M NUTES
SENATE FI NANCE COW TTEE
February 7, 2007
9:00 a. m

CALL TO ORDER

Co-Chair Bert Stedman convened the neeting at approxi mately.
PRESENT

Senat or Lyman Hof f man, Co- Chair
Senator Bert Stedman, Co-Chair
Senat or Charlie Huggins, Vice Chair
Senat or Joe Thomas

Senator Fred Dyson

Senat or Kim El ton

Al so Attending: SENATOR HOLLIS FRENCH, DAVE JONES, Senior
Assi stant Attorney General, Opi ni ons, Appeals and Ethics
Section, Cvil Division, Departnment of Law,

Attending via Tel econference: From an offnet |ocation: DAN
WAYNE, Legal Counsel, Division of Legal and Research Services,
Legi slative Affairs Agency.

SUMVARY | NFORVATI ON

SB 19- EXEC. BRANCH ETHI CS: | NTERESTS & ACTI ONS

The Committee heard from the sponsor, the Division of Legal and
Research Services and the Department of Law. The bill was held
in Commttee.

SB 20- LEG SLATI VE DI SCLOSURES

The Committee heard from the sponsor. The bill was held in
Comm ttee.

#SB19
9:01: 32 AM

CS FOR SENATE BILL NO. 19( STA)
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"An Act relating to a public officer's taking official
action regarding, or influencing, a matter in which the
public officer has a personal or financial interest;
prohibiting certain persons from engaging in activity as
| obbyi sts; and defining 'official action' under the Al aska
Executive Branch Ethics Act and related | aw. "

This was the first hearing for this bill in the Senate Finance
Conmittee.

Co-Chair Stedman indicated that a conmittee substitute would be
prepared on this Ilegislation for consideration at a later
heari ng.

9:02:17 AM

SENATOR HOLLI'S FRENCH, Sponsor, testified that this legislation
pertains to ethics of the Executive Branch. The intent is to
provide perinmeters for financial interests held by certain State
enpl oyees in which action by that enployee could inpact those
interests.

9:03: 50 AM

Senat or French outlined the bill, noting that the provisions of
Section 1 outline the actions of a public officer that would not
constitute a violation of public trust with regard to a persona
or financial interest in the matter in which the action was
taken. Section 1 would repeal and reenact AS 39.52.011(b).

9:04: 56 AM

Senator French gave an exanple of a public officer who owns
stock in the IBM Corporation valued at $1 million. This officer
woul d be expected to recuse himor herself from nmaking deci sions
regardi ng the purchase of personal conputers (PC) by the State.
Conversely, decisions on the purchase of Apple Mcintosh (Mac)
conputers would be permtted.

9: 05: 49 AM
Senat or French spoke to the |anguage of subparagraph (2) of AS

39.52.110(b), reading into the record the conditions in which a
personal or financial interest would not constitute a violation.
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9: 05: 58 AM

Senator French pointed out that Al aska Permanent Fund public
officers are charged with making investnment decisions intending
to increase the earnings of the Fund. These officers likely
receive dividends from the Fund and therefore benefit from
i nvest ment deci sions, but because their investnent decisions are
made for the "public good", their activities are permtted.

Senator French also exanpled a public officer who also resides
in Delta Junction and is responsible for decisions regarding the
| ocation of a pipeline. This officer would be allowed to
participate in consideration of Delta Junction as a location
because all residents of the community would benefit. However,
if the officer attenpted to route the pipeline directly through
his property, such actions would be a violation.

9:07:18 AM

Senator French shared that the |anguage of subparagraph (B) of
AS 39.52.110(b)(2), "personal interest is insignificant" would
remai n unchanged from existing statute because the provision
could not easily be detail ed.

9:07: 53 AM

Senator French characterized the provisions of subparagraph (O
as "the real neat of the" conmttee substitute. This |anguage
listed the disqualifying business interests. These itens were
"self explanatory."

9: 09: 04 AM

Senator French then spoke to the provisions of Section 2, which
pertained to the transfer from the public sector to the private
sector, specifically |obbying by fornmer public officers. This
| anguage would increase the State positions subject to the
restrictions. Current statute limted the activities of forner
governors, |lieutenant governors and "head of a principa
departnment in the executive branch." The proposed | anguage woul d
extend the restrictions to apply to deputy comm ssioners,
division directors, enployees of the Ofice of the Governor who
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are in a decision nmaking position and chairs of a State board or
commi ssion that has authority to adopt regul ations.

