventures that qualify under this

section.
Section 3: No C hanges
Section 4: No Changes

Section 5: Notification Requirement
Provides that when the total number of tax credits has reached S 150 million, the

Commissioner of the Department of Revenue shall notify each house of the Legislature,
as well as the Revisor of Statutes.



Notes on Changes to SB 230 ( ) Film Office/Film Production Tax Credit

House Finance Committee Hearing
April 7, 2008

Section 6: Effective Date
The Effective Date clause is changed to reflect the aggregate $150 million tax credit

limit.
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Sponsor Statement
SB 230: Alaska Film Incentive Program

Senate Bill 230 would make Alaska competitive with other states and countries by creating the
Alaska Film Incentive Program and re-establishing the Alaska Film Ol'fice. Alaska is one of only five
states without an incentive program, which is necessary to attract the billions of dollars spent annually
on film and television productions around the world. States with innovative and aggressive incentives
have been able to diversify their economics and create new high-paying private sectorjobs, while
benefiting from an infusion ofinvestment dollars. These projects also bring millions of dollars worth
o f marketing and promotion for Alaska businesses, products, and tourism.

In Alaska, we have seen the enormous benefits for the crab industry associated with the television
show “The Deadliest Catch.” The production of* Into the Wild" employed hundreds of Alaskans and
spawned a new tourist attraction. These two successes show the potential of the film and television
industry in Alaska, but without an incentive program, Alaska will continue to miss out on the vast
majority of productions. To givejust a few examples of productions set in Alaska but filmed
elsewhere from recent years, Columbia’s "30 Days of Night" (32 million production budget) was shot
in New Zealand, Touchstone’s “The Guardian’' ($80 million) was shot in Louisiana, Buena Vista's
"Mystery, Alaska,” (528 million) and “Snow Dogs” ($33 million) in Alberta, and Warner Bros.’
"Insomnia” ($40 million) and the ABC TV show “Men in 'frees” in British Columbia.

The Film Incentive Program would establish a transferable tax credit of 30% of qualified spending
wi th an additional 10% for local hire, 2% for shooting in rural Alaska and 2% for working in the
winter months. Eligible productions could use the credit or sell it to any company with a corporate
income tax liability. Tax credits would only be issued after the production has completed filming in

Alaska and an independent audit has been completed.

The Film Office would administer the Incentive Program, provide assistance to productions
interested in filming in Alaska, and certify internship programs. From the founding of the office in
1082 throughout the 1990s, the Film Office provided assistance with permits, location scouting,
workforce development, and connecting Outside film producers with local talent and suppliers. They
also marketed Alaska as a filming location to film and television producers. These duties provided
valuable support for Alaska’s film companies, and are necessary for a viable industry.

Alaska is the most photogenic location in the world, but it is not on film producers’ map because
there is no incentive program. SB 230 will bring our state positi e attention, substantial investment and

a st rung and diversified economy.
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Senator Johnny Ellis

Senate M ajority Leader

MEMORANDUM

To: Representative Kurt Olson, Chair
House Labor and Commerce Committee

From: Sen Johnny Ellis
Date: March 10'1, 2008

Subject: Transferable Tax Credits

This memo describes the process by which the transferable tax credits in SB230 provide an incentive
to the film industry. This process is similar to the capital and exploration credits in the recent oil
valuation legislation and the capital credits for salmon products, the renewal of which is currently in
front of the legislature. 12 other states, including Louisiana, Connecticut, and Massachusetts, offer

transferable tax credits for film production.

A production company submits an application for tax credits to the Film Office
0 The application must include information about the production and their spending plans

If approved, the Film Office issues a pre-certification letter with an estimated amount of the tax

credits which will be issued upon completion of the production
0 This letter can be used as collateral for loans or other financing, which provides an

important cash flow for smaller, independent productions

e The production is filmed
Upon completion of the production, the producer submits a cost report that has been verified by

an independent CPA
e The Film Office issues the credit
The producer uses the credit against its corporate income tax liability or, through a broker,
markets the credit to an Alaskan corporate taxpayer

0 Prices for credits will vary, but in other states they are generally sold for around S.90 on

the dollar

On average, about 40% of the costs of a production will be spent on location. Assume a film with a
total budget ol'SS million (a smaller feature film) that spends S3 million in Alaska, including SI
million in local payroll. That project would receive a credit worth SI million: 30% of the base
investment for $900,000 as well as an additional 10% on Alaska payroll for $100,000,



SB 230 - Film Production Tax Credit
Conceptual Amendments: For Discussion Purposes

March 31, 2008 Meeting

1) Change entire structure from the phony transferable tax credit to a direct subsidy. In

the real world, these production companies will all be set up a pass thru tax entities
and never pay a cent of Alaska State Income Tax.

2) P3 L1 - Do not limit selection of Film Office Director to candidates suggested by the
"Alaska Film Group."

3) What is the "Alaska Film Group?" Is it guaranteed to be around as long as the
statute will be? Use generic language that the Commissioner may consider
candidates suggest by Alaska film industry organizations

4) Increase oversight of film office. Don't know how, but this is important

5) Make Commissioners of DCCED and DOR jointly responsible for making final
decision qualifying a production for subsidy. Accountability at the top and on the

third floor for these decisions is a good thing.

6) Bill has no provision for post production review of production work product to verify
continued compliance with initial qualification

7) P3L18-19 Clarify. Make it clear that National TV advertisement for commercial
purposes are OK. Any production with political or fundraising motives is NOT OK.

8) Add a subjective eligibility criteria that requires the Commissioners to make a finding
that the proposed production is in the best interests of Alaska. Or at least that it is

not contrary to the best interests of Alaska.

9) Change “preliminary certificate" concept to a "Notice of Qualification" concept.
Notice must still include an estimate of the amount of subsidy attached to the

qualification.

10) Require amendment to qualification if claimed credit is to exceed original estimate by
more than 5%.

11) Reduce base subsidy to 20%
12) Limit subsidy to S20 million per production per year.

13) Sunset this program the earlier of 2013 or the issuance of qualification notices
aggregating S100 million

14) P4 L 19-23 Change CPA requirement from a CPA selected by the film board to a
CPA acceptable to the film board

Wtlitp.-nrukC -IVuoi-* | OW FE \U c



15) Require post production review of work product and determination of continued
compliance with qualification criteria

16) P4 L24-26 Limit scope of this provision to stating that the “amount” of the subsidy
shall be determined by the audit. Payment of the subsidy needs to be subject to

compliance with all provisions of this law

17) P4 L27-29 Eliminate “holder in due course" defense. Not necessary with change
from transferable tax credit to direct subsidy. This is anothei advantage of calling

this thing what it really is.

13) Add provision protecting the state’s right to review, audit and subsequent
disallowance and recovery if any form of non-compliance is later determined. Add a
statute of limitation consistent with or incorporating other audit provisions in tax law.

19) Qualified expenditures:

a) Add a requirement that expenditures be ordinary, reasonable, necessary and not

in excess of fair market value
b) Add related party exclusion for any expenditures made to or to entities with an
ownership interest held by:
i) Production equity holders
ii) Production financers
iii) Family members of the above
iv) Unless costs are demonstrated to be ordinary, reasonable, necessary and
not in excess of fair market value AND are not otherwise readily available

from Alaska sited vendors

c) Exclude all payroll and related costs for
i) Production equity holders
i) Production financers

d) (note: band c above need to be thought through morethoroughly, but are critical
and it is very important we get it right the first time.)

e) P5 L20-23 - exclude insurance and airfare costs

f) P5 L30-31 - catch all inclusion should be “as determined byDepartment of
Revenue regulation" not by the film office.

g) P5 L24-27 - Disallow costs incurred for real and personal property to the extent
value is durable and remains with lhe production company, whether realized or
not by the time the subsidy payment is applied for.

h) Disallow costs that production expects will be recovered or reimbursed in the

future
i) P6 L6-7 - require reimbursement for subsidy related to any claimed costs that

are later reimbursed or recovered

j) Require production company to provide notice of any such changeincluding
workers comp audits, payroll audits, asset sales, etc.

k) Do not allow cost shifting to Alaska, especially payroll, by requiring for the
purposes of the subsidy payment, that such costs be recognized by the
production over the entire term of tfie project and not allocated disproportionately
to time spent in Alaska.

[) P6 L10-11 - change to disallowing any administrative or management costs
related to determining and obtaining subsidy



20) Need new section protecting the state.
a) Recover the cost of any damages caused by the production to the state or local

government by taking the money from the subsidy. This would include costs of
environmental or other physical damages and from failure to comply with any

law, regulation, permit, lease or other agreement.
b) Withhold payment if there are any filed, but unresolved legal actions involving the

production company
c) Need major criminal penalties for any fraud, bribery, conspiracy in connection

with qualifying for, claiming or receiving a subsidy
d) Disallow any otherwise qualified production where fraud, bribery or conspiracy is

proven

21) Add a section regarding filing and payment of claim for reimbursement. Integrate
with existing tax filing and refund statutes. Make timing of refund subject to review
and determination of compliance with all related statutes.

We should also have a constitutional review done by Leg Legal regarding commerce
clause issues.

I'd further like a formal technical evaluation and critique of this bill from the DOR Tax
Division.



SB 230 - Film Production Tax Credit
Conceptual Amendments: For Discussion Purposes
March 31, 2008 Meeting

Addendum #1

1) P5 L2 after "expenditures" insert "for goods and services"

2) P5 L2 What does “directly incurred in this state" mean. | think onthis one just
stating that ..."expenditures for goods and services incurred inthis state" gets there
unless we really want to tie it down to something like “goods and services incurred in
this state where thosr goods and services are acquired from resident Alaskans."

3) P6 exclusions section: exclude depreciation and amortization

4) We might want to specifically exclude land purchases
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Creates

ADiversification of our economy
.1 1*New private sectorjobs 2"
MImKiow g training programs

y -Mbs for interns, crow, and native
JJoygraw askans

o[nfusion of construction dollars
I ‘Millions of dollars worth of P.R.
! "Opportunities in rural Alaska

oTax credits for corporations

W h o B en e fits ?

Wage earners

<Air Service Providers
«Catering Companies
*Hotels

*Retailers

*Freight Companies
eMaintenance Firms
eRental Companies
«Security Companies
eTourism Businesses



H o usto n w e h ave a

PR O BLEM
Andso do ...
- Big Lake
- Barren.
- Anchorage
- Fairbanks
-Juneau
- Kodiak
- Nome
- Palmer
- Sitka

Across Alaska we are missing out.

E conomic Im pacts

‘Northern Exposure’

In production from 1990 - 1994 for a total of 110 episodes.
110 X $839,000.00 =92,290,000.00 M in total production
costs.

Total series ground spend = $69,217,500.00 M

SourcoiT.V. Guido 7/21/91
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STATE OF OUR STATE

CAPTURED;

Discover Channels*
"DEADLIEST CATCH"
Season ground spond =

3.7 Million

LQ.SI;

Sony Pictures

"THIRTY DAYS OF
NIGHT

Estimated ground spond=
37 5 Million



GLOBAL COMPETITIO N

“INSOMNIA”
*Set in Alaska
Shot in B.C. Canada

oEstimated ground spend of
37.5 Million.

Source: Louisiana Television Oifico and IMPLAN

u.sS. COMPETITIO N

LOUISIANA -ECONOMIC IMPACT

oFilm Production went
from $7 Million to $343
Million in 2 years.

«2003 film spendin
supported 5,437 jobs

«2005 film spending
contributed 13,445
additional jobs due to the
increase in film
expenditures.

