HOUSE FI NANCE COWM TTEE
April 10, 2001
2:00 PM

TAPE HFC 01 — 79, Side A
TAPE HFC 01 — 79, Side B
TAPE HFC 01 — 80, Side A

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 2: 00 PM

VEMBERS PRESENT

Representative Bill WIlIlianms, Co-Chair
Representati ve El don Miul der, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft

Represent ati ve John Davi es
Representative John Harris
Representative Bill Hudson

Represent ati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Carl Mses
Representative Ri chard Foster

ALSO PRESENT

Representative Fred Dyson; Representative Getchen QCuess;
Wess  Kel l er, Staff, Representative Fred Dyson; Bruce
Johnson, Deputy Comm ssioner, Departnent of Education and
Early Devel opnent; Eddy Jeans, Manger, School Finance and
Facilities Section, Departnent of Education and Early
Devel opnent ; Sar ah Fel i x, Deputy At t or ney CGeneral ,
Departnent of Law, Joe Bal ash, Staff, Senate State Affairs
Comm ttee.

PRESENT VI A TELECONFERENCE

Brooke Mles, Alaska Public Oficers Comm ssion, Anchorage;
Susi e Bar net t, Adm ni strator, Sel ect Comm ttee on
Legi slative Ethics, Anchorage; Debbie Ossiander, Anchorage
School Board, Anchorage; Darroll Hargraves, Al aska Council
of School Admnistrators; Larry Semmens, Aurora Borealis
School, Kenai; Pat Hi ckey, Kenai Peninsula School District,
Kenai ; Avrum G oss, Juneau,
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House Fi nance Committee 1 04/ 10/ 01 2: 00 PM



HB 101 "An Act relating to charter schools; and providing
for an effective date."

HB 101 was heard and HELD in Commttee for further
consi derati on.

HB 193 "An Act relating to the primary election; and
providing for an effective date."

HB 193 was heard and HELD in Commttee for further
consi derati on.

HB 203 "An Act making an appropriation to the Legislative
Council for a study of school district cost
factors; and providing for an effective date."

CSHB 203 (FIN) was REPORTED out of Conmttee with
a "do pass" recommendati on.

CSSB 103(FIN)
"An Act relating to election canpaigns and
| egi sl ative ethics.”

CSSB 103(FIN) was heard and HELD in Commttee for
further consideration.

#hb101

HOUSE BI LL NO. 101

"An Act relating to charter schools; and providing for
an effective date."

REPRESENTATI VE FRED DYSON, SPONSOR, testified in support of
HB 101. He noted that the legislation is nearly identical to
a bill, which nearly nmade it through the legislation in the
past year. He maintained that state of Alaska' s charter
school law is anong the weakest in the nation.

Representative Dyson discussed changes to the existing
charter school law in HB 101. He observed that the bill

elimnates the 2005 sunset clause. It also extends the
al l omwabl e contract length from5 to 10 years and elim nates
the geographic distribution requirenents. The |egislation
clarifies that charter schools are not exenpt from
conpet ency testing.

Representative Dyson observed that the previous |egislation
mandated that school districts provide an accounting
statenent for student allotnent and |ocal contributions.
This has been elimnated. The new | egislation also abandons
the attenpt to mandate distribution of a pro-rated share of
| ocal contributions to charter schools.

Representative Dyson explained that the legislation would
all ow charter schools to be counted as a separate school if

House Fi nance Committee 2 04/ 10/ 01 2: 00 PM



the ADM is over 150 (AS 14.17.905). He enphasized that
charter schools tend to be small and that this would allow
them to receive the same funds as other schools in the
district per student. The legislation also provides a one-
time ‘start-up” grant of $500 dollars per person and allows
for charter school wuse of safe public buildings wth
di strict superintendent approval.

Vi ce-Chair Bunde observed that charter schools funds cone
from the district's total state support. The |egislation
woul d free funds for the district.

Representative Croft questioned if the legislation is a cost
shifting nmeasure. Representative Dyson acknow edged that the
fiscal note would provide an additional $2 mllion dollars
to educati on.

REPRESESNTATI VE GRETCHEN GQUESS enphasi zed t hat t he
| egi sl ati on would provide additional funds; funds would not
be shifted fromone district to another.

Co-Chair WIllians observed that the sunset would be in the
year 2005. He questioned if charters have to be for 5 years.

WESS KELLER, STAFF, REPRESENTATIVE FRED DYSON, expl ai ned
that current contracts could not exceed 2005. New contracts
woul d not exceed the sunset date.

Vice-Chair Bunde asked if the noney would only go to
districts that have charter schools.

Representative Cuess replied that the fiscal note has two
parts: the startup grant and a change to the foundation
formula. The funds would go to the school district. Schoo
districts without a charter school would not receive funds.

