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10: 05: 15 AM

CHAI R M KE HAVKER cal | ed the Legislative Council mneeting to order
at 10:05 a.m in room 105 of the Anchorage Legislative Ofice
Buil ding located at 733 W 4'" Avenue. He noted that since sone
menbers are on tel econference, all voting will be by roll call to
denonstrate for the record that there is a quorumfor all votes.

Present at the call were Representatives Hawker, G uenberg (via
t el econference), Pruitt, Stoltze, and P. WIlson; Senators
Coghi | I, Egan (via teleconference), Meyer , and M cciche.
Representative Austernman (alternate nenber) joined the neeting
| ater via tel econference.

Chair Hawker said there was a quorum to conduct business, and
al so wel coned Senator O son to the neeting.

RATI FI CATI ON OF CHARI TABLE EVENTS
a. Al aska Governors Awards for the Arts & Hunmnities

CHAIR HAWKER said that his staff has reviewed the organization
and confirmed that they are a recognized 501(c)(3) in good
st andi ng.

10: 08: 23 AM

REPRESENTATI VE JOHNSON noved that Legislative Council ratify the
followng charity event, which was previously sanctioned by the
Legi sl ative Council Chair in accordance with AS 24.60.080(2)(b):
Al aska Governors Awards for the Arts & Humanities benefitting the
Al aska Arts & Cul ture Foundati on.

CHAIR HAWKER, in response to a question by Representative P.
Wl son, noted that this vote ratifies an event that the Chair had
previously sanctioned in accordance with statute. It allows a
Legislator to accept a ticket to attend the event as a gift from
a |l obbyist. Legislative Council is not in any way endorsing the
or gani zati on.

Aroll call vote was taken.

YEAS: G uenberg, Johnson, Pruitt, Stoltze, P. WIlson, Coghill,
Egan, Meyer, M cciche, Hawker

NAYS: None

The notion passed 10-0.
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CONTRACT APPROVALS
a. Anchorage LIO — Furniture Integration Proposa

CHAIR HAWKER introduced Bob O Neill, project manager for the
current Anchorage LIO renovation and an enployee of Pfeffer
Devel opnment. He personal ly thanked Bob and his staff for doing an
incredible job preparing the tenporary space for the Anchorage
office in a very short tine span. He also thanked Juli Lucky of
his staff for the extraordinary amount of work she has done on
this project.

BOB O NEILL nmade a presentation to Legislative Council that
included a small nunber of slides providing exanples of office
and conference room configurations possible with their proposal
In summary, he said office furniture needs should be considered
early in any new office space planning. The Legislature has a
strong requirenent for furniture that provides flexibility and
standardi zation, given the nunber of office noves and varying
staff needs. Technol ogy needs specific to the Legislature should
also be incorporated into furniture considerations. Pfeffer
Devel opnment proposes a two-step process that includes providing a
variety of furniture options that would be put out for a
conpetitive bid, and then com ng back before Legislative Counci
with a proposal and total cost for a final decision.

CHAIR HAWKER interjected during the presentation to remnd
menbers that in a previous neeting when Council noved forward
with this project, furnishings were nentioned in an executive
session as the last itemthat Council would need to address in an
open session since it was a contract nmatter. He said that anybody
that watched the furniture nove out of the building m ght agree
that much of the furniture is in the sanme condition as the
bui |l ding about to be renovated. He further comented during the
presentation that the furniture and technol ogy requirenents woul d
be determ ned working in coordination with LAA staff.