Source: Louisiana Television Office and IMPLAN



L o uisian a's |In cen tiv e s

e 25% investor tax credit

* 10% credit on
Louisiana payroll

e 40% credit on
infrastructure
development

Source: Louisiana Film and Television Office

W el c o m e to S it k a

M a s s ac h u setts

Incentives
Rebates
Tax Credits
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C r ew r a tes

Director of Photography @ 07.13

per hr.

Camera Op. @ 53.33 per hr.
Gaffer @ 34.53 per hr.

Key Grip @ 34.53 per hr.
Electrician @ 30.92 per hr.

Art Director (per wk.) S2,747.47
Set Decorator (per wk.) S2.098.30
Key Make-up @ 39,29 per hr.

Key Hair Stylist @ 39.29 per hr.
Prop. Master @ 34.53 per hr.
Painter @ 34.68 per hr.

Cratt Service @ 25.03 per hr.
Studio Teacher @ 37.50 per hr.
Production Assistants @ 150.00 per

day

Source Dreamworks-rale perhr/8 hour minimum

T a k in g S to c k

WhatAlaska Has to Offer

e God's back lot
Mystique
Professional crews
* No state sales tax

Missing Criteria

* Incentive Program



W hy Does it M atter??

Film Development Dynamics

STAKEHOLDERS MARKETS

Domand for products

Films

Investors Connections to

Unions production companies

Office of Film and Video Local Madia
INFRASTRUCTURE LABOR FORCE

Crew baso
Arts community
"Industrial atmosphere”

Airports, roads
Location opportunities
(Future production
studios)

Source: Economics Research Associates

P a s s age o f S S S B 2 30

* Creates Jobs

* Diversifies the Economy
Stimulates Tourism

Builds Infrastructure & Support
Services

Opportunities for Rural Alaska
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State

Alaska
(SB230)
Arizona
Colorado
Connecticut
District of
Columbia
Florida
Georgia
Hawaii
llinois
lowa
Kansas
Louisiana
Maine
Maryland

Massachusetts
Michigan
Minnesota

Mississippi
Missouri
Montana
New Jersey

New Mexico

New York

North Carolina
Oklahoma
Oregon

1Pennsylvania

Puerto Rico
Rhode Island
South Carolina
Tennessee

Type of incentive

30-42% transferable credit

20-30% transferable credit
10% rebate
30% transferable credit

10% grant

15-22% rebate

9-17% transferable credit
15-20% refundable credit
20% transferable credit
25% transferable credit
30% non-transferable credit
25%-35% transferable credit
10-12% rebate

25% grant

25% refundable or
transferable credit

12-20% refundable credit

15% rebate

20-30% rebate

50% transferable credit
9-14% refundable credit
20% credit; $1.5M loan

20-25% rebate; S15M loan

10% refundable credit (plus
5"» from New York City)

15% refundable credit
5-15% rebate
10-20"ii rebate

25", transferable credit; 20",.
grant

40-50% transferable credit
25% transferable credit
10-30";. rebate

13-32% rebate

SAAA-£-t(IS

Per production
cap

No

S7TM
No
No

No

S8M
No
S8M
No
No
No
No
No
No

No
S2M
No

S5M
SIM
No
No

No

S7.5M
No
No

No

No
No

j No

Annual cap

No

S50M
S600K
No

No

S25M
No
No
No
No
S2Mm
No
No
S4M

No

S7TM

SUM (two
years)

No

S1.5M

No

SIOM

No

S25M (plus
S12.5M
from New
York City)
No
S5M
55M
S75M
icredit);
>5M (grant)
SI5M
IS0

IS2IM

J S20.M

QAJ F'Lt

Wage cap

No

No
No
No

No

No
S500K
No
SIOOK
No

No

No
SIM
No

No
S100K
No

No

No

No

No

S5M total
out of
state
payroll

No

SIM
No
SIM

No

& &

S&1IM
"J No

v/



Texas

Utah
Washington

West Virginia

Wisconsin

Wyoming

Source: The Complete Guide to Film Incentives, Axium, Fall 2007

5% grant

15% refundable rebate
20% rebate

27-31% non-transfcrablc
credit

25% refundable credit

12-15% rebate

S2M (film);
S2.5M (TV);
S200K (ad);
S250K (video
game)

No

SIM

No

No

No

No

S4M
S3.5M

SIOM

No

SIM

Edition

S200K

No
S250K

No

Excludes
two
highest
paid
employees
No
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Public Testimony on Senate Bill 230

Presented to House Finance Committee

M arch 28, 2008

By Britt Arnesen
Lifelong Alaskan and registered voter in District P-32
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Summary

I am deeply concerned lhai SB 230 is being pushed through the Legislature in one short session
with essentially nn review by parties outside of the Film Industry. | have studied Public
Administration at UAA and recognize bad policy when | see it. In this while paper, 1 present
more than enough reasons for the House Finance Committee to .stop this bill right here and table

it until funher analysis is performed.

| support the idea of building locally-owned and sustainable business opportunities for young
people like myself. But this bill, crafted by consultants specializing in taking advantage of state
governments, is deeply flawed and has negative external consequences that haven't been
addressed. This vehicle (mega-subsidies) has not been demonstrated by irs sponsors to be the
most effective way of achieving the intended outcomes. | implore you to table this bill for later to
allow the public to weigh on this massive subsidy and see if there is a more efficient way to
achieve those outcomes. A public process such as a Task force could invite participation from
other groups such as regional economic development corporations, local governments, and

members of the public like myself.

| have no skin in ihis game, other than a passion about Alaska, and a keen desire to keep the
budget and growth of government in control so that the services we depend on can continue to be
here for the future. | see tremendous opportunity cost in pushing this bill through without

addressing the points | raise.

| understand that this white paper is very Img, but | have researched it thoroughly and provided
many references. This was necessary to help you, as the representatives of us, the people, to see
through the glitz and glamour of the movie industry. This bill can wait. A time-out period will
allow the Legislature to address the deficiencies and problems | have pointed out in this while
paper. You would be remiss in your duties if you passed this bill without answering these very

important questions.
| respectfully request ihat this entire paper be made part of the official record of SB 230 and the

House Finance Committee. Again, 1implore you to address these concerns before passing this
bill. There is no emergency in passing this bill this year, other than a few specific special

interests which would like a subsidy for their specific projects.

The mechanics of SB 230 arc flawed. The bill needs extensive work to
ensure it benefits Alaskans and encourages desirable economic

outcomes.

Public testimony on SB 230 Juf20 B. Aincsen
House Finance Committee March 2,1, 2008



.MAR-28-2008 FRI 03:21 PM ANCHORAGE L10 FAX NO, 907 269 0229 P. 04720

The bill begins with a high subsidy and hiring Alaskans is onIK an extra few
percent. Rather than an after-thought, Alaska hire should be the base of the

subsidy.

The Slate of Alaska already has qualifications on the books for Qualified Alaska Vendors when
it comes to State procurement and other guidelines. SB 230 could piggyback on these and only
give subsidy for TRULY Alaskan businesses for expenses that truly went into the pocket of
Alaskans. Instead, they have taken the opposite approach, allowing only icing on the cake for
hiring Alaskans. This is backwards and is a prime reason SB 230 should be shelved until

economic analysis can demonstrate that it is truly a sound course of action,

SB 230 does not address other major factors influencing film industry

decisions, such as the cost of doing business.

It costs more to do business in Alaska than almost any other statel It is Alaska’s rank in the
top three most expensive places to do business that keeps the film industry away. Instead ol
picking one industry to subsidize, the State should focus on reducing the cost of business for
ALL industry, allowing all of us to flourish, instead of just one sector. Subsidizing one sector
will put burdens on other sectors as well as the State treasury. For example, will the run on
various parts or services increase prices for those outside the industry? Could this happen with
hotel rooms in tourist season? What if a local entrepreneur who wants to make a small-budgct
documentary can no longer afford to rent needed equipment because a big Outside production
has gobbled up all the available equipment, causing a sudden spike in price and drop in

availability?

The major factor influencing production decisions regarding Alaska is lack
of infrastructure.

Minutes of the Senate Labor and Commerce Committee reflect film subsidy consultant and
lawyer Dama Chasles' remarks, “Alaska doesn't have adequate infrastructure and trained crew
available. So she supported keeping the 30 percent base lax credit to offset these costs.J" Since
the industry and sponsors recognize that infrastructure and workforce are the primary factors
holding Alaska back, the State should instead consider other proposals which will address these
two areas first, prior to offering subsidies to Outside corporations.

Non-resident workers continue to dominate some sectors of tho Alaska
economy, and SB 230 will exacerbate this.

The supporters have claimed that the subsidy-driven boom will result in more opportunities for
training and employment of Alaska workers, but this economic argument does not hold water
and has never played out in Alaska. 30 years after construction of the Trans-Alaska Pipeline,
non-resident employment continues to dominate many aspects of the oil industry, especially in
ihe highest-paid positions. The new Dept of Labor and Workforce Development Annual Report

T

Public itMimony on $11 2JO Vo 1211 B Arnexen
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on Labor Statistics released on March 25, 2008 shows that the percentage of non-iesidem
wjrkcrs in Alaska continues to climb, reaching the highest level since 1997. The influx of
visitors as a result of the subsidies could be expected to exacerbate the already high percentages
0 'non-residents in categories such as Arts/Entertainment and Visitor Sendees. A full economic

analysis is needed to characterize these effects.

The only proven way to increase a resident workforce is to build it from within*—nol to subsidize
large Outside corporations to come spend money. Throwing money at Big Productions LLC to
bring an entourage to Alaska will not materialize trained workers. The most effective way would
be to directly train workers and support local initiatives. The State has finally leurned Lhis lesson
in other economic sectors such as process technology. Let's not set back the clock by making

this mistake in the film sector.

SB 230 creates a whole breed of lawyers, consultants, and middlemen.

These people will be involved in helping producers take advantage of the subsidy. Middlemen
will lake a cut in tax credit transfers. A good 20% of the subisidy will be lost to these

middlemen3

Sec. 44.33.236(&_1)113) and (14|1) are flawed. By subsidizing Eremiums for
insurance and airline tickets If purchased through an Alaska-based agency,

SB 230 provides a much larger financial benefit to the Producer than to the
local company providing the service.

This is best to illustrate with an example. Big Production LLC purchases various insurance for
$100,000 through Alaska Bob’s Insurance (affiliated with Allstate) and spends $100,000 in air
travel on Alaska Airlines booked through Alaska Jane's Travel Agency. Both Alaska Bob and
Alaska Jane receive a small commission on their sale, perhaps 5 to 10%, so they each receive
maybe $5,000 to 510,000 on the deal. The majority of the money paid to Alaska Bob and Alaska
Jane goes to the national companies Allstate and Alaska Airlines. The Slate pays Big Production
LLC a total of $60,000 in subsidy (nevermind that a good 20% of that is lost to middlemen in the
tax credit transfer process). So Big Production LLC made $60,000 in subsidy, and the small local
business that was supposed to benefit from the film industry’s "groundspend" actually only
received $5,000 to $10,000, and maybe far less than that when overhead and expenses arc
included. The State’s payments to Big Production LLC arc several limes larger than the
economic impact of the Big Production’s supposed "groundspend".

If the intent of the bill is to stimulate payments to local vendors, shouldn't the absolute value of
those payments be HIGHER than the subsidy?? Jf not, then the State would do better to just pay
Alaska Bob and Alaska Jane directly! This example clearly illustrates how the subsidy has a
bigger effect on the out-of-staic producers than it does on the local vendors.

s described in Labor and Commerce Committee Minutes.