Senat or French noted that those neeting this criterion would be
prohi bited fromengaging in activity as a |obbyist for period of
one year after |leaving service in the qualifying position.

Senator French enphasized this ban would apply to all | obbying
activities, regardless of whether the topic coincided wth
matters the former public officer engaged in while in State
service. Another provision would prohibit |obbying for a period
of two years on nmatters in which a fornmer public officer was
i nvol ved.

9:10: 52 AM
Senator French stated that the Section 3 would insert |anguage

to AS 39.52.960(14) to broaden the definition of "official
action" to include "performance of any duties in the course and

scope of a public official's enploynment, including review,
advi ce, partici pation, assi st ance, or anot her ki nd of
i nvol venent regarding a matter”. The situation involving forner
attorney general Greg Renkes, br ought attention to the
difficulty in determning official action under existing
statute.

9:11: 33 AM

Co-Chair Stedman noted the use of "public officers" and "public
officials" in the |anguage of the bill. He asked the difference
between the two and whether the use of both was inconsistent.

9:12:40 AM

Senator French deferred to the Departnent of Law. He surm sed
the two ternms were synonynous but was unsure.

9:13: 25 AM

DAN WAYNE, Legislative Legal Counsel, D vision of Legal and
Research Services, Legislative Affairs Agency, testified via
tel econference from an offnet location in Juneau that the term
"public officer" is defined in AS 39.52.200 of the Executive
Branch Ethics Act as "public enployee, nenber of a board or
comm ssion and a State officer designated by the governor to act
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as trustee." "Public enployee" is also defined as "pernanent,
probati onary, seasonal, tenporary, provisional or nonpermnmanent
enpl oyees of an agency in the classified, partially exenpt, or
exenpt service." This does not include governor, |ieutenant
governor and sonme other positions. Conversely, "public officers”
are conprehensively listed in AS 39.50.200 as high ranking
el ected or appointed officials and includes, judicial officers,
appointed or elected nunicipal officers, governor, |ieutenant
governor, departnent heads, nenbers of the board of trustees and
t he executive director of the Al aska Permanent Fund Corporation

and chairs and menbers of a State conmm ssioned board. Further
listing of 58 State conm ssioned boards is provided and
generally relates to those boards and comm ssions that have
authority to adopt regulations. The Alaska State Council on the
Arts, the Board of Parole, the Board of Fisheries, the Board of
Ganre and the Comm ssion on Postsecondary Education are sone
exanpl es.

9:17: 43 AM

Co-Chair Stednan asked if this legislation was consistent in its
use of the term"public officer”

9:17:45 AM

M. Wayne responded that efforts are made for consistency wthin
a bill, but that Ianguage of a bill may not necessarily be
consistent with the chapter in which it affects. The use of the
two terns would be a "policy call"” of the Legislature, as the
meani ngs differ from each other.

9:18:40 AM

Co-Chair Stedman cited subsections (a) and (d) of Sec
39. 52. 180. Restrictions on enploynent after |leaving state
service., which reads as foll ows.

(a) A public officer who | eaves state service nay not,
for two years after |leaving state service, represent,
advise, or assist a person for conpensation regarding a
matter that was under consideration by the admnistrative
unit served by that public officer, and in which the
of ficer participated personally and substantially through
the exercise of official action. For the purposes of this
subsecti on, "matter" i ncl udes a case, pr oceedi ng,
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application, <contract, or determnation, but does not
i nclude the proposal or consideration of legislative bills,
resolutions and constitutional amendnent s, or ot her
| egi sl ative neasures; or the proposal, consideration, or
adoption of adm nistrative regul ati ons.

(d) A fornmer governor, |ieutenant governor, or head of
a principal departnment in the executive branch may not
engage in activity as a |obbyist under AS 24.45 for a
period of one year after |eaving service as the governor,
| i eutenant governor, or departnment head, as appropriate.
This subsection does not prohibit service as a volunteer
| obbyi st descri bed in AS 24.45.161(a) (1) or a
representational |obbyist as defined under regulations of
the Al aska Public O fices Comm ssion.

