M NUTES
SENATE FI NANCE COW TTEE
February 12, 2007
9:01 a.m

CALL TO ORDER

Co-Chair Bert Stednman convened the neeting at approximately
9:01:47 AM

PRESENT

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

Senat or Donny O son

Senat or Joe Thomas

Al so Attending: SENATOR HOLLI'S FRENCH, M LES BAKER, Staff to
Co- Chair Stedman; DAVE JONES, Senior Assistant Attorney General,
Opi nions, Appeals and Ethics Section, G vil D vision, Departnent
of Law;

Attending via Teleconference: There were no teleconference
parti ci pants.

SUMVARY | NFORMATI ON

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

The Comm ttee heard from the sponsor and the Departnent of Law.
A committee substitute was adopted and the bill was reported
fromComm ttee.

SB 20- LEGQ SLATI VE DI SCLOSURES

The Commttee heard fromthe sponsor. The bill was reported from
Conmi ttee.

#SB20
9:02: 35 AM
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CS FOR SENATE BI LL NO. 20( STA)

"An Act relating to disclosures by legislators, |egislative
enpl oyees, public nenbers of +the Select Committee 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 second hearing for this bill in the Senate Finance
Conmi ttee.

Co-Chair Stedman rem nded of questions raised at the previous
heari ng regarding definition of incone.

9:03:42 AM

Co-Chair Stednman referenced subparagraph (2) of AS 24.60.200.
Financial disclosure by legislators, public nenbers of the
commttee, and legislative directors., anended by Section 3. He
had expressed concern that the provision requiring reporting of
i ncone derived fromperformng a service for a limted liability
corporation would not “"capture" all fornms of incone. Upon
consultation with Senator French and the Alaska Public Ofice
Conmi ssion (APOC), he was assured that the anended |anguage
woul d "cl ose existing |oopholes” in the disclosure requirenments
for incone froma limted liability conpany.

9:04:39 AM

Co-Chair Stedman furthered that APOCC had informed him that the
reporting of "all other forms of conpensation” such as stock
options, equity, deferred conpensation, and "other creative
met hods of conpensation” was sufficiently addressed el sewhere in
statute.

9:05:23 AM

Co-Chair Hoffman offered a notion to report the bill from
Commttee wth individual recommendati ons and acconpanyi ng
fiscal note.

There was no objection and CS SB 20 (STA) was REPORTED from

conmttee with zero fiscal note #2 from the Departnment of
Adm ni strati on.
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AT EASE 9:06: 03 AM/ 9:09: 02 AM

#SB19
9:09:16 AM

CS FOR SENATE BI LL NO. 19(STA)

"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 second hearing for this bill in the Senate Finance
Conmi ttee.

9: 09: 36 AM

Co-Chair Stedman remnded that discussion was held at the
previous hearing on this bill regarding the need for clarity in
the | anguage for the benefit of those directly affected as well
as for public purview Since that neeting, he has coll aborated
with the bill's sponsor to draft a conmittee substitute.

9:10: 17 AM

Co- Chair Hof fman noved for adoption of CS SB 19, 25-LS0160/0O as
a wor ki ng docunent.

Wthout objection the commttee substitute, Version "O was
ADOPTED as a wor ki ng docunent.

9:10: 52 AM

Senator O son announced the presence of students from the Kobuk
area within the Northwest Arctic Borough attendi ng the neeting.

9:11: 38 AM

M LES BAKER, Staff to Co-Chair Stedman, explained the changes
contained in the commttee substitute.
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9:11: 51 AM

M. Baker recounted that the provisions of Section 1 of the
previous version of the bill anmended AS 39.52.180 to address
| obbying activities by fornmer public officers. However, Title 24
of Alaska Statute governs |obbying activities. The commttee
substitute would amend AS 24.45.121 by adding a new subsection
(d) to provide that "a former public official in the executive
branch nmay not engage in activities as a |obbyist to the extent
prohi bited under AS 39.52.180(d)". This |anguage would "cross
reference"” to the changes nmade to Title 39.

9:12:26 AM

M. Baker stated that the provisions of Section 2 were unchanged
fromthe Senate State Affairs Conmittee substitute.

9:12:31 AM

M. Baker continued that Section 3 had initially only included
subsection (d) of AS 39.52.180. The conmttee substitute would
anmend subsection (a), to specify that "proposal or consideration
of legislative bills, resolutions and constitutional amendnents,
or other legislative nmeasures”" and "adm nistrative regulations”

would be included in the definition of "mtter" in the
prohibition on |obbying activities in which a former public
of ficer could participate. Existing statute provided an

exenption for these.

M. Baker remarked that the existing |anguage effectively
"created a loophole within its own section" allowing a forner
public enployee to work for conpensation in an area in which the
conpany had "substantial involvenent” if that work involved
| egi sl ati on, a constitutional anmendnent , adm ni strative
regul ati ons, etc.

