SENATE FI NANCE COWM TTEE
January 31, 2017
9:01 a.m

9:01: 35 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:01 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senat or Anna MacKi nnon, Co-Chair
Senator dick Bishop, Vice-Chair
Senat or M ke Dunl eavy

Senator Peter M cciche

Senat or Donny d son

Senat or Nat asha von | mhof

VEMBERS ABSENT

None

ALSO PRESENT

Dan Stickel, Chief Econom st, Economc Research G oup,
Department of Revenue; Ky dark, Economi st , Economi ¢
Research G oup, Departnent of Revenue; Alexei Painter,
Fi scal Anal yst, Legislative Finance Division.

PRESENT VI A TELECONFERENCE

SUMVARY

PRESENTATI ON: | NDI RECT EXPENDI TURES COST AND
RECOMVENDATI ONS

NPRESENTATI ON: | NDI RECT EXPENDI TURES COosT and
RECOMVENDATI ONS

9:02: 20 AM

Co- Chai r MacKi nnon di scussed housekeepi ng.



DAN STICKEL, CH EF ECONOM ST, ECONOM C RESEARCH GROUP,
DEPARTMENT OF REVENUE, i ntroduced hinsel f.

KY CLARK, ECONOM ST, ECONOM C RESEARCH GROUP, DEPARTMENT OF
REVENUE, discussed the presentation "Overview of DOR s
I ndirect Expenditure Report, Prelimnary Report for FY
2011- FY 2015," (copy on file).

M. Cdark addressed Slide 4, "Indirect Expenditure Report
Overvi ew':

e Passed in 2014 and signed on July 7, 2014 (House
Bill 306)

* Requires DOR to submt a report to the Legislature
biennially on July 1 detailing indirect expenditures
of all agencies in the State (AS 43. 05.095)

* Requires the Legislative Finance Division to provide
a report to the Legislature on the indirect
expendi tures of certain agencies before the start of
Legislative Session following the release of DOR s
bi enni al report

e The first DOR Indirect Expenditure Report was
rel eased the day after the bill was signed, July 8,
2014

 The second DOR Indirect Expenditure Report was
released July 1, 2016

9: 05: 56 AM

M. Cark showed Slide 5, "Indirect Expenditures Defined":

I ndirect expenditure: Any foregone revenue by the
state designed to encourage an activity to benefit the
public in the form of a credit, exenption, deduction

deferral, discount, exclusion, or other differential
al | owance.

As defined by AS 43.05.095(d):

* An express provision of state law that results in
f oregone revenue for the state by providing:

A tax credit or other credit

An exenption, but does not include federal tax
exenptions adopted by reference in AS 43.20.021

A di scount
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* A deduction, but does not include costs incurred
in the ordinary course of business that are
deducted in the calculation of a tax under this
title or in the calculation of a royalty or net
profit share paynment for a |ease issued under AS
38

e Adifferential allowance

9:06: 46 AM
AT EASE

9: 06: 53 AM
RECONVENED

Co- Chair MacKi nnon conveyed that the docunents discussed
during the neeting could be found on the Division of
Legi sl ative Finance webpage, as well as BASIS.

Co- Chair MacKi nnon whether the foregone revenue noted on
Slide 5, was revenue that the state was not receiving,
based on what was described in state statute.

M. Cdark answered in the affirmative. He said that an
indirect expenditure would be described as foregone
revenue.

Co- Chair MacKinnon clarified for the public that what this
meant was that the state was not receiving noney for a
particular item She explained that the noney was noney the
state could be receiving, were it not for the exclusions
witten into st at ut e, whi ch are call ed i ndirect
expendi t ur es.