Co-Chair Stedman was unsure that the provision of subsection (d)
would not "trunp" the provision of (a) thereby allow ng former
public officers to "get around" the restrictions inmposed by the
first subsection.

9:19:35 AM

Senator French agreed to this assunption. The provision of
subsection (d) was a "nore powerful ...blanket prohibition" than
that of subsection (a). Subsection (a) applied to broader
activities than just |obbying, as it would prohibit fornmer
public officers from capitalizing on decisions or actions nade
while in State service. For exanple, a forner public official
who, in that capacity, nade a decision in awarding a contract to
one conpany over another should not be allowed to accept
enpl oyment from the successful conmpany. Such occurrence could
gi ve the appearance of a "payback"

9:22: 02 AM

Co-Chair Stednan indicated he would further review the nmatter,
as he was unsure "that this isn't one of those issues where
there's sone maneuverability."

9:22:15 AM

Co-Chair Stednman next inquired about Ilimtations on | obbying
activities by former legislative staff.
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9:22:28 AM

Senator French noted the |legislation before the Conmttee
pertained to the Executive Branch and suggested for clarity sake
that the discussion be I[imted to Executive Branch officials at
this tine.

9:23: 05 AM

Co-Chair Stedman acqui esced, enphasizing that the matter of
| egi sl ati ve enpl oyees nust be addressed.

9:23:17 AM

Senat or Dyson asked if consideration was given to situations in
which holdings of a public officer were assigned to a "blind
trust” for the period of time that the officer was in public
service. He wanted to know if influence over the previously
acquired "wealth and position®™ of a public official could be
removed to allow that official to undertake public service "with
integrity.”

9:24:21 AM

Senator French responded that permtting such activities would
be a "pure policy call” that he would "leave to the w sdom of
the Commttee". He advised against allowing for blind trusts in
these situations. Blind trusts transfer admnistration and
managenment of assets to an entity other than the hol der of those
assets to prevent the holder from making policy decisions that
could affect the valuation of the assets. Continuing with the
earlier mentioned exanple of a public official who holds |BM
stocks worth $1 million, he stated that control over nanagenent
of those stocks could be relinquished, but the official would
still reasonably assune that a conpetent stock broker would not
trade away those stocks. Therefore, the official would maintain
an allegiance to IBM The official nust decide whether to be an
| BM st ockhol der or take official action on matters pertaining to
conmput er conpani es.

Senator Dyson posed a scenario of a public official considering
oil recovery actions, a technician suggesting a pulp extraction
net hod patented by a certain conpany, and the official realizing
he or she owns stock in that conpany.
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9: 26: 33 AM

Senator French stressed that the public official nust avoid
taking official action with respect to the conpany. The State
enpl oys thousands of people and at |east one of those people
woul d be capabl e of meking a decision on the oil recovery issue.

9:27: 35 AM

Senator Elton asked about the use of the term "principal
departnment” in Section 2.

9:28: 02 AM

Senator French deferred to the Division of Legal and Research
Ser vi ces.

9:28:26 AM
M. Wayne was unsure if the termwas defined in statute.
9:29: 05 AM

Senator Elton, wusing hinself as an exanple, shared that he
participates in the State's Supplenent Benefits System (SBS) and
also owns nmutual funds. He asked that if he were a public
of ficer whether he would be required to total his holdings in a
conpany from both accounts and recuse hinself from actions
pertaining to that conpany if the assets exceeded $1, 000.

9:29: 55 AM

Senator French answered that he would. However, nutual fund
assets are typically commngled and a "positive charge" of
impropriety would be difficult to |evy.

9: 30: 43 AM

Senator Dyson divulged that he has specifically instructed his
stockbroker to not apprise himof the identity of his assets to

avoi d being influenced by these hol di ngs.

9:31:19 AM
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Senator French advised that a determ nation of a violation would
be based on "strict liability" with no "know edge elenent”
considered. A public officer either owns or does not own a
financial interest. This legislation is not directed to "state
of mnd."

9:31: 50 AM

M. Wayne agreed.

9:32:17 AM
M. \Wayne returned to Senator Elton's inquiry regarding
"principal departnent”. The term is contained in Article 3 of

the Al aska Constitution.
9:33: 15 AM

Senator Dyson wunderstood the inplication would be that the
manager of his investnent accounts would be required to notify
him"instantly" to inform himof any changes of stock ownershi p.

