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ACTI ON NARRATI VE

CHAIR BOB LYNN called the House State Affairs Standing Conmmittee
neeting to order at 8:13:01 AM Representatives Roses, Coghill,
Johansen, Johnson, Doll, and Lynn were present at the call to
or der.

HB 305- CAMPAI GN FUND RAI SI NG DURI NG SESSI ONS

8:13:34 AM

CHAI R LYNN announced that the first order of business was HOUSE
BILL NO 305, "An Act relating to canpaign fund raising by a

| egislator, legislative enployee, or candidate for election to
the legislature during a regular or special | egi sl ative
session.”

8:13: 57 AM

REPRESENTATI VE KEVIN MEYER, Al aska State Legislature, presented
HB 305 as prine sponsor. He said the law that prohibits
| egislators from raising noney during service in office should
extend to federal and local law. The proposed | egislation would
make the laws uniform He stated that there is not an effective

date in the bill. In response to a question Chair Lynn, he
confirmed that unless the proposed bill is anended to include an
effective date, no one currently in the legislature would be
af f ect ed. Representative Myer said the bill is essentially

sinple, but may | ook conplicated because of its inpact.
8.17.:20 AM

M KE PAWOMKI, Staff to Representative Kevin Myer, Al aska
State Legislature, testified on behalf of Representative Myer,
prime sponsor, during the hearing on HB 305. He noted that
| anguage was added on page 1, line 14, which would allow for
session or special session to be held outside of Juneau.

8:17: 59 AM

REPRESENTATI VE ROSES offered his wunderstanding that current
statute prohibits any candidate from canpaigning during the
| egi sl ative session, not just incunbents. He noted that there
is information pertaining to a State v. ACLU lawsuit in the
commttee packet. He said he thinks M. Pawl owski has said that
because the lawsuit speaks to the constitutional rights of an
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i ndividual, "the ruling has been that we've sort of overl ooked
what statute is in favor of this |lawsuit."

8:18: 57 AM

REPRESENTATI VE MEYER told Representative Roses he is correct
that "we've been overl ooking that for non-legislators.”

8:19: 35 AM

MR. PAW.OWNSKI referred to a nenorandum from Legislative Lega
and Research Services, dated April 3, 1999, which addresses the

Et hics Act. He stated that the Ethics Act prohibition was
acceptable because it did not apply to non-incunbents. He
cont i nued:

W noticed in reading the existing statute, that the
APQCC provision, which is separate from the Ethics
Code, does apply to both.

MR. PAW.OWBKI, in response to a coment from Representative
Roses, regarding canpaigning, stated that APOC statute applies
only to fundraising. He concluded, "So, a non-incunmbent could

perform any nunber of canpaign activities, but they could not
raise nmoney while the legislature's in session, unless it's
wi thin 90 days and outside of the capital."

8:20: 59 AM

BROOK M LES, Executive Director, Alaska Public Ofices
Comm ssion (APOC), answered questions during the hearing on HB
305. She stated that APOC does not enforce the provisions of AS
15.13.072(d), Dbecause, in its decision, the Al aska Suprene
Court, al though not striking this section from statute,
nullified it by striking a provision that was currently in AS
15. 13.074(c), which called for non-incunbents and incunbents to
have "a legislative tine out." She said it was found that there
was no "state-conpelling" reason for the limtation; therefore,
it was "left to the Select Commttee on Legislative Ethics where

it is appropriate for incunbents.” She concluded, "So, |'d have
to tell you, under advice of the attorney general, it's likely
that even if this bill is passed, the commssion will still not

be enforcing that agai nst non-incunbent candi dates.”

CHAI R LYNN asked, "Well, if they're not enforcing it, should it
be there?"
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M5. MLES replied:

It shouldn't be there. Actually, in past years,

APOCC has suggested that because it's unenforceable,
the provision of AS 15.13.072(d) should be deleted
from the statute. The last tinme the legislature was
set to do that, a huge controversy arose, in that
there was interest in the nmenbers that if you couldn't
apply it to incunbents that |egislators should be able
to canpaign as nuch as they wanted to during session,
too, and there was a nmove to strike it from the
| egislative ethics provisions, which of course, then
caused great controversy and things just stalled.

8:22:41 AM

CHAI R LYNN shared his understanding that while a [non-incunbent]
running for office has the advantage of raising noney through
canpaigning, the incunbent has the advantage of being an
i ncunbent, and those factors bal ance each ot her out.

