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ACTI ON NARRATI VE

TAPE 02-54, SIDE A

Nunber 0001

CHAIR JOHN COGHI LL called the House State Affairs Standing
Commttee neeting to order at 8:08 a.m Represent ati ves
Coghill, Fate, Stevens, WIson, Crawford, and Hayes were present
at the call to order. Representative Janes arrived as the

nmeeting was in progress.

HB 531 - ELECTI ONEERI NG COVMUNI CATI ONS/ DI SCLOSURES

[ Cont ai ns di scussi on of SB 363]

CHAI R COGHI LL announced that the first order of business would
be HB 531, "An Act relating to comrunications and elections, to
reporting of contributions and expenditures, and to canpaign
m sconduct in the second degree; relating to disclosure by
i ndividuals of contributions to candidates; and providing for an
effective date.”

Nunmber 0139

JOE BALASH, Staff to Senator Gene Therriault, Alaska State
Legislature, explained that [SB 363, legislation simlar to HB
531] was introduced as an attenpt to try to get sone disclosure
on issue ads. There is a huge gray area in election | aw between
an express ad, in which a supporter opposes a candidate, and [an
i ssue ad], in which sonebody advocates an issue to the public in
the context of the canpaign season. Candi dates' nanes and
i mges get nentioned all the tinme, and if there could just be
sone disclosure on these issue ads, perhaps a little nore |ight
coul d be shed on what's going on.
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Nunber 0228

MR. BALASH acknow edged that sinply requiring disclosure on an
i ssue-based ad provided sonme constitutional problens. The bil
before the commttee [HB 531] is based largely on the MCain-
Fei ngol d or Shays-Mehan bill, which Congress passed recently and
the President signed into |aw. McCai n- Fei ngol d basically says
if an ad identifies a candidate 30 days before a primary or 60
days before a general election, it cannot be run unless it's by
a candidate, a party, or a group.

MR. BALASH nentioned discussions with the Legal and Research
Services Division ("Legislative Legal"), and he indicated that
there is case law - either in the Tenth or the Fourth Crcuit
Court [of Appeals] - that defines a political nmessage as one
that wunanbi guously identifies the candidate. That particul ar
court of appeals struck it down because it was thought to
infringe on one's ability to speak about issues. This bill
takes it one step further than MCai n-Feingold did. It has to
be an ad that directly or indirectly identifies the candidate,
occurs within that w ndow of tinme before an election, addresses
an issue of national, state, or local political concern, and
attributes a position on that particular issue to the candidate
i dentifi ed.

Number 0450

MR. BALASH noted that type of communication was defined as an
expendi ture. So, corporations and unions are not able to nake

those kinds of conmmunications to the public. It has to be a
party, a group, a nongroup entity, or the candidate. An
individual is still able to nake that type of comunication on
hi s/ her own and out of his/her own pocket, independently of any

of those types of entities.

MR. BALASH referred to the 5-15 form He said he thinks this is
the first year the Al aska Public Ofices Comm ssion (APQOC) began
| evying the civil penalties for contributor statenments that
either were not filed or were filed |ate. Senat or Therriault
had asked [the APOC executive director], and she explained a
little bit of the history of this form Basically, as the
canpai gn finance |aws have evolved, the usefulness of the form
has worn itself out as it pertains to candidates or groups wth
these limts. That requirenment was deleted in AS 15.13.080 and
repeal ed and reenacted another section of AS 15.13.040 to nake
it purely an expenditure report instead of a contribution and
expenditure report.
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CHAIR COGHI LL told the conmttee that he took the |anguage from
the latest version in the Senate, and that is what is before the
commi ttee.

Number 0629

REPRESENTATI VE HAYES asked when the information would be out to
the public if the 15-5 formis repeal ed.

Number 0670

MR. BALASH answered that currently a contribution has to be $500
in order to trigger the 15-5 form A great nunber of people
contribute $499; that speaks for itself. If it is a
contribution to a candidate, each candidate is required to
report all contributions and expenditures 30 days before the
primry. The contributions wll show up 30 days before the
primary and then 10 days before and 7 days after and then that
cycle repeats itself for the general election.

REPRESENTATI VE HAYES asked what happens now.

MR. BALASH said that's how the nechanism works now for
candi dates' reporting. The 15-5 is required to be filed within
30 days of the contribution. For exanple, if the contribution
was made on March 1, the candidate would have until April 1 to
file the 15-5 with the APCC. He indicated that information is
on the Web, and it would be the contributions at the $500 |evel.
The formis not required to be submtted for other contributions
up to $499. 99.

