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HOUSE BI LL NO. 109

"An Act relating to the requirenent for candidates, groups,
| egislators, public officials, and other persons to submt
reports electronically to the Alaska Public Ofices Comm ssion;
relating to disclosures by legislators, public nenbers of the
Select Commttee on Legislative Ethics, legislative directors,
public officials, and certain candidates for public office
concerning services perforned for conpensation and concerning
certain incone, gifts, and other financial matters; requiring
| egi sl ators, public nenbers of the Sel ect Committee on
Legislative Ethics, legislative directors, public officials, and
muni ci pal officers to make certain financial disclosures when
they leave office; relating to insignificant ownership interest
in a business and to gifts from | obbyists for purposes of the
Al aska Executive Branch Ethics Act; relating to certain
restrictions on enploynment after Ileaving state service for
purposes of the Alaska Executive Branch Ethics Act; and
providing for an effective date."
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BILL: HB 109
SHORT TI TLE: DI SCLOSURES & ETHI CS
SPONSCR( S): RULES BY REQUEST OF THE GOVERNOR

01/ 25/ 07 (H) READ THE FI RST Tl ME - REFERRALS

01/ 25/ 07 (H STA, JUD

01/ 30/ 07 (H) STA AT 8: 00 AM CAPI TOL 106

01/ 30/ 07 (H) Heard & Hel d

01/ 30/ 07 (H M NUTE( STA)

02/ 03/ 07 (H STA AT 10: 00 AM SPEAKER S CHAMBER
02/ 13/ 07 (H STA AT 8: 00 AM CAPI TOL 106

02/ 13/ 07 (H <Post poned Pendi ng Subcommittee Report>
02/ 15/ 07 (H) STA AT 8: 00 AM CAPI TOL 106

02/ 15/ 07 (H <Post poned Pendi ng Subcomittee Report>
02/ 20/ 07 (H STA AT 8:00 AM CAPI TOL 106

02/ 20/ 07 (H) <Post poned Pendi ng Subcomm tt ee Report >
02/ 22/ 07 (H STA AT 8: 00 AM CAPI TOL 106

02/ 22/ 07 (H) Heard & Hel d

02/ 22/ 07 (H) M NUTE( STA)

02/ 27/ 07 (H STA AT 8: 00 AM CAPI TOL 106

02/ 27/ 07 (H) Heard & Hel d

02/ 27/ 07 (H M NUTE( STA)

03/ 01/ 07 (H STA AT 8: 00 AM CAPI TOL 106

03/ 01/ 07 (H) Heard & Hel d

03/ 01/ 07 (H M NUTE( STA)

03/ 03/ 07 (H STA AT 10: 00 AM CAPI TOL 106

03/ 03/ 07 (H) Moved CSHB 109( STA) Qut of Conmittee
03/ 03/ 07 (H M NUTE( STA)

03/ 07/ 07 (H STA RPT CS(STA) NT 3DP 1NR 3AM

03/ 07/ 07 (H) DP: ROSES, DOLL, LYNN

03/ 07/ 07 (H NR:  JOHANSEN

03/ 07/ 07 (H) AM  JOHNSCON, COGHI LL, GRUENBERG

03/ 19/ 07 (H) JUD AT 1: 00 PM CAPI TOL 120

03/ 19/ 07 (H Heard & Held

03/ 19/ 07 (H M NUTE( JUD)

03/ 20/ 07 (H JUD AT 1:00 PM CAPI TOL 120

03/ 20/ 07 (H Heard & Held

03/ 20/ 07 (H) M NUTE( JUD)

03/ 21/ 07 (H JUD AT 1:00 PM CAPI TOL 120

03/ 21/ 07 (H Heard & Held

03/ 21/ 07 (H) M NUTE( JUD)

03/ 22/ 07 (H JUD AT 1:00 PM CAPI TOL 120

W TNESS REG STER
MEGAN KRUZI CK
Ni ni I chi k, Al aska
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PCOSI TI ON  STATEMENT: Provided comrents regarding proposed

Amendment 24 to HB 109.

EARTHA FI ERRO
Wasill a, Al aska

POSI TI ON  STATEMENT: Provided comments regarding proposed

Amendment 24 to HB 109.

DANI EL CHAPPELL
d ennal | en, Al aska

PCSI TI ON  STATEMENT: Provided comrents regarding proposed

Amendment 24 to HB 1009.

HEI DI DRYGAS, Ceneral Counsel

Publ i ¢ Enpl oyees Local 71

Al aska District Council of Labors

Anchor age, Al aska

PCSI TI ON  STATEMENT: Testified in support
Amendnent 24 to HB 109.

JOHN FARLEI GH

Anchor age, Al aska

PCSI TI ON  STATEMENT: During discussion of HB
coment s.

PAUL D. KENDALL

Anchor age, Al aska

POSI TI ON  STATEMENT: During discussion of HB
conment s.