9: 08: 08 AM

M. dark reviewed Slide 6, "DOR Indirect Expenditure
Report":

* Released July 1, 2016 by DOR

* Provides details on 231 indirect expenditures across
11 departnents and agencies, including 78 provisions
adm ni stered by DOR

* A cooperative effort between 10 departnents and
ot her participating agencies, coordi nated by DOR
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* Foll owed process established in 2014, with inproved
presentation and sonme refinenents

M. Cdark indicated that the indirect expenditure report
had been a collaborative effort between state agencies, and
had been facilitated by the Departnment of Revenue (DOR). He
specified that the report supplied details on 231 indirect
expenditures across 11 state departnents and agencies, 78
of the 231 total expenditures were adm nistered by DOR He
expl ai ned that the departnent had followed the sane process
that had been established in 2014 with the first indirect
expenditure report produced by DOR He said that mnor
i nprovenents had been nmade to the process, including an
improved presentation that included a nore expansive
introduction. He stated that the consistency of the
reporting nethodol ogy had been inproved.

9: 09: 59 AM

M. Cark turned to Slide 8, "Methodol ogy-Internally":

e Surveyed all Tax Division workgroups and all
divisions within DOR to ensure conplete |ist
» Devel oped tax database reports to generate DOR data
for the Indirect Expenditure Report
» Devel oped consistent definition for “Fiscal Year”
given that tax types are nostly on a nonthly,
quarterly, or cal endar year basis
* Necessary because of time lag in receiving
information for <certain tax types (corporate,
m ning, et cetera)
e Production tax not inpacted by this issue, since
we receive detailed nonthly data for production
t ax.

M. dark said that the devel opnent of the tax database had
been hel pful to the departnent internally by securing all
the data in one place.

9:12:32 AM

M. Cark reviewed Slide 9, "Mthodol ogy-Internally":

* Internally: Addressing Fiscal Year |ssue, cont.
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o Determined that the Fiscal Year includes any tax
periods beginning during the fiscal year, using
the “tax period begi nning” date

= For exanple: FY* 2015 corporate tax data
will include any returns for peri ods
begi nning July 2014 —-June 2015 (primarily 15
cal endar -year returns)

= Simlar to how federal tax data is reports
by the Internal Revenue Service

0 Because of new paraneters, sonme FY 2015 DOR data
is “unavail abl e”

= Sonme fiscal year filer returns are not
received until spring 2017
= For exanpl e, a corporate tax return
begi nning June 2015, wth extension, would
be due in March 2017
9:14: 34 AM

Co- Chair MacKi nnon asked whet her revenue foregone inside of
the report was reflected conservatively inside the report,
t hus i ncreasing the reporting nunber for cost savings.

M. Stickel responded that the way that FY 15 had been
defined for the indirect expenditure report had resulted in
an anmount of revenue inpact beyond what was reflected in
the report. He provided education credits as an exanple;
for FY 15, there had been approximately $5 mllion in
education credits clained in the system which was an
i nconpl ete nunber and was above and beyond what was shown
in the book.

Co-Chair MacKinnon referred to Page 51 of the Indirect
Expenditure Report, January 2017, Legi sl ative Finance
D vision, ww.legfin.akleg.gov. She noted that the page
showed that the Departnent of Education and Early
Devel opnent, Al aska Student Loan Corp, Al aska Comm ssion on
Post secondary Education WMWM G aduate Medical Education
Program had nearly $1.6 mllion in foregone revenue. She
understood that state statute required that students in the
program be encouraged to cone back to Alaska to practice
nmedi cine. She relayed that 50 percent of the financial
support provided by the program would have to be paid back
to the state. She asked whet her the nunber was conplete, or
whet her there could be trailing nunbers that could increase
t he cost or revenue inpact.
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M. Stickel thought the LFD nunber was conplete. He pointed
to the coomittee that there were two indirect expenditure
reports, one was created by DOR the other by LFD He
shar ed t hat t he DOR report was post ed at
www. t ax. al aska. gov.

9:18: 05 AM

Co- Chair MacKinnon asked whether the DOR report was
reviewed in the LFD report.

