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ACTI ON NARRATI VE

CHAIR HOLLIS FRENCH called the Senate Judiciary Standing
Committee neeting to order at 1:34:01 PM Present at the call to
order were Senator MQ@iire Senator Therriault Senator Huggins
Senat or W el echowski and Chair French.

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

CHAIR HOLLI'S FRENCH announced SB 19 to be up for consideration
and asked for a notion to adopt Version M conmttee substitute
(CS), |abeled 25-LS0160\ M

1:35:02 PM
SENATOR CHARLIE HUGE NS so noved. There being no objection, CSSB
19, Version M was before the commttee.

CHAIR FRENCH explained that the bill, relating to executive
branch ethics, rewords AS 39.52.110(b). The idea is to prohibit
an executive branch enployee from taking official action on
behal f of his or her personal investnents and benefiting from
that action through the use of their official position. On page
2, line 2, subparagraph (C (i) through (viii) lays out the
different ways an enployee would be prohibited from taking
of ficial action.

Section 2 expands the definition of "official action" to better
capture executive branch enpl oyees’ day-to-day work and clarify
that the activities nmean official action with respect to an
i nvestnment the enpl oyee may have in an outside business.

1:37: 47 PM

CHAIR FRENCH related that the current subsection (a) |ays out
the general duty of a public officer and the new subsection (b)
l ays out a series of exceptions. The exception in paragraph (1)
states that if the action or influence is insignificant or it
woul d have a conjectural effect, then it is not a violation.
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Chair French hypothesized that an executive branch enployee
could owmn and take action on $1 nmillion in |IBM stock w thout
violating the | aw because the action would have an insignificant
or conjectural effect on the value of that stock.

Li kewi se, the exception outlined in paragraph (2)(A) says that
if the public officer’s personal or financial interest 1is
generally owned by the public, then it is not a violation to
take action on that investnment. Thus, a public official who
takes action to increase the size of his or her Permanent Fund
dividend would also increase the size of all other dividend
recipients. Simlarly, if a public officer were to take an
action to route the gas pipeline close to his or her hone, it
woul d effectively increase the value of all hones in the area so
the action would not run afoul of the |aw.

On page 2, line 1, paragraph (2)(B) lays out an exception if the
public officer’s personal interest is insignificant. Chair
French noted that definition is probably not perfect, but it
woul d be difficult to do better.

On page 2, line 2, paragraph (2)(C) addresses financial interest
with respect to a business. He noted that that particular
section, which has the subheadings (i) through (viii) has been
probl ematic in the past.

CHAI R FRENCH asked M. Jones to comment on the bill.

1:40: 54 PM

DAVI D  JONES, Assistant Attorney GCeneral, G vil Di vi si on
Departnent of Law (DOL), said he hadn’'t seen Version M so his
comments would be directed to the original bill.

MR. JONES expressed concern wth the percentage ownership
standard saying it could be difficult to calculate a one percent
interest given the variety of stock classifications. He argued
that, in terms of ethics, the significant interest standard is
preferable. It won't nmatter to the DOL or to the public whether
the interest anpbunts to one percent or 50 percent; what matters
is whether or not the interest is significant. He suggested that
the $5,000 standard would be a better measure than the one
per cent ownershi p standard.

MR. JONES posed the hypothetical situation of funding a child's
| emonade stand and noted that because he has a 100 percent
interest in the stand he would be prohibited from taking action
to benefit that child s business even though his investnent
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m ght only have been $50. He argued that it’s not the percentage
ownership that matters to the public; it’'s whether it’s a
significant interest and it seens that the $5,000 standard woul d
be preferable, he said.

CHAIR FRENCH asked if he had |anguage to suggest if he was
proposing that the standard be listed in sonething other than
dollar terns. He noted that the significance standard had been
renmoved in SB 19 because it wasn’'t defined very well and created
probl ens two years ago.

MR. JONES clarified that he was suggesting that a flat dollar
nmeasure is preferable to the either or standard, which is either
a dollar anpbunt or a one percent interest in the value of a

conpany.