REPRESENTATI VE PAUL SEATON

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Provided comments and
guestions during discussion of HB 109.

DAVID G SHAFTEL, Attorney at Law
Anchor age, Al aska
POSI TI ON  STATEMENT: During discussion of HB

of pr oposed

109, provided

109, provided

responded to

109, provided

comments regarding blind trusts and responded to questions.

DAN WAYNE, Attorney

Legi sl ative Legal Counsel

Legi sl ati ve Legal and Research Services
Legi slative Affairs Agency (LAA)
Juneau, Al aska
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PCSI TI ON  STATEMENT: As the drafter, provided comments and
responded to questions during discussion of HB 109.

BROCKE M LES, Director

Al aska Public O fices Conm ssion (APQOC)

Department of Adm nistration (DOA)

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided comments and responded to
questions during discussion of HB 109.

REPRESENTATI VE MARK NEUMAN

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Provided coments and responded to
guestions during discussion of HB 109.

TAMARA COCK, Director

Legi sl ative Legal and Research Services

Legi sl ative Affairs Agency (LAA)

Juneau, Al aska

PCSI TI ON STATEMENT:  Responded to questions during discussion of
HB 1009.

ACTI ON NARRATI VE

CHAI R JAY RAMRAS called the House Judiciary Standing Conmmttee
neeting to order at 1:09:13 PM Representatives Hol nes,
G uenberg, Dahlstrom Coghill, Lynn, and Ranras were present at
the call to order. Representative Sanuels arrived as the
meeting was in progress. Representative Gardner was also in
at t endance.

HB 109 - DI SCLOSURES & ETHI CS

1: 09: 35 PM

CHAI R RAMRAS announced that the only order of business would be
HOUSE BILL NO 109, "An Act relating to the requirenent for
candi dates, groups, legislators, public officials, and other
persons to submt reports electronically to the Al aska Public
Ofices Commission; relating to disclosures by |Ilegislators,
public menbers of the Select Commttee on Legislative Ethics,
| egislative directors, public officials, and certain candi dates
for public office concerning services perforned for conpensation
and concerning certain inconme, gifts, and other financial
matters; requiring legislators, public nenbers of the Select
Commttee on Legislative Ethics, legislative directors, public
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officials, and nunicipal officers to make certain financial
di scl osures when they |eave office; relating to insignificant
ownership interest in a business and to gifts from | obbyists for
pur poses of the Al aska Executive Branch Ethics Act; relating to
certain restrictions on enploynent after |eaving state service
for purposes of the Al aska Executive Branch Ethics Act; and
providing for an effective date." [Before the conmittee was
CSHB 109( STA), as anended. ]

CHAI R RAMRAS, referring to Anendnment 24, said that he doesn't
feel that HB 109 is the proper vehicle with which to address the
i ssue of nepotism Anmendnent 24, |abeled 25-GH1059\0 24, Wayne,
3/ 20/ 07, read:

Page 27, following line 26
Insert a new bill section to read:
"* Sec. 41. AS 39.52.910 is anended by adding a new
subsection to read:
(d) Nothing in this chapter
(1) supersedes AS 39.90.020; or
(2) precludes a person from being in an
enpl oynment relationship with a nenber of the person's
imrediate famly if the person
(A) does not supervise the imrediate famly
menber; or
(B) supervises the imediate famly menber
but exercise of the supervision is only routine; under
t his subparagraph, supervision is routine only if, as
to a decision that requires the person's exercise of
i ndependent judgnment, the person my not act or
recommend the famly nenber's

(1) appointment to enploynent, including
hiring, transferring, laying off, and rehiring;

(1) di sci pli ne, i ncluding suspension
di scharge, denotion, and issuance of witten warnings;
or

(1it) gri evance adjudication, including
responding to a first |evel grievance under a

col | ective bargaining agreenent."”
Renunber the followi ng bill sections accordingly.
Page 28, |ine 11:

Del ete "secs. 42 and 43"
| nsert "secs. 43 and 44"
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REPRESENTATI VE DAHLSTROM expressed a wllingness to assist in
creating a specific bill pertaining to the issue of nepotism
shoul d the anmendnment be w t hdrawn.

REPRESENTATIVE LYNN opined that [HB 109] should address
nepotism and that many constituents are awaiting a resolution

on this issue. Due to the pending passage of the bill, and the
timeliness of the issue, he said he is declining to withdraw his
anendnent pending further discussion. He stated, "I think it's

a good anendnent."

CHAIR RAMRAS offered that it <could affect the bargaining
abilities of wunions, and suggested that it my not be in the
best interest of those organizations to have it addressed as an
anmendnent to this bill.