M5. MLES replied that that has also been her understanding.
She reported that data does not show that a non-incunbent gains
a significant edge during the tinme that an incunbent is spending
in session. Notw thstanding that, she said she thinks the added
| anguage previously highlighted by M. Paw owski regarding the
| ocation in which the legislature is convened in a regular or
speci al session is "probably very positive."

8:24: 07 AM

JOYCE ANDERSON, Adm nistrator, Select Committee on Legislative
Ethics ("the Ethics Conmttee"), said the conmttee has
di scussed canpaigning during a regular or special session and is
"very much in agreenent and nade a reconmendation regarding the
ot her change that's in the |aw" She confirnmed the previous
statement of Ms. Mles that the Ethics Commttee does enforce AS
24.60.031, regarding legislators not canpaigning during a

sessi on. She said there has been past discussion regarding
canpaigning by legislators for any office, and although the
commttee has not officially cone out with an endorsenent, its

menbers feel that there should not be any canpai gni ng.
8:25:42 AM

REPRESENTATI VE ROSES comented that M. Anderson covered the
topic well, and, as a nenber of the Ethics Committee, he agrees
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that a nmpjority of the conmttee nenbers "would like to see it
covering all offices and not just one here currently listed."

8:26:01 AM
REPRESENTATI VE DOLL asked how ot her states handle this issue.

M5. ANDERSON replied that she does not have that information,
but she said she can find out.

REPRESENTATI VE COGHI LL suggested that request be fulfilled by
t he sponsor, rather than asking APOC or the Ethics Conmttee to
conduct that kind of research.

8:27:08 AM

REPRESENTATI VE MEYER deferred to M. Paw owski .

8:27:32 AM

MR. PAW.OABKI offered to conpile that information

8:27:55 AM

CHAI R LYNN cl osed public testinony.

8:28: 02 AM

REPRESENTATI VE JOHANSEN agreed with the need for the bill, but
expressed concern that it is "one nore place in print where the
capital would be sonewhere else in the state.”

8:28:50 AM

REPRESENTATI VE JOHNSON noved to adopt Amendnent 1, which read as
fol |l ows:

Page 1, line 2, follow ng "session":

Insert "; and providing for an effective date"
Page 2, line 4, followi ng "contribution":

| nsert “for the |egislator or | egi sl ative

enpl oyee' s own canpai gn"

Page 2, line 7:
Del ete "candi date or individual"”
Insert "legislator or |egislative enpl oyee"
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Page 2, line 11, through page 3, line 7:

Delete all material and insert:

"* Sec. 2. AS 15.13.074 is anended by adding a new
subsection to read:

(1) Wiile the legislature is convened in a
regular or special legislative session, a |egislator
may not solicit or accept a contribution to be used
for the purpose of influencing the outcone of an
el ection under this chapter unless

(1) it is an election in whhich the
| egi slator is a candi dat e;

(2) the solicitation or acceptance occurs
during the 90 days immediately preceeding [sic] that
el ection; and

(3) the solicitation or acceptance occurs
in a place other than the capital city or a location
in which the legislature is convened in a regular or
special session if the location is other than the
capital city.

* Sec. 3. AS 24.60.031(a) is anended to read:

(a) A [LEGQ SLATOR OR] |egislative enployee may
not

(1) on a day when either house of the
legislature is in regular or special session, solicit
or accept a contribution or a promse or pledge to
make a contribution for a canpaign for nunicipal,
state, or federal office [THE STATE LEG SLATURE];
however, a [LEGQ SLATOR OR] |egislative enployee nay,
except in the capital city or in the location in which
the legislature is convened in regular or special
session if the location is other than the capital
city, solicit or accept a contribution, promse, or
pl edge for a canpaign for nunicipal, state, or federal
office [ THE STATE LEQ SLATURE] that occurs during the
90 days immediately preceding the [AN] election for
that office; or
(2) accept noney from an event held on a
day when either house of the legislature is in regular
or special session if a substantial purpose of the
event is to raise noney on behalf of the [MEMBER OR]
| egi sl ative enployee for [STATE LEG SLATIVE] political
pur poses; however, this paragraph does not prohibit a
[ LEG SLATOR OR] |legislative enployee from accepting
money from an event held in a place other than the
capital city or a location in which the |egislature is
convened in regular or special session if the |ocation

HOUSE STA COW TTEE -7- January 22, 2008



is other than the capital city during the 90 days
i mredi ately preceding an election for public office in
whi ch the | egislative enployee is a candidate [; OR