B Arncsen

Public testimony on SB 230 S0/20
March 26- 2."»)$
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The State will pay repeatedly through construction and later leasing of

subsidized projects, with no equity share.

This is best to illustrate with an example. Big Studio Construction LLC receives a $10 million
credit on their $40 million soundsiage built next to the defunct seafood plant-turned church and
Sporisdome on Raspberry Rood in Anchorage. Big Studio Construction LLC (which wholly
owns the facility) leases it to Big Production LLC for $40 million to produce The Next Big
Violent Movie. The Stale pays another S10 million of subsidy on the leasing fee. Of course. Big
Studio Construction LLC is owned by the same parent company as Big Production LLC. so the
leasing fees all line the same pocket. And the company has now collected $20 million in State
subsidies on a $40 million facility, The State pays a new subsidy every lime lhe. money changes
hands between the individual LLCs, The State earns no royalties on the smash success of The
Next Big Violent Movie, and still, after a $20 million investment, owns no equity share in the
infrastructure. In the years following, Big Studio Construction I.LC continues to generate income
leasing the facility while the State continues to pay subsidies towards leasing fees. At the sunset
of SB 230, the State has invested the full cost of the soundsiage, $40 million, and still has no
equity share because Big Studio Construction LLC owns it. It is also unclear whether the SB 230
subsidy would have the State pick up 30% the tab for the property taxes owed by Big Studio
Construction LLC to the Municipality of Anchorage. The State would be paying subsidy on all
the costs of operaling and maintaining the facility as well. The consequences of this subsidy arc

devastating toward the proper functioning of the free market.

Through clever lawyers and LLC arrangements, the subsidy can easily be
taken advantage of, with little protection for the State.

Sec. 44.33.236(a) would allow the parent company of the LLCs previously discussed to form
Editing Services LLC in Alaska and the parent company to collect further subsidies by having its
various branches contract to each other, collecting a new 30% at every contract. They can form
Wardrobe Services LLC and Transportation Services LLC and any other corporation with the
help of the lawyers who specialize in helping mega-productions take advantage of state

subsidies.

As 1will elaborate further on, important protections that could prevent this sort of practice are
missing from the bill due to a lack of funding for the Film Office, selection of the Film Office
Director by a small sub-set of the industry, and the removal of the Stale’s right to recourse in the

event fraud is discovered (Sec. 44.33.235(f)).

Sec. 44.33.233(a)(1) sets the minimum spend too high, edging out start-up

entrepreneurs.

The argument for setting a minimum spend at a high level is to get maximum impact. It has been
argued that smaller productions won't be willing to spend the muney on the audited CPA report
to apply for the credit, so wc shouldn’t waste their lime by allowing them to be eligible. | reject
this argument because the free market will determine whether a business decides it is worth the
expense to apply for the .subsidy. WWC should not exclude snudl businesses and productions just

Public (alimony on SP 250 60f20 |['[ Ame.ten
Manli 28, 20CP

Home Finance Committee
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because we believe ii is not worth iheir effort to apply. Let's let them make that business

decision.

Sec. 44.33.235(f) removes the State’s right to rocoup Improperly paid
subsidies if corruption, fraud, or mistakes are uncovered. This language

MUST be removed.

Senator Bundc pointed out this deficiency in the Senate Labor and Commerce Committee, asking
that hill be amended to add "absent fraud" to this clause'l and Senator Ellis asked this to be
looked into. In the February 12 hearing, industry representative Dama Chasle, who personally
profits from a business venture which consults productions on how' to lake advantage of State
film industry subsidies5, testified that the bill should include language on fraud. The language
regarding fraud appears to have never made it into the bill, as the bill still allows this major
loophole. Ms. Dama herself has been disciplined by the California Bar Association effective July

7, 2005 regarding "private reproval, public disclosure" in case 04-C-12669°.

It is unconscionable that the State would give away such a major subsidy with no provision for
recouping subsidies based on fraudulent claims.

The program described In this bill is not a proper role of the government. It
is, however, a proper role of a trade association formed for the benefit of its

members.

We should be painfully careful when deliberating creating new government programs, new
subsidies, and new entitlements. This is because we all know that once created, these programs
are nearly impossible to eliminate. Therefore, extreme caution is in order, and a longer and more
thorough deliberative process is necessary to demonstrate that this program is an appropriate task

for government rather than a task for a trade association.

The mission statement of the Alaska Film Group (AFG) stales, “The Alaska Film Group is a
nonprofit trade organization designed to create economic opportunities for membership,
provide an educational forum, and to be a voice for the film & video industry of Alaska." AFG
has come to the State requesting a film subsidy bill because die membership is unable/unwilling
to pay to create their own economic opportunities. It is customary in Alaska politics to always
look to the government first when you want something. This has resulted in so much wasteful
spending. While we may enjoy a surplus today, dolling out subsidies can eat aw'ay the surplus in
a hurry, at die same lime depriving the State of investment dollars or savings.

*Mimaes Irent Senate La%ﬁr ?:H r%immerce Hearing bVonnry 12, 200K
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| draw your attention to other trade associations in Alaska. The State often gives assistance to
these groups to market lhemselves (think Wild Alaska salmon), but that is usually awarded
through a (hopefully competitive) grant process. It is highly unusual for th* State to pick up the
ENTIRE program on behalf of a trade association, especially one of this magnitude, and it is an
improper role of the government. It expands the government in an area that should be the
responsibility of the private sector. When a trade association wants to confer benefits to its
membership, it should be the responsibility of the trade association, not the Genera] Fund, to pay
for this. |1 would welcome AFG applying for a State grant to implement parts of this program
themselves, and if they could demonstrate that their program would be effective, then | would

support such a grant.

There is no Alaska-specific economic analysis which justifies this as the

proper vehicle to achieve the intended outcomes.

Rather than provide a subsidy this year, why not encourage the AFG or another non-profit to
leverage private trade association funds to commission a study to evaluate the best course of
action for Alaskans? Or why doesn't AFG apply through one of many competitive grant
processes for funding to conduct this work? The bill's supporters have not provided any specific
economic analysis indicating why thIS bl” is the best way to ensure the positive economic
outcomes we all hope for. A root cause analysis has not been performed to show what the true
causes are for the lack of filming of major motion pictures in Alaska. Other factors could rank
much higher than a lack of subsidy, such as high cost of goods and transportation, lack of
infrastructure, and lack of trained v others. The Legislature should either require that the
sponsors present such an analysis, or consider forming a Task Force to conduct this analysis over

the interim.

The City of San Francisco conducted an economic analysis prior to considering a film subsidy
there. The study concluded the ordinance would confer a "moderate benefit" to industry,
"moderate adverse effects" to local governments, and neutral effects to all other parties?. The
level of moderate benefit was so minor that it became difficult to justify the adverse affects on

government revenue.

Research is patchy on this subject, but there arc many questions the Alaska Legislature should
answer before passing this bill.

The little evidence available suggests that film tax credits do attract film production and
create jobs in states that have little or no film industry. However, they also cost states
considerable foregone tax revenue. The film production stimulates little additional
economic activity in other industries. Consequently, film tax credits do not "pay for
themselves" by indirectly generating additional corporate income, sales, and property (ax
revenues ...As more evidence becomes available, policy analysts and policymakers
should evaluate ihe cost-effectiveness of film tax credits relative to alternative policies
designed to promoie job creation and economic growth. They should also take into
account (he economic effects of measures needed to offset the revenue losses incurred by

%gll)lz}{eagrj nunEyFﬁmﬂr%%ﬂ%ﬂice of Economic Analysis. Economic Impact Report nf the Proposed Film

Hof20 B. Amesai
March 28, 2008
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film lax credits in order to maintain balanced budgets. Another important question, asked
too infrequently, is: are there alternative public policies that might be more cost-effective

in creating jobs than film tax credits?*

Sage advice.

While the bill might "level the playing field" for Alaska tc attract big
business, it actually makes competition tougher for small, Alaska-base

entrepreneurs.

Competition between private entrepreneurs and State-subsidized entities has created tensions
before. On September 15. 1994, Legislative Auditor Randy S. Welker reported on the status of
industry complalnts that public television was using State funds to compete with private

industry9.

Commercial broadcasters we interviewed had strong convictions on the subject of
competition. A phrase frequently spoken was that the public broadcasters arc using public
funds to compete with private enterprise In other words, public broadcasting is funded
from taxpayer dollars and therefore should not compete with that taxpayer... As reflected
by the 1980 letter from Alaska Film Studios and the J986 position paper, the issue of
state subsidized competition, specifically that of public bioadcasting stations, has been of
continuing concern of the private sector This concern was further evidenced by a 1989
rcpoit from the Governor’s Conference on Small Business. The report recommended that
there be a limit or restriction on government agencies from competing with small
business, including prohibiting unfair competition by non-profit, tax-exempt
organizations taking advanuge of their Minus to compete with small business.

Think back to the hypothetical example about Big Studio Construction LLC. Expenses arc only
qualified and subsidized if incurred by a ‘Producer”. Therefore, if a local de\ eloper wanted to
build a soundstage to lease to the film industry, they would be ineligible for the subsidy, and
their project would take a 30Fc hit in competition with the subsidized out-of-state company.
Ironically, the bill stifles certain local investments in infrastructure by subsidizing some

activities and not others.

The justification for exclusions In Sec. 44.33.233(b) Is not clear. If the goal
s to stimulate spendm?_, why have any exclusions at all, or why pick and
choose the ones In the list?

Why exclude sexual content, but not rape, murder, incest, drug glorification, or violenceO Whj
exclude news, but not hate speech0 Should we be making these moral judgments so flippantly?
Remember the Film Office Director has remarkable discretion in this area

e Flingl PUBliL Policy Cenler o {lie. Felimjl R, = v IhnCif Hinton. _usvaiia E*U° Film +i« Creditl in
Nl 'r%ﬁrﬁ! %r@ble?@lﬁﬁl&@ af(i(cér%?ll (étlulb(FgZPvmc}t(\)Nb%jt-idii%éﬁgaﬁﬂgp.igevaudin>|9V4,pdf/.I"!j5 of
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Externalities of the Bill Have Not Been Adequately Characterized

Massively increasing the scope of an industry in a short period of time has proved disastrous in
Alaska's past, resulting in strain on public infrastructure and environmental degradation, and

contributing to a boom-and-bust economy.

Subsidies will result In Increased use of public infrastructure such as
roads, while at the same time diverting General Fund money away from the

maintenance of such Infrastructure,

Growing the film industry this quickly, basically overnight, will result in a dramatic increase in
the use of public infrastructure, especially roods, pons, and airports. Rather than contributing to
the maintenance of this infrastructure, the Slate will be paying for its degradation, if the bill
brings in 5100 million like some would like to see. that will put an untold number of new big
trucks and trailers on our roads transporting heavy loads with the light plants and generators
referenced in the following sections. There should be a fiscal note from the Dept, of
Transportation to quantify this effect. Again, if the sponsors are hoping for a big boom, ihey
should be able to explain how to deal with the adverse effects of such a boom. Movies sound
glamorous and the industry people who have testified in favor of this bill have often referred to
how "green" their industry is. but the reality is a huge influx of equipment, vehicles, and people,
to places where Alaska isn’t used to accommodate projects of that type and scale.

Tho potential environmental impacts of the dramatic Increase in filming
have not been addressed. These impacts are real and will be felt by

Alaskans outsido the industry.