CHAI R FRENCH used the |enpnade stand exanple and asked why it
woul d ever be valued at nore than $5, 000.

MR JONES replied it would not.

CHAIR FRENCH questioned how soneone could run afoul of the
statute if it was witten as proposed.

MR. JONES acknow edged that there probably wouldn't be stock in
a |lenmonade stand, but if a person owned a controlling interest
in the | enmonade stand or nore than one percent of the value of
the stand, then that would seem to run afoul of subparagraph
(2)(B) and (2)(O (i) and (ii), on page 2, lines through 19.

CHAI R FRENCH asked if his concern could be addressed if |anguage
was adopted in sub-subparagraph (i) on page 2, line 5 to say
that the controlling interest in the business is worth nore than
$10, 000.

MR. JONES agreed that would make sense, but he’d also like the
reference to one percent interest in a business in sub-
subparagraphs (ii) and (iii) to be deleted so there is just a
dol | ar st andard.

CHAIR FRENCH asked if it is difficult to value sonme businesses
and relayed that he was reluctant to sinply toss out the
per cent age of ownershi p standard.

MR. JONES theorized that for sone businesses there would al ways

be some difficulty in determ ning valuation. But the process is
further conplicated if a percentage valuation is required. For
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exanple, would stock options be included or excluded from the
percentage interest calculation. Although it wouldn't always be
sinple, a flat dollar figure would always be sinpler.

1:47: 35 PM

SENATOR LESIL McGU RE said the concern she has with renoving the
percentage relates to options to buy and to new or specul ative
conpani es where the valuation hasn’'t been established. Soneone
could use his or her official title to steer activity in a
direction to gain substantial personal benefit, but not be
nmeasured by the $5,000 neasure.

MR. JONES acknow edged that is possible, but the root of the
trouble is substantiality and using the one percent neasure
m ght not achieve the goal. A flat dollar figure is nore likely
to achi eve the goal, he said.

1:49: 10 PM
CHAI R FRENCH asked M. Jones to send proposed |anguage to his
office so the commttee could make a reasoned deci si on.

MR. JONES agreed to suggest |anguage and further advised that he
woul d conment on the CS on Wednesday.

1: 50: 16 PM
SENATOR BI LL W ELECHOMNBKI asked whether his coments were on
behal f of the adm ni strati on.

MR. JONES said yes.

SENATOR W ELECHOWBKI asked if the adm nistration supports the
bill with the amendnent he is suggesting.

MR JONES replied he is not authorized to indicate the

Governor’s position on the bill. He is authorized to speak on
the effects of the bill as well as any enforcenment chall enges.
1:51:13 PM

DON ROBERTS, a Kodiak citizen, introduced hinself and said when
he began preparing his testinony about ethics he cane to the
conclusion that this is nore about fairness in the decision
making process and helping legislators and others avoid
conflict-of-interest situations t hat are likely to be
encount er ed.

Havi ng done advocacy work for eight or nine years he has
determned that the whole system is unfair in that a single
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person can't be heard above the din of noney and power. He
suggested the commttee |ook at how an average person can
influence legislation before the law is enacted instead of
finding out about a new law after the fact. The problem isn’t
that legislators are unethical; it’s nore that they are unfair.
Finally, he asked that borough and city governnents to be
i ncl uded because there are problens at that |evel as well.

CHAI R FRENCH recogni zed the bill drafter.

1:54: 34 PM
DAN WAYNE, Legislative Counsel, Legal and Research Services
Division, Legislative Affairs Agency, introduced hinself.

SENATOR CGENE THERRI AULT referenced page 2 and questioned the
need for the |anguage in subparagraph (B) because the |anguage
i n subparagraphs (A) and (C) seens to encapsulate it all.

MR. VWAYNE responded he couldn't say. Subparagraph (B) has a
function, but it mght work without it.

SENATOR THERRI AULT referenced page 2, line 8 and suggested
inserting |anguage about “fair market value” since the term
“val ue” is somewhat subjective.