(3) IN A CAMPAIGN FOR THE  STATE
LEG SLATURE, EXPEND MONEY THAT WAS RAISED ON A DAY
VWHEN EITHER HOUSE OF THE LEG SLATURE WAS [N A
LEQ SLATI VE SESSION BY OR ON BEHALF OF A LEG SLATOR
UNDER A DECLARATI ON OF CANDI DACY OR A GENERAL LETTER
OF INTENT TO BECOVE A CANDI DATE FOR PUBLI C OFFI CE;
HONEVER, THI S PARAGRAPH DOES NOT APPLY TO MONEY RAI SED
IN A PLACE OTHER THAN THE CAPITAL CITY DURING THE 90
DAYS | MVEDI ATELY PRECEDI NG AN ELECTI QV .

* Sec. 4. AS 24.60.031 is anended by adding a new
Subsection to read:
(c) A legislator nay not

(1) on a day when either house of the
|l egislature is in regular or special session, solicit
or accept a contribution or a promse or pledge to
make a contri bution

(A for the legislator's own canpaign for
public office, unless the solicitation, acceptance,
prom se, or pledge occurs in a place other than the
capital city or a location in which the legislature is
convened in regular or special session if the |ocation
is other than the capital city during the 90 days
i medi ately preceding the election in which the
| egi slator is a candi dat e;

(B) for another candidate in an election
for municipal, state, or federal office; or

(C to influence a state ballot proposition
or question;

(2) accept noney from an event held on a
day when either house of the legislature is in regular
or special session if a substantial purpose of the
event is to raise noney on behalf of the legislator's
canpaign for public office; however, this paragraph
does not prohibit a legislator from accepting noney
from an event held in a place other than the capital
city or a location in which the Ilegislature 1is
convened in regular or special session if the |ocation
is other than the capital city during the 90 days
imediately preceding an election in which the
| egislator is a candidate; or

(3) in a campaign for nunicipal, state, or
federal office, expend noney that was raised on a day
when either house of the legislature was in a
| egislative session by or on behalf of a |egislator
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under a declaration of candidacy or a general letter
of intent to becone a candidate for public office;
however, this paragraph does not apply to noney raised
in a place other than the capital city or a location
in which the legislature is convened in regular or
special session if the location is other than the
capital city during the 90 days imredi ately preceding
an election in which the legislator is a candi date.

* Sec. 5. This Act takes effect inmmediately under
AS 01.10.070(c)."

8:29:02 AM
CHAI R LYNN obj ected for discussion purposes.
8:29:09 AM

REPRESENTATI VE JOHNSON spoke to Amendnent 1. He stated his
belief that a |egislator should not be allowed to participate in
a fundraising effort for another candidate for another office
during session, no natter what title the candidate is pursuing.
For exanple, he said he thinks it would be wong if he were to
assist in a fundraising effort for the mayor of his city during

sessi on. The fundraising letters would be going out to people
who have brought legislation to him and it woul d exercise undue
i nfluence on contributors. In response to Chair Lynn, he

clarified that he does not view endorsenents as falling in the
sane category as fundrai sing.

8:31:18 AM

REPRESENTATI VE DOLL noted that she attends a nonthly neeting of
the Denocrat Party in Juneau. At the function, fundraising is
done and checks are nmade out, although not to her. She asked
how such a situation would pertain to Arendnent 1.

REPRESENTATI VE JOHNSON stated that it is not his intention for
Amendnment 1 to affect such a situation. He said he is
specifically addressing "specific fundraising events sponsored
by |l egislators during the session, for other candidates."

REPRESENTATIVE DOLL noted that the capital city throws a
Denocratic Party event every February, and the purpose of the
auction at the event is to serve as a fundraiser. She asked how
that woul d be affected by Amendnent 1.
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REPRESENTATI VE JOHNSON sai d he does believe Arendnent 1 pertains
to that situation; it only pertains to fundraising for a
speci fic candi date. Amendnment 1 is intended to not allow a
| egislator to use his/her office, the name of the office, or the
power of the incunbent to raise funds for another candidate or
bond initiative of any kind during session. In response to a
guestion from Chair Lynn, he said that would not include raising
funds for a political party. However, he said he would not have
a problem wth that, because he does not believe a political
candidate should be raising funds for anyone during a
| egi sl ative session. He stated, "Wien we're in session, we
should be concentrating on the business of the state, and not
advanci ng sone political agenda.”