Nunber 0844

BROOKE M LES, Executive Director, Alaska Public Ofices
Commi ssion, testified via teleconference. She reviewed the
history of the 15-5 reporting. It has been a conponent of
Al aska canpaign disclosure law since its inception, and it is a
unique requirenent to the State of Al aska. Originally,
contributors were required to file this report when they made a
contribution that was nore than $250. In those days,

contributors could give up to $1,000 to a candidate per cal endar
year, and it was required to be filed within 10 days. Wen the
state undertook canpaign finance reform the 15-5 reporting was

changed: it was increased to be only the $500 contributors and
the tinme period for submtting it was within 30 days. As M.
Bal ash indicated, it is true that when one reviews candidate
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canpai gn disclosure reports, one wll see a nunber of $499
contributions, which is probably because they didn't wish to
have the burden of filing the contributor report. In the past
several years, the comm ssion has becone aware of concerns on
behalf of the candidates that this is an additional burden to
their contributors.

Number 0971

M5. MLES told the nenbers that also wth canpaign finance
reform canme civil penalty for filing [the report] after the 30-
day period. The civil penalty is $50 per day from the date the
report was due until it's received. For several years after
canpai gn finance reform the comm ssion had a noratorium or hold
harmless on any of +the reports that were submtted |ate.
However, the |legislature overrode the governor's veto |ast year
on SB 103, which nade an additional change to the 15-5 reporting
that said a candidate could file the report on behalf of his/her
contri butor. Wth that, the audit conmponent of the 15-5
reporting as it relates to candi dates becane not very workable.
In addition, when the comm ssion reviewed this at its neeting
|l ast March, it no longer wished to maintain the noratorium or
hol d harnl ess. The conposition of the conm ssion has changed,
and the nmenbers were unconfortable not administering the |aw as
witten by the legislature and directed staff to begin after the
effective date, April 16, to assess the civil penalties on a
| ate 15-5.

Nunmber 1098

M5. MLES said to the best of her know edge she doesn't believe
that a civil penalty has been assessed on a 15-5 unless it was
an aggravator in a conplaint action or other substantia
nonconpl i ance.

Nunmber 1123

REPRESENTATI VE CRAWORD i ndi cated that he had talked to former
Senator Tim Kelly - who wote the canpaign finance reform|aw -
who told him that going up to $500 on the 15-5 form was an
oversight; it had not been the intention to leap the lower |imt
of $250. He wondered if Ms. Mles renenbered it that way.

M5. MLES said, absolutely not. 1In fact, it was Senator Kelly's
staff who cane to a conm ssion neeting in Juneau and negoti ated
with them because he wanted to conpletely get rid of 15-5
reporting. At that tine it was negotiated to expand the tine
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period and the anobunt, so it's only the maxi mum contributors and
only within 30 days rather than 10. That was a Senate mmjority

i ssue. She confirnmed that she has a different recollection of
t hat .
Nunber 1226

REPRESENTATI VE CRAWORD told the nenbers that he has an
anmendnent that woul d take the anobunt back to reporting from $250
up to the $500 rmaxi mum He said he thinks that would be nore
di scl osure rather than |ess disclosure. On the 15-5 form there
is a part that says a person did not get that noney - that it
was his/her noney being contributed. It didn't cone from
enpl oyers, parents, or sonebody el se. If the 15-5 formis done
away wth, he said, there wouldn't be anyway to track that.
[ This anmendnent was never offered.]

M5. MLES replied that it's true that there wouldn't be a sworn
statenent by the contributor; however, the requirenment in |aw
remains the sanme, and a candidate is ultimately responsible for
the legality of his/her contribution, as is the candidate's
treasurer.

REPRESENTATI VE CRAWORD suggested that if the 15-5 is no |onger
required, there won't be a place to check the online reporting
to see where contributors have contributed to nunerous
canpai gns; sonmeone would have to go through all the individual
canpaigns to see if one contributor was contributing to 20 to 30
canpai gns.

Nunber 1340

M5. MLES noted that the databases are undergoi ng sone changes,
and searches by contributors' nanes will be accessible.

Number 1362

REPRESENTATI VE STEVENS commented that it seenms to himthat there
is duplication here because both the candidate and contri butor
are required to file this form He wondered if it is truly a
duplication and if it is necessary.