1:14: 40 PM

MEGAN KRUZI CK relayed that she worked for two seasons as a
"fighter," out of the Soldotna Departnent of Transportation &
Public Facilities (DOT&PF) office. However, when called back to
work for the 2005 season, upon her arrival at the office she was
told that she was ineligible for activation due to nepotism
She reported that after pursuing the chain of command within the
departnment, she filed a grievance with her union. A year of
arbitration ensued, resulting in a ruling against her claim her
enpl oyment was consi dered nepotism  Having expected to continue
with the union and maintain her seasonal job with the state,
this disruption of service caused unexpected repercussions in
her life, which she recounted. The ruling was nmade because her
father also works for the state; however, she assured the
commttee that her enploynent was not due to favoritism since
she went through the sanme process as any other applicant. As a
dues-paying nenber of the union, she said she feels that she
shoul dn't be punished sinply for having a relative who also
works for the state. She said that she would appreciate being
able to work for the state again.

CHAI R RAMRAS asked if she is currently eligible for rehire with
t he state.

M5. KRUZI CK said that although she has been call ed back, she has
al so been told again that she nmay not work because of nepotism
and so she remains uncl ear about her eligibility.

1:17: 53 PM
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EARTHA FI ERRO descri bed her history of working for three seasons
with the state, passing the test to beconme a pernanent enpl oyee,
and, in 2005, being told that she would not be able to be hired
as a pernmanent enployee due to nepotism - she has an aunt who
works for the state. She said she was infornmed that she could
decline her pronotion and continue working as a non-permanent
enpl oyee, though she was also told that she would not be able to
work for the season based on a freeze that was i nposed.
Recently, however, she has been offered a [non-permanent]
position in Fairbanks, but as a Wasilla resident, she is unable
to accept the position.

1:19: 24 PM

DANI EL CHAPPELL said that he has worked for 17 years for the
DOT&PF, out of Tazlina, and that he'd recently requested a
transfer to the maintenance and operations section (M&O, but
was deni ed because his long-term "girlfriend" works in the MO
adm nistration office. The denial was cited as nepotism and it
was suggested that his girlfriend <could possibly alter

ti mesheets or manipulate schedules for his benefit. He
characterized this as a rude affront to his girlfriend s ethical
behavi or. Neither would it be possible, he reported, as it is
the foreman who has the authority of overseeing the tinmesheets
and managing the work schedules. The result is that he is
continuing to work in the position which he has held for so many
years. He read the letter from his supervisor, which indicated

that al though he exceeds qualifications and holds seniority, he
cannot be offered the operator position due to the relationship
between him and his girlfriend; they may not both work in the
M&O section. He pointed out that this would have been a |latera
position change, with no financial gain. After so many years of
ethical, commtted work, he said that he feels that he has been
shor t changed.

REPRESENTATI VE LYNN asked for information regarding the area
served by the DOT&PF office in Tazlina, the population of that
area, and the specific job titles that he and his girlfriend
hol d.

MR. CHAPPELL responded that the service area enconpasses Tok,
d ennal | en, Val dez, Paxson, and Nel china. I ncl udi ng the Copper
Ri ver Basin, the population is approximtely 3,500 people. He
reiterated that his girlfriend is an M&O adm nistrative clerk

and he works for Statew de Equi pnent Fleet (SEF); although they
would be working in the sane building, they would work for
different bargaining unions; he is with Public Enployees Loca
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71, and she is with the Alaska State Enployees Association
(ASEA) .

1:26: 24 PM

HEl DI DRYGAS, GCeneral Counsel, Public Enpl oyees Local 71, Al aska
District Council of Labors, stated support for Amendnent 24,
stressing that as previously testified to, the current Al aska
Executive Branch Ethics Act is preventing state enployees from
having appropriate job opportunities, though it in no way

affects or restricts the wunions' bargaining abilities. She
acknowl edged that there may be sone confusion regarding what
Amendrment 24 will address. The state workers represented by

Local 71 are enployees under the executive branch, working for
the administration in the various departnents; thus the Al aska
Executive Branch Ethics Act governs each of these positions.
She st at ed:

This anmendnment wll restore the |ong-standing policy
that would prevent famly nenbers from supervising
ot her famly menbers, but would allow working
rel ati onships between famly nenbers as long as
neither one is a supervisor of the other. It
addresses |ower-level, non-supervisory enployees, and
not md- or upper-level managenent. ... W have no

problem with preventing famly nmenbers from working
together when one is a supervisor over the other.
[Currently, however,] ... two flaggers [for exanple]
aren't able to work together on the sane crew, because
they're famly nenbers, even though they're the sane
wage grade, [and] neither one of them has authority
over the other. ... This anmendnment would fix that
pr obl em

M5. DRYGAS opined that it is not the intent of the Al aska
Executive Branch Ethics Act to prohibit this type of benign
situation between "everyday working folks," wherein many tasks
are routine in nature and are governed by the collective
bar gai ni ng agreenent or approved by a supervisor.

M5. DRYGAS referred to the attorney general's March 2005
menor andum and poi nt ed out t hat it anal yzed
supervi sory/ subordi nate rel ationships. The policy change, which
this menorandum caused, has had a significant inpact on snal

comunities. She stressed the need to review the |anguage of
the Al aska Executive Branch Ethics Act in order to gain a clear
understanding of the intent. She opined that what is being
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carried out by current policy is not in response to actual
"substantial and material conflicts" as set forth in the
original Act, but 1is instead causing a problem for these
enpl oyees, and Anendnment 24 will rectify the situation.