8:35:17 AM

CHAIR LYNN said he often receives requests for contributions
fromnational offices in his political party.

REPRESENTATI VE JOHNSON said he does not think contributing a
donation to a candidate is the sanme as putting ones nanme on a
fundr ai si ng event.

8:36:12 AM

M5. ANDERSON stated that the Ethics Conmittee issued an advisory
opinion in Decenber, based on the current statute, that said
that during session, legislators are not allowed to put their
name, as host or co-host, on a canpaign fund-raising invitation
in support of a legislative candi date. Legi sl ators are all owed
to endorse the candidate, as long as their nanme remains off of
any canpaign invitation. She said they could certainly put
their nanme on a signature advertisenent that solicits a vote
She said the new | anguage that is being proposed would nmake this
true for federal and nunicipal candidates. She conti nued:

The only thing that isn't in here that you nentioned
happens to be ... a ballot initiative. ... There have
been questions in the past for the Ethics Commttee
regarding what type of work a legislator may do in
relation to a ballot initiative, and what side is the

canpai gning side and  what si de IS nore the
| egi slators' side, which is nore of a policy statenent
- you're ... either ... for it or against it - and

so, you're talking about nore policy issues versus a
camnpai gni ng aspect.
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| haven't had a chance to really |look too closely
at your anendnment, but | think that what's in place
ri ght now woul d cover your concern.

M5. ANDERSON, in response to Chair Lynn, said currently a

legislator is allowed on his/her own tine - not using state
resources - to work on an initiative, gather signatures, and
conduct fundraising. |If this issue were added into the proposed

| egi slation, she observed, than the fundraising aspect would be
renoved fromthose actions that are all owabl e.

REPRESENTATI VE JOHNSON said that is intent of Amendnent 1, to
treat all elections as if they were legislative elections, in
terms of the restrictions that apply.

8:39: 59 AM

CHAIR LYNN asked the sponsor if he would support or oppose
Amendnent 1.

8:40: 08 AM

REPRESENTATI VE MEYER replied that he supports the intent of
Amendnent 1. He said the intent of the bill is "to prohibit any
of us from leveraging our offices to raise noney for our own
el ections or elections of others.” He said he had not thought

much about the initiative process, but can see where soneone
could use his/her office to help raise noney for initiatives,
whi ch he said he does not condone.

REPRESENTATI VE  JOHNSOQN, in response to the sponsor, said
| anguage regardi ng 90 days is included in Arendnent 1.

8:41:16 AM

MR. PAW.OABKI pointed out |anguage on page 2, beginning on |ine
28 [as nunbered on the amendnent], and sai d:

| believe this is very specific that you cannot, for

anot her person, raise noney when ... the legislature's
in session, regardless of the 90 days. So, it is
different than what Joyce was talking about in the
Ethics Committee. Because the provision in the

existing statute would allow that type of conduct
wi thin 90 days of the election.

8:42: 07 AM
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REPRESENTATI VE JOHNSON i ndi cated that he may have m sunder st ood
[the sponsor's] statenent. He clarified that he does not intend
to affect a candidate's ability to canpaign and rai se noney, but
does intend to affect a candidate's ability to raise noney for
sonmeone el se. He said he does not think that would exclude
joint fundraisers, for exanple. He said he agrees with current
law that says only a treasurer can accept noney, and he would
not want to see anyone using his/her incunbent office for

canpai gni ng.

REPRESENTATI VE JOHNSON noted that if Amendnment 1 is adopted, the
proposed | egi sl ati on woul d have an i medi ate effective date.

8:43:35 AM

REPRESENTATI VE ROSES said he has no problem with an inmmedi ate
ef fective date.

8:44: 01 AM

REPRESENTATI VE COGHI LL said he does have a problem with "an
effective date that becomes kind of retroactive." He said there
may be municipal and federal entities that have "already set
things in notion."

REPRESENTATI VE  JOHNSON, in response to a question from
Representati ve Coghi I I, of fered hi s under st andi ng t hat
[ Avendnent 1] would not change existing statute that says funds
can be raised within 90 days of the election, as long as it is
"not in the city where the session's being held."

8:46: 28 AM

MR. PAW.OABKI clarified that the 90-day rule would apply for a
| egislator's own canpaign, but not in a situation regarding a
ballot initiative or fundraising for another candi date.

8.47.07 AM

CHAI R LYNN wi t hdrew his objection to Anendnent 1.