Vi ce-Chair Bunde pointed out that a school district would
not be legally bond to provide the additional funds to the
charter school, but acknow edged the noral obligation.

Representative Dyson maintained that the State Board of
Educati on and Departnent of Education and Early Devel opnment
would track the funding. Vice-Chair Bunde observed that
accountability woul d come t hr ough par ent f eedback.
Representative Dyson acknow edged that there is no specific
report to t he | egi sl ature, but enphasi zed par ent
i nvol venent .

Representative John Davies asked what the fiscal inpact
would be if the nunmber for full funding eligibility was
dropped from 150 to 100 students. Representative Dyson
understood that there would be three nore schools added
under the change to 150 students. He estimated that this
woul d be increased by a multiple of 2 or 3. Representative
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GQuess interjected that it would result in a decrease in the
foundati on fornul a.

Representative John Davies assuned that if the fiscal note
were approved, there would not be an objection to |owering
the nunber. Representative Dyson stated that he would not
object if the charter school I|egislation were not adversely
af f ect ed.

Representative Lancaster asked if there were a need to
doubl e the nunber of charter schools to 60. Representative
Dyson nmaintained that the change is needed. He estimated
that there would be 45 or 50 schools in the next two years
if the legislation is passed. He observed that the
University of Alaska would like to start three schools to be
used as |aboratory schools. He reviewed a nunber of
proposals with different enphasis such as preserving |oca
| anguages and addressi ng deaf students.

Representati ve Hudson referenced correspondence schools. He
asked if the legislation wuld affect correspondence
school s. Representative Dyson stated that there is concern
that students not “double dip”.

Co-Chair Mulder referenced SB 36 and noted that the hard
count provides a nane with a nunber, which nmakes it nore
difficult to cheat.

Co-Chair WIIlianms observed that charter schools have cl osed.
Representative Dyson noted that his daughter worked in the
Anchorage charter school, which recently closed. He
mai nt ai ned that the school woul d have been successful with a
| ower student count. Funding killed the school.

BRUCE JOHNSQN, DEPUTY COWMM SSI ONER, DEPARTMENT OF EDUCATI ON
AND EARLY DEVELOPMENT, observed that the State Board
supports the mssion of charter schools in assisting in the
general inprovenent of education. The Board supports efforts
to assure that charter schools receive a fair share of
fundi ng, including reasonable startup fundi ng and urges that
the startup funding be new noney. The Board supports the
el imnation of geographical restrictions and the designated
nunber of charter schools in urban communities. The Board
observed that it has taken 5 years to reach the current
nunmber of 17 schools and does not believe that the nunber
needs to be expanded at this tine. The Board noted that the
nunmber coul d be expanded at a future tine.

Vice-Chair Bunde referred to the fiscal note.
EDDY JEANS, MANGER, SCHOOL FI NANCE AND FACI LI TI ES SECTI ON
DEPARTMENT OF EDUCATI ON AND EARLY DEVELOPMENT, affirnmed that

funding would go directly to the school district. Each
charter school negotiates a contract wth the school
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district for adm ni strative overhead. The Depart nent
cal cul ates basic need for each charter school based on the
nunmber students.

Vice-Chair Bunde clarified that a school district without a
charter school woul d  not receive funding from the
| egi sl ati on.

Representative John Davies agreed, but pointed out that
school districts would receive the same anount of funds per
student. M. Jeans pointed out that sone of these students
woul d be honme schooled wthout a charter school option.
Hone- school ed students do not generate noney for the school
district through the foundation fornula. Funding depends on
school size. If a student were enrolled in a charter schoo
the funding would go to the district. The district and the
charter school would negotiate a contract to distribute the
funds. The statute, as it is currently witten, allows the
school district to take indirect costs for admnistrative
expenses from the funding generated by the charter school
Through the negotiation of the contract, the charter school
may elect to give the district additional noney for services
such as speci al education and |ibrary services.

Representative John Davies questioned the fiscal cost
associated with a school size change of 100 students. M.
Jeans enphasized that he could only nake a rough guess and
replied that the cost for the additional four schools
identified would be $2 - $2.7 nillion dollars. He explained
that the students are already in the charter school, but
because they are under the 200-student threshold they are
being counted in the largest school in the district, which
is the high school, which generates the |east anount of
noney. Bel ow 100, the adjustnment woul d be substantial.

Represent ati ve Hudson asked the positive and negative i npact
of the charter schools. He observed that the funding flows
to the school district. He asked if the school district
woul d have responsibility for oversight to nake certain the
educational program is qualified and performng as it
should. M. Jeans enphasized that the charter schools are
still public schools and school districts have juristic
diction over those schools. He added that the same students
woul d generate less noney if they were added to the |arger
school where they receive |ess per student. Charter schools
can generate nore noney per student if they neet the 200-
student | evel.