Nunber 1463
M5. MLES agreed it is a duplication of identical information.

It was intended to be filed in its original form by separate
entities: by the candidate or group receiving the contribution
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and by the contributor. Early on, it was a useful audit tool to
t he conm ssion. Al so, in sone cases, it provided information
that was not otherw se avail able because it was prior to 30 days
before a primary or the end of a year, or it was in a period

where other canpaign disclosure reports weren't filed. Once
that requirenent was changed - that in fact the candidate can
file them on behalf of his/her contributors - it does seem to

nmake a |lot | ess sense. Because now the candidates are filing a
15-5 report at the sane tinme they're filing their canpaign
di scl osure report, all the sane information is being filed by
t he sane peopl e.

REPRESENTATI VE STEVENS comented that it seens to be an
unnecessary burden on the candidates. A nore inportant issue to
him is that contributors are often local people who see a
nei ghbor running and want to give sone noney towards the

canpai gn and may not even know the report is due. He said he
thinks it makes it extrenely difficult for an Alaskan citizen
who just wants to help out in a canpaign. It's a good idea to

at | east take the $500 | evel reporting by the contributor out.
Nunber 1583
REPRESENTATI VE W LSON asked about the civil penalty.

M5. MLES explained that the civil penalty provided by law is

$50 per day for each day that a report is Ilate. It is
adm nistered by the comm ssion, although it hasn't been done
[ before]. When a report is received late, the comm ssion staff
sends to the filer a notice of «civil penalty assessnent

expl ai ning how the assessnment was cal culated and the anount of
the assessnent. The person has 30 days to pay the assessnent or
to file an appeal to be heard before the commission to reduce
the civil penalty based on mtigating factors.

REPRESENTATI VE W LSON commented that it sounds like a lot nore
paperwork and tine for the comm ssion.

M5. MLES agreed that the staff wasn't very enthusiastic when
directed to do it.

Number 1700
REPRESENTATI VE CRAWFORD said he'd be happy to do away with the

15-5 altogether if it was available on the Internet so soneone
could look up one <contributor and find out all of the
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contributions in one search, rather than have to go through each
candi date's APCC forns.

M5. MLES comrented that that was certainly the intent of the
comm ssion, and the programmer has been working on it. She
pointed out that it's only fair to say that a |ot depends on
fundi ng support for the online project.

Nunber 1784

REPRESENTATI VE WLSON referred to page 5, |ine 21 and asked what
"fal se factual" neans.

M5. M LES answered that that section of the law is adm nistered
by the Departnent of Law, but she has al ways considered it to be
false information. She noted that the false information is only
about a candidate; ballot issues would not be included, and
they're not in the canpaign disclosure | aw anywhere either. The
canpaign disclosure law only requires that advertisenments and
comuni cations be identified and disclosed but not that they be
factually correct.

REPRESENTATI VE W LSON sai d she thought that ought to be fixed.
The comm ttee took an at-ease from8:35 a.m to 8:36 a.m

CHAI R COGHI LL announced that in case HB 531 takes |onger than
anticipated, he was holding it to the bottom of the cal endar.

HB 371 - ALASKA VETERANS' MEM ENDOWWENT FUND

Nunber 1948

CHAI R COGHI LL announced that the next order of business would be
HOUSE BILL NO 371, "An Act establishing the Al aska veterans'
menorial endowrent fund and providing for <credits against
certain taxes for contributions to that fund; relating to other
tax credits for certain contributions; and providing for an
effective date.”

Nunber 1985
REPRESENTATIVE JAMES nmde a notion to adopt the proposed
commttee substitute (CS) for HB 371, version 22-GH003\C, Cook,

5/7/02, as a work draft. There being no objection, Version C
was before the commttee.
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Number 2030

REPRESENTATI VE JAMES nmade a notion to adopt Anendnent 1, which
read [original punctuation provided, but formatting changed]:

Page 1, Line 1:
After the words "endownent fund", Delete:

"providing for credits agai nst certain t axes for
contributions to that fund; providing that the anount of
each tax credit for contributions to the Al aska veterans'
menorial endowrent fund on amounts that do not exceed
$100,000 is 50 percent and on ampunts that exceed $100, 000
but do not exceed $200,000 is 75 percent; relating to other
tax credits for certain contributions;™

Page 1, Line 8, after the term"*Section 1."
Delete all |anguage from "AS 21.89.070(c) through Page
3, line 1.