1: 31: 34 PM

JOHN FARLEI GH rel ayed that a section of a previous version of HB
109 appears to be mssing in CSHB 109(STA). He described the
section and stressed the inportance of having it included in the
bill.

CHAI R RAMRAS affirmed that the issue has been previously dealt
with via an anmendnent, and thanked M. Farley for his comments.

1: 33: 37 PM

PAUL D. KENDALL directed the committee's attention to his letter
of January 4, 2007, included in nenbers' packets. He opi ned
that the issue [of ethics] has becone very conplex and perhaps
beyond the average person's ability to conprehend. Referring to
his letter, he said:

It has beconme common know edge to us, the general
citizenry, that many of those to whom we have conveyed
the "highest honor in the land" are failing us in
their representations of our public's business affairs
and matters, thereby jeopardizing our general welfare,
safety, well-being, and the pursuit of happiness. The
time has come for wus citizens to inpose a higher
standard of expectations and performances from our
public servants' behaviors. And in order to achieve a
greater degree of responsible, honest, fair, and
truthful conduct, we nust declare, design, and inpose
a hi gher magni tude of penalty.

W nust give our jury systemthe latitude - discretion
- to nake the final determ nation of a description of
a public servant's deeds as either "Honorable Conduct”
or "Less than Honorable Conduct,” along wth the
severest penalties, fines, and actions so as to stop
the continuing nalaise of corrupted conduct by our
public servants. If we do not protect and establish
integrity and value for the fundanental I|aws that
govern our society, and hold accountable those who
[we] elect to represent those values and us wth
"Honorable  Conduct, " then we have in essence
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underm ned our entire ... legal system and the very
fabric of our society.

W nust in all fairness set a bar and a standard that
gives a clear and obvious forewarning and notification
that any public servant who betrays the full faith and
trust of the general citizenry will pay a heavy and
just price with short and long term inpacts and
consequences in an expedient manner of trial and
sent enci ng. How can we hold to accountability the
common crimnal for an inpact born out of an act of
desperation while we let those who represent the
hi ghest |aw and honor of the land go nearly scot-free
for an act of unmtigated greed and self indul gence
with inpacts far beyond what the individual crimna
m ght do?

In closing, | believe that time is of the essence or
at least at hand for us today to end this historical
continuing and ongoing, betrayal of the public's
conveyances of their full faith and trust in our
public | eadership. | realize that | have focused
primarily on our need to and neans of judgnent and
penalties here in this witing, because we have to
begin our work on those foundational aspects to begin
correcting our political representations,
i nfrastructure, and process. Those fundanent al
aspects being the establishnent of cl ear and
nmeani ngful reward and punishment for one's actions.
: This goes to reference the Act relating to
canpai gn fi nanci ng.

1: 38: 24 PM
CHAI R RAMRAS cl osed public conment for the day on HB 109.

CHAIR RAMRAS reiterated his belief that the change proposed by
Amendnent 24 should not be in HB 109. He said that in speaking
with John Bitney, legislative |iaison for Governor Palin, he has
recei ved assurance that the admnistration will circulate a new
opinion on how frontline mnagenent should interpret the
nepotism rule, thereby addressing the problens referred to by
Ms. Drygas. He assured the conmittee that he wll followup
with the executive branch to ensure that such action has taken
place during the next two weeks, and encouraged interested
parties to call his office for updates.
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REPRESENTATI VE LYNN opined that given the need for people to
earn a |living wth appropriate ethical statutes inposed,
Amendnent 24 and HB 109 is the neans by which this should be
addr essed.

1:41:56 PM

REPRESENTATI VE PAUL SEATON, Al aska State Legislature, offered
that the current statute pertaining to blind trusts 1is

problematic due to its generality. Wth this in mnd, he has
been making an effort to "clean up" the blind trust statute and
make it available to administration officials. He provided an
exanple wherein an official, such as the comm ssioner of

revenue, may hold assets and receive inconme from stocks and
bonds; the conm ssioner nay then be required to take action on
issues regarding the investnment field, and this could pose a
conflict. He explained that a blind trust could allow greater
participation by people serving in high-ranking positions wth
the State because their marketable assets could be placed in a
blind trust. He opined that [Section 32] clearly defines what
constitutes marketable assets, and said it is expected that the
trust would be managed by a trustee who would be required to
prepare the taxes and either file themor report the gross total
to the owner of the trust for filing. A sealed report of the
trust would be provided to Alaska Public Ofices Conmm ssion
(APOCC), and if a relevant accusation was subsequently raised,
the APOC would break the seal and release the pertinent
i nformation.