MR  WAYNE replied any term relating to value is sonmewhat
subj ective. Using total value leaves it to the person who is
trying to conply with the law to nake an interpretation or get
an opinion from the Personnel Board. Then if a conplaint is
| odged the Personnel Board would nmake an interpretation just as
it does for any subjective question.

SENATOR THERRI AULT commented he would like to screw that kind of
thing down as tightly as possible.

He questioned why page 2, line 14, shouldn’'t be any officer in
the business rather than just an elected officer. Finally, he
noted that page 2, line 5, talks about owning a controlling
interest and he would suggest that that could be subjective as
wel | .

SENATOR THERRI AULT said he highlighted those issues because sone
needed to be nore specific and another needed a broader
interpretation.

CHAIR FRENCH asked if he was musing or did he have specific
| anguage to suggest.
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SENATOR THERRI AULT said he was nusing, but he believes the
commttee should be nore specific in how to place value. Fair
mar ket value can be tracked if the conpany is publicly traded
and assets of a business can be appraised based on a fair market
valuation. Wth regard to an elected officer, he said it should
be any officer, elected or not.

CHAI R FRENCH gquestioned whether that wouldn't be captured by the
| anguage on page 2, line 19, which addresses an enployee of the
busi ness. He questioned whether a person could be an officer
wi t hout bei ng an enpl oyee.

SENATOR THERRI AULT replied an enployee is different and inplies
remuneration of sonme sort. Using his famly business as an
exanple, he said he doesn't believe that “enployee of the
busi ness” would automatically sweep everyone in.

2:00: 02 PM
SENATOR W ELECHOABKI advised that the definition of "business"
includes for profit and non-profit businesses.

MR. WAYNE noted that that definition was used in drafting the
bill.

CHAI R FRENCH addressed Senator Therriault’s first question and
read the definition of “personal interest” into the record to
denonstrate that it’s a little broader than financial interest.

Sec. 39.52.960. Definitions.

(18) "personal interest”™ nmeans an interest held
or involvenment by a public officer, or the officer's
i medi at e famly menber or par ent, i ncl udi ng
menbership, in any organization, whether fraternal,
nonprofit, for profit, charitable, or political, from
which, or as a result of which, a person or
organi zati on receives a benefit;

SENATOR THERRI AULT agr eed.

2:01:42 PM
SENATOR W ELECHOWSKI added that subparagraph (B) on page 2 is a
catch all. The other provisions wouldn't necessarily apply to

non-profits, but subparagraph (B) would capture them

CHAIR FRENCH hypothesized that a Boys and Grls Cub board
menber could drive a state decision to steer noney to that club
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and said that they aren’t deriving any personal gain, but it
still isn't right.

CHAI R FRENCH announced he would set SB 19 aside and the proposed
amendnments woul d be revi ewed on Wednesday.

SB 20- LEG SLATI VE DI SCLOSURES

2:02:40 PM
CHAI R HOLLI'S FRENCH announced SB 20 to be up for consideration
and read the follow ng sponsor statenent into the record:

SB 20 is a sinple bill designed to clarify Al aska
Publ i c Ofices Comm ssi on ( APOC) reporting
requi renents for | egi sl ators and ot her public
of ficials.

Under the current legislative ethics code a public
of ficial must disclose the nature of any work
performed as personal services for which conpensation
greater than $1,000 is received. SB 20 sinply adds
| anguage to the existing statute to require the filer
to provide a substantive description of what was done
for the contract, as well as the approxi mate nunber of
hours spent.

The public has repeat edly appeal ed for nor e
substantive disclosures, and SB 20 provides the
i ncreased degree of openness they are calling for.
This wll assure the public that the conpensation
public officials receive for outside wrk does not
conflict in any way with their public duties, wthout
unduly burdening ~citizen legislators who perform
legitimate duties outside of the public realm

The clarification the bill provides will also help
APCC fulfill its mssion of encouraging the public’s
confidence in their elected and appoi nted officials.