Page 3, line 2:
Delete "*Sec. 4."

Page 4, line 13:
Delete all I|anguage beginning with line 13 through
page 9, line 12.

Page 9., Line 13:
Delete: "*Sec. 17."
| nsert: "*Sec. 2."

Page 9, line 20:
Del ete: "sec. 4"
I nsert: "sec.1

Page 10, Line 1:
Delete: "*Sec. 18."
| nsert: "*Sec. 3."

CHAI R COGHI LL obj ect ed.

REPRESENTATI VE JAMES explained that Amendnment 1 takes out the
tax credit provisions in the bill. She said she would do
everything in her power to raise noney for this fund but is not
willing to do the tax credit at this tinme. She noted that the
title would be changed with this amendnent.

Number 2179
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CAROL CARRCLL, Director, Central Ofice, Admnistrative Services
Division, Departnment of Mlitary & Veterans Affairs (DWA),

explained that the tax credit had two sections. The first
$100, 000 allowed 50 percent credit and the second $100,000 in
the original bill allowed 100 percent of that as a tax credit.

The Senate reduced the second $100,000 down to 75 percent tax
credit.

CHAIR COGHI LL asked if there was further objection to Amendnent
1. There being no further objection, Arendnent 1 was adopt ed.

Number 2198

REPRESENTATI VE JAMES noved to report CSHB 371, version 22-
GH2003\C, Cook, 5/7/02, as anended, out of committee wth
i ndi vi dual recomrendations and the acconpanying fiscal notes.
There being no objection, CSHB 371(STA) noved from the House
State Affairs Standing Commttee.

HB 531 - ELECTI ONEERI NG COVMUNI CATI ONS/ DI SCLOSURES

[ Cont ai ns di scussion of SB 363 and HB 177]
Nunber 2224

CHAIR COGHI LL announced that the commttee would resunme the
hearing on HOUSE BILL NO 531, "An  Act relating to
comuni cations and elections, to reporting of contributions and
expenditures, and to canpaign msconduct in the second degree

relating to disclosure by individuals of contributions to
candi dates; and providing for an effective date."”

Nunber 2299

REPRESENTATI VE CRAWORD nade a notion to adopt Anmendnent 1,
whi ch read:

Page 2, line 17:
Del ete "adverti sing"
I nsert "communi cati on [ ADVERTI SI NG "

There being no objection, Amendnent 1 was adopt ed.

Nunber 2375
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REPRESENTATI VE CRAWORD nade a notion to adopt Anmendnent 2,
whi ch read:

Page 4, line 17, follow ng "candi date":
Insert "or proposition, as that term is defined
in AS 15.13.065(c)"
CHAI R COGHI LL obj ect ed.
Nunmber 2460

REPRESENTATI VE FATE asked what inserting "proposition" does to
the intent of the bill.

Nunber 2484

M5. MLES answered that «current law requires all political

comuni cation with respect to candidates or ballot propositions
to be reported. Wth the change in language from
"advertisenent"” to "communication", the specification of ball ot

proposition being included was left off. Amendnent 2, as

proposed, would nake sure that comrunications intended to
influence the outcone of a ballot question are included and
subject to the |aw.

Number 2535

MR. BALASH noted that there nay be a simlar anendnent to this
on the Senate floor [to SB 363, the bill simlar to HB 531].

Nunber 2552

The objection was renoved. There being no further objection,
Amendnent 2 was adopt ed.

Nunmber 2588

REPRESENTATI VE CRAWFORD asked M. Balash to explain "nongroup
entity".

Number 2620

MR. BALASH expl ained that sonme of these statutes appear as if
nongroup entities are not included, and that is because when
Legi slative Legal prepares for the upcomng session, it deals
wth the statutes as they read on the first day of session.
Because HB 177 was vetoed by the governor and then overridden by
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the legislature after session had begun [in 2001], all of the
files and databases Legislative Legal was working from didn't
i ncl ude those changes from HB 177. Instead of Legislative Lega
trying to keep up on the statutes in real tinme, it sinply throws
dowmn a line of demarcation and works from there through the
course of the session. There are statutes in place for the
revisor to deal wth these issues. In no way are nongroups
expected or anticipated to be excluded from any of these
requi renents.

REPRESENTATI VE CRAWFCORD referred to page 4, line 16, and said he
t hought "nongroup entity" should be deleted unless there is a
good reason not to.