REPRESENTATI VE COGHI LL, in response to a question, relayed that
his intention is to delete that |anguage [Section 32] should the
House Judiciary Standing Conmittee not find sufficient reason to
retain it.

REPRESENTATI VE DAHLSTROM asked how a trust owner would know
whet her a blind trust would need to be unseal ed by the APCC.

REPRESENTATI VE SEATON said that the APOC would receive trust
information from the trustee, and, then, should accusations
arise involving the blind trust, the owner would need to have
that information in order to defend hinself/herself. If the
accusation requires the unsealing of the blind trust, then it is
no |onger blind. He said that typically the person would be
charged wth actually having know edge about the blind trust and
taki ng actions or making decisions that would benefit the trust.

1:51: 22 PM
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DAVID G SHAFTEL, Attorney at Law, after indicating that he
specializes in the field of trust law, reported that he and his
col | eagues have reviewed [Section 32], current statute, and "the
federal blind trust form" and relayed his understanding of the
purpose of blind trusts and how they m ght be used under HB 109.
He suggested that the federal form could be of assistance in
developing a thorough blind trust statute because although
[ Section 32] was nodel ed after New Jersey law, the federal form
requires that certain issues be addressed. | ssues such as
protection for and flexibility of the trustee - he/she would be
held to a standard of good faith and ordinary diligence but
otherwise could not be sued for the way he/she manages the
trust; inconme tax reporting - the trustee should only be
providing the trustor with basic information, and the trustor
shoul d be responsible for actually reporting his/her income and
capital gains/losses; quarterly reporting by the trustee to the
trustor; cash distributions from the trust; and annual
certificates of conpliance fromthe trustee.

MR. SHAFTEL, in response to comments, relayed that the |ack of
protection for the trustee is a glaring omssion [in Section
32], and that the requirement to have the trustee file the
trustor's personal incone tax return may not even be |egal.

REPRESENTATI VE SEATON pointed out that the New Jersey |aw has
been serving that state w thout repercussions from the Interna

Revenue Service (IRS), and that the DOL has reviewed that |aw
with regard to applicability in Al aska. He suggested that the
word "or" on page 24, line 19, nakes [Section 32] conpliant with
the federal form

REPRESENTATIVE COGHI LL clarified that Alaska statute does
i ncl ude | anguage regarding trusts, regardless that it is genera
and broad. The question to be answered, he opined, is:

When a person is in a conflict situation, because of
investnments they've made, do they recuse [thensel ves]
from the decision and send the decision to sonebody
el se, or do they create this blind trust ... [thereby
creating] a whole other range of questions.

REPRESENTATI VE COGHILL maintained that if a person creates a
blind trust, such action may automatically raise an ethical
guesti on. A "straight-up recusal”™ would be in keeping with the
commttee's enphasis on "bright lines.” He inquired about the
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intent, and necessity, of the |anguage in paragraph (6) of
Section 32 that stipulates that a trust shall be irrevocable.

REPRESENTATI VE SEATON posited that the irrevocability clause
prevents soneone from setting up a blind trust nerely for the
sake of conveni ence. A Dblind trust 1is intended to be
established by soneone who is able to isolate a group of assets
t hat can be set aside while he/she serves in public office.

REPRESENTATI VE COCGHI LL asked under what circunstance would the
APCC have the authority to revoke a trust.

2:05:47 PM

REPRESENTATI VE SEATON described how an accusation could be
| odged, reviewed, and acted appropriately upon by the APCC.

REPRESENTATI VE COGHI LL asked if the APOC should be put in the
position of enforcenent. Currently, the APOCC has been reported
to for disclosure purposes, and this would bring in a new |eve
of authority.

CHAI R RAMRAS observed that the commttee could do one of three
t hi ngs: accept the current |anguage of Section 32; have the
drafter produce a new version [of Section 32] that incorporates
M. Shaftel's recomrendations; or sinply renove Section 32.

REPRESENTATI VE GRUENBERG requested that M. Wayne be provided
the latitude to confer directly with M. Shaftel, or whonever he
mght wish to consult, in order to draft a new version of
Section 32. He expressed confidence that acceptable I|anguage
could be crafted for inclusion in the bill.

REPRESENTATI VE DAHLSTROM asked what the financial threshold is
for establishing a blind trust.

MR. SHAFTEL said that a dollar anobunt is not specified, and
reiterated a description and use of a blind trust. He pointed
out that establishing a blind trust would remain a voluntary
action with the anount included in the trust being left to the
di scretion of the trustor.

REPRESENTATI VE GRUENBERG asked whether Section 32 should be
expanded and nade available to enployees below the [|evel of
deputy conmm ssioner, and whether the federal Act includes
provisions for the trustor to give +the trustee (genera
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directions regarding the type of investnments to mnake. He said
he woul d expect such directions to be nade public.

MR. SHAFTEL, in response to the latter question, stated that it
does not, though the point is well taken, as every fiduciary
will ask that type of direction of an investor.