M. Stickel answered in the affirmati ve.

Co- Chair MacKinnon reiterated that the LFD report offered a
| egi sl ative perspective based in the information provided
by DOR

M. Stickel answered in the affirmative. He el aborated that
the admnistration surveyed all the agencies within state
government and then produced a report in July of every
ot her year. He said that LFD then woul d produce a report of
the DOR report, examning in greater detail the indirect
expenditures for a certain set of departnents each year,
maki ng recommendati ons about the indirect expenditures.

Co- Chair MacKi nnon understood that an overview of al
credits would have been posted to the DOR website from
year -t o-year.

M. Stickel replied in the affirmative.

9:19:11 AM

M. Cark discussed Slide 10, "Methodol ogy-Externally":

External | y:

« DOR nmet with other departnents and agenci es and sent
out a survey for the report

« Each agency examined their operations to identify
i ndi rect expenditures and report the required
i nformation
A few departnents identified provisions that did not
actually neet the definition of an *“indirect
expendi ture”
o Submi ssions from other departnments and agencies
are not independently verified
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M. Cark relayed that the followi ng slide would show itens
that could be confused for indirect expenditures that were
in fact not.

9: 20: 29 AM

M. Cark showed Slide 11, "Methodol ogy-Externally cont.":

Exanpl es  of provi sions not nmeeting definition of
“I'ndirect Expenditure”:
Al aska Housi ng Finance Corporation (AHFC

o ldentified one potential indirect expenditure;
reduced loan rates. But, it was part of their
nor mal oper ati ons and not “required by
statute.” Statutorily, AHFC can set the rates.

e Departnent of Commerce, Comunity, and Econom c

Devel opnent ( DCCED) :

0 Has certain licensing fees, which are set by
statute to cover program costs, that were
reduced for residents vs. non-residents. It was
determ ned not be foregone revenue, because the
fee differential doesn’'t affect total revenue.

* University of Al aska (UA)

0 Addressed tuition waivers to enployees and
dependents; they are a part of the enployee’'s
benefit package, so are not considered foregone
revenue.

o0 Non-resident vs. Resident tuition; UA is not
di scounting the resident tuition rate, rather the
out-of-state student is paying a non-resident
surcharge (so no foregone revenue).

9:22: 20 AM

Co- Chair MacKi nnon asked whether the DOR report provided a
list of the different agencies, including any feedback,
that had not nmet the definition of foregone revenue.

M. Cark answered in the affirmative. He | anented that the
list had not been included in the report. He shared that
the report contained a list of state agencies that the
departnment had reached out to who had responded to the
survey, and a list of agencies that had conpleted the
survey but had reported no indirect expenditures.

Co- Chair MacKi nnon understood there was no definitive |ist,
only the exanples provided in the report.
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M. dark answered in the affirmati ve.

9:23: 46 AM

M. Cark turned to Slide 12, "Reported Information"

Each departnent was required to report the follow ng
i nformation:

* The nane of the indirect expenditure
e A brief description

e The statutory authority

e The repeal date, if applicable

« The intent of the legislature in enacting the
statute authorizing the indirect expenditure

 The public purpose served by the indirect
expendi ture

e The estimated revenue inpact of the indirect
expenditure for the previous five fiscal vyears
(excluding the fiscal year imrediately preceding the
date the report is due)

e The &estinmated cost to admnister the indirect
expenditure, if applicable

e« The nunber of beneficiaries of the indirect
expendi ture and who benefits

M. Cdark noted that the above itens were required by
statute to be reported; additionally, the departnent had
required 2 additional itens of information including the
year that the indirect expenditure was enacted, and the
type of indirect expenditure. He said that the departnent
defined direct expenditures differently, whether a credit,
deduction, or discount, based on the information provided
by the departnents.

9: 25: 36 AM

Senator M cciche spoke to Page 117 of the LFD report, which
listed t he i ndi rect expendi ture for t he royalty
nodi fication for Qogururk Unit. He said that although the
costs were substantial, the likely revenue inpacts would be
consi derable. He wondered whether offsetting benefits to
the state should be considered in future projections.