8:47:24 AM

REPRESENTATI VE DOLL objected to Amendnent 1. She said she

believes it is broad, and without further study, she would not
vote in favor of it.
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A roll call vote was taken. Represent ati ves Roses, Johansen,
Johnson, and Lynn vot ed in favor of Amendnent 1.
Representatives Coghill and Doll voted against it. Therefore
Amendnent 1 passed by a vote of 4-2.

8:48: 34 AM
REPRESENTATI VE MEYER, in response to Representative Coghill,
said he has not considered conform ng |anguage, but agreed that

it would be good to do so.

REPRESENTATI VE COGHI LL said he is still trying to figure out how

to create conform ng |anguage. He said it would be wse to
either challenge or agree with the court. He added, "I'm al ways
open to challenging the court, but in this particular case |
think I agree with them" He suggested that the words - "A
candidate or an individual® - on page 1, line 5, could be
changed to, "A legislator or a legislative enployee". In
response to Chair Lynn, he offered his understanding that the
bill had not been referred to any other House commttee. He

said it could be heard in the House Rules Standing Conmttee.

8:50: 58 AM

REPRESENTATI VE DOLL expressed concern regarding the speed at
which the bill was being heard, and she stated that she would
like the coonmttee to discuss whether or not the bill should be

heard by the House Judiciary Standing Conmittee.
8:51:26 AM
REPRESENTATI VE COGHILL said he does not know that making
deci sions under pressure is good reason to send the bill to
anot her commttee of referral.
8:52: 06 AM
REPRESENTATI VE COCGHI LL noved to adopt Anendnent 2, as foll ows:
On page 1, line 5:
Del ete "A candidate or an individual"”
Insert "A legislator or a |egislative enpl oyee”

There being no objection, Arendnent 2 was adopt ed.

8:52:49 AM
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REPRESENTATI VE COGHI LL npved Amendnent 3, to strike the
effective date just adopted through Anmendnent 1.

8:53:10 AM

REPRESENTATI VE JOHNSON obj ect ed. He said, "I think this is one
of those things that may be legal, but isn't right. And any
time we delay enacting ethical behavior or ethical |egislation
we' ve done a disservice to the public.”

REPRESENTATI VE ROSES pointed out that even with an effective

date, the bill still has to continue through discussion of the
House, then the Senate, then be signed by the governor. He
conti nued:

Anybody that would be affected by this piece of

legislation will have plenty of notice to nmke sure
that they don't run afoul of it by the tinme it becones
effective. So, If there's anybody out there

canpai gning now or anybody out there fundraising now
or sponsoring fundraisers for other people, this
certainly would give them plenty of tinme to nake sure
their name was renoved from future activities or
future fundraising nailers or so on.

REPRESENTATI VE ROSES concurred wth Representative Johnson's
statenent that if there is sonething to be fixed, it needs to be
fixed imediately, wthout postponing the effect of what is
trying to be done.

CHAIR LYNN expressed his concern that people or entities may
have acted in reliance of the law as it is today, "and then this
upsets the apple cart."

REPRESENTATI VE JOHNSON said he agrees with Representative Roses'
corments regarding the timng of noving the bill through, and
furthernore, he indicated that another factor in the equation is
that this is a 90-day session. He offered further calcul ations
| eading to the conclusion that it would be two nonths before
people "see this legislation comng,” and 180 days before it
woul d take effect.

REPRESENTATI VE COGHI LL wi t hdrew Anendnent 3.

8:57:37 AM
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REPRESENTATI VE COGHILL noved to report HB 305, as anended, out
of comittee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal notes. There being no objection, CSHB
305(STA) was reported out of the House State Affairs Standing
Comm ttee.

REPRESENTATI VE MEYER said he would be considering conformng
| anguage and, if that task beconmes nore conplicated than
anticipated, would request a hearing of the bill in the House
Rul es Standing Comm ttee.

The comm ttee took an at-ease from8:58:08 AMto 9:03:11 AM

HB 313-G O. BONDS FOR CRI ME LAB

9:03:12 AM

CHAI R LYNN announced that the |ast order of business was HOUSE
BILL NO 313, "An Act providing for and relating to the issuance
of general obligation bonds for the purpose of paying the cost
of a scientific crine detection |laboratory; and providing for an
effective date.”