2:17: 42 PM

CHAI R RAMRAS turned the committee's attention to Anendnent 26,
| abel ed 25- GH1059\ O 42, Wayne, 3/22/07, which read:

Page 19, lines 18 - 26:
Delete all material and insert:

"(2) as to incone in excess of $1,000
received as conpensation for personal services if the
source of the incone is known or reasonably should be
knowh to have a substantial interest in |egislative
adm nistrative, or political action and the recipient
of the incone is a legislator or |egislative director,
the name and address of the source of the incone,
[AND] a statenent describing in detail the nature of
the services perfornmed, the anpbunt of the incone, and
t he approxi mate nunber of hours of services perforned
to earn the incone; additional information regarding
how the inconme was earned nmay [; |F THE SOURCE OF
| NCOVE | S KNOWN OR REASONABLY SHOULD BE KNOWN TO HAVE
A SUBSTANTI AL | NTEREST I N LEGQ SLATI VE, ADM NI STRATI VE
OR POLI TI CAL ACTI ON AND THE RECI PI ENT OF THE I NCOMVE | S
A LEG SLATOR OR LEG SLATIVE DI RECTOR, THE AMOUNT OF
| NCOVE RECEI VED FROM THE SOURCE SHALL] be discl osed; "

REPRESENTATI VE DAHLSTROM made a notion to adopt Anmendnent 26.
REPRESENTATI VE SAMJELS obj ected for the purpose of discussion.
2:19: 06 PM

DAN WAYNE, Attorney, Legislative Legal Counsel, Legislative
Legal and Research Services, Legislative Affairs Agency (LAA

referred to paragraph (2) of Section 26, and said that the
sem colon on page 19, line 20, creates two scenari os. Prior to
the sem colon, the |anguage refers to anyone receiving incone in
excess of $1,000 for personal services, and, following the
sem colon, the l|anguage deals wth someone having the sane
income but addresses the source of the personal services.
Amendnent 26 renoves the semicolon and creates one scenario
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dealing wth instances involving substantial interest in
| egislative, admnistrative, or political action. W t hout
Amendnent 26, soneone who mght be renodeling a legislator's
house, doing work in excess of $1,000, would need to have
hi s/her name and address reported, with a description of the
services performed, despite their disinterest in politica
action.

CHAIR RAMRAS surmsed that this takes a non-retail event and
treats it as a retail event.

REPRESENTATI VE HOLMES expressed a concern that exi sting

requi renents are being |oosened rather than tightened. She
opined that Amendnent 26 would serve to strip the existing
| anguage of accountability. The legislator would be the only
person determning the relevancy of sonmeone's services in
connection with the legislator, and she opined, "I really think
that flies in the face of what the public's been asking us to do
dowmn here, ... to increase transparency rather than reduce

transparency. "

CHAI R RAVRAS offered a scenario involving a car dealer, selling

large ticket items such as a $30,000 vehicle. As a retail
seller, a client's nanme or address would not be required to be
di scl osed. Neither the car dealer, nor soneone |ike hinself,

with restaurant clientele, would be brought to the attention of
t he APCC.

2:24:40 PM

BROOKE M LES, Director, Alaska Public Ofices Comm ssion (APQOC)

Department of Admi nistration (DOA), concurred that under current
law, information about individual clients would not need to be
di scl osed by Chair Ranras. Under Anendnent 26, a fundanental
change will occur, requiring the reporting of the nanmes and
addresses of only those individuals who render conpensation in
excess of $1,000 and are deenmed to have an interest in a
| egi slative, administrative, or political action. As a point of
hi story, she relayed that beginning in 1997, legislators were
required to nanme all income sources over $100; this threshold
was changed in 1997 to $1,000, and a caveat was also added
regarding incone sources who had an interest in |egislative,

adm nistrative, or political activities in Al aska. The vyear
2003 saw this anount increased to $5,000, and in August 2006
the reporting threshold was decreased to $2,000. Thr oughout

these fluctuations, the nanes and addresses of income sources
have al ways been required to be reported.
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2:26:28 PM

REPRESENTATI VE MARK NEUMAN, Al aska State Legislature, noting
that he's spoken to other |egislators about the concerns he has
with the current |anguage of the bill regarding reporting incone
sources, relayed that Anmendnent 26 has been offered as a
possi bl e vehicle with which to address his concern.

M5. MLES suggested as an alternative to Amendnent 26 that the
APCC change the exenption regulations to be nore inclusive so as
to enconpass the needs of the business comunity and thereby
address Representative Neuman's concern

REPRESENTATI VE NEUMAN acknowl edged that that nay be a good
alternative.

REPRESENTATI VE HOLMES said she is synpathetic to the fact that
[existing statutory |anguage] mght create a hardship for
i ndividual legislators and/or their clients, but she has a
problemw th the approach being taken via Amendnent 26.

CHAI R RAMRAS offered his understanding that Amendnent 26 poses
certain problens, and that the APOC could craft regulation that
woul d address the concern raised.