M. Johnson stressed that children are better educated when
their parents are involved in their education. There are
di stinct educational advantages to having a choice.

Represent ati ve Hudson questioned if there is any requirenent
for additional parental economc involvenent in charter
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school s. M. Johnson enphasized that charter schools are

still public schools and all students are entitled to a free
public education. Charter school students are not currently
provi ded wth transportation t hr ough t he state

transportation system The State Board believes that
transportation should be provided so that the option is
available to every famly regardless of their capacity to
get their child to the charter school. The |Ilack of
transportation may result in a nore sel ect popul ation.

In response to a question by Co-Chair WIllianms, M. Johnson
observed that parents are choosing charter school
opportunities for an entire host of reasons, such as school
size or special needs. Al of the schools are “starved” for
noney. He observed that the "dreaners"” that start the schoo
becone weary because they cannot buy relief from the seven
day a week commtnent that they were wlling to nmake for the
first three years. As the founders |eave and others take
over the schools go into crisis if they do not have adequate
financial resources to buy services.

Co-Chair WIllians noted the cost of providing charter
schools with a $500 dollar per person start up grant. M.
Jeans replied that startup cost would be $1.2 mllion
dollars for one-tine grants. Grants could be used for rent,
books, desks and other costs. M. Johnson interjected that
sonme school districts can afford to assist with startup
costs and others cannot. The intent is to assist schools
with basic needs. M. Jeans clarified that every school
would be entitled to the one-tine startup funds, including
those that are currently operating.

DEBBI E OSSI NANDER, ANCHORAGE SCHOOL BOARD, ANCHORAGE, spoke
in support for the proposed |egislation. Charter schools are
an inportant new direction that allows greater choice to
famlies and helps facilitate parent directed education. She
noted that charter schools have many chal |l enges. She stated
that the bill would bring greater flexibility for housing
children. She stressed the challenges in providing starting
up costs. She noted that it is the Anchorage School Board's
intent to financially support charter schools.

DARRCOLL HARGRAVES, ALASKA COUNCI L OF SCHOOL ADM NI STRATORS
testified that superintendents do not oppose the bill. He
spoke in support of the extension to 60 schools statew de.
Charter schools would be subject to the sanme conpetency test
as the rest of the public school system He testified in
support of the charter extension and noted that the original
five-year deadline was about up. The five-year sunset was
originally put in place to judge the success of the schools.

LARRY SEMMVENS, AURORA BOREALIS SCHOOL, KENAI testified via

tel econference in support of the |egislation. He noted that
their students performwell on tests. There is a 200-student
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waiting list. The school plan is to expand to 200-students,
but classroom space is not imedi ately avail able. He noted
support for the contract term extension, elimnation of the
sunset date and additional funding per student. He spoke
agai nst the penalty for schools under 200 students. The 200-
student penalty adversely affects district funding; it costs
the Kenai Peninsula Borough School District up to $7,000
dollars a student. He nmintained that parent involvenent
results in success in education and that charter schools can
make a difference for education in Al aska.

Representative Lancaster referred to pupil transportation.
M. Semmens noted that parents transport their students,
sone at great distances.

HB 101 was heard and HELD in Committee for further
consi derati on.

#hb203

HOUSE Bl LL NO. 203

"An Act making an appropriation to the Legislative
Council for a study of school district cost factors;
and providing for an effective date."

REPRESENTATI VE PEGGY W LSON, SPONSOR testified in support of
the legislation. She explained that the legislation sets
asi de $350.0 thousand dollars for a class differential study
on school district cost factors. The state of Al aska has a
constitutional obligation to provide for a full education
for all students.

TAPE CHANCGE, HFC 01 - 79, SIDE B

Representative WI|son observed that the econom c status of
different areas of the state have changed since 1986. School
district cost factors were l|ast changed in 1986. She
mai ntai ned that the current forrmula, while well intentioned,
has unintentional consequences. A design error, which
tracked expenses as opposed to actual <costs of doing
business in each school district, has resulted in flawed
district cost factors. Failure to precisely neasure
differenti al costs across the state has resulted in
i nequi tabl e fundi ng.

Representative WIlson noted that many questions remain
unanswered such as: What 1is the cost of providing an
education in each school district as it relates to Anchorage
as a base? Wiat are the exact costs of electronic
comuni cations in Yakutat? What is the specific cost of fuel
in Dllinghan? What are the property insurance rates in Tok?
What does it cost to get a school fire code inspector to
Angoon?

Representative WIson maintained that HB 203 would provide
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factual answers to these questions. HB 203 proposes an
i ndependent study of school cost differentials. She stressed
the need to assess actual costs in each school district.

Vi ce-Chair Bunde expressed support for the study, but
guestioned the difference between the costs of doing
busi ness and the cost of providing education.