9:03:32 AM

JOHN GLASS, Deputy Conmi ssioner, Ofice of the Conm ssioner,
Department of Public Safety, presented HB 313 on behalf of the
House Rules Committee, sponsor by request of the governor. He
said he would explain the bill and the reason for it. M. dass
said the current 18,000 square foot crinme lab was built in
Anchorage, 1in 1986, and it serves six scientists and four
support personnel . He offered his understanding that it was in
2006 that the legislature appropriated $4.9 nillion towards a
study to create a new crine |ab. The departnment has used the
nmoney thus far to hire an architectural firm in Anchorage

[ Li vi ngstone Sl oane, 1Inc.]. He noted that the Departnent of
Transportation & Public Facilities (DOT&PF) is on board with the
proj ect. M. dass used sone visual displays set up in the

commttee room He said the departnent exam ned 34 parcels of
land in the Miunicipality of Anchorage on which to develop a new
crinme lab and has chosen one that is a 15.3 acre parcel on Tudor
Road, 2.5 blocks to the West of the current |ab.

MR. GLASS relayed that the architect firmcontracted with a firm
and devel oped a plan for the size of crine |ab needed, which is
bet ween 80, 000-84, 000 to conduct the current crinme |ab business.
He noted that the crime lab services all the nunicipal and state
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agencies in the state, doing finger print and latent print
exam nations and crime scene investigation ballistics.

MR. GLASS stated, "The governor has proposed this bill for one

hundred mllion dollars." He noted that available to testify
are representatives of the departnent, the architecture firm an
engi neer at DOI, and a |ab supervisor. Furthernmore, he noted

that Jerry Burnett was available to answer questions related to
finance.

MR G.LASS, in response to a question from Chair Lynn, said
hopefully the old lab will be refurbished and nade into office
space for the rest of the departnent, perhaps housing the office
that conducts sexual offender registration and the Al cohol
Beverage Control Board, as well as a couple other entities.

9:07: 08 AM

REPRESENTATI VE ROSES suggested that the University of Al aska
Anchorage has a need for l|lab space and the old crinme lab could
nore easily be converted to that use. He asked M. dass if it
woul d cost the same anount of noney to build nore office space
in the anticipated new building than to convert the old lab into
of fi ce space.

MR. GLASS said he does not know what the exact cost would be in
conpari son; however, he tal ked about the high cost of building
| aboratories, because of the type of equipnent that is needed in
t hem

REPRESENTATI VE ROSES said that is exactly why he would not want
to see a lab that has already been built be turned into office
space.

9:08: 13 AM
MR. G.ASS, in response to questions from Representative Coghill

reiterated when the current crine lab was built and that it is
the only lab in the state. He added that it was 1994 when the

first DNA tests were processed in the |aboratory. I n response
to a followup question from Representative Coghill, he said the
| aboratory is short on both |ab space and storage space. He
said the best term to use for a lab that was built for 16
peopl e, but now houses 41, is "conpressed." He described the
small working space of each scientist and stressed the
inportance of a sterile environnent. He said, "Wen they're

working on their studies here, and then they have to nove over

HOUSE STA COW TTEE - 16- January 22, 2008



here and use their conputer that's sitting next to them to do
that work, there is always the fear and danger of cross-
contam nation, which always creates a high risk when it cones
time for court presentations.”

MR. GLASS apol ogi zed that, due to technical difficulties, he was
unable to bring the 43 photos that were just e-mailed to himthe
day before to show the commttee pictures of the overcrowded
state of the |ab; however, he said he could provide them | ater
[ Those photos were subsequently included in the comittee
packet . ]

MR. GLASS, in response to a question from Representative Roses,
confirnmed that the |ab does outsource its toxicology work to the
state of Washington, and it hopes that the new |aboratory wll

all ow the departnment to do that work in house. |In response to a
foll owup question, he said he does not know what the percentage
is of work being sent out of state. Currently, he estimted,
the cost to send that work out is $180,000 annually.

Additionally, the departnment pays travel and expenses for those
scientists in Washington who conme to Alaska to testify in court.

9:11: 48 AM

MR GLASS, in response to a question from Representative
Johnson, said the new building would be approximtely 83,000
square feet in the hopes of avoiding conpression 10 years from
NOw. He said it is unknown what "new science" wll cone along
in the next 20 years. For exanple, he said the current |ab was
built before scientist knew about DNA [testing].

REPRESENTATI VE JOHNSON asked if perhaps the departnment should
consider a 90,000 square foot building, because he said he does
not want the departnment to return with a request for an even
| arger building because it didn't ask for enough to begin wth.
He clarified that he is encouraging growh opportunity.