The "unparalleled scenery" referenced in Sen. Ellis’ opinion piece posted on AFG’s website
points to svhat everyone believes about this bill Alaska can draw industry based on its unique
wild places. We all want to safeguard these special places so they can provide economic activity
in perpetuity. This requires evaluating potential environmental consequences prior to taking
major actions like this subsidy. If, as the bill's sponsor hope, this bill generates a major increase
in economic activity, especially surrounding Alaska's wild places, there will be impacts on our
public lands that have not been discussed. The impact of a film crew on location is immense, as

described in a UCLA study1Q

With production crews now often well over 100 people, filming on location is, comparable to
moving an army. In one instance, this involved bringing into an otherwise uninhabited site a
collection of 10'ton trucks, cranes, helicopters, jeeps, TorkIirs. oﬁroad vehrcles golf carts and
materlal such as pipe and steel used to stabilize other equipment The do 0y grip vves oke with
contro led a camera crane with 5,000 pounds of lead to counterbalance a 60'foot arm To prepare

for this armmarnval ihe production may have to pave roads and prepare su[pport servrces such
as restrooms, holdin areas meet other special needs that various departments may have, get (he

props ready, and prepalc for craft <rvices to offer catering and luish collection

* Sustaf)eabrh%m ihe Motion Picture Imluury, a icpnri k<the Initiate, 1Waite Management Board, UCLa,
Novem
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If an oil company brought 35 workers to Uremote site for a project, there would he a bus. Dozens
of trucks. Generators. Most often, several ligh! plants, All of these activities require hundreds, if
not thousands, of gallons of fuel transported to and stored at remote sites. Dealing with fuel and
fuel-burning equipment poses many varied risks to the environment. Hoses break, lubricants
leak. Collisions sometimes occur, nnd vehicles go off the road. Tanks leak. Valves leak. Paris
can crack. Floods, earthquakes, and storms shake things up. All of these contribute to the
likelihood of an incident. We as a Stale require the 0. companies to develop often very detailed
safety and environmental plans. Often a team of State inspectors will arrive at ajob site to make
sure the drip pans are in place and there are no vehicles being refueled in the annual tlooriplain of
the salmon stream. Where is the HSE plan for the film crew? Where is the funding for State

permiticrs to monitor film industry practices on public lands?

Let's remember though, there is no lequiremenl in the bill 'hat the producer obtain and comply
with permits to get the credit. So, Big Production LLC could show up with an entourage at Clam
Gulch and begin mobilizing to set up for a beach scene in front of the beautiful MI. Redoubt,
During transport down the steep access road lo ihe beach, ihe trailer carrying une of six
generators hits a bump and the non-resident driver loses control of ihe vehicle. In the accident,
the fuel lank of the generator is punctured, releasing an estimated 30H gallons of diesel onto the
beach. It begins flowing down toward the water quickly. It actually takes several hours for the
producer lo leam about CISPRI, but there is already a sheer, flowing by in the current. And it's
two weeks from a prime clamming tide, and the clams arc all growing..So in the end. Big
Production LLC spent S2.4 million while they were in Alaska that time. They spent 5450,000 on
the spill clean-up alone. And although the Stale may have been able to prosecute them for
attempting to film without the permit, under Sec 44 33 235(0 of this bill, the State would still
have to pay them as much as 44% lor the privilege. They polluted a Legislatively Designated
Critical Habitat Area which many Alaskans depend on for harvest. And what did the people get?

Some aromatic hydrocarbons in their food.

Subsidizin% the industry to shoot on public lands may deliver a short-term
boost at tho expense of long-term prudent management of public (and,

requiring catch-up funding later,

The long term consequences of giving industry a free ride on public land can come back to haunt
lawmakers later. In 1999 Congres., debated a resolutionIl (HR 154) to repeal a 1948 prohibition
on charging fees for film industry use ci public land after a coalition of environmental, industry,

and government players agreed that the taxpayers should no longer foot the bill for the
externalities associated with filming in National Parks The testimony sheds light on the balance

wc need to strike between promoting economic development and safeguarding the resources
which make that development possible UUl unique public lands From the testimony of Rep Joel

Hefley (CO)

* hug venmnio¥< house covtoommitfeev'fibouicei4iMB4691 OO0 Saiui]) n'IM#
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The bill directs the Secretary to require a payment of fees in an amount determined to
provide a fair return to the government and that said fee shall not he less than the
direct and indirect costs to the government for processing permit applications and for
the use of the land and facilities, including any necessary cleanup and restoration. The
bill further directs the Secretary, as part of this policy, to develop a schedule of rales
for fees based on such factors as (he number of people on site under a permit, the
duration of their stay, surface disturbances and the use of special areas... We all want
to sen filming continue on the public lands; the more people see them, the more will be
stimulated to visit them. Even the film industry admits its only fair that one of the
notion's leading industries and exporters pay a fair price, for the use of these lands. It's
possible revenues from this policy will take care of some maintenance needs on our
public lands. At the same time, we don’t want to see our public lands turned into sound
stages. | think H.R. 154 can accomplish this. | urge your support.

Even more relevant in context of our Constitution, is the statement of Stephen Saunders, Deputy
Assistant Secretary For Wildlife and Parks:12

It is often the unique nature of public lands that attracts filmmakers. In some cases,
public lands may be the only option for a filmmaker whose story is inextricably tied to
something that may only exist on public lands. Wc believe the public has the right to

be compensated for the commercial use of this uniqueness.

1 believe that a home-grown film industry that is reasonable in scope and grows in a well*
planned sustainable way could be a good thing for our public land. However. | don’t sec any
evidence in the record that the effects of this bill on public land have been analyzed. If wc fail to
analyze these impacts before taking this action, we could end up in the future in a situation where
the under funded State Park System has to deul with the maintenance on roads and facilities from

over use by State-subsidized mega-productions.

The major film industry trade association, the Motion Pictutc Association of America, does not
oppose paying reasonable fees for the use of public lands, so we do not need to subsidize them
for this In (he statement of MPAA President and CEO Jack Valenti testifying at the HR 154
hearing, "There's a wonderful world of grand vistas in the publ ¢ lands. Such splendor
imprisoned on Him attracts audiences, which in turn beckon to producers, who are willing to
pay uniform and reasonable fees for that privilege.1" (emphasis added). If the MPAA
president says that producers arc will to pay reasonable fees, why should Alaska go the opposite
direction and give out subsidies lot use of public land? Mr. Valenti also described a pitfall of use
of public land, which would be exaceibatcd in SB 230's case, where Alaska would be paying

movie producers to use parks, rather than the other way around.

Right now, the National Parks Service cannot charge fees for filming. Although the parks
can be reimbursed for costs Of filming (Ranger time, parking, use of campgrounds, et
cetera) these reimbursements don't provide real financial support to the parks. As a result,

o e T e SRR VS
12 0f 20 IS Arnnin

Public itsiimmu_on HO 210
Match 28. 20CH

Hrutr FInnnie Canwiitier



HAR-28-2008 FRI 03:23 PH ANCHORAGE L10 FAX NO. 907 269 0229 P. 13/20

park administrators can become indiflcrcnt to filming, or even hostile because their
efforts to promote movie making in the park don't produce for them any direct return.Il

It is inappropriate to pass this bill without further input from Stale Parks managers and an
analysis of the impacts an other park users. For example, Hatcher Pass is a highly desirable
filming lucation (many State permits have been issued for film activities ihce), but it is also a
highly desirable blueberry picking location. Mow will filming protect blueberry users?

The film industry has a reputation for wasteful spending and the State

should not subsidize waste.

Researching industry trade publications, there are endless anecdotes about waste and excesses in
the film industry. These include a 5105,000 bill for bottle water15 (Alaska's share: S30.000+) and
11,000 tons of steel, concrete and lumber from a broken down set which would have

represented 10% of Alameda’s annual waste generationls Are ~ : municipal landfills prepared

to handle waste generated by the sudden increase in activity? Is it appropriate for the State to pay
for the dump fees from wasteful purchases and disposable construction? Under SB 230. those are
qualified expenditures. What about other environmentally-qucstionablc expenditures, such as
chemicals to artificially age film wardrobe items, and the subsequent hazardous waste disposal?

SB 230 should be amended to exclude subsidies for expenses which result
from failure to comply to with federal, local, and State laws, regulations,

permits, or lease agreements for use of publ|c land.

The Petroleum Profits Tax, ACES, excluded tax deductions for expenses which resulted from
failure to comply with State regulations and laws, and the public wanted to ensure that BP would
not be able to deduct the cost of the Prudhoe Bay spill clean-up. | submitted public comments on
ACES and requested the lull be amended to also disallow expenditures for failure to comply with
permits and leases on State land. SB 230 should exclude subsidies for these expenses as well. It
is unreasonable and unjust for the State to subsidize these costs. However, the short-sighted
language in Sec. 44.33.235(0 would prevent the State from recouping subsidies paid to even the
most extreme bad actors. If the producers ignored permit conditions entirely or worse, willfully
violated State laws which protect the public and the environment, why is it appropriate to still

pay the subsidyO

"The law ;ml% artl)%m g%(é]t ov%r3|al Ia{éaﬁsmsgrk C%er\nce began issuing regulations tht
stor?/ 23 n{

W as bur
3\7\/0amco .
aa7 ne WWOmen-in-

othl
film.co I Al
m N rvrunx?—“i %ﬁiﬁ\%ﬁ -E Qm tnlvmactuaj levele throu n%n
uvent reve ed nicrin the lanarifl " Bul smce the|e eno nvwonmen con erat n
| || ucersvw et eextras Io comm efforts le éﬂg
av mco I gg[n our t5| atlons

etorecelve frans fux cr ? Ir roL?e n xteen econom|c stlmu at|o

13§20 B Ameren

Fhlit leiti SB 230
nhllit leitimony on Match 28 2008

/lon,re Finance Committee



HAR-28-2008 FRI 03:23 PH ANCHORAGE LIO FAX NO. 907 269 0229 P. 14/20

Major productions negatively impact air quality.

The dicscl-fired generators and vehicle emissions from filming activities will impact air quality.
A two-year study from UCLA released in November 2006 pointed to the television and film
industry as a top polluter in five counties of California, beating out four out of five industries
compared Only petroleum refineries put out more emissions than the film industry. The film
industry’s impacts on the environment cannot be assumed to be trivial if this bill stimulates the

economy as much as is suggested. The UCLA study concluded,

..our overall impression is that, with a few notable and inspiring exceptions,
environmental considerations are not high on the agenda in the film and television
industry, and that more could be done within the industry to foster environmentally

friendly approaches.

And for the reason the industry is not "greening" up as quickly as some others, the professors say
progress is hampered by "the degree to which work is controlled by short-lived cvcr-changing
production companies rather than by iong-lived firms in stable supply chains, making it difficult

to institutionalize best practices."

The dramatic increase in film activity from the subsid)é will increase
Xree_nhouse_ gas omissions, counteracting efforts by the Palln
dministration and Legislature to be proactive on climate change.

Governor Palin has set up a subcabinei on climate change. The Legislature created the Climate
Change Commission. The House has passed a Renewable Energy Fund. So you have all stated
publicly that you ' arc about this issue, and that you recognize renewable energy development is
a good direction for Alaska’s economy. That being said, is it in our interest to allow the same
subsidy amount for a diesel-fired mega-production as a wind- or solar-fired set? Should carbon
offsets be allowable expenditures for the credit? Should renewable energy be encouraged at
remote productions on public land to minimize diesel use (and therefore environmental risk)?
Should fossil fuel expenditures be excluded from the subsidy bill to encourage better practices?
Since the producers will be importing all of their equipment because Alaska lacks key
infrastructure, we want to either have the producers bnng renewable energy to remote sites with
them, or contract with Alaska-based business to build renewable energy infrastructure in Alaska.