Representative WIlson noted that the cost of doing business
differs fromschool district to school district dependi ng on
the access to services.

Vi ce- Chair Bunde suggested that section 1 be changed to the
"cost of providing an education in each school district" as
opposed to the "cost of doing business."”

Representative Wl son suggested the addition of “it shall be
conpleted by contract” on page 2, line 5. She did not want
the study to be left to the Departnent of Education and
Early Devel opnment or a commttee.

Representative John Davies suggested the substitution of
"operating a school" for “doing business” on lines 9 and 12.
Representative WIlson did not object to the reconmendati on.

Representative Davies MOVED to insert "operating a school™
and del ete “doi ng business” on lines 9 and 12.

Representative Croft argued in support of the wuse of
“providing an education”. He pointed out that it would be
possible to operate a school wthout doing a good job of
provi di ng education. He added that it would be necessary to
operate a school in order to provide education.

Representative John Davies pointed out that operating a
school includes hiring faculty.

Vi ce-Chair Bunde summarized that the intent is to
di stingui sh between the cost of running a business and the
cost of education. Co-Chair WIllians agreed that the
question is the actual cost of the school.

Representative Whitaker questioned if the intent is to
di stinguish the cost of operating a school in terns of
mai nt enance and operation of a school facility or the cost
of providing an education. He enphasized that that intent is
to determne the cost of providing an education. He
suggested that "operating a school” may be too restrictive.

Representative Davies MOVED to AMEND Anendnent 1 to insert
"providing an education” on line 9. "QOperating a school”
woul d be retained on line 12 and insert "actual" at the end
of line 11. There being NO OBJECTION, the anendnent to
Amendnent 1 was adopt ed:
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The study

(1) should be based on the cost of providing an
education in each school district;

(2) should consider the cost of living, including the
cost of food, housing, wutilities, transportation,
nmedi cal expenses, property values, or other costs that
contribute to the actual cost of operating a school.

There being NO OBJECTION, Anendnent 1 as was adopted as
anmended.

Representative Croft MOVED to ADOPT Anendnent 2: On page 2,
line 3 insert "shall" and delete "may"; and on page 1, line
5 delete "prepare or." He expl ained that the anmendnent woul d
take out the option of doing the study by any manner other
than a contract.

Representative WIlson questioned if the date should al so be
changed to allow nore tinme for the study to be conpleted.
Representative Hudson argued in support of retaining the
date and pointed out that the followng year would be the
second year of the |egislature.

Vice-Chair Bunde agreed with the intent of having the
Legi sl ative Council contract for the study. He pointed out
that there nay be sone expense involved to assure that there
are appropriate guidelines for a contract.

Representative John Davies MWNWED to AMEND Anendnment 2:
delete "or" and insert "and" (to prepare and contract for
the preparation of a study). There being NO OBJECTION, the
amendnent was adopted. There being NO OBJECTI ON, Anendnent
2 was adopted as anended.

Representative Witaker questioned if the review would be
done on a periodic and regul ar basis. Representative WI son
observed that SB 36 required a two-year review

Representative WIlson referred to a study by the MDowel |l
G oup, which was conpiled in relationship to SB 36. The
study reconmmended that the current district cost factors be
mai ntai ned and that the departnent's effort be placed in
reexam ni ng the nethodol ogy. She enphasized that the intent
of HB 203 is to make sure that the guidelines are different
and the actual cost to educate a child in each district is
ascertained, so that the differences can be reviewed. She
added that the Departnent of Education and Early Devel opnent
and the Education's Foundation Task Force recomended a
simlar study.

Representative John Davies expressed concern with page 1

line 6. He MWED to ADOPT Anendnent 3: delete "the
preparation of a study of the district cost factors used as
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a conponent” and insert "preparation of a study recomendi ng
district cost factors to be used as a conponent”. The change
would clarify that the intent is not just a study of
existing factors, but that there should be recommendati ons
for howit should be fixed. There being NO OBJECTIQN, it was
so ordered.

PAT HI CKEY, KENAI PENI NSULA SCHOOL DI STRICT, KENAI testified
via teleconference. He noted that the Kenai Peninsula
Borough contains urban and rural areas. He encouraged the
contractors to take into full account the differences by
attendance areas and not just consider the district as a
whole. He noted that the cost of providing an education in
sonme small comunities have already been conpensated for by
econony of scale factors by size, but tend to be diffused by
a district wide application of an area cost factor.