CHAIR FRENCH rel ated that on page 2, lines 3 and 4 add dividend
income received froma limted liability conpany to the types of
i ncone that nust be reported. Also page 2, lines 6 through 9 add
the requirenent that the services perforned nust be described
such that a person of ordinary understanding is able to grasp
what was done, outside the Legislature, in exchange for the
nmoney that was received. Page 2, lines 10 and 11 require
reporting the nunmber of hours spent performng the service. That
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way the public is able to cross-reference and thereby decide
whet her the remuneration is market based. Finally, page 2, line
12 outlines that the anmount of income received from the source
must be disclosed if the recipient is a legislator or a
| egislative director.

Section 2 adds a definition for "professional |icense" to nean
one that is required for a profession regulated by a state or
the federal governnent. Lists of such professions are published
and readily avail abl e.

Basically, the disclosure is increased so that anyone who reads
the statenent is able to determne what the legislator is doing
in exchange for the noney that he or she is receiving outside
t he Legi sl ature.

CHAI R FRENCH recognized Brooke Mles and noted that she was
avai |l abl e to answer questi ons.

2:05:20 PM

BROOKE M LES, Executive Director, Al aska Public Ofices
Conmi ssion (APOC), said she did not have anything to add to the
bill overview and remnded nenbers that it is not the
comm ssion’s policy to support or oppose |egislative changes.
However, everyone appreciates when there is an effort to codify
clarification to existing |anguage that has been difficult to
interpret. This neasure does just that, she said.

Section 1 nmakes it clear that dividend incone from a limted
l[iability conpany nust be reported on the legislative financia
di sclosure statenent. It also clarifies that when a |egislator
or a legislative director receives incone from a professiona
service, a detailed description of the services nust be
provi ded. She noted the zero fiscal note and said the neasure
woul d make it easier for APOC adm nister.

2:07: 01 PM

CHAIR FRENCH said he had two questions. First, he questioned
whether it mght be useful to set a threshold, such as $1, 000,
for disclosing dividend incone froma limted liability conpany.

M5. MLES said she presunmed the threshold would be $1, 000 since
Al aska voters established the $1,000 threshold for |egislative
di scl osure in the 2006 primary.

CHAI R FRENCH said he would prepare an anmendnent to address that
poi nt .
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He asked Ms. Mles to explain the “unless clause” on page 2,
lines 8 and 9 that provides an exception if the services require
i ssuance of a state or federal professional |icense.

M5. MLES related that sonme services, such as analyst or
consultant, are broadly defined and the idea is to make nore
information available to the public in those broader areas of
self enploynent. The intent is not to add requirenents for
prof essions that already report paynents in excess of $1, 000.

CHAIR FRENCH sunmarized that if the work that is done is
pursuant to a state license, then no further description of the
services provided is necessary. However, if the services fall in
t he broader real m of consultant, advisor, or analyst, then there
is need for a nore conplete description of what is done for the
noney.

M5. M LES agr eed.

2:10: 44 PM

SENATOR CGENE THERRI AULT asked Ms. Mles to conmment on the fact
that on page 2, paragraphs (2)(A),(B), and (C disclose the
basic information, but do nothing to address whether or not the
conpensation i s outrageous.

M5. MLES agreed that the bill does not place control on that
issue, but a section of the legislative ethics |laws speaks to
enpl oyment being conmensurate to the anpbunt paid. APOC has the
di scl osure and provides the information for the public so the
hours that are reported would provide a useful tool to the
Legislative Ethics Conmttee in the event that a conplaint is
filed. She advised that Joyce Anderson could better address that
questi on.

SENATOR THERRI AULT said understanding how this section works
with the other section may satisfy that concern, but the public
m ght still find the disclosed information upsetting.

CHAI R FRENCH cl osed public testinmony and announced he woul d hold
SB 20 wuntil Wdnesday. He noted that he would prepare an
anendnent to page 2, lines 3 and 4 and Senator Therriault m ght
of fer one as well.