9:14:18 AM

M. Baker pointed out that Section 4 was granmatically anmended
in the commttee substitute to change the listing of those to
whom the provisions apply from a paragraph format to a listing
of the pertinent positions. Additionally the positions of
Legi sl ative Liaison and policy making positions of the Ofice of
t he Li eutenant Governor were added.
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9:15:15 AM

M. Baker rem nded that discussions of whether "policy making
position" should be defined had occurred. The Division of Legal
and Research Services advised that such |anguage would not be
necessary.

9:15:36 AM

M. Baker furthered that the positions of chair of a governing
board and executive officer of a state public corporation were
included as positions in which the legislation would apply.
Public corporations in Alaska include the Alaska |Industrial
Devel opment Authority (AIDA) and the Al aska Seafood Marketing
Institute (ASM).

9:16: 08 AM

M. Baker reported that no changes were nmade to the |anguage of
Section 5.

9:16: 15 AM

M. Baker infornmed that Section 6 would repeal AS 39.52.180(c),
whi ch reads, "The head of an agency may wai ve application of (a)
of this section after determining that representation of a
former public officer is not adverse to the public interest. The
wai ver nust be in witing and a copy of the waiver nust be
provided to the attorney general for approval or disapproval."”
Subsection (a) prohibits |obbying for two years after |eaving
State service.

M. Baker shared that discussions with the sponsor revealed a
| oophole that would allow for the |obbying activities if the
State enployee obtained witten permssion from his or her
supervisor. The Attorney General's office had assured that this
woul d  not pr event a forner enpl oyee from obtaining a
determ nation of whether other enploynment could be accepted.
El sewhere in statute, the attorney general was specified as the
party who would provide clarification as to whether future
enpl oyment would be restricted by the provisions of subsection

(a).

M. Baker remarked that elimnation of this waiver "tightens up
people's ability to kind of creatively interpret the statute.”
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9:18:13 AM

SENATOR HOLLI S FRENCH, sponsor of the bill, testified that three
significant inprovenents were nmade to the bill. Each change
"cl osed a | oophole" or broadened the nunber of positions subject
to the provisions of the bill.

Senator French averred, "The bill is a better product than what
came into Commttee."

9:19:13 AM

Senator O son, noting the |anguage of Sections 3 and 4, asked if
"W despread abuse" had pronpted the need for these changes.

9:19: 30 AM

Senator French replied that he would not characterize the
situation as w despread, although frequently individuals have
left service in the Executive Branch and inmmediately accepted
"lucrative" positions in the private sector that appear to
capitalize directly on State experience.

9:20:17 AM

Senat or O son surmsed that "nore information by nore
know edgeabl e people [would] give you a better sense of the
| egi sl ative process."

9:20: 27 AM

Senator French acknow edged this as a valid argunent. The
chal l enge  was to achi eve a bal ance bet ween al | owi ng
know edgeabl e former State enpl oyees to secure enploynent in the
private sector while preventing them from "trading in" on their
experience gained in the Executive Branch. Individuals who work
in the Ofice of the Governor have "w de access" to the capito
and are present during every stage of the |egislative process.

Senator French contended, "I think the public just feels like
that's sonmething you earn using their dollars and their building
and their space if you will. It strikes sonme people as being a

little too quick to hop fromone side to the other w thout sone
intervening tine."
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9:21:21 AM

Senator Huggins posed a different potential <conflict wth
| obbyists being hired or elected into State service. He
encouraged review of this issue in addition to former State
enpl oyees beconi ng | obbyi st s.

9:22: 00 AM

Senat or French indicated that ot her pending |egislation
pertained to the types of "outside" work allowed by sitting
| egi sl ators.

9:22:32 AM

Senat or Huggi ns stated that such |legislators or Executive Branch
enpl oyees could have the opportunity to nake decisions on itens
they recently | obbied on behalf of.

9:22:48 AM

Senator O son asked if Senator Huggins intended to prohibit a
person to serve as a legislator if that person has been
advocating for a specific issue.

9:23: 04 AM

Senator Huggins <corrected that he was speaking to both
i ndi viduals who mght serve as legislators or in the Executive
Br anch.

9:23:10 AM

Co-Chair Stedman indicated he would direct the Senate Judiciary
Conmittee to address the issue in consideration of the other
| egislation. He commented on the need to review "both sides”
because of the "two edges of the sword".

9:23: 36 AM

DAVE JONES, Senior Assistant Attorney General, Opinions, Appeals
and Ethics Section, CGvil Division, Departnment of Law, testified
to the question posed by Co-Chair Hoffman at the previous
hearing on this bill as to whether Governor Palin supported the
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additional positions to which this legislation would apply. M.
Jones reported that the Governor was in support of the
expansion. He also relayed the Governor's support of the
increased |obbying restrictions proposed in the conmmttee
substitute.