9:33:45 AM

Senator French affirnmed. He qualified that the Ofice of the
Governor could be asked the nunber of enployees who woul d nmake
decisions on a daily basis affecting stocks.

9:34:14 AM

Senator Dyson noted a violation of public trust would not occur
unless the provisions of subparagraph (1) and all of the
provi sions of subparagraph (2) of AS 39.52.110(b) apply. He
questioned the possibility that a public officer could fail to
conply with any nunber of the conditions but if as few as one
condition was net, that officer would be considered "innocent".
I nstead the two provisions should be cunul ati ve.

9: 34: 53 AM

Senat or French admtted this issue had Bbeen discussed
extensively and that the |anguage of Section 1 was deened
appropriate. A decision made by a public official holding a
significant stock investnent in a conpany would not violate
public trust if that action did not affect the stock price.
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9:36: 01 AM

Senat or Dyson told of a report issued by the Better Governnent
Associ ati on, which ranks state's performance relating to
integrity and corruption [copy not provided]. The State of
Al aska is ranked 23rd of the 50 states. Specifically conpliance
with the federal Freedom of Information Act was judged to be
poor. Additionally, the US Departnment of Justice ranked Al aska
sixth in terns of corruption

Senat or Dyson suggested that the efforts to inprove ethics
| egi slation m ght not be "attacking the real heart of issues" or
t hat nore shoul d be consi dered.

9:37:51 AM

DAVE JONES, Senior Assistant Attorney General, Opinions, Appeals
and Ethics Section, Gvil Division, Departnment of Law, testified
that Governor Palin had introduced legislation to also address
ethics. Sone of the issues included in her bill were also
i ncluded in SB 19.

M. Jones outlined the provisions of SB 19, as previously done
by Senator French.

M. Jones stated that the |anguage of AS 39.52.110(b)(2)(O (i),
amended in Section 1, would disqualify a nmenber of the Executive
Branch from actions relating to a business if that nenber held a
controlling interest in the business valued at over $5,000.
Subparagraph (iii) provided that stock options valued over
$5, 000 or equal to one percent or nore of the total value of the
busi ness woul d al so be a disqualifier.

M. Jones comrented that the provisions of Section 1 would
address issues pertaining to business interests. The |egislation
proposed by the Governor, SB 64, contains different |anguage but
is intended to achieve the sanme result.

9:40: 19 AM
M. Jones continued that Section 2 relates to restrictions on
| obbying activities. Current statute applied to the positions of

governor, |ieutenant governor and heads of departnents. CGovernor
Palin, in the legislation she had offered, proposed to extend
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the restrictions to apply to deputy conm ssioner positions and
ot her policy-maki ng positions.

9:40: 59 AM

M. Jones remarked that he was in agreement wth M. Wyne
regarding the difference between public officials and public
officers. The Departnent of Law had been consistent in the use
of the two terns, which do not have the same neani ng.

9:42: 07 AM

M. Jones addressed the question regarding the difference
between the restrictions provided for in Sec. 24.45.121(a) and
(d). The provision of subsection (a) was a "general restriction"
that would apply to all public enployees and would prohibit
former enployees for |obbying activities pertaining to matters
in which enployees participated in for two years after |eaving
public service. The provision of subsection (d) would prohibit
all 1obbying activities for a period of one year, but currently
only applied to former governors, |ieutenant governors and
conmi Ssi oners.

9:43: 32 AM

M. Jones shared that he had participated in sinmlar discussions
as Senator French indicated regarding the use of "or" rather
than "and" in the list of restrictions inposed in Sec. 39.52.110
(b). M. Jones reached the same conclusion that the |anguage is
appropri ate.

9:43: 50 AM

Senator Elton asked if under the Governor's proposal whether the
executive director of the Al aska Housing Finance Corporation
(AHFC) making nmulti-mllion dollar financial decisions on behalf
of the corporation would be prohibited from |obbying for a
financi al managenent conpany if that conpany was involved in the
af orenenti oned deci si ons.