At ease from 2:13:44 PMto 2:16:47 PM

SB 13- BAN CONSULTI NG CONTRACTS W TH LEG SLATCORS
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2:16: 55 PM
CHAI R HOLLI S FRENCH announced SB 13 to be up for consideration.

SENATOR GARY STEVENS, Sponsor, described SB 13 as a sinple
straightforward bill. It prohibits legislators from providing
consulting services to anyone in the private sector or accepting
consulting fees fromanyone in the private sector.

Noting the newspaper accounts of |egislators who nay have been
consultants and nmay discredit the Legislature, he said his goa
is to protect the inmage of an institution that is approaching
its 50'" year. To acconplish that there nust be a bond of trust
with the public.

SENATOR STEVENS related that it has been difficult to establish
a definition for “consultant” and although he was very clear
about what he wanted to acconplish when he began witing the

bill, he was wunsure whether he had achieved his goal
Nonet hel ess, the conversation is worthwhile and hopefully the
conmittee wll flesh the idea out in either this bill or

another. Now is the tinme to confront the issue of ethics and get
sorme neani ngful |egislation on the books.

SENATOR STEVENS said he took no particular ownership in the bil
and the suggestion for an ommibus bill nmay or may not work. In
conclusion he said the bill is sinply: “An Act prohibiting a
| egislator from providing consulting services to a person in the
private sector or agreeing to accept consulting fees from a
person in the private sector.” That's all it does, he said.

2:20: 21 PM

CHAIR FRENCH noted his earlier conversation with the sponsor
regarding a definition for consultant and said two synonyns that
come to mind are “advisor” and “analyst”. If this bill were to
pass, he could imgine that APOC filings would begin to reflect
t hose services. Parenthetically he agreed with the thrust of the
bill because legislators should not trade on their office.
Expertise, special know edge, or business acunen my be
exerci sed outside the capitol building, but how would you handl e
t hose synonyns, he questi oned.

SENATOR STEVENS responded he worked with the bill drafter to
come up with a definition of what is and isn't included and he
has been wunable to find a workable definition in state
regul ati on. Nonet hel ess, he asked the commttee not to water it
down or create | oopholes by saying an anal yst or advisor is okay
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because that would weaken the bill. The reality is that the
activity is either allowed or it isn't. Wwen a person is
considering whether or not to run for a legislative office, then
they ought to decide whether they want to so one job or the
ot her.

As long as the state has citizen |aw makers there will be fewer
people who are available to serve because of the financial
struggle. It's not his goal to change the system but the rules
about crossing the line to beconme an advi sor nust be very clear.

2:23:22 PM

SENATOR CENE THERRIAULT asked if he had discussed wth
| egislative legal the notion of prohibiting any business that
would entail providing services that are outside the person’s
specific training or professional expertise. He suggested there
ought to be a way to cast the net broadly and still |et people
conduct private business.

2:25:10 PM

SENATOR STEVENS said he had no objection to expanding the bill,
but the test question ought to be whether the |egislator would
have gotten the job if he or she was not a nenber of the
Legi slature. The problemis howto wite that into the | aw

SENATOR THERRI AULT responded an econonist who is also a
| egislator is required to disclose to APOC paynents in excess of
$1,000 and the tinme spent for that renuneration. The public wll
be able to determ ne whether the pay is conmensurate with the
profession. It’'s the terns “consultant” and “advisor” that are
murky. The renuneration for that work can be astronom cal and
cause the general public concern.

2:27:07 PM

SENATOR STEVENS said he couldn’t agree nore, but the problemis
in the details. He questioned how you tell when an econom st
legislator is hired for his or her professional expertise and
not for their |egislative experience.

2:27:25 PM

SENATOR CHARLIE HUGA NS asked what a legislator’s status would
be if he or she was a consultant before becomng a legislator if
SB 13 were to pass.

SENATOR STEVENS replied the individual would need to make a
choi ce between being a | egislator and being a consultant.
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SENATOR HUGA NS remarked that the commttee would ultimtely
need to determ ne whether or not it’'s legal to ban soneone from
pursuing his or her profession while serving as a |egislator.