9:24:31 AM

M. Jones directed attention to the addition of the position of
adm ni strative assistant wwthin the Ofice of the Governor to AS
39.52.180(d)(5). The |anguage was unclear as to whether the
prohibition would apply to all adm nistrative assistants
enployed in the Ofice of the Governor or only apply to those
adm nistrative assistants involved 1in policy making. The
Conmittee's and the bill drafter's intent was uncl ear.

9: 25: 24 AM

M. Jones then noted that the |obbying prohibition of AS
39.52.180(d) would only apply to the chair or executive director
of a State board or conm ssion. Sone boards and conm ssions have
a practice of "rotating" the chair position between nenbers. The
| anguage of the conmttee substitute would prohibit an
i ndi vidual from |obbying for one year after service as the
chair. He was unsure whether the intent was to bar | obbying
activities for one year after an individual left the board or
commi ssion if that individual had ever served as the chair.

M. Jones suggested that all nenbers be included in the
prohibition. Although the chair "runs" the neetings, that
i ndividual casts only one vote. Al nenbers "play a policy
rol ™.

9: 26: 58 AM

M. Jones stated that the repeal of AS 39.52.180(c) by Section 6
would not cause "great harnt because the situation rarely
occurs.

9:28: 00 AM
Senator French summari zed that two areas should be addressed. He
understood the intent was that adm nistrative assistants in the

Ofice of the Governor who were in a policy making position
woul d be subject to the | obbying restrictions.
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9:28: 58 AM

Co- Chair Stedman shared this intent and understandi ng.

9:29:13 AM

M. Jones cited AS 39.50.200(a)(1) as including a definition of
assistants to the governor and |ieutenant governor that are
required to file financial disclosure fornms with APOC. This
definition |Ilists several positions and "others enployed
simlarly in policy making positions." He suggested utilizing

simlar language in this legislation to clarify intent.
9:30: 10 AM

Senator French reiterated the Assistant Attorney GCeneral's
recommendation to expand the provision of AS 39.52.180(d)(6) to
include all nmenbers and the executive director of a State board
or conm ssi on.

9:30: 31 AM

Senator Elton asked if subparagraph (7) pertaining to the chair
and executive officer of a State public corporation should also
be anended to include all nenbers.

9:31: 09 AM

Senator French was unsure if the chair position "rotates" for
t he public corporations.

9:31: 23 AM

Senator Elton deened the ability of all nenbers to participate
in policy making to be of greater inportance than the matter of
whet her the chair position rotates. As M. Jones stated, each
menber has the sanme vote as the chair.

9:32: 00 AM
Senator French did not object to the rationale. He was uncertain
who woul d be "harned" by the inclusion of these positions in the

| obbying prohibition provision. The application of t he
restrictions should be "a little wider than a little narrower".
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He concluded that former nenbers would "just have to find sone
other sort of work to sustain thenselves after they' ve left
public service."

9: 32: 38 AM

Amendnent  #1: This conceptual anendnment deletes "chair" and
inserts "nmenber"” in AS 39.52.180(d)(6) and (7) anended in
Section 4 on page 3, lines 25 through 28. The anended | anguage
reads as foll ows.

(6) nmenber of a state board or conm ssion that
has the authority to adopt regulations, other than a board
or conmm ssion named in AS 08. 01. 010;
(7) nmenmber of the governing board and executive
officer of a state public corporation
Co- Chai r Hof f man noved for adopti on.
The amendnent was ADOPTED wi t hout obj ecti on.

AT EASE 9:33:36 AM/ 9:36: 05 AM

Co-Chair Stedman announced that the matter of admnistrative
assistants would not be addressed by this Committee; however, an
anmendnent could be offered later in the |egislative process.

9:36:49 AM
Senator Thomas asked the definition of "insignificant or
conj ect ural ef f ect on the mtter” as included in AS

39.52.110(b)(1) amended by Section 2. This subparagraph would
exenpt, from a violation of public trust, certain actions or
influences of a public officer. He questioned whether this
| anguage could "l eave an opening" for a public officer to avoid
the restrictions.

9:37: 24 AM

Senat or French was unsure that the |anguage could be "tightened"
further. He agreed that arguments could be made in defense of
actions of a public officer wutilizing this provision. This
| anguage had been included in statute for sonme tine.

9: 38: 06 AM
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Co-Chair Hoffrman offered a notion to report CS SB 19, 25-
LS0160\V, as anmended from Commttee W th i ndi vi dual
recommendat i ons and acconpanyi ng fiscal notes.

Wthout objections CS SB 19 (FIN was REPORTED from committee
with zero fiscal notes #1 fromthe Departnent of Law and #2 from
t he Departnent of Adm nistration.

AT EASE 9:39:32 AM\ 9:39:44 AM
#
ADJ OURNIVENT

Co- Chair Bert Stedman adjourned the neeting at 9:40:18 AM
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