M. Stickel acknowl edged that both sides of the equation
shoul d be exam ned when evaluating indirect expenditures.
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He shared that the departnent had broadly captured the
benefit of the expenditures in the "public purpose” line on
Page 117, which was to "stinulate increased production on
ANS." He thought that delving into deeper detail to
gquantify the benefit would be prudent when considering
maki ng changes to the indirect expenditure.

Senator Mcciche felt that there should be a l|ine that
listed the offset financial benefit to the state, and
offered to provide DOR with a list of instances. He thought
that this could replace the "public purpose" line, and was
a valuable benefit that had not been captured in the
report.

Co- Chair MacKi nnon wondered how the nunbers varied under
Alaska’s Clear and Equitable Share (ACES) versus the
Pet r ol eum Producti on Tax (PPT).

Senator Mcciche said that he would have to research the
questi on.

Co- Chair MacKi nnon asked whether statutory change would be
needed to include the revenue offset of each indirect
expenditure. She noted that sone of the projects |isted
were foregoing revenue in order to produce a product that
generated revenue. She thought that it was fair to say that
if the indirect expenditure were elimnated for the project
on Page 117, the $26 mllion could be used for government
operations, but then she countered that consequently the
state would lose the revenue that the credit had been
i ntended to hel p generate.

9:29: 49 AM

Senator M cciche thought that the nunbers in the report
coul d be nore nuanced.

Co- Chair MacKi nnon concurred that there were specific itens
that had been put into place to create a |long-term benefit
for the state and shoul d be not ed.

M. Stickel concurred, and noted that future slides would
di scuss future plans. He shared that DOR was actively
soliciting ideas for how the report could be nore useful to
the legislature. He said that DOR was planning to neet with
LFD over summer 2017, to work on inprovenents to the
report.

Senat e Fi nance Comm ttee 9 01/31/17 9:01 A M



9:31:12 AM

M. Cdark nmoved to Slide 13, "Overview of DOR s |Indirect
Expendi ture Report":

e Introduction, discussing the purpose of the report,
what is included in the report, and an explanation
of the limtations of the report

* The indirect expenditures are organi zed by:
o Departnents, al phabetically
= Divisions, alphabetically
e G ouped by Program Nane (if
appl i cabl e)

9:32: 51 AM

M. Cdark viewed Slide 14, "Future Pl ans":

* Reaching out to the Ofice of Managenent and Budget
and the Legislative Finance D vision concerning the
next Indirect Expenditure Report

e Conpiling feedback and suggestions which nay be
incorporated into the next report in Summer 2018

» Discussion with agencies of their ability to provide
nmore information for certain indirect expenditures

9: 33: 53 AM

M. Sti ckel revi ewed Slide 16, " Recomrmendat i ons and
Consi der ati ons:

 DOR was asked to provide the <conmttee wth
recommendati ons regardi ng i ndirect expenditures
 DOR identified several areas for the commttee to
consi der:
0 House Bill 155 from 2015-2016
0o Largest indirect expenditures overall
o Largest indirect expenditures by departnent
0o Review of recomendations produced by the
Legi sl ative Finance Division
» |Indirect Expenditures were reviewed in
bot h January 2015 and January 2017
0 Fee Setting Authority

Senat e Fi nance Comm ttee 10 01/31/17 9:01 A M



M. Stickel reminded the commttee that the suggestions
were not formal reconmendations to change or repeal any
i ndi vi dual indirect expenditures.

9:34: 32 AM

M. Stickel |ooked at Slide 17, "House Bill 155 from 2015-
2016";

 The followng indirect expenditures were addressed
in a proposed bill:
o Tobacco Products Tax
= Gves a four-tenths of one percent
deduction to cover the expense of account
and filing the return for the tobacco tax
* FY 2015 revenue inpact of $54, 053
o Cigarette Tax
= Gves a discount of up to $50,000 as
conpensation for affixing stanps to packs
of cigarettes
= FY 2015 revenue inpact of $360, 326
o Modtor Fuel Tax
= Gves atinely filing credits of 1% of the
total nonthly tax due to a maxi mum of $100
* FY 2015 revenue inpact of $62, 590
o Large Passenger Vessel Ganbling Tax Deduction