DARRCLL HARGRAVES, EXECUTIVE DI RECTOR, ALASKA COUNCIL OF
SCHOOL ADM NI STRATORS testified via tel econference. He spoke
in support of the legislation. He pointed out that cost
differential studies have been done in a true attenpt to
determine the cost of doing business in different
geographical areas of the state. The audits of schoo

districts were used in SB 36 in an attenpt to assess what
school districts were actually spending. He pointed out that
a school district, which held tough on salaries though
negoti ation would be disadvantaged. The cost differentials
were based on what "is" not on the "true" costs of doing
business. He recounted a gift from an oil conpany of
conputers. He tried to ship the conputers to one comunity
and found that they could only be shipped strapped into the
passenger seats at the full price of a passenger transport.
Anot her school district was able to pick up the conputers at
no cost. He concluded that there are true costs of doing
busi ness from one conmmunity to another. He enphasized that
the cost differentials mnust reflect true costs. He
mai nt ai ned that cost differentials in SB 36 were in error.

EDDY JEANS, MANGER, SCHOOL FI NANCE AND FACI LI TIES SECTI ON
DEPARTMENT OF EDUCATION AND EARLY DEVELOPMENT spoke in
support of the legislation. The departnment would like to be
involved in the devel opnment of the RFP to assure that all
the cost factors are |ooked at and considered. The
departnment would also like to assure that a nethodol ogy
results in a tool that can be used on an ongoing basis to
update the cost differentials as required by statute. The
Department of Education and Early Devel opnent was not
involved in the |ast selection. The Legislative Budget and
Audit Comm ttee contracted the |ast selection.

Representative Hudson noted that nothing would preclude
consultation with the Departnent of Education and Early
Devel opnent on the RFP. He did not think that (consultation
with the departnent) needed to be in the legislation but
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expressed a desire that the contractor confer wth the
departnment in determning what elenents should be brought
forward in the contract.

Representative Croft observed that the Departnent of
Education and Early Devel opnment was not consulted last tine
and pointed out that serious mstakes were nade. He felt
that it should be in the intent |anguage.

Representative Witaker maintained that the intent is to
strike a balance and determne a basis for the equitability
of the fornmula. If the project becones too vast and
"potentially politically involved" then it would be a
di sservice. He added that it would also be a disservice if
the study does not provide for input that is neaningful. He
suggested that the intent should be carefully worded.

Representati ve Hudson MOVED to ADOPT Anendnent 4: add a new
subsection: (6) Shall confer with the Departnent of
Education and Early Devel opnent in preparation of the RFP
for this study.

Representative Guess pointed out that a new subsection would
refer back to the study. She suggested that the | anguage
woul d be in the wong place.

Representative John Davies suggested an anendnent to
Amendnent 4, to add the | anguage on page 1, line 5: insert
after "Council" "in consultation with the Departnent of
Educati on and Early Devel opnent ™.

Representative Hudson W THDREW Amendnent 4. Representative
Davi es MOVED to ADOPT anended Anendnent 4, by Representative
Hudson: insert after "Council" "in consultation with the
Department of Education and Early Devel opnent”. There being
NO OBJECTION, it was so ordered.

Representative GGuess noted that five states have cost
differentials, each with different nethodol ogies. There is
no agreenent on the best way to determ ne an education price
i ndex. New research shows that an expenditure-based nodel is
the worst way. She discouraged the use of an expenditure-
based nodel. She acknow edged the difficulty of producing an
unbi ased nodel but enphasi zed the creation of a clear nodel.
She spoke in support of a cost differential that 1is
updat eable with data outside of the departnent.

Representative Hudson MOVED to report CSHB (FIN) out of
Committee.

CSHB 203 (FIN) was REPORTED out of Commttee with a "do
pass" reconmendati on.

#hb193

HOUSE BILL NO 193
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"An Act relating to the primary el ection; and providing
for an effective date."

AVRUM GRCSS, JUNEAU, stated that he was a nenber of a task
force appointed by the Lieutenant CGovernor to address the
fact that the state's primary election | aw ceased to exist,
after the last primary, due to a decision of the United
States Suprene Court (California Denocratic Pary et al. v.
Jones, Secretary of State et. A .. (530 U S 567, 2000). He
added that energency regulations, which responded to the
deci si on, expired.

M. Goss explained that the Court ruled that, while states
with bl anket primaries could continue, political parties had
the right to change the rules to limt participation. Al aska
has operated under blanket primary |law. The task force was
established to deal with the fact that parties have to have
input into who would participate in the selection of their
candidates. He reviewed the nmakeup of the task force and
concluded that it was nonparti san.

The Task Force's intent was to make the mninmal change
necessary to existing law. Public testinony was taken from
all parties and the Departnent of Law. The recomendati on of
the Task Force was that all voters be allowed to vote in a
party's primary unless the party notified the |ieutenant
governor, by Septenber 1, that the primary woul d be cl osed.
To the extent that party registration was an issue, the
regi stration woul d have to be established 30 days before the
el ection, which is the deadline for voter registration. He
i ndi cated that the proposal received support from the ngjor
parties. A blanket primary was chosen because it was
traditional in Alaska and it would allow the maxi num nunber
of people to participate in the primary. The state would
stand for maxi mum participation subject to a party's right
to close. The original bill [based on the Task Force's
recommendations] was changed in the House State Affairs
Commttee and the process reversed. Under the House State
Affairs wversion, all primaries wuld be closed (only
Republicans could vote in republican primaries and only
Denocrats could vote in denocratic primaries) unless their
party opened the primary.