9:44: 30 AM

M. Jones answered that the |obbying restrictions would not
apply to the forner director of the AHFC unl ess the |obbying was
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for matters in which the fornmer officer was "personally and
substantially involved" during tenure at the AHFC,

9:44: 56 AM

Senator Elton surmsed therefore that |obbying restrictions
would only apply to financial transactions that nay have already
occurred. Potential future transactions would not be subject to
t he prohibition.

9:45: 17 AM

M. Jones replied, "I don't think that would be the only
situation. It would have to be a matter with which they dealt
during their State services personally and substantially.” He
poi nted out, "That may only well occur only when the
transaction's already conpleted; but | suspect there nay be

situations in which the transaction is ongoing when the State
service ends."

9:45: 47 AM

Senator Elton stated that this issue should be addressed.

9:45: 56 AM

Co-Chair Hoffrman noted the witness pointed out the increase in
the nunber of positions in which the restrictions would apply.
Co-Chair Hoffrman asked if Governor Palin supported or opposed
t hi s expansi on.

9:46: 23 AM

M. Jones could not speak to the Ofice of the Governor position
on the matter.

9:46: 36 AM

Co- Chair Hof fman requested an answer to his question before the
Comm ttee took action on the bill.

9:46: 45 AM

M. Jones assured he would see to it.
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9:47:18 AM
Co-Chair Stedman ordered the bill HELD in Committee.

#SB20
9:47: 24 AM

CS FOR SENATE BILL NO. 20( STA)

"An Act relating to disclosures by |legislators, |egislative
enpl oyees, public nenbers of the Select Conmttee on
Legislative Ethics, and legislative directors subject to
the Legislative Ethics Act; relating to the applicability
of the Legislative Ethics Act; and providing for an
effective date.”

This was the first hearing for this bill in the Senate Finance
Conmi ttee.
9:47:51 AM
Senat or French, sponsor of the bill, testified that it relates

to disclosure that legislators and | egislative enpl oyees provide
to the public of "what we're doing to earn a living outside the
capitol, who we're working for, how nuch they're paying us and
what anmounts of effort we're having to put out to gain that
enpl oynent . "

9:48: 38 AM

Senator French characterized the inserted |anguage "of this
chapter™ to AS 24.60.020(a), 1in Section 1 as "clean up"
suggested by the Departnent of Law.

9:48: 48 AM

Senator French stated that Section 2 proposes a new statute
section to Article 2: AS 24.60.115. Disclosure required of a
| egislator, legislative enployee or public nenber of the
conmmittee after the final day of service. This provision was
i ntended to address past confusion of when a departed |egislator
must file the final disclosure. Currently, a question existed as
to whether a final report nust be filed after a legislator |eft
servi ce.
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9:50: 26 AM

Senator French inforned that Section 3 would amend AS 24.60. 200.
Financial disclosure by legislators, public nenbers of the
commttee, and legislative directors., in part to extend the
reportable inconme to include dividend inconme in excess of $1,000
received from a limted liability conpany as conpensation for
personal services. Additionally disclosure nmust include the
nature of services perforned "with sufficient description to
make clear to a person of ordinary understanding the specific
services perfornmed"; "the approximate total nunber of hours that
have been spent or wll be spent performng the services" and
"the amount of incone received fromthe source.”

9:51: 32 AM

Senator French explained that this would provide information
about the "amobunt of effort”™ the legislator or |egislative
enpl oyee invested to earn the contract. A contract in the anount
of $20,000 in which only ten hours were worked would "raise
guestions”; however, 40 hour weeks at a conpensation rate
consistent with the profession of the service provided in the
contract would be "understandable.”

9:52:31 AM

Senator French continued that this section would provide for the
anount of income permtted from one source. Previous rules
pertaining to incone from sources "known to have legislative
busi ness” would be "put by the wayside". A legislator or
| egi sl ati ve enpl oyee would not be required to report whether the
person or conpany which gave them noney was a |obbyist or had
busi ness before the legislature. Instead, the anmount of noney
recei ved woul d be reported.

9:53:11 AM

Senator French concluded with Section 4, which defines to whom
this legislation would apply. The provisions of Section 2 would
apply to a person serving as a |legislator who | eft service on or
after the effective date of the act and to a person who served
as a legislator between April 2006 and the effective date of the
act .
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9:53: 51 AM

Co-Chair Stedman directed attention to the reporting requirenent
by a | egislator who had dividend incone in excess of $1,000 from
a limted liability corporation. He remarked that the public
should be aware of any "wealth creation" in excess of $1, 000,
whet her from a dividend, or stock options, deferred conpensation
or other "mechanism that they may inbed in that I|imted
l[iability conpany".