A small business could be formed to build wind turbines and solar panels specifically for the film
industry. However, Stale subsidy would not be available directly to this wind energy
entrepreneur in the cun-ent bill Only producers are eligible, not local entrepreneurs trying io
build infrastructure. The local entrepreneur will only benefit indirectly from the credit, if at all, if
Big Production LLC chooses lo contract with them And with the subsidy bill silent on carbon
emissions, there would be no incentive for the producer to make the green, and locally

stimulating, choice.
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There should be a DNR fiscal note to analyze the impacts of permitting film

projects on State land.

One could argue that the permitting process will hold the producers accountable for meeting
environmental standards contained as permit stipulations. If that is truly the case, then there
should be a DNR fiscal note to show that additional permitting staff time will be required as a
result of this bill. If the bill works as intended, DNR will be flooded with applications for filming
on and across State land. Without additional permitting funding for DNR, who is to ensure that
producers apply for permits'? Will anyone inspect operations in sensitive areas? Will spill
prevention and response plans be required at sites where diesel is transported, stored, and used?
Will film crews be required lo keep spill response kits on site to contain diesel spills?

At current staffing levels. 1 have heard many times that DNR permitters are overwhelmed by
backlogs. They don’t have time to conduct site visits or independently verify information sent in
permit applications. This bill will increase the burden on our permitters. Further, if the permitting
backlog gets too bad. it could result in permitting delays, which could negatively impact industry

projects.

The fiscal note should address both general State land needs through DNR regional permitting
offices, and impacts on State Parks. Impacts on Subsistence and personal use of fish, game, and
berries should be addressed

Public tctnmony on /i 2S0 ISof20 b Arnaen
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SB 230 does not contain adequate provisions to prevent corruption,
favoritism, or misuse.

The Louisiana “success story” is tainted by corruption which has tunneled
public money Into questionable projects as a result of kick-backs to Film

Commission officials.
The bill's supporters have been proudly telling you about Louisiana, but too much cosiness
between the film office there and private producers has resulted in allegations of bribes,
kickbacks, and a full-blown FBI corruption investigation"*. On August 17, 2007, a former
Louisiana Film Office official was charged by federal prosecutors for taking over 565,000 in
kick-backs through inflating credits. Mark Smith was charged with accepting cash in envelopes
from a movie producer through a third partyl@ And apparently that is not the end ol Louisiana’s
corruption problems in the film office. U.S. Attorney Jim Letten stated at a news conference,
“This case is not over. Wc anticipate seeking more charges in the future.” This story, excerpted
from a Louisiana Newspaper, is hauntingly familiar to Alaskans:
According to (he charges, the movie company on four occasions in 2904 issued checks ranging
from $20,000 to $35,000 to an attorney, whom sources identify as Bradley. Each lime, according
to the documents, the attorney cashed the checks and subsequently gave Smith envelopes of

money, ranging in amounts from $12,500 to $20,000.

"Smith allegedly approved fraudulently inflated film budgets submitted by a film production
company in order for the film company to receive state tax credits in return," Letten said. "It is
alleged that Smuh accepted ca:h bribes totaling over $65,000. A businessman, who is not
identified at tins time, wrote corporate checks lo a third party who cashed the chocks and passed

the bribe payments on to Smith."

Alaska's film industry, when influenced by oul-of-siatc attorneys, producers, and consultants, is
not immune from this sort of arrangement. The crafting of this bill is an example of the
favoritism wc can expect from a future film office if more safeguards aren’t incorporated into the

bill.

Worse, because of the completely inappropriate language in Sec. 44.33.235(f), if the State
uncovers corruption or fraud, it will have no right lo recoup monies enoneously paid to
producers. For example. AFG selects a film director who owns Production Services LLC. Big
Production LLC applies for u subsidy through this legislation, and tells the Film Office Director
that he will pay her company for consulting services two years later. A low-Icvcl State employee
uncovers the scam some time later, but the State cannot recoup the cash paid out on behalf of Big
Production LLC because this bill removes the right to correct for ftaud We would NOT tolerate

this son of provision in an oil tax bill.
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Sec. 44.33.231(d) should be amended so that the State can consider the
most qualified applicant for the Film Officer Director.

AFG representatives want to choose the director of the Film Commission as layed out in See.
44.33.231(d). | implore you to change the “shall” to “may” this section, to allow AFG to
forward names, but not require that the Commissioner “shall" appoint from these names. |
question the appropriateness of AFG as an entity to submit tltcse names. A list of AFG
membership shows that well over 90% of the membership is based in the Anchorage and Mat-
Su areas. The AFG does not have a statewide reach, as the film and video industries in other
parts of the State appear to be under-represented20. Further. AFG is a very small organization,
with no staff and a budget so small, that tlicy are not required to file 990 forms like oilier non-
p.ofits2l These attributes make AFG an inappropriate entity to be making a recommendation
that the Commissioner “shall” consider as stated in See. 44.33.231(d). While there arc
precedents fur trade associations making recommendations for appointments (such as the
Alaska Bar Association), these arc large trade associations with healthy budgets, full-time staff,

adequate governance and bylaws and statewide reach.

Senator Elton questioned this on February 28, 2008 in the Senate Finance Committee. Darwin
Peterson, presenting a committee substitute which inserted the language about AFG selecting
the director, argued “it is important for the position have an understanding of the film industry
and the ability to establish and maintain a relationship with die private sector.2' We all agree
this is important, and in a regular recruitment process where the most qualified candidate were
selected, the Film Office Director would certainly have* to have those skills and relationships in
order to be the most qualified candidate. Hiring from die very small special interest group’s
recommendations does not necessarily ensure that the State’s interests are protected in the
same way that a recruitment process can. while still ensuring the qualified candidate meets the
needs for industry knowledge and partnering. While it appears the conceptual amendment
passed on February 28 softens the AFG's influence on the hiring decision, the word “shall" is
still included and is too prescriptive. "May” is more appropriate. 1 would actually suggest
removing this line entirely, since the AFG can always send a letter to the Commissioner with

suggestions about anything.

The position of Film Office Director has too much discretion to be taken
lightly. There appears to be no Independent oversight of this discretion.

The director of the Film Office will be responsible for many discretionary decisions such as the
level of subsidy to provide, ehoosmg which films contain inappropriate content by interpreting
the U.S. Code referenced m Sec. 44.33.233(b)(5)- "a production that is determined by the film
office to contain sexually explicit conduct.. " - is it appropriate for the Film Office to interpret
the federal law? Could the AFG-appoimcd Film Director use this as a tool to exclude or include
productions in their own self-interest or the interest of industry friends? The Director will also be

5 mem%%h tagddl\é\%/éy a?%%ne M aml note that *ell o \er 3061 ol the membership have
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choosing how much justification lo require from subsidy applicants, and making decisions on
which businesses will receive Film Office contracts for marketing, and the Director will choose
which private sector entities the office will “cooperate” with. Why does this person choose the
CPA in See. 44.33.735(d)? There arc other duties in See. 44.33.231(a) as well. In order to assure
that the program is managed prudently, the most qualified applicant should be selected through a
competitive recruitment. While the AFG may be able to forward names who have the appropriate
experience in the film community, it is not clear whether these individuals will be qualified to
prudently manage a State program which will be dolling out millions of dollars in subsidies.
Therefore, individuals recommended by the AFG should be forwarded a link to WorkPlacc.
Alaska where they can nppiy for a State job just like everyone else who wants one

If the wrong director is chosen, fraud could go undetected. Or worse, kick-backs and other
corrupt behavior could occur as has happened in Louisiana. In a small, isolated office such as
this, it may take years for this behavior to be detected, and at (Jial puint, it will be too late

because the awful language in Sec. 44.33.235(f).

This cozincss between the State’s cash register and the industry makes me uncomfortable and
should raise the eyebrows of anyone with auditing experience. There is no independent oversight
of the Film Commission’s determinations in the discretionary areas, such as which expenses

meet the subjective criteria in Sec. 44.33.236(a)(17),

Film Office Budget not adequate funded and staffed to properly evaluate
qualified expenditures.

Louisiana also experienced surprise when they discovered that music festivals had been paid
subsidies under the tax credit when the indicted Film Commission Officer Smith allowed credits
on the entire festivals' expenses simply because a DVD was being made of the concerts. Plans
for construction credits included golf courses and luxury hotels as part of soundsiage
construction, presumably to house Hollywood bigwigs. Due to poor record-keeping by the Film
Commission, it's unclear how much was erroneously paid. Alaska could be subject to the same
pitfalls if we don’t beef up our film office with Revenue Audilors as was done for the Petroleum

Profits Tax.

It's okay to say no.

Increasing die overall economic impact of the film industry in Alaska can be a good thing if done
responsibly. You have been presented with only one option: a government subsidy. | implore you
to tabic this bill for a year and see if sponsors can come up with other options. There are many
other economic models out there to stimulate locally-owned and import substituting economic

activity without the problems associated with a full-on subsidy.
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Colorado was able to say no this year.

The Colorado House Finance Committee killed a nearly identical hill earlier this spring, HB
1355. Representative Kent Lambert stated the following, after remarking that the government
shouldn't be in the film business, “We always lace a decision of whether we should or should noi
pick winners and losers." The House Finance Committee there recognized that the Colorado
economy as a whole, including the film industry, would be better stimulated by keeping taxes
low and encouraging infrastructure and workforce development without the government picking
and choosing which specific sectors of the economy should benefit.

The Governor of Indiana said no this year.
Tiling ihe excessive burden on (axpayers, he vetoed a subsidy bill there on February 18, 2008,
Unfortunately for the taxpayers, the liberal Legislature overrode his veto, at a loss of $18-30

million in state revenue. 3

There are opportunity costs associated with this subsidy.

| am the mother of a 4 year old. You can bet that 1believe this money is better spent on more
pressing public goods. | have lived in Alaska all of my life and watched the public education
system slide. Money spent on lavish salaries nf out-of-state executives is not money spent on
potholes, diabetes, pre-school, Fire Island, trail court judges, foster kids, or any number of other
tilings wc all find important. The biggest opportunity lost is the opportunity to lake these funds
and invest them directly in local initiatives to increase infrastructure and workforce in the film
industry. That is why il is not the right time to pass this bill; first the Legislature should consider
other avenues for achieving the outcomes desired in this bill. We could get a lot more "bang" for
our economic development "buck” if we considered our options more carefully.

Alaska does not need to become defensively involved In the State film

subsidy wars.

This bill was presented defensively: we have to get in on this before it slips away completely!
There is a bidding war ongoing between and among states, and in bidding wars involving
government subsidies, everyone loses. Just because they are spending taxpayer money in a
specific way to benefit a specific industry in another state, Ihat docs NOT mean we have to do it
too3* Winning the subsidy war will only be a win for producers. All of the slates lose, and the
public loses too. That is why there is a groundswdl in British Columbia to loll back lavish
subsidies. We can learn from mistakes of other governments. If we wait it out and see how the
bidding war shakes down, while building our workforce and infrastructure in the interim, we can
build sustainable economy without growing government unnecessarily or introducing subsidies

which could become intractable entitlements later.
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PATH FORWARD
Wec all agree this is A reasonable* goal, so lei’'s study it. Rail'ur than accepttheonlyproposal i’

was offered, let's decide, what do we want? Then let’s figure out how to getthere. Wcdon't
need to accept what the L.A. film industry wants from the get go. 1know everyone yawns at the
idea of task forces, but Idaho’s did a really good job on this matter, coming up with the following

list of state goals2s

To research, draft and agree upon policy recommendations and legislation that will foster
and encourage the growth ofthc Film and Media Arts Industry in Idaho and that will he
presented to the Governor and the 2006 Idaho Legislature in order to:

a. Create sustainable film and media industry jobs in Idaho

b. Encourage people, especially young people, to stay in Idaho to pursue jobs

c. Keep income in Idaho and generate new income
d. Expand revenues in Idaho to both the private and the public sectors

c. Generate additional film and tourism interest in Idaho
f. Put Idaho on a level playing field for business development in the media industry

Other economic development models may be more appropriate than a full-
on subsidy, and these should be explored.