M5. MLES concurred, and suggested that the regul ati ons needed
to be revisited anyway to ensure that they address the needs of
t he busi ness comrunity.

REPRESENTATI VE DAHLSTROM wi t hdr ew Anmendnent 26.

2:32:36 PM

CHAIR RAMRAS referred to  Anendnent 24  [text provi ded
previ ously].

REPRESENTATI VE DAHLSTROM nade a notion to take Anmendnment 24 from
the table. There being no objection, it was so ordered.

REPRESENTATI VE SAMJELS objected [to the notion to adopt
Amendnent 24, originally nmade on 3/21/07].

REPRESENTATI VE LYNN suggested that Anmendnent 24 is intended to
protect the public.
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REPRESENTATI VE SAMUJELS opined that it would be better to address
an issue involving bargaining units via a separate piece of
| egi sl ation, and that Amendnent 24 is not addressing an ethics
i ssue but rather a procedural issue regarding hiring.

CHAIR RAMRAS reiterated that he does not believe that HB 109 is
the appropriate vehicle for the change proposed by Anendnent 24,
and that he has spoken to representatives from the executive
branch regarding the problens with the current nepotism statute
and has been assured that they wll address this issue via
existing admnistrative authority; a new opinion dealing wth
how frontline mnmanagenent should interpret the nepotism rules
ought to elimnate the problens that were brought before the
comm ttee. He again assured nenbers that he would follow up
with the admnistration and will report back to the comittee
wi thin a reasonable period of tine.

2:36:51 PM

REPRESENTATI VE HOLMES said that al though she has great
confidence in the admnistration's ability to fix the problem
wi thout a statutory change it is possible that sonmewhere down
the line the problem could reoccur. She offered her belief that
Amendnent 24 would ensure that action is taken to address the
pr obl em

REPRESENTATI VE DAHLSTROM said she is not convinced that HB 109
is the appropriate vehicle with which to address the problem
raised, and again expressed a wllingness to assist in
devel oping other legislation that would be a nore appropriate
vehi cl e. | f Amendnent 24 as adopted, she remarked, "W are
openi ng ourselves up to a nyriad of other issues ... that should
be dealt with separately ...."

REPRESENTATI VE GRUENBERG argued that the title of the bill
indicates that it is an Act related to ethics and to enpl oynent
and so the topic being discussed is well wthin the subject
matter. Furthernore, Anendnent 24 proposes to alter a provision
of AS 39.52, the Alaska Executive Branch Ethics Act, and
nepotismis at the heart of executive ethics and is central to

the bill. A though the adm nistration has nade a commtnent to
try to fix the problem outlined by the folks testifying today,
there is no assurance that the admnistration will actually do

so. Referring to how nuch of the session has already passed, he
surmsed that if this issue is not addressed right now the
| egislature won't have tine to deal with it either via a late
amendnment to HB 109 or via another bill, and thus the problem
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that the testifiers have been experiencing wll still exist
during the upcom ng construction season.

REPRESENTATI VE GRUENBERG suggested, therefore, that Amendnent 24
be adopted, and, then, if the admnistration is actually able to
address the situation, this provision could be renoved before
final passage of the bill.

A roll call vote was taken. Representatives G uenberg, Lynn
and Holnmes voted in favor of Anmendnment 24. Represent ati ves
Dahl strom  Coghill, Sanuels, and Ranras voted against it.

Therefore, Anmendnment 24 failed by a vote of 3-4.
2:42: 37 PM

CHAIR RAMRAS referred to Anendnent 27, which read [original
punct uati on provided]:

Page 1, lines 4 -5:
Delete "restricting representation of others by
| egi slators and | egi sl ative enpl oyees; "

Page 13, lines 12 - 25:
Delete all material and insert:

Sec. 24.60. 100. Repr esent ati on. A
| egislator or legislative enployee who takes action
for conpensation, other than conpensation by the State
of Alaska, on behalf of another, including but not
l[imted to t el ephone calls and neet i ngs and
appearances at proceedings or neetings, before an
agency, board, or conmmssion of the nunicipal or
executive branch shall disclose to the commttee the
nane of the person on whose behalf the action is
taken, the subject matter of the action taken, and the
body before which the action is taken. The disclosure
shall be made within 48 hours of the commencenent of
the action taken. A legislator or legislative
enpl oyee nmay not take action for conpensation, other
t han conpensation by the State of Al aska, on behalf of
another, including but not limted to tel ephone calls
and neetings and appearances at proceedings or
nmeeti ngs, before an agency, conmttee, or other entity
of the legislative branch.

REPRESENTATI VE DAHLSTROM made a notion to adopt Anmendnent 27.

REPRESENTATI VE COGHI LL obj ect ed.