= Al ows a deducti on of f eder al and
muni ci pal taxes paid from ganbling gross
i ncone

» Revenue inpact is unknown

9:36: 14 AM

M . Stickel turned to Slide 18, "Lar gest I ndi rect
Expendi t ures":

e Ol & Gas Tax Credits (FY16 = $598 nillion)
e Mning License Tax -Depletion Deduction (FY14 = $32

mllion)

e Insurance: all prograns —-Lower Tax Rate (DCCED*)
(FY15 = $13 nillion)

* Insurance: all prograns —Deduction from prem uns
witten for clains paid (DCCED*) (FY15 = $13
mllion)

e Commercial Passenger Vessel Taxes —Tax Reduction for
Local Levies (FY15 = $13 million)
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e Miltiple Tax Programs —Film Production Credit (FY15
= $9 mllion; credit phasing out under current |aw)

e Mtor Fuel Tax -Foreign Flight Exenption (FY15 =
$8.6 million)

e Sport Fishing, Hunting & Trapping Senior D scount
(FY15 = $6.8 nmillion)

M. Stickel infornmed the conmttee that the Film Production
Credit had been repealed, with credits still working their
way through the system

9:38:16 AM

Co- Chair MacKi nnon shared that the coonmittee was crafting a
tax credit bill, and asked that M. Stickel forward any
i deas to her office.

9:38:45 AM

M. Stickel di scussed Slide 19, "Recommendati ons from
Legi sl ative Finance":

 There are reconmendations mnade by Legislative
Finance Division in both their 2015 & 2017 Indirect
Expendi ture Reports

e 2015 Report

0o Reconmended 17 i ndirect expendi tures be
term nat ed

0 Recommended 33 i ndi rect expendi t ures be
reconsi dered

0o Recommended 24 i ndirect expendi tures be
revi ewed

o Reconmended 37 i ndirect expendi tures be
conti nued

e 2017 Report

0 Recommended 2 i ndi rect expendi tures be
t erm nat ed

0o Recommended 13 i ndirect expendi tures be

reconsi der ed
0 Reconmmended 3 indirect expenditures be revi ewed
0o Recommended 48 i ndirect expendi tures be
conti nued

M. Stickel expanded that in total, LFD had identified 92

i ndirect expenditures had been recommended for review in
sonme capacity.
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9:39: 33 AM

Senat or von | nmhof asked whether there was a way to conpile
t he reconmendations into an easily navi gabl e spreadsheet.

Co- Chair MacKinnon indicated that a spreadsheet for sone of
the itens had already been established, but agreed that it
would be helpful if the departnent provided an Excel
spreadsheet for easier review of the recomendati ons.

9:41: 34 AM

Vice-Chair Bishop queried how many hours it took the
departnent to prepare the indirect expenditure report.

M. Stickel specified that the task required a couple of
nmont hs of dedicated work by one econom st, and then a part-
time project for the remainder of the year. He stated that
the report took several hundred enployee hours within the
depart nent.

9:42:11 AM

Senator von I nmhof |auded the report as easy to navigate and
i nformative.

Co-Chair MacKinnon commented that all the information
contained in the report was very inportant. She reiterated
that an Excel spreadsheet could neke the book even nore
useful .

M. Stickel reported that the division had the data in an
Excel spreadsheet, and would be happy to work with the
commttee to create a finely tuned docunent that net
committee specifications.

Co-Chair MacKinnon said that she would request the
spreadsheet from LFD.

9:44:18 AM

Senator M cciche commented that sone reconmmendations were
based on what was currently known. He noted Page 69, which
listed the indirect expenditure of the inspection fee
exenption for hair and nail salon operators. He pointed out
that DOR had recomrended charging a fee, he thought that a
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policy of self-conpliance, and self-inspection, would be
nor e appropri ate.