Other more sustainable models, which focus on keeping the wealth in the community, rather that
just generating massive activity, may be more appropriate for Alaska, 1encourage you to explore
these alternative models before concluding that the bill in front of you is a good ideaZs For
example, many other locales are finding success at encouraging entrepreneurs to build
infrastructure and take on jobs traditionally performed by non-residents. They are finding that
when small business builds from within, it can grow and spill outside the borders of the
community, benefiting everyone from the inside out, rather than the outside in.

The goal is good, but you have evaluated no other tool, and other tools could be cheaper, more
effective, and have fewer negative side effects. It won’t hurt to wait a year loo As Louisiana’s
experience goes, these subsidies can run into trouble. Let’s let the other states who hove done
this experience the corruption and other problems, and pass a bill once those problems have been
solved. We can learn from their mistakes. It is not all-or-nothing. Saying no to this bill is not the
end of the world for the film industry. The AFG itself, as a trade association, can take a break
from subsidy seeking and develop local initiatives to build infrastructure and train workers first.
Alaska’s wild places won't go away in the meantime. They will still be here. The value of the
dollar might continue to fall, which will have a greater affect on mega-business investment

decisions than this hill ever could

J; Idah? Film B Ueal F|Im Ind Fa{ ﬁeport to Director Roger B. Macsen, November 22, 2006
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staff. Lin strom Chief Execut|ve |cer of AFCI. notes that he s not aware of an%source
that comgh%s and publishes tpe budgets o[ab| stat f|Imcomm|33|on32He believes that dt\
the able—a be|t In agqregate form. We contacted the

survey | most comprehensive aval
Nat|onal Conference off te Le Islators, as well as conductm? an. Internet search, and_could not

locate com Jehenfw flmcom |ss on buggetary Infor ation In dlisa gregated form. Therefore,
We conducted a telephone surveyo a numoe rofstato 1im commissio

Table 1conta|n the Information we gathered from %ur %enes Please note that the budget
figures |nt IS taple are estimates given to us by staff from each stato.  Among the statesvvo

survege exce tlnqAaska Kansas has the smaIIest estimated annual f|Im co m|55|on bu g]et
his 15 roughly threo times more than Alaska’s film pro ram bu %e\honta n

Texas an Now Mexico oftices estimated their state’s film budget at aro nd $1.2

* Film commission# trom 34 stales or countries partldpnlod In tha survey. Sixty four percent ortho respondents were
from tha Unitod Stales,

' Dill Lindstrom can bo roachorl at (307) 637-4422.

1According to Carol Pirte, Deputy Director ol tix* Texas Film Commission, noarly half a million of tha Toxas budget Li
airmuhcod fora oow training program Ms. Pirlo cnn bo mnchod at (512) 637-4472.
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Table I: Film Commission Information from Selected States, 2008

_ Estimated
Stato Contact Person Agoncy Location '(\)'Fg”tg?fr éﬂggglt

Courtney Murphy, Liaison -

\jt\lqbama)* Seua%/st Albba . De Le%gcﬁ%%'{”'c Afull ime - $253,000:
Comm|33|on (334) 3530221 p

~Caryl McConkle, Tourist Program Dea%dog(%%rgmﬁrce 14 time ‘%000

=T*

maska 7, Manager, (907 465-547 Development position
™ Tom Wheeler Mana er lowa Film De% of Economic 11l time )
n e Office, (515) 242-4726 evelopment b

0 "G R o oComee 1 SRS

<¥0Ntoga* Cooch(i) Rgté\rnsl?/ltgrgtuexlnaLgclﬁtll%nﬁ ce, Dept of C Afull ti
| | | ept of Commerce 4 full time
800) 553-4563 P %g}]%

i 2l 0

_ JenmferSchwaIenber Depu
o » Director, ew exu:o Fgfmdp |c% Dept of ECO”O'{”'C tlme and $1"200000
- g 2 Development — contract * '
ot Aarcp et F[l)”egf?r o tofC silive ST00000
arolina’ Film Offic, ept of Commerce ime |
i 661 4682773 d P00 _

160!
Shmahng Senior Pro Vject uIItlme
Oregow Manager( Orefgon |mand deo, Governor's Office Rqart %0,900

Carol Plrie, Deput DwectorToxas e (ffire 9 Ul tIME,
Toxas Fim (51p)y63 5900 Governor's Office 3 £y $.1,200000

\ Joe Bookin, Executive Director, o Lfull time.
Vermont Vermont F|Iré12(é03r161%53|on Dept of Tourism 1,part 0,400

Suz KoIotI Manager, o
V\/%‘s%gtﬁ Wasﬁlm%ton Film l|ce De te\%c EB%%%E”'C 2 ful time $\2i4h 000
West o Pam Haynesls Managerm0 WV Film Dept, of Commerce 3 full ‘e $3

|rg|n . Office
W 0 ? |(\:/r\1/elle owarld M%nager Dept of T 2 full time - $300,000
min oming Film Office ept of Tourism ime
R y(800)9458 6657 P
Notes AII information. I this table was provided by the Individuals listed in contact column
Budget figures are estimates. States were selected to representageogirapmc sampling. Al
states in the tablo. excopt Alaska, provide some level of Incentives for filming in thelr state.
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Unfortunate’lzy there are no historical budget data available for the Alaska Film Program (formerly
the Alaska Film Office) aside from the figures for the last few fiscal years. Table 2 enumerates
film program expenditures from fiscal year 2005 through fiscal year 2008.  Caryl McConkle,
tourist program manager In the Office of Economic™ Development (DCED), oversees film
development activities/" Ms. McConkle exRIalned that for many years the Film ffice was located
within the Division of Tourism. Because there were not separate line items for the Film Office In
the Division's budget, the funding history cannot be tracked. Phil Bennett, DCED’s fiscal
manager who has been with the Department since the mid-1980s, confirmed that the Film

Office’s historical budgetary data are not available.5

Table 2: Alaska Film Program Expenditures, Fiscal
Years 2005-2008

Program
Components FYO05 FYO06 FYO7 FYO8
Staff Salaryoo $23,000 $12,600 $25000 $25,000

T raining $0 $800 $800 $800
T ravel $1,500  $3,000  $3,000  $3,000
Trade Show $1,000 $2,000 $2500  $2,500
Memberships $500 $500 $500 $750
Supplies $0 $500 $500 $500
Printing $0 $0 $500 $500
Equipment $0 $750 $0 $0
Total $26,000 $20,150 $32,800 $33,050

NOTES: Expendlluroo aro ostimalog.
(@) Twenty-fPe porcent of ono full lima position Is dedicated to tho Alaska
FilmProgram Salaries Include bonofHs. In FY 06, the staff position was filed

for only six months of the year.
SOURCE: Caryl McKonkia, tourism program manager, Ofl'co of Economic
Development, Alaska Department of Commerce, Community, and Economic

Development, (907) 165-5478.

| hope you find this Information to bo useful. Please do not hesitate to contact us If you have
questions or need additional Information.

*Caryl McConkle can be reached at (907) 465-5478.
*Phil Rennett Is currently out of tho office but can bo roachod In February 2008 at (907) 465 5445.
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Legislative Research Report

December 21,2007 Report Number 08.077

Alaska Film O ffice

Prepared tor Senator Johnny Ellis

By Theresa Svancara,Legislative Analyst

You asked for a history of the Alaska Film Office. Specifically, you wished to know about the
statutes authorizing the Film Office and a history of the program’s budgets.

In Fiscal Year 1982, Alaska lawmakers appropriated S115,000 to the Division of Tourism, in the
Alaska Department of Commerce and Economic Development (DCED), to provide fim
development services in Alaska.” At the time, the program was called Alaska Motion Pictures
and T.V. Services and was created to promote interest in Alaska through feature films, television
programs, and commercials.. Some of tho initial efforts by tho Department to attract Ine film
Industry included offering familiarization tours and financial assistance for visiting location scouts,
articipation in trade shows, advertising, and the d_evelo?ment of a production manual for
ilmmakers that described Alaska and the services available to filmmakers hero. In designing tho
pron”m, Don Dickcy. the diroctor of tho Division of Tourism at the time, decided that tho service
coi ld b » provided with existing division staff. ]n|t|a|7ly, twenty-five percent of one full-timo staff
position ~  dedicated to film development activities.

From its inception until 1999, the film development program remained in tho Division of Tourism :
During this time tho prog_ram was referred to as tho Alaska Film Offico or simp.y Iho Film Office.
In the mid 1990's, tho Film Office had an average of Ihroo staff and an annual ollocat on from

" Thu program v.as no! authorized by a tpocrtc ttututu, but turner crootod by a logniativn appropnoton In 2C04.
Alaska lawrrakors combined tho Dopartmonts of Ccmninfce antifceonorrtc Oovcoprvjot and Community and
Affairs to farm tho Department ol Commerce. Community, and Cronor e Oe.oispmor.t tDCCF o)

1Tl information 24bom .i 1503 l«- jn»laliv« Roteorcii Services raped that analyzed U« foait. l.tyolnfm
commission in Ati&ko We provdu a copy ofthis reportas Atiacfimcct A

" Aaord nrjto Phil Bonnotl. who hniwc/kod wth thu DCtD tmco 10H5. during tho UMiOs and 1003 v, Mm
davolopment acti\ i o» woto included in Iho tourism rnorkotmg program and performed by tho Civilian of Tourism staff
Ms. Bernutt roportod that in 1053, whon Alaska lawmaker* assignor! tho loutim mnrhoting function to a bade
aiS0COoti0e. (no fund on of tho Tim Office remained by defaul mlho DCf3 Ms llepreft wha is cuirontty Hit 0CCfD
ficol marngor. can bo readied At (00'/)4fiS S44*S

MT-46S-mi Alaska Legislature S tilt CjfrxJ

0O rits-IMO (fa-) Loglslatlvo Rosonrch Sarvicos Jufnu AK 9i it
w3 leg.t stole tk cid.iahd sea/c/V™* i*vch p/rp



tourism marketin% funds ranging from $400,000 to $730,000. In 1999, Alaska lawmakers
transferred many tourism marketing functions Irom the Division of Tourism to a trade association.
The Film Office” was also moved out of the Division of Tourism; however, it remained in the
DCED. Since 1999, Ihe services performed by the Film Office_have been shifted among several
divisions In the Department, including the commissioner's office, the Division of Intérnational
Trade, ihe Division of Trade and Development, and currently the Office of Economic
DeveIoPment. Decreased funding resulted In scaled-down film development services, replacing
efforts to generate business with the film industry with efforts to simply respond to inquiries.