HOUSE JUD COW TTEE - 18- March 22, 2007



REPRESENTATI VE HOLMES relayed that Anendnent 27 proposes to
replace Section 16, which currently says that a legislator or
| egislative enployee may not represent another person for
conpensation before a municipal, legislative, or executive
branch agency, boar d, or  comm ssi on. She offered her
understanding that the word, "represent” nmeans an action taken
on behalf of another, whether for conpensation or not, including
but not limted to tel ephone calls and neetings and appearances
at proceedings or neetings, and that the definition of the word,
"conpensation” includes salaries, honoraria, and other types of
conpensati on. She opined that because of the broad definitions,
under Section 16, taking action on behalf of another could
include sinply making routine telephone calls +to gather
i nformation, but such activity would be prohibited.

REPRESENTATI VE HOLMES suggested that as currently witten,
Section 16 could keep legislators and | egislative enployees from
being able to do their jobs in the legislature during session
and from doing just about anything during the interim She
referred to a menorandum by the drafter, Dan Wyne, dated
3/21/07, and said that under the replacenent |anguage proposed
by Amendnent 27, Section 16 would sinply require strict
di sclosure within 48 hours of the action in question and would
exenpt the work that is done by a legislator or |egislative
enpl oyee on behalf of a constituent. She added:

It's a hard line to draw, what we do, and this is ny
stab at shining as nuch light as early as possible on

anything that's going on. |'ve heard a lot of people
say in these halls, "You can't legislate ethics." At
the end of the day, | don't care what the rules are

you're going to have people who are going to break
them or you're going to have people who are going to
bend them and you're going to have people who are
going find ways to make unethical choices, and | think
if you can get these things disclosed, any action that

anybody's making - | don't care what profession you're
in - any action that [you have] wth the state,
[you've] got to disclose it wthin 48 hours. Any
interaction you're having, [that' s] in any way

conpensated, with a nunicipal agency, [you' ve] got to
disclose it right away. So there's a lot of attention
paid right away to what's going on

REPRESENTATI VE DAHLSTROM asked whet her, under Anendnent 27,

i f
she went to the nunicipality and applied for a permt on behalf
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of her husband so that he could do work as part of his business,
she woul d have to fill out a disclosure formw thin 48 hours.

REPRESENTATI VE HOLMES indicated that if Representative Dahl strom
and her husband were being conpensated for that work, then, yes,
Representative Dahlstrom would be required to disclose that
i nformati on. However, under the bill's existing |anguage,
Representative Holnmes pointed out, Representative Dahlstrom
woul dn't be able to apply for that permt at all.

REPRESENTATI VE DAHLSTROM acknow edged t hose points.
2:51:21 PM

TAMARA COCK, Director, Legislative Legal and Research Servi ces,
Legislative Affairs Agency (LAA), concurred that there is a
definition of conpensation, and surm sed that the question being
di scussed is whether a part owner of a business is in fact
recei ving conpensati on. She sai d: "I suppose it is at |east
possible that the part owner would be considered to ... be
recei ving conpensation in the form of whatever increase in value
the business has as a result of <carrying on its business
enterprises.”

CHAI R RAMRAS asked what the phrase, "another person” neans. For
exanple, as a business owner, he has to call the Alcoholic
Beverage Control Board ("ABC Board"), and so would his conpany
be considered to be "anot her person?”

M5. COK said that "a person” is defined to include essentially
all legal entities. So when used in statute, the word, "person"
is broader than "individual". In response to questions, she
offered her belief that under the current |anguage of Section
16, Chair Ranras could not call the ABC Board on behalf of the
limted liability conpany (LLC) of which he is a nanaging
menber, because the LLC would be considered to be "another
person".

CHAI R RAVMRAS surm sed that under Anendnent 27, he would sinply
have to report within 48 hours that he called the ABC Board.

M5. COOK concurr ed.
REPRESENTATI VE SAMJELS said he wants to avoid having soneone
hire a legislator sinply because the person is a legislator and

wWill thus be treated differently by the governnent entities with
whom he/ she m ght deal
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CHAI R RAMRAS said that when he calls the ABC Board, he explains
who he is calling as - a legislator or a |licensee.

M5. COOK, in response to conmments and a question, explained that
the existing statutory |anguage applies to legislators and
| egi sl ati ve enpl oyees, as does the |anguage currently in Section
16, regardl ess of whether they are attorneys.

REPRESENTATI VE GRUENBERG, referring to Representative Sanuels's
comment, opined that by following that l|ine of reasoning, a
| egi slator should also be precluded from taking any action
before a governnent entity even on behalf of hinself/herself
because the legislator will be treated differently then too. He
suggested that precluding a legislator from taking action on
behal f of another sinply because the |l egislator m ght be treated
differently is an unreasonabl e approach to take.

3:02: 24 PM

CHAIR RAMRAS opined that Section 16 won't work as currently
witten.

[CSHB 109(STA), as anended, was held over with the notion of
whet her to adopt Amendnent 27 |eft pending.]

ADJ OURNVENT

There being no further business before the commttee, the House
Judiciary Standing Conmittee neeting was adjourned at 3:03 p. m
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