The House Judiciary Commttee further anended the
| egislation to state that independents could also vote in a
party's primary.

Representative John Davies observed that the HIUD version
partially opened the primary and questioned if a politica
party could chose to close their primary to independent
voters. M. Goss affirned that they could close their
primary to independents. He summarized that the HIUD version
allows parties to close or open their primaries as they see
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fit. The original bill opened primaries and required action
by a party to close them

In response to a question by Representative Lancaster, M.
Goss clarified that once a change occurs it renmains in
force until the party changes it. Changes nust occur by
Sept enber of the proceeding year. This provision was al so
contained in the original task force bill

TAPE CHANGE, HFC 01 - 80, SIDE A

In response to a question by Representative Hudson, M.
Goss clarified that a [candidate] could not chose to all ow
all voters if their party restricted the ballot.

M. Goss observed that the nore a primary is narrowed the
"purer” the candi dates becone, but enphasized that "at the
sane tinme the |less chance they have to win a general
el ection because they don't have support froma | arge nunber
of people.™

Representative Witaker clarified that a party's ballot
woul d be open to nonpartisan and undeclared voters unless
the party closes it. M. Goss agreed and interjected that
it would not be open to any other registered party nenbers.

Co-Chair Mulder noted that the Court decision requires
action by the Legislature.

Representative John Davies observed that Court's action was
in response to requests by the Republican and Denocratic
parties in Al aska and other states. M. G oss observed that
an initiative in California began the [court's invol venent
in] blanket primary | aw

SARAH FELI X, DEPUTY ATTORNEY GENERAL, DEPARTMENT OF LAW
provided information on the |egislation. She explained that

a question arose during deliberations in the House Judiciary
Commttee regarding "no party" petition candidates on
primary election ballots. Under current law, wunaffiliated
candi dat es over| ooked nmust appear on the primary ballot. The
House Judiciary Conm ttee decided that they would not appear

on the primary election ballot. Unaffiliated candi dates

woul d only appear on the general election ballot. She noted
that an anmendnent to AS 15,25,150, the filing deadline, is

needed. The filing deadline was left at June 1. If "no
party" candi dates do not appear on the primary ballot the
deadl ine would not be June 1. The filing deadline should be
the date of the primary election. Legal opinions have
indicated that "no party" candidates could be held to a
earlier filing date.

Co-Chair Milder stated his intention to entertain an
anendnent to address the issue.
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Ms. Felix explained that "no party" candidates are those
that do not belong to a recogni zed political party. Sonme may
belong to a political group, which is an organization of
people of a political affiliation that has not achieved the
status of a recognized political party and sone nay not be
representing any group. Al aska has six recognized political
parties. Discussion ensued regarding the qualifications of
recogni zed parties.

Co- Chai r Mul der observed that under the amendnent
certification would be required by the primary el ection date
in order to be eligible for the Novenber el ection.

Representative John Davies MWED to ADOPT a conceptua
amendnent to nove the date in AS 15.25.150 to be consi stent
with the primary election date for filing for "no party"
candi dates. There being NO OBJECTION, it was so ordered.

HB 193 was heard and HELD in Committee for further
consi derati on.

#sb103

CS FOR SENATE BILL NO 103(FIN)

"An Act relating to election canpaigns and | egislative
ethics."

JOE BALASH, STAFF, SENATE STATE AFFAIRS COW TTEE testified
in support of the |legislation. He observed that Senate Bill

103 is largely a clean-up bill to address conflicts and
concerns that have arisen in the canpaign finance and
| egi sl ative et hics st at ut es. It al so i ncor por at es

adm nistrative rulings nmade by the Alaska Public Ofices
Comm ssion (APOC) and i nfornal advice given by the
Legislative Ethics Conmttee. He noted that the |egislation
i ncl udes provisions to:

Require a single formfor public disclosures.

Treat nultiple groups controlled by a single candidate
as a single group for purposes of the contribution
limt.

Elimnate the public office expense term accounts
(PCET) reserve nechanism so that there is a single
POET account for |egislators and successful candi dates.

Expand the anount of personal property that can be
carried forward after an election and to include
phot ogr aphs and seasonal greeting cards.