9:45:10 AM
AT EASE

9:46: 03 AM
RECONVENED

Senator Mcciche stated that DOR had provided a val uable
report, but that the commttee had suggestions for nmaking
it nore effective. He said that the |legislature could
explore different ways to fund progranms that were of |ess
cost to the state and to |icensees.

M. Stickel clarified that the division's role at DOR was
to identify the universe of indirect expenditures, while
the LFD drilled down into a certain subset of that universe
for each of their reports and then nade reconmendations. He
differed conversation to any specific recommendation to
LFD.

9:47:29 AM

M. Stickel |ooked at Slide 20, "Fee Setting Authority":

» Legislature has granted fee setting authority to
certain agencies, for exanple:
o0 Depart nent of Transportation and Publ i c
Facilities
= Alaska Marine Hi ghway (AVHS): f oregone
revenue related to AMHS discounts anounted
to over $4.7 million in FY 2015
o University of Al aska
= Schol arship awardi ng aut hority
= Western Undergraduate Exchange
= Senior Citizen Tuition Waiver
o A conprehensive review would Ilikely identify
ot her exanpl es
e Discounts offered by agencies wth fee setting
authority may not qualify as “indirect expenditures”
since they are not an “express provision of state |aw

M. Stickel relayed that DOR was aware of areas of foregone
revenue in the state that did not neet the statutory
definition of indirect expenditure, one of which was fee
setting authority.
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9:49: 15 AM

Senator M cciche thought a |large area of revenue inpact was
di scounted loan rates [page 88 - 91 in the 2017 LFD IER].
He thought there was |likely a federal program that could
help with to offset the cost of the program

Co- Chair MacKinnon suggested that the issue could be
di scussed with LFD to further the understanding of how the
state's revenue stream was being affected by different
state statutes that had been inplenented over tine.

9:51: 30 AM

Co-Chair MacKi nnon thanked the testifiers for their
present ati on.

9:52: 02 AM
AT EASE

10: 00: 19 AM
RECONVENED

ALEXEI PAI NTER, FI SCAL  ANALYST, LEGQ SLATI VE  FI NANCE
DI VI SI ON, addressed questions that had been raised by the
committee during the previous presentation. He confirnmed
that LFD had a sortable Excel docunment that had been
prepared for the report issue two years prior, which he
could resend to commttee nenbers. He said that the sane
docunent could be wupdated to reflect the nobst current
report and distributed to nmenbers. He noted that the DEC
provisions identified by Senator Mcciche were a good
exanple of provisions that had an offset; the federal
government required the state to have the discount, and
funded it, in order for the state to offer the |1|oan
program He furthered that it was not revenue that the
state could receive because it was a condition of the
federal program He felt it should not have been in the
report, but that DEC had included it in an attenpt to he
t horough. He added that due to budget cuts DEC no | onger
provi ded inspections for hair and nail salons, which was
why the recommendation had been nmade to reconsider the
structure that statutorily mandated inspection wthout
of fering a fundi ng source.

10: 02: 13 AM
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Senat or M cci che thought that the report could be
"scrubbed"” for clarity. He believed that self-certification
woul d take the cost away fromthe state and the |icensee.

Co-Chair MacKi nnon commented that creation of a table that
hi ghli ghted the offset funding could be hel pful.

10: 03: 57 AM

M. Pai nter discussed the presentation "Overview of
Legi sl ative Finance Division Indirect Expenditure Reports,”
(copy on file).

M. Painter addressed Slide 2, "Agencies in 2015 Report":

* Commerce, Community and Econom c Devel opnent
* Fish and Gane

* Health and Social Services

* Labor and Wor kforce Devel opnent

* Revenue Legislative

M. Painter detailed that LFD nade their recomendations
for select agencies, every two years, based on the DOR
reports.

10: 04: 31 AM

\V/ g Pai nt er di scussed Slide 3, " Sunmmar y of 2015
Recomendat i ons":

Term nate: 17 provisions
— Total known revenue inpact of $5 mllion (in
FY14)
— Three provisions had unknown revenue i npact