CHAIR LYNN observed that with increased state popul ation cones
i ncreased crine.

9:13: 38 AM

MR. GLASS assured the comrittee that there is room for expansion
in the proposed |aboratory; the current need is for
approxi mately 50,000 square feet, and the building is designed
at 83,000 square feet. Furthernore, he said the building wll
allow for additions to be nmade as needed in the future, whereas
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the current lab is not suited for additions and has no room to

expand, even if it could. In response to a question from
Representative Johnson, he said the $100 nillion needed for the
facility includes all costs: |laboratory, nove-in costs, and new
equi pnment .

REPRESENTATI VE JOHNSON asked, "So, we're bonding for a nove?"

MR. GLASS reiterated that in the process of building the new

| aboratory, the present equipnent will be noved into it.
9:15: 14 AM
MR. GLASS, in response to Representative Doll, confirmed that

there is only one nedical examner in the state; however, he
offered his wunderstanding that that position is wthin the

Department of Health & Social Services. In response to a
foll owup question from Representative Doll, he said he does not
think the departnent has asked for a lab in the past. He
stated, "I think this is part of the process going back to 2006,
when the initial appropriation for the study and the design

was nmade, | think it's the only request."” He said it is past

time for the request.
9:16:12 AM
REPRESENTATI VE COGHI LL told Representative Johnson that the need

is great in all areas, and expanding one area overl oads others.
He said, "The nedical exam ner is one exanple of those kind of

bottl enecks in our system right now" He expressed his
readi ness to pass the bill out of commttee.
9:17:12 AM

CHAIR LYNN said he thinks "all of wus" strongly support |[|aw
enf or cement . It does not do any good to arrest soneone and not
be able to prosecute hinfher, and part of the process leading to
a conviction is to have evidence that is fair to all parties.

9:17: 32 AM
REPRESENTATI VE JOHNSON stated that he is opposed to bonding;
t herefore, although he supports the project 100 percent, he does

not want to "use a credit card when we could pay for it wth
cash." He stated:
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| understand that we've got a huge account that's
maki ng noney, and everything gets rolled into the
permanent fund or the constitutional budget reserve,
and we save it there, and that's generating revenue.
That doesn't cut it for ne. Unl ess we specifically
offset this hundred mllion dollars sonewhere, that we
can pay those bonds off at a reduced rate, then I'm
not confortable with bonding and indebting our future
for a project that we could pay for today.

9:19:40 AM

JERRY BURNETT, Director, Division of Admnistrative Services,
Depart ment of Revenue, answered questions during the hearing on

HB 313. In response to Representative Johnson's remarks, he
said that in the budget proposed this year by the governor,
there are savings that total billions of dollars. He nentioned
the transportation endowent and close to a billion dollars in
additional direct deposits to the retirenent funds. He noted
that under the Internal Revenue Service (IRS) code, if [the
state] specifically put a hundred [million] dollars into an

account that earned nore than the interest on the bonds, it
woul d have to pay that difference to the IRS.

MR BURNETT conti nued:

By putting the noney in other savings accounts, we're
able to borrow this noney; the | ast [ gener al
obligation (GO] debt that went in the State of Al aska
in 2003, the noney was borrowed at 3.84 percent.
Today, if you were borrowng this noney, it's
sonmrewhere in the 4.5 percent range. The savings
accounts that are being proposed to have noney added
to them are for a different purpose than off-setting
this directly, but they do have that effect. And
t hose savings accounts - if you put noney in the
retirement fund since the history of [the Public
Enpl oyees Retirenent System (PERS)] and [the Teacher's
Retirement System (TRS)] - they've earned over 9
per cent . ... They earned 18.8 percent in the |ast
fiscal year. Today they probably | ost sone noney.

But you have an indirect offset, and it's a matter of
bal ancing through the entire spending plan: debt
savi ngs, and general fund appropriations. And | think
this actually does a very good job of that.
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REPRESENTATI VE JOHNSON said he understands; however, he stated
that part of his concern is that "this should be in the capita
budget." He conti nued:

To stand up and say that the capital budget is cut
when vyou're adding $250 mllion to it, to me is

di singenuous and a l|ittle inaccurate. ... Wen we
ook at this, ... we should understand that we're
adding $100 mllion to the capital budget. And

that's ny point. | understand the offset, and if your

logic held true, we should put every penny in the bank
and offset everything we do by generating that
investment and just start a big fund that we run

everything off of. So, it doesn't hold true all the
way across the board. | know you're thinking it's
maybe a good idea, and it my be, but ... | am not

supportive of bonding our future away."