SENATOR STEVENS replied he, as a retired university professor,
cannot teach for renmuneration while he is serving as a
| egi sl at or.

SENATOR HUGE NS commented on a conversation he had regarding
professional licensing and business conduct. It’s what the
person does with the license and the conpensation that makes the
di fference.

2:30: 26 PM
SENATOR BILL WELECHOABKI said he can see two issues regarding
consulting services. The first is legislators receiving

exorbitant fees for providing services that they may or may not
be qualified to do. The second is legislators helping others
with the legislative process. He questioned what other states
are doi ng.

2:31:28 PM

SENATOR STEVENS questioned whether it mnekes any difference if
the fees received are exorbitant if the activity is wong. As
far as legislators helping others with the |egislative process,
they already do that as part of the job.

2:32:21 PM
SENATOR LESIL MQGU RE advised that California decided to have
professional |aw makers address these same ethical issues.

Al though the tradeoff is huge for sone individuals, the decision
is that if you want to be a public servant then other econonc
opportunities are on hol d.

Two hypot hetical exanples cone to mnd, she said. First, suppose
a legislator has a professional license as a real estate agent
and he or she works for a politically active conpany. Even
though the licensee isn't performng the day to day work as a
realtor, she questioned what m ght happen or what the perception
mght be if a piece of legislation were introduced that would
have a trenmendous financial inpact on that realty conpany.

The second exanpl e involves a conpany vice-president, which is a
position that can be a catchall and include many or few
different duties and titles. There <certainly could be an
i nstance where soneone is pronoted to vice-president of Conpany
A wth full know edge that he or she wll be in Juneau for nost
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of the year. That mght be very acceptable from the conpany’s
standpoi nt and the business mght function very well wthout the
vi ce- presi dent doing any day to day work.

She assured nenbers she isn’t casting aspersions and she doesn’t
di sagree with the thrust of the bill, but the deeper question is
whet her or not you want citizen |law makers. If the answer is yes
then how do you handle the real conflicts that aren’'t always
appar ent.

There’s always a tradeoff and the public understands that, but
what ever your title there’'s always soneone who can do the job as
well or better sinply because they're at work and doing the job
rather than also serving as a legislator. W have to decide
where to draw the line, but it’s bigger than just consulting,
she sai d.

2:37: 09 PM

SENATOR STEVENS agreed that nany people consult, advise, and
analyze in their daily job so it’s difficult to parse what they
may be doing as part of the job and what they may be doing as a
| egislator. Although it seened sinple at the onset, there really
is no sinple solution. Adding exceptions creates |oopholes and
the law would lose its teeth. But changing to professional |aw
makers as California has done, wouldn’t necessarily guarantee
et hi cal behavi or either.

2:38:14 PM

SENATOR THERRIAULT remarked those concerns  support t he
suggestion that this issue could be dealt wth wunder an
unbrella. The | anguage in SB 20 woul d address the exanple of the
real estate agent. If the person really did the work of an
active realtor, then the tine spent and the nonetary gain would
be di scl osed under the | anguage proposed in SB 20.

SENATOR McGUI RE pointed out that she used the exanple of the
real estate agent because there is an exception for state or
federal professional |icenses.

SENATOR THERRI AULT said perhaps that |anguage ought to be added
to the statute.

CHAI R FRENCH advised that the conmmittee would revisit SB 20 on
Wednesday.

SENATOR STEVENS commented that adding to the reporting
requirenents is an option and it ought to be very clear what the
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requi renents are, but sonething is very wong if we get caught
up in nit-picking and we m ss the big picture.

2:41: 00 PM
CHAI R FRENCH found no further questions or testinony and closed
public testinony.

SENATOR THERRI AULT noted that he had an emnil to distribute to
the commttee. It was from M. Metcalfe and was related to the
topi ¢ of ethics.

2:42: 06 PM
CHAI R FRENCH announced he would hold SB 13 in commttee.

There being no further business to conme before the conmmittee
Chair French adjourned the neeting at 2:42:21 PM
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