Modi fy or review 59 provisions

Conti nue: 37 provisions

No recomrendati on: 25 provisions

M. Painter noted that there had been sone area of statute
that LFD had felt deserved a closer look od the entire fee
structure, which added to the 59 provisions suggested for
nmodi fication or review. He noted that the |egislature had
nodi fied the fee schedule since the report was issued. He
added that many of the provisions of the Mning License Tax
dated back to statehood, which nmade it difficult to
determ ne whether they net current legislative intent as
the structure as nost likely out-of-date. He detailed that
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the 25 provisions that had no recommrendati on were because
LFD did not believe that the item was an actual indirect
expendi t ure, or because there had been insufficient
information. He noted that, for exanple, sone of the tax
credits with very few recipients, had confidential revenue
i npacts.

10: 06: 40 AM

M. Painter turned to Slide 4, "2015 Report Key Points":

e Did not review oil tax credits, which had been
nodi fied a year before

e 1 “termnate” item (obsolete exploration incentive)
repeal ed in HB 247

* 4 other “termnate” items were in HB 155, which
passed House in 2016 but not Senate

e 6 “termnate” itens are in Corporate |ncone Tax

e 3 “termnate” itens are in Commercial Fisheries
Entry Conmm ssion

M. Painter detailed that LFD had prepared the report in
the fall of 2014, at which time the oil tax structure had
been undergoing a referendum and had recently been
nodi fied by the |egislature.

10: 07: 50 AM

M. Painter spoke to Slide 5, "Agencies in 2017 Report":

* Admi nistration

e Education and Early Developnent (including Al aska
Student Loan Corporation and Al aska Conm ssion on
Post secondary Educati on)

 Natural Resources

 Transportation

e Judiciary

* Plus review of the Education Tax Credit, which is
schedul ed to sunset at the end of 2018.

M. Painter noted that he had overl ooked putting Departnent
of Environnental Conservation on the list on Slide 5. He
poi nted out that the Education Tax Credit had been revi ewed
because LFD felt that it was inportant that a detailed
recommendation be made for the credit which was schedul ed
to sunset at the end of 2018. He shared that the credit had
not been reviewed in the first report because it had been
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nodi fied by the legislature that year, naking it too early
to eval uate the inpact.

10: 08: 27 AM

\V/ g Pai nt er showed Slide 6, " Sumary of 2017
Recomrendati ons":

Term nate: 2 provisions
— Unknown revenue i npact
Modi fy or review 13 provisions
Conti nue: 56 provisions
No recomrendation: 6 provisions

10: 08: 52 AM

M. Painter discussed Slide 7, "2017 Report Key Points":

* Some itens do not have revenue generation as a goa
(“fix-it” tickets)

 Ohers have authority to set fee structure (Marine
H ghway)

* Remainder are nostly routine (senior discounts, fee
wai vers for disabled veterans, etc.)

« Sonme provisions in DEC and DNR coul d be revi ewed

M. Painter explained that sonme itens were not considered
indirect expenditures because their main goal was not to
generate revenue. He said that in 2019, all the renaining
agencies were up for indirect expenditure review, however,
there were no remaining agencies that had identified
indirect expenditures. He announced that LFD would not
produce a 2019 report, but would begin the cycle over again
in 2021 - starting wth DOR

10: 11: 00 AM

Senator M cciche appreciated the recomendation to review
the Alaska Mrine Hi ghway System children's discounted
tariffs, enployee and annual passes, and the underage
di scounted tariffs. He thought that nore cuts should be
made to the Al aska Marine H ghway System

Co- Chair MacKi nnon asked whether any of the provisions for
t he mari ne highway were part the enpl oyee bargaining unit.

Senat or M cciche did not believe that the three he
mentioned were related to a bargaining unit.
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10: 13: 27 AM
AT EASE

10: 14: 38 AM
RECONVENED

Co- Chai r MacKi nnon di scussed housekeepi ng.

#
ADJ OQURNIVENT
10: 15: 39 AM

The neeting was adjourned at 10:15 a. m
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