Define contributions to exclude certain services such

as attorney and accounting services, mass mailings by
parties and newsletters to constituents.
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M . Bal ash added that changes were nmade to the use of public
assets and resources for non-legislative purposes, such as:
preparing seasonal greeting cards, transporting personnel
conputers, photographs, solicitation and acceptance of
donations for non political charities, witing newsletters,
use of offices before and after session. The |egislation
also clarifies the prohibition on the use of public assets
and resources by legislators and | egislative enployees for
nonl egi sl ati ve purposes and certain previously prohibited
public political uses. The legislation allows |egislators to
give and receive the gift of transportation from one
anot her.

Co-Chair Mul der observed that there is a focus on advocacy
for constitutional anendnents. He maintained that the people
who are the nost know edgeable [l egislators] could dissenble
information but would not be able to use their office to
solicit funds. M. Balash clarified that they would not be
able to use their office to solicit or accept canpaign
contributions, use their phones to call up potential donors,
or use staff to send out [canpaign or election] mailings.
They could prepare speeches and ask groups to support the
amendnent along with them

Co-Chair Mulder clarified that |egislators could ask support
for constitutional anendnents. The legislation only limts
the use of their staff and office [to elicit support for a
constitutional anmendnment].

Representative John Davies referred to the POET Reserve
Account. M. Balash noted that the POET Reserve Account was
created in response to concerns regarding tax inplications.

He noted that wth the Ilimtations [contained in the
| egislation] the POET Account is considered a business
expense, just |like any other business expense, for tax
purposes. If the full amount in the PCET Account were

carried forward it would not count against the |egislator on
their personal income tax. The POET Reserve Account was
removed since there is no threat of taxation

Representative John Davies questioned if tax status changes
are being made. M. Bal ash explained that there was never a
tax liability on the noney. Representative John Davi es noted
that the APOC had advised legislators that there were tax
i nplications.

M. Balash noted that changes to the existing POET Account

limtations were nade on page 4, lines 24 — 27. The POET
Reserve Account was appeal ed on page 12, line 24.
Representative Davies referred to page 7 line 10:

communi cation in form of a newsletter. He observed that he
does not send newsletters in an election year |ater than
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early July. He expressed concern with the allowance of
newsl etters in an election year and felt that it would all ow
abuse. He recommended |[imting the tine that newsletters are
all oned when a legislator is up for election and questi oned
if the sponsor would support a July 15th deadline. M.
Bal ash observed that nany state issues cone to the forefront
of voters' mnds in the nonths preceding an el ection, which
are not present at other tines.

Co-Chair Mul der summari zed that a newsletter from a
| egi sl at or to their constituents would not be a
contri bution.

Representative John Davies felt t hat it woul d  be
i nappropriate to use office accounts to send newsletters
close to an election. He maintained that any tine a picture
is sent it is a canpaign device. He acknow edged that the
| egi slation mght not be the appropriate place to address
his concerns. He suggested that July 15, would be the
appropriate cutoff date.

Co-Chair Milder stated that he did not disagree with the
poi nt made by Representative Davies.

Representative Davies suggested that there could Dbe
confusion relating to a newsletter as a contribution to the
canpaign. He added that there would be ethics questions
regarding canpaign related use of the office account. He
felt that the issue should be clarified. Co-Chair Ml der
suggested that Representative Davies work on an anmendnent.

Represent ati ve John Davi es provi ded nenbers with Arendnent 1
(copy on file). Amendnent 1 would address canpaign
contribution reports and allow the canpaign to file reports
on behalf of the contributor. The contributor would retain
responsibility to assure that the report has been filed. The
filing would follow the sane tinme |ines. Co-Chair Mil der did
not object to the anendnent.

Represent ati ve Hudson agreed and pointed out that the intent
is disclosure.

Co- Chair Mul der agreed and noted that contributors could be
informed that the report was filed on their behalf when
| egi slators send their thank you notes.

BROOK M LES, EXECUTIVE DI RECTOR, ALASKA PUBLIC OFFI CERS
COMM SSION testified via teleconference. She noted that
while many of the provisions of SB 103 can fairly be
consi dered, “clean-up” other sections do not fall wthin
that description, but rather constitute a significant change
to the canpai gn disclosure |aw.
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V5. Ml es identified ar eas t hat w | | resul t in
admnistrative costs, loss of public information, and
confusion to both filers and nmenbers of the public.

Section 1 contains a legislative mandate that the Conm ssion
develop only one form to be used for financial disclosure
filing. Ms. Mles noted that AS 24.60 requires Legislative
Fi nanci al Disclosure statenents fromall 60 legislators, the
5 public nenbers of the legislative ethics conmttee and
three legislative directors; AS 39.50 requires Public
Oficial Fi nanci al Disclosure reports from over 2000
executive branch and nunicipal officials, and candi dates for
state and nuni ci pal office.