Currently, Caryl McConkie, tourism program manager in the Office of Economic Development,
DCCED, oversees fim deveIoEment activitiesi She reports that around 2004, the Department
began referring to the Alaska Film Office as the Alaska Film Program to reflect the reduction in
services provided. Ms. McConkie said that she currently spends about 25 percent of her time on
film development activities. Her efforts include responding to inquiries from tho film industry,
referring film industry representatives to Alaskan film production. support service companies,
8art|0|pat]ng in one trade show each year, maintaining a membership with the Association of Film
ommissioners International, and participating in the required training that the association offers,
The Office of Economic Development also maintains a website for tho Alaska Film Program that
assists the film industry by providing permitting requirements for filming in Alaska, “available
Alaskan production and support services, and useful links to internet sites.5 Ms. McConkie
reported that the estimated amount of tourism marketing funds allocated for the Alaska Film
Program has ranged from 520.00G to $33,000 between FY 2005 and FY 2008. Table 1 shows
the expenditures reported by categories such as_staff, travel, trade shows, and memberships for
the past four years.  Ms. McConkie provided a history ot the Alaska Film Olfice/Program that we
include as Attachment B.

In addition, you ma%/ be interested ina 2005 Legislative Research Report entitled, "Tax Incentives
for the Film Industry," which we include as Attachment C. This report doscribes incentives
offered to tho film Indlustry by stater. In the United States. Also included Is a derailed description
of a tax credit offered in Ontario, Canada.*

*Ciry, MoConkx?. tountm - f.vjram maoicr’ w.'h tro Ofirit i.l fccnomic Davuliprrant. OCCEO r.in |.o HMChodat
(oof><S5-si;a

“Titi Abwki L Program wot»Ui EXU bo viinaed nt vvvdmrf -tofuat, ui'<:~i7liivinvnu cM
Lkottitvftn V.UoinM, *u liicienliviik — I'mfilm InJuHiy.* lugiil.itiv* Rftt>,iirch Sorviro* Juno ?/. 20C5
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Table 1: Alaska Film Program Expenditures, Fiscal

Years 2005-2008

Program

Comr?onents FY 05
Staff Salary*3 $ 23,000
Training $0
Travel $1,500
Trade Show S1.000
Memberships $500
Supplies @)
Printing o)
Equipment $0
Total $26,000

NOTES: Expenditures are estimates.

FY 08

$25,000
$800
$3,000
$2,500
$750
$500
$500

m $0
$33,050

(@ Twenty-fNc percent of one full tine position is dedicatee) to tbe Alaska
FitmFtogram Salaries include benefits. InFY 06, tho staff position was filed

for only six months of tie year

SOURCE: Caryl MeKonkie, tourismprogram manager, Cflice of Economic
Devebpment, Alaska Depaitrront of Commerce, Comminny, and Economic

Developrrent, (907) 465-5478.

| hope you find fhis information to bo useful. Please cto not hesitate to contact us if you have
questions or need additional Information.
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Lights, Camera, Alaska

by Bill McAllister
Tuesday, Feb. 5, 2008

JUNEAU, Alaska -- The recent hit film “Into the Wild" Is one of few
IT%O%/IGS In which Alaska scenes actually were shot here In the
state.

Now some lawmakers want to guarantee that the state has
sequels to that success.

The recent it NM'into the WIld" ISone Senate Labor and Commerce Committee Chairman Johnny Ellis
actualize” sh\{Tere’n'theVtat*” sar}/]s fax Incentives can d{aw more filmmakers to Alaska and have
(Courtesy Paramount) a major Impact In diversitying the economy.
Supporters of Ellis* hill say that no place can play Alaska like
Alaska.
“Into the Wild," a Sean Penn epic based on the true story of

Christopher McCandless, was authentic In Its Alaska settings and
gave an economic shot n the arm to Cantwell and the Denali

orough.
"The%/ left $4 million of ground spend in that small community.  If
yhou PaIII< ao petl)ple that vxorkeﬂ onI that prOJe%t, pagtlcularly during
Dob Crockett, e Per tim they shot was a huge Impact eir
Film Group (D?.”..Eﬁt‘?ﬁ'ﬁfﬁf’.*ﬁT}i‘.{:T.Y?...éottom ﬂne(,)'f salc? Bob Cro&ett, a[board memBgr o?] e Afg Ftnm
roup.
But "Into the Wild" Is not typical. Hollywood has yet to really sink
Its teeth In here.

In another recent hit, the vampire film *30 Days of Night," New
Zealand Is a stand-in for Barrow.

And even when the film has Alaska in the title, it probably was
shot elsewhere, In this case British Columbia.

#Vad®. T “ rCanadian neighbors to the south often are stand-ins for
court«y Columbia AlOSka backdrops for film and production. R'Pht now, there Is a

itend-m for Barro*.
t PKlU|{*<): P_roduction that Is set In the town of Sitka, Alaska, that's be_ingD
ilmed In Massachusetts," said Ellis, D-Anchorage. "There will e

some photography In Sitka but most of the JobS and economic
impact wi'l be the state of Massachusetts."

Ellis’ bill would reestablish tne Alaska Film Office and provide
various tax credits to filn and television producers, Including 25
percent of expenditure credits against the corporate income tax.

The senator says Alaska is Just one of five states that isn't
offering breaksto the film industry.

S o e Aty ™ (" "There's so much conversation about diversifying the economy.
and not just relying on energy revenues to the state, and this is

real money that can be spent here rather than n Vancouver, British Columbia," Ellis said.
Crockett said it comes down to Jobs and infrastructure for the state, too.

IHil
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"It creates an Impact for visitors, tourism. There's Just a lot of upsides to the hill," he said.

After years of being an understudy to other locations posing as Alaska, the state might finally be
readyfor its close-Up.

"Into the Wild" Isn’t the only film that used real Alaska locations. So did "Umbo," shot In Juneau a
decade ago, and "White Fang," shot In Haines several years hefore that.

There's also Steven Seagal's "On Deadly Ground."

But more common |s the Al Pacino, Hillary Swank and Robin Williams film "Insomnia," set entirely
In Alaska but filmed Just across the bordér In British Columbia.

Contact Bill McAlilstcr at brncallistcr@ktuu. coin
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N ational Public Radio
Day to Day
November 13, 2007

A.'askans Irked by Misrepresentation on Screen

ALEX CHADWICK, host:
Here's one thing Hollywood producers can agree on. They love Alaska - spectacular landscape, abundant

wildlife, tire pioneer mystique. This is a great place to base a film, but often in name only. Actually,
most of the movies and TV shows about Alaska are shot somewhere cheaper and wanner.
Now there is word that for a new Disney film starring Sandra Bullock - to be set in the quaint town of

Sitka - the role of Alaska will be played by Massachusetts.

Elizabeth Arnold reports fh m Alaska.

ELIZABETH ARNOLD: The old adage location, location, location isjust that - old. It's now all about
incentives, incentives, incentives. And Alaska, it seems, is one of the last states to realize this. It’s been a

painful realization.

Take the Kevin Costner film "The Guardian," for example.

(Soundbite of movie, "The Guardian")
Unidentified Man HI: One hundred miles off the Alaskan coast, six members of a Coast Guard search

and rescue team embarked on a mission.

ARNOLD: The movie grossed $54 million. It was filmed in Shreveport, Louisiana because the state
offered the film company a rebate.

Deborah Schildt of the Alaska Film Group.
Ms. DEBORAH SCHILDT (Alaska Filin Group): What's really pathetic is when you realize that it

reached the point that Slircveport, Louisiana can double for Alaska.

ARNOLD: And that's just one movie Alaska lost out on. There's the Disney movie "Snow Dogs," the Al
Pacino thriller "Insomnia"; even amovie called "Alaska," all filmed somewhere else. Last Friday, the
film group gathered some concerned Alaskans, politicians, chambers of commerce people, filmmakers
and others, to hear why the state with so much to offer is losing out.

Consultant Dama Chaslc, formerly with 20th Century Fox, says it takes more than natural beauty to lure
Hollywood. She told die group Alaska is one of the few states that doesn't offer some kind ofrebate, tax

credit, no interest loan or exemption.

Ms. DAMA CHASLH (Consultant): You're not giving any financial incentives right now. You're one of
the five that are sitting on nowhere land.

ARNOLD: Canada started courting the film business in (he early 1900s, and other countries and stales
began following suit, competing for production companies the way they used to vie for automobile

plants.



Ms. CHASLE: We talked today a little bit about the fact that a vampire movie based in Barrow, Alaska
was filmed in New Zealand, which has a 15 percent rebate.

(Soundbite of movie, "30 Days of Night")

ARNOLD: And it's notjust movies they're trying to lure; television series can be even more lucrative.
(Soundbite of "Northern Exposure” theme music)

ARNOLD: Alaskans were mildly perturbed that the television hit series "Northern Exposure™ was
filmed in Roslyn, Washington. That was years ago. Still today, tourists visit Roslyn to walk the streets of
what's supposed to be an Alaskan town. More recently, Alaska missed out yet again on a TV series

supposedly based in Alaska.
(Soundbite of TV series, "Men in Trees")
Unidentified Man 1t2: And now a sneak peak of the season premiere of "Men iu Trees."

Unidentified Man #3: Okay, people, the latest marine weather report still shows the Arctic cyclone
passing well to the west of us, but...

ARNOLD: The new "Northern Exposure,” "Men in Trees," is being shot in Canada. According to
Chasle, the state is missing out on about a million and a halfdollars a week for every episode.

Jeffrey Begun of Axium, a film payroll company in Los Angeles, says if Alaska were to offer some kind
ofrebate and loan program, it could be more than competitive.

Mr. JEFFREY BEGUN (Axium International): Immediately, a number of studios will jump in because
they like tojump with something new and when they're going to get something back on it. Aid the
independents will start coming here. | think thcrc'd be a whole move of people.

ARNOLD: Those attending the meeting hoped to capitalize on the attention the state's received from
Sean Penn's recent movie that was shot in Alaska, "Into the Wild." Penn, however, is unusual in that he
had a huge budget and was committed to authenticity. The film has generated tremendous interest in the

state.

Deborah Schildt with the Alaska Film Group hopes it's a start. She says she's tired of seeing what's

special about Alaska being duplicated someplace else.
Ms. SCHILDT: It's like, hey, but that's our quirkiness that you're cashing in on, that's our uniqueness,

that's our mystique, and why not us? And wc all need to look at that and make steps so that the next
"Men in Trees" should be shot here. Our men in trees, our women in trees, our dogs in trees - it's ours.

ARNOLD: Schildt mid others aim to introduce incentive legislation in the coming months to lure
Hollywood north to the real Alaska.

For NPR News, I'm Elizabeth Arnold in Anchorage.
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‘Into the Wild' likely to inspire Alaska travel, contestentries

FAIRBANKS, Alaska (AP& —The new movie Into tho wild tells lhe story of Christopher McCandless, a ¥oung
adventurer who wandered across tho continent and died in the Alaskan"wilderness in 1992 at tho ago of 24.

Fans of the movie may ho Inspired to visit some of the locales and landscapes featured in the film. You can even enter
a contest to win a tripto Falrbanks,_AIaska,_Part of a Joint promotion between the movie and the Fairbanks Convention
ggd) Visiters Bureau, at htfp://www.intothewild,com/. (Click on "Adventure" for the entry form; the coniest ends Oct.

But tho Fairbanks Daily News-Minor reports that local tourism officials are also concerned about insurin? the safety of
tourists who might come on their own seeking to seo the abandoned bus near Denali National Park in Alaska where
McCandless diod. The remote site Is out of cellphone range, reachable only by hiking the Stampede Trail and fording

the Teklanika River.