REPRESENTATI VE JOHNSON said economic indicators show that the
econony wll nost |likely get worse, so he said there is ganbling
going on with noney that the state has at present. I n response
to a question from the chair, he said he brings this point to
the attention of the co-chairs of the House Finance Conmittee
every chance he gets.

9:23:45 AM

MR. BURNETT, in response to Representative Johnson's comment
about ganbling, noted that |ast year, the Departnent of Revenue,
wor ked on the pension obligation bond |egislation, which sets
borrowing at approximately 5.5 percent, conpared to the
predicted borrowing range of 4.5 percent related to HB 313.
During its work on the pension obligation bond I|egislation, he
said, the departnent did "Monte Carlo sinulations" - considering
"every point since markets have existed, and up to about 6
percent interest there is a 99 percent confidence |evel that the
state would not be ganbling. He said, "It's not a nmatter of
| osing noney; it's a matter of you nmaking the responsible choice
of actually putting the other noney in savings. That's really
t he question here."

9:24:49 AM
REPRESENTATI VE JOHNSON said he is intrigued by the fact that the
analysis is called "Monte Carlo." He noted that slot machines

in Las Vegas pay off at 99 percent, "and they don't build those
chandeliers by people that win at slots.”
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9:25:13 AM

REPRESENTATI VE ROSES expressed appreciation for M. Burnett's
havi ng brought up the issue of the obligation bond. He said
this discussion does not differ so nuch from one that was held
several years ago to prepare for an expected serious revenue
shortfall. At the tinme, 50 Al askans gathered together in
Fai rbanks to consider how to |everage the existing noney, and
that consideration was called, "percent of market value" (POM.
He conti nued:

And if there was sone value to spending up to 5
percent of the earnings and leaving the 3 to ... 4
percent and not touching the corpus, this is actually
doing it in the opposite way: we're taking the $100
mllion that we would have spent, and we're going to
invest that at an average [return]. I f you |ook at
the 10-year average return, just from the [Al aska
Retirement Managenent] (ARM Board alone from when |
sat on there, you're talking 8.25 percent over a 10-
year average. And if you go even further out, and
| ook at a 15-year average or nore, we exceed that.
And so, there's only been one period of time in which
the 3-year average went below 8 percent and it was
5.75 [percent]. And so, it's a risk, but it's
certainly a very mnimal risk, and | think it's one
that's worth taking, sinply because you're going to be
able to | everage sone of the debt.

REPRESENTATI VE ROSES asked what kind of penalty factor would be
involved in trying to pay off a general obligation bond early if
that bond was "floated" and the interest rates started to "go
sout h."

9:26: 47 AM

MR. BURNETT, regarding GO bonds, said depending on the structure
of the actual debt sale, the state has a nunber of opportunities

to refund bonds. For exanple, the state could get a |ower
interest rate and sell new bonds. He said it is not necessary
to get a new vote of the public in order to refund bonds. | f
the bonds are not "haul able" - they cannot be paid off early -
the state would borrow the noney, put it into an account, and do
a "defeasenent," which would have the advantage of a |ower

interest rate.

HOUSE STA COW TTEE -21- January 22, 2008



9:27:33 AM

REPRESENTATI VE ROSES offered a translation from M. Burnett's
fi nance | anguage:

You probably couldn't pay it off, but you could set
noney aside and use the earnings from that noney then
to pay off the debt, so that you' re not upside down in
ternms of your ear ni ngs as opposed to your
expendi t ur es.

MR. BURNETT responded that's correct.

9:28:32 AM

MR. BURNETT, in response to a question from Representative
Johnson regardi ng an appropriation shown on page 2, line 17, of
the bill, explained that fiscal notes serve as information "or
[an] appropriation vehicle that goes along with the budget, wth
the bill,"” whereas a specific appropriation does not need to be

in a fiscal note.
9:28: 56 AM

REPRESENTATI VE ROSES noved to report HB 313 out of committee
with individual recomendations and the acconpanying fiscal
notes. There being no objection, HB 313 was reported out of the
House State Affairs Standing Conmtt ee.

9:29: 43 AM

CHAIR LYNN di scussed the upcom ng House State Affairs Standing
Conmi ttee cal endar.

ADJ OQURNNVENT
There being no further business before the commttee, the House

State Affairs Standing Committee neeting was adjourned at
9: 30: 07 AM
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