Ms. Mles observed that these statutes are not exactly
alike. They differ in three significant ways. Legi sl ators
are required to disclose dollar anmounts for sources of
income and loans that have a substantial interest in
| egi slative, admnistrative, or political action. No such
requi renment exists under AS 39.50. State officials are not
permtted to have outside enploynent of that nature. Under
AS 39.50, filers must report all gifts of nobre than $250
except gifts from famly. Legi sl ators, | egi sl ative
directors, and the legislative ethics conmttee nenbers file
gi ft disclosure under AS 24.60.

This section mandates the Commission to mx apples and
oranges to provide one form to cover filing under two
separate | aws. The result of this mandate is likely to
cause substantial confusion to the over 2000 filers under AS
39. 50.

In Section 5 (page 6, line 6) the bill anmends the canpaign
di sclosure law to conform with an amendnent to |egislative
ethics in section 7 (p. 10, line 31). Ms. MIles concluded

that the effect of this anmendnent to the canpai gn disclosure
law wi |l permt legislators and | egislative enpl oyees to use
public resources in canpaign activities to support of or
oppose bal | ot questions concerni ng constitutional
anendnent s.

Under current law, public officials are currently permtted
to conmuni cate on ball ot questions when the comrunications
are made in the usual and customary performance of the
official’s duties. M. Mles explained that this neans that
a legislator has the right to advocate for a ballot
question, particularly one concerning a constitutional
anendnent. Legislators could appear before the chanber of
commerce, state their position in milings to their
constituents.

V5. Mles maintained that legislative wuse of public

resour ces to conduct constitutional anmendnent bal | ot
guestions canpaigns is likely to attract public inquiries
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and conpl aints. Persons on the opposing side of
constitutional anmendnent ball ot questions will probably have
concerns regarding this issue and may even pursue public
funds for equal treatnment. Ms. Mles stated that if this
| anguage [were renoved] from the canpaign disclosure |aw,
but retained under the legislative ethics law, then "it is
our opinion that we would all be on the same page".

Ms. Mles noted that section 6 (page 7, line 6) renoves
polls that are limted to i ssues and do not nanme a candi date
unless the poll was designed primarily to benefit or was
requested by a candidate. Canpaigns pay for polls that they
issue. |If sonmeone else issues a poll and provides it to the
candidate in order to influence the outcone of that
candidate it wuld be considered a contribution. This

provision will permt currently prohibited entities (other
than | obbyists) to provide polls to individual candidates.
Adm nistrative costs will result as the Comm ssion wll be

put in the position of determining the source and the
“intent” of polls when nenbers of the public or opposing
candi dates nmake inquiries or file conplaints.

Ms. Mles discussed section 7 (page 8, line 1), which
provides an exenption from the definition of expenditures
for “comrunications with a value of $500 or less a year on
any subject nade by a corporation.” She observed that the
Comm ssion is confused regarding current admnistrative
regul ati on [AAC 50.25], which provides that a business,
corporation, trade association, | abor union or other
organi zation that are not organized primarily to influence
elections my communicate directly wth its nenbers,
enployees or their famlies, on any subject, if the
comuni cation is of the sanme format used by the organization
when conmmunicating on non-political subject. She observed
that tel ephone trees, newsletters and email may be used. As
|l ong as the communi cation does not solicit contribution or
any action other than voting for or against a candidate or
ball ot question it would not considered to be regul ated by
the canpai gn disclosure |aw. The | anguage on page 8 changes
this provision. These comunications would now be an
expenditure and would be limted to $500 dollars a year. She
gquestioned if the intent is to override the regulation.

SUZI BARNETT, ADM NI STRATOR, SELECT COW TTEE ON LEG SLATI VE
ETH CS, ANCHORAGE testified via tel econference. She pointed
out that |anguage regarding the issuance of newsletters
appears on page 7 and 9. There are provisions in the Ethic
Code that reference canpaign periods. One is a canpaign
period of 45 days prior to an election. The other provides a
90-day period for mass mailings from other than office
accounts. She explained that the use of a specific day, such
as July 15 could be problematic when there are special
el ections. The Ethic Code references the nunber of days
prior to an election. Mass nmmilings that talk about a
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candi date and use funds other than office allowances, such
as | eadership, council, finance funds are restricted to 90
days prior to an election.

Representative John Davies explained that he wanted to
restrict the use of office accounts for newsletters prior to
an election that a person running for office would be
standing in without restricting the use of newsletters prior
to a special election or a ballot issue. He felt that the
use of a newsletter prior to special elections on issues
woul d be appropriate as long as it is in the sane fornat
normally used to communicate with constitutions and one
outcone was not advocated over another. M. Barnett agreed
that there would not be a concern if the |egislator was not
a candidate in the el ection.

SB 103 was heard and HELD in Commttee for further
consi der ati on.

#

ADJ QURNIVENT

The neeting was adjourned at 4:25 p. m
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