The newspaper reported that Fairbanks tourism officials plan to include an article about the book, movie and trail in an
upcoming 2008 visitors guide, but that the article will include a cautionary note about potential dangers.

Alaska is only ono of many places featured in the film, directed by Sean Penn and starring Emile Hlrsch as
McCandless. Scenes from the movie include shots of Hlrsch camping in the Gran Desiorto do Altar, part of Mexico's
Sonoran Desert; taking a tram to California's San Jacinto Peak; visiting a bar In Cartha%o, 5.D.; kayaking Colorado
River rapids, and crossing tho raging Teklanika River. A clickable map at http://www.Intothewild.com c'fers shots from

the film, links, and information about McCandless' odyssey.

Meanwhile, in a press release entitled "Into the Wild' (\z'awnd back again safely)," the Alaska Travel Industry Association
s promoting trip ideas that offer a tasto of adventure "with tho assurance of survival."

The options include staying at one of Denali Park's lodges —Camp Denali, Northfaco Lodge, Denali Backcountry
Lodge or the Kanllshna Roadhouse; a floatplano trip to a boar-viowing site in Katmai National Park; glacier-trekking in
Wrangell-St. Ellas National Park, and visiting Gatos of tho Arctic National Park, which is accessible only by air and

averages fewer than 5,000 visitors a year.

Another option for an unusual Alaska adventure is a new tour from tho Travcoa company, which is offering an
eight-day trip, Fob. 27-March 5, built around tho famod Iditarod Trail Sled Dog Race. Tho trip —$5,995 a porson —
takes an inside look at tho life of a mushor and includes stops at a wildorn jss lodge and a raco checkpoint. Details at

http://www.travcoa.com.

Copyright 2007 Tho Associated Pross. Allilghts rosorvod. This material may not bo published, broadcast, rowritton or
rodistributod.

Find this article at:
hllp://imww.udaloday coirViravfil/news/2007-11"-03-wild-o'askn_N him

saV/&this THVIAL' ruts j doso,

Click to Print |
C Ox :k thn box to incJudn tho list of links roforonr.ud In tho artldo.
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TV show heats up king crab market
'DEADLIEST CATCH": A restaurant chain will credit the Time Bandit.

By MARGARET BAUMAN
Alaska Journal of Commerce

(01/22/08 00:56:47)

Greater domestic retail demand, due in large part to a popular cable television series, has led
to solid markets continuing for wild Alaska red king crab in the early days of 2008.

“If you are a buyer and need king crab right now, | couldn't tell you where to go and get it,”
said Dave Keen, a wholesale crab marketer with the Crab Broker, a major domestic

distributor of high-end seafood.

At this point, with the king crab season all but over in Alaska waters, if you don't have a
business relationship with one trader or another, it's certain that you will not be able to buy

No. 1 red king crab, Keen said.

The snow crab harvest, meanwhile, was under way In enrnest this month, with a number of
processors posting an advance price of $1.58 a pound, compared with about $1.50 a year
ago, said Greg White, a negotiator for the Inter Cooperative Exchange, which represents the
bulk of Bering Sea king and snow crab harvesters.

Since the king crab harvests began in mid-October, vessels have harvested nearly all of the
allowable catch of about 20 miIIionJ)ounds of wild king crab, according to reports compiled
by the state Department of Fish and Game.

The popularity of the domestic red king crab has been so greatly enhanced by the "Deadliest
Catch” cable television series that one major restaurant chain will be adding the name of the

vessel that harvested its entrees to its menu, Keen said.

After representatives of the Oceanaire chain met captains of the crab vessel Time Bandit, the
Crab Broker was able to purchase for the chain crab harvested by the vessel, he said.

Oceanaire, which normally buys on a spot basis, placed a large order this year for frozen as
well as fresh king crab, Keen said, citing the contract as an example of the growing retail

interest in wild Alaska king crab.

"Our business is selling crab throughout the year," he said. "The season starts in
mid-October. Last year we ran out of crab about a month and a half before the start of the
new season. We are thinking that because of demand that we may run out again."

Wholesale prices for the wild Alaska king crab are up about $1 a pound because of the higher
demand.

This year buyers paid $8.95 for crab delivered to the dock iri Seattle, compared with about
$7.65 a pound a year ago, he said. If there had been more competition from Russian king
crab from the Barent Sea, prices would have bheen lower for the Alaska crab.
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With this year's allowable snow crab quota at about 63 million pounds, compared with about
36 million pounds a year ago, White said he expects it to be a good season, despite
diminished capacity In the processing sector.

"It will all get caught, because we got off to an early start," he said.

Snow crab fisheries normally be%in to pick up about Jan. 15, v.nen the snow crab have good
infill, and the fishing continues through May, White said.

Last year only about 17 percent of the harvest went to Japan, but White said he expects
Japanese buyers to take a higher percentage this year.

"Sometimes the Japanese market is stronger; sometimes the U.S. is stronger," he said.

While harvesters are not happy with the current posted advance price, "It's a fair price to go
fishing for," he said.

Even with the anticipated robust harvest, Alaska harvesters and processors are eager to
produce as much as possible before May. The Eastern Canada snow crab fishery, which
produces about 200 million pounds of snow crab, begins in April, and prices become more

competitive as May approaches.
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How Does It Bd?

As the dollar falls; Hollywood falls in

love again with making movies in the

U.S. Butspumed Canada fights back.
ByChanigaV orasarun

L ASTILYMARKCUBAN
and Todd Wagner's 2929
Production! began scout-

ing locations for T he Burning

Plain,* starring Chari ire

Ttwcen. With its overcast

fVjx—not to mention 18%

teemed the perfect backdrop
for the mother-daughter-rda-
tkuuhip drama. Bui one
tnodh eadier Oregon, with iU
dmilarfy rainy backdrop. dcri-
bkd its tax rebole on film
expenditure!—*uch as hotel

filmtax credit—\ancouver rooms and coffee for the
31 pomes JANURYS 2B
iitfront

Nbrembei: " Ihe weak dollar

hat taken Canada out ofthe mix

for the moat part," says Alidad
Upton, a senior vice president at
the Los Angdes firm.

Han years ago Canada
started wooing US. film pro-
ducers with tax incentives and
a favorable exchange rate. That
did the trick: Spending on film
production in Canada gtw
from 1430 million to J1J2 bil-
lion. But now the plotline has
taken a turn, and as,the US.
dollar beads south, so; oo, are

film crews. Ihe weak dollar is
the big fodaz; of course, but
states including Massachusetts,
Utah and Mississippi sweet-
ened deals with beefed-up tax
breaks lasfyeaT

The motion picture asso-
ciation of British Columbia—
the largest film production
center in Canada—estimated
the provinces 2007 revenues
dropped by 23% to$! hillion
from the previous year

Canadians are not going
downwithouta fight In No-

irefIM

aw —to 20% Atthe same
time, the US. dollarwas foiling
fiki tpin* the Canadian dol-
1ar When the loonie surpassed
the greenback for the fir* time
in 30 years in September the

vember British Coksmblai mo-
tion picture association said ha
crews would accept the US. dol-
lar at par for wede on American
productions Ifand when the
Canadian dollar surges ahead of
the greenback The province
also extended its 18%tax
credit—elue to expire this
year—until 2013. More remote
Canadian locales are going to
even greater extremes. In
September Halifax said it wes
increasing its Ux credit to 50%
up from 35% In rural Nova

d«etor otmemm Airtafl*,

movies producers made the
call to filmin Oregon. Afkr
factoring in the exchange rate,
they figured it weuld cost
$200,000 less to shoot there.
HImii” started in Portland in

Scotia the rate jumped to 60%
\Frocouveris Insight Filrrs,
the country’ largest studio un-
affiliated with a big production
company, is even willing to
take a hit. At the US. dollars
low point In September, Chief
Executive Kiri; Shaw locked in
an 88-oents-to-the-Carudian-
dollar rale—a loss of 12 cents
for every dollar spent at that
time. ’Everybody in Holly-
wood is going lo be redoing
the math about where to
shooC-Shawsays. |
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Bill gives filmmakers Incentive to shoot here
HOLLYWQOD'S COLD SHOULDER

By WESLEY LOY
wloy@adn.com

(02/22/08 00:10:02)
JUNEAU -- No place In the world Is more photogenic than Alaska, yet the state Is blowing the scene when It comes to
attracting a film Industry potentially worth millions to the local economy, a state lawmaker says.

That's why Sen. Johnny Ellis, D-Anchorage, Is sponsoring legislation to try to lure movie producers and their dollars - and
halt what he calls an appalling trend of pictures set In Alaska being shot In places like British Columbia and Louisiana.

Senate Bill 230 would grant state corporate Income tax breaks of 30 percent or more against amounts producers spend
within the state making movies. The bill Is scheduled for a 9 a.m. hearing today before the powerful Senate Finance

Committee.
Lots of other states offer such Incentives to get the cameras rolling, and Alaska Is losing out on an opportunity to create
jobs and sales for local vendors, said Ellis, the Senate majority leader.

"If I've heard It once I've heard It a thousand times In this Legislature: What we need to do Is diversify our economy," he

said.

To Ellis and supporters of his bill, It’s ridiculous that movies purportedly set In Alaska such as Kevin Costner’s Coast Guard
rescue drama 'The Guardian" and last year's Arctic vampire thriller "30 Days of Night" were filmed not In Kodiak or Barrow,

where they were set, but mostly In Louisiana and New Zealand.

For filmmakers to shoot more than Just scenery or "establishment" shots In Alaska, the state must match business
Incentives other places offer to the film Industry, bill supporters say.

Alaska Is one of only five states without some sort of an Industry Incentive program despite Its picture-perfect tidewater
glaciers and majestic mountains, Ellis said.

And other states such as Texas and New Mexico have film offices with up to 11 employees and million-dollar budgets, while
Alaska's film office has dwindled to one employee who spends only a quarter of her time fielding questions from the

Industry, according to research Ellis has pulled together.

The tax breaks his bill would offer wouldn't benefit filmmakers directly. That's because producers typically set up limited
liability companies for each project, and these LLCs don’t pay corporate Income tax In Alaska.

So the bill provides that filmmakers could sell their credits to any Alaska firm with a corporate Income tax liability. Here’s
how It would work: Blockbuster LLC receives a $1 million tax credit from the state for Its local costs to build sets, pay actors
and haul cameras to locations. The company sells Its credit for 90 cents on the dollar, netting $900,000.

Lots of other places have figured out that such incentives can effectively attract some of the billions of dollars movie and TV
producers spend annually, Ellis said.
Veteran players In Alaska’s small movle-support Industry endorse the senator's bill. They're sure Itll work to attract movie

spending.
"Wec think this Industry Is Just going to rocket because of this tax Incentive," said Bob Crockett, an Anchorage location scout
who Is part of a trade association called the Alaska Film Group.

He said studio people In Hollywood tell him It's no longer location that draws producers, it's the cost environment.
Alaska has "an allure, a mystique" that appeals to script writers and filmmakers, said Deborah Schildt, who runs an
Anchorage film support company.

"But sad/y, they use that mystique and shoot somewhere else," she said. "We really want Alaska to be on the map. We're
like an uncut gem, you know?"

Not everyone thinks SB 230 deserves an Oscar.

"This Is a film industry subsidy bill," said Sen. Con Bunde, R-Anchoragc.

It vexes him that filmmakers who wouldnt owe corporate Income taxes In Alaska could nevertheless receive tax credits.
And he notes that state officials estimate it would cost about $300,000 a year to run a film office with staffers to "Jet
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