MR. BALASH explained that the reason nongroup entities are
excluded in that particular case is due to a U S. Suprene Court
decision [Mlintyre v. Chio Elections Commin] that involved a
situation in Chio where there was a school bond proposition, and
a grandnother wanted to do her part to support the efforts of
the school district to get the bonding neasure passed. She nuade
a flyer and passed it out, but she didn't put a "paid for"
statenent on it. Under Ohio's election laws, she is required to
do that. The ACLU [Anerican Civil Liberties Union] hel ped her
challenge it all the way through the Supreme Court. The Suprene
Court said in that situation, her speech did not in any way pose

a threat or have an appearance of corruption. She wasn't
dealing with a public official, and the comunication was
initiated by her and was also limted - it wasn't a $50,000 ad

canpai gn. The court has said that expenditures that are m nor
in dollar value and are initiated by an individual don't have to
be regul at ed. They can fall under the First Amendnent and get
sone additional protection. The ad has to be placed by a
nongroup entity and cost |ess than $500. He noted that any ad
pl aced in the newspapers around the state or any direct mailings
will cost nore than $500.

Number 2800

REPRESENTATI VE CRAWFORD referred to the exanple M. Balash just
used and asked if "individual" wouldn't cover that. He wondered
if a nongroup entity was |ike Common Sense [for Alaska] and
woul d it be excl uded.

MR. BALASH replied whether or not Commobn Sense for Alaska fits
the definition of a nongroup entity is unclear at this point.
In HB 177, a nongroup entity was defined by a three-part test:
it cannot engage in business, its assets do not belong to any

HOUSE STA COW TTEE -13- May 8, 2002



sharehol ders, and it's not under the influence of business. | f
Common Sense for Alaska wanted to nake expenditures during a
canpai gn season, it wuld have to denonstrate that it 1is
insulated fromthe influence of business.

REPRESENTATI VE CRAWORD said he wasn't sure what a nonentity
group is and how it's defined. He wondered if the District 22
Denocrats, Common Sense for Alaska, or other issue-type groups
are nongroup entities. It seens to himif they're going to be
included in HB 177, they should be included in HB 531.

Number 2903

M5. M LES acknow edged that the commi ssion staff has also been
trying to figure out exactly what a nongroup entity is. She
reported that there are none registered. Previously, there was

a regulation providing for qualified nonprofit corporations to
participate in elections in a manner simlar to individuals but

with the giving power of a group. There was only one
association that had qualified and participated, and that
resulted in a significant anmount of controversy. In the past

| egi sl ative session, HB 177 was passed which changed that and
described a nongroup entity "as a 'person' other than an
i ndi vidual that takes action the mmjor purpose of which is to
i nfluence the outconme of an election and that neets the sane
three-part test described by the court in ACLU v. State of
Al aska followi ng canpaign finance reform That is, they cannot
participate in business activities, they do not have
sharehol ders who have a claim on corporate earnings, and that
they' re i ndependent fromthe influence of business.”

M5. M LES pointed out that under the new guidelines provided in
HB 177, these nongroup entities could register wth the
commi ssion and then have the sane giving power as an individual.
Comm ssion staff doubts there wll be any nongroup activity
because it makes nore sense for these associations to form a
standard political action commttee.

TAPE 02-54, SIDE B
Number 2990

M5. MLES said the political action conmmttee my accept
contributions and then give up to $1,000 to a candidate. These
nongroup entities are snall associations informally conbined
that may wi sh to conbi ne noney and support a candi date. Because
their giving level is only half of that of a political action
committee and their limtations and restrictions are the sane,
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it really wouldn't make sense for soneone to go that route, she
not ed.

Nunber 2965

CHAIR COGHI LL said that pulling [nonentity groups] out in this
anendnent still doesn't change the conundrum

M5. MLES agreed that that issue would still have to be dealt
wi t h.

Nunber 2849

MR. BALASH pointed out that in HB 177, the nongroup entities
consistently throughout the statute are treated in a simlar
fashion to individuals, and that's why they're nmentioned in the
same breath as an individual in this case; that was done
del i berately.

[ Representative Crawford did not offer other anmendnents he had
prepar ed. ]

Nunber 2777

REPRESENTATI VE FATE noved to report HB 531, as anended, out of
commttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 531(STA) noved
fromthe House State Affairs Standing Committee.

ADJ QURNVENT

Nunber 2749

There being no further business before the commttee, the House

State Affairs Standing Commttee neeting was adjourned at 9:04
a. m
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