9:54: 59 AM

Senator French agreed that the intent was disclosure so |long as
Alaska has a "citizen legislature". He deferred to Co-Chair
Stedman' s greater financial experience to specify the methods of
achieving the wealth. This legislation was intended to address
matters that had occurred in the past.

9:55: 52 AM

Co-Chair Stedman would review the matter to avoid providing an
"opportunity” for financial gain w thout disclosure.

9:56: 22 AM

Senator Elton understood that nost businesses operating in
Alaska are |imted liabilities. He asked if other types of
busi ness formations exist in the state.

9: 56: 56 AM

Senator French deferred to |legal experts. He defined incone in
excess of $1,000 to include "al nbost everything". However, it was
learned that incone from a limted liability conpany was not
speci fi ed.

9:57:32 AM

Senator Huggins recalled that the original version of this bil
i ncl uded a provision addressi ng professional |icenses.

9:57: 51 AM

Senator French affirmed, noting that the exenption provision was
renmoved in the Senate Judiciary Conmttee substitute.
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9:58: 02 AM

Senat or Huggi ns supported the deletion. He predicted however,
that the deletion could be onerous.

9:58:15 AM

Senator French stated that the issue could be "delicate" wth
respect to sone professions. The anended |anguage would require
| egislators to "expose" all of their clients, including those
| egislators who earn inconme as a doctor, a lawer or an
i nvestment advisor. Concern had been expressed about whether an
attorney, for exanple, should be exposing sone clients and the
anount of noney received from each client. Sonme clients seek
prof essi onal services that they may not want known publicly.

Senat or French had decided that if a person chose to becone a
| egi slator, that person may be restricted in the types of cases
or clients accepted. He shared that he would Iikely not
undertake extensive patent cases, as the client and anmount of
noney col | ected woul d be made public.

Senator French qualified that an exenption could be considered
for physicians under the provisions of Hippocratic QGath
st at ut es.

10: 00: 58 AM

Senator Huggins reiterated that he supported the renoval of the
professional |icense exenption. Licenses are issued for 38
prof essions, one of which relates to "performng arts" and
"pronoters of events". Holders of such licenses should not

assune that 1inconme garnered from that profession should be
exenpt from di scl osure.

10: 01: 41 AM

Senator Dyson asked if consideration had been given to expandi ng
the list of service providers for which confidentiality of
client information would be all owed.

Senat or French requested an exanple of a type of service.

10: 02: 09 AM
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Senator Dyson shared that his wife was a nental health counsel or
who refused to divulge information about her clients. Also a
previous |egislator was an insurance provider who chose to stop
issuing large policies to avoid disclosure requirenents.

10: 03: 00 AM

Senator French stressed that physicians are governed by
"explicit protections” in federal |aw regarding disclosure of
clients and client information. Information about a |awer's

clients is made public in the form of court filings. He
understood that some seeking |legal consultation could want that
to remain private. A legislator practicing law could inform
potential <clients of the disclosure requirenents, and could
subsequently "l oose some business". However, nore disclosure is
better.

10: 04: 36 AM

Senator Dyson posed a scenario of a legislator involved in a
nmountain guiding business with his son. He asked if disclosure
woul d be required if the business were paid $1,000 by a client.

Senator French answered in the affirmative.

Senator Dyson then asked if the business guided clients into the
Chugi ak State Park and if an issue relating to the park were
before the legislature whether the |egislator would be required
to declare an interest in the matter.

10: 05: 39 AM

Senat or French responded that such requirenent is provided for
in existing | aw

10: 06: 15 AM

Senator French stressed the inportance that |egislators disclose
their income sources. He infornmed that he owns rental property
and woul d be required to disclose all tenants, the rental incone
received from each tenant and the amount of tine spent in
adm ni stering and mai ntai ning each unit.

10: 07: 05 AM
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Co-Chair Stedman ordered the bill HELD in Commttee.

AT EASE 10:07: 38 AM

#
ADJ OURNIVENT

Co-Chair Bert Stednman adjourned the neeting at 10:09:41 AM
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