MR. O NEILL agreed, noting that they would go office-by-office
with the appropriate Agency staff to identify needs, standards,
and appearance. They will then put together a large bid package
outlining in detail every piece and part required, in other words
a specific set of standards in both graphic and witten formwth
pi ece counts. Once that part of the process is conplete, Pfeffer

Devel opnment would conme back to Council wth what they have
determ ned are the best proposals for approval or denial in a
transparent process open to the public. Legislative Council is

not making a comm tnent beyond the tinme put in for the design
package.
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CHAIR HAWKER said that at the end of the day, the Anchorage
office will need to be furnished, one way or another. It becane
apparent during the nove-out that nmuch of the furniture was a
hodge- podge assenbled by various individuals; nmuch of it fel
apart when trying to nove it; and about half of the furniture was
really not suitable for putting back in place once the building
is done. Council is being asked to authorize the Chair, on behalf
of the commttee and working with LAA, to negotiate with the
appropriate entity under the procurenent options to engage them
to cone back with a bid package for furnishings. The procurenent
of these services is estimated to be between $75, 000 and
$100, 000, which is the approxi mate cost for the sane services for
the recently conpleted NANA building. He then opened up the item
for discussion.

REPRESENTATI VE STOLTZE conmented that he was satisfied with the
surplus furniture available. He expressed trepidation about
junping into a furniture contract and stated he would be casting
a protest vote.

PAM VARNI, Executive Director of the Legislative Affairs Agency,
in response to a question by Senator Coghill about what would
happen to the leftover furniture, said her staff have identified
quite a bit of furniture for surplus, while some furniture wll
be stored. There has not been a |large purchase of furniture nmade
for probably 20 years. Should the Legislature get new furniture
under this proposal, anything worth saving will be sent out to
other legislative offices around the state as necessary. Those
items not clained by the Legislature and that mght be of
interest to other state agencies will be sent to surplus.

SENATOR COGHILL followed up to say that it is an Anchorage
decision in his view, but there are a |lot of Legislators that
have used their office account to purchase furniture pieces.

M5. VARNI confirmed that any furniture purchased with office
account funds is the property of the individual Legislator.

CHAI R HAWKER noted that, should the decision be nade to go with

this proposal, if an individual Legislator chooses to furnish
their own office with their own furnishings, they will have the
ability to do so. There would still be a kit of furnishings that
can replace the personal itens should that Legislator |eave
of fice.

SENATOR COGHILL said from his experience it is quite a shuffle
when new Legislators cone in. He added he will be watching how we
navigate the wused furniture renmpval and listening to the
Anchor age Legislators on this issue.
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CHAIR HAWKER said furniture is an essential part of the rea
estate devel opnent process and, in his experience, the biggest
challenge. It’s a conplex process that really does require
prof essionals to work through.

SENATOR COGHI LL agreed and added that, with regard to the nedi a,
it would be in the public interest to ensure they have plenty of
space to do their job

MR O NEILL said that was taken into account and is reflected in
the floor plans.

REPRESENTATIVE P. WLSON said that, for the benefit of those
listening to the neeting, the furniture in storage is in poor
condi tion.

REPRESENTATI VE GRUENBERG wanted clarification that the noney
being requested is to hire soneone to advise the Legislature on
obtai ning furniture.

MR O NEILL confirnmed that was the case and added that the
advi sory role includes putting together a procurenent package so
at the end of the process there would be a 30-70 page docunent
used to go out for a conpetitive bid. Responding to a question by
Representative Pruitt regarding a total cost estimate, he said
the question was difficult to answer but based on his experience
for all the furniture for this size building and all the
technol ogy conponents for the conference roons and the public
spaces, the cost would be in the $1.4-1.8 nillion range.
Responding to a question by Chair Hawker, M. O Neill said the
estimate is $200, 000-400, 000 in technol ogy al one.

REPRESENTATI VE JOHNSON asked if the Agency had the ability to do
this work rather than outsource it.

M5. VARNI responded that a lot of the work being proposed is
acconplished by architects and the Agency does not have an
architect on staff. Qutside architects have been brought in to do
work on many previous projects. In terns of procurement, she
agreed the Agency is capable of that work. She said Pfeffer
Devel opnment coul d use the Agency’s procurenent officer once they
have the design package if that is Council’s preference.

CHAIR HAWKER, in response to a followup question by
Representative Johnson, said that the authority being sought at
this time is to negotiate and determ ne what woul d be the process
f orwar d
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REPRESENTATI VE JOHNSON said he would encourage the use of in-
house people as nmuch as possible when it cones to the eval uation
portion of this process.

CHAI R HAWKER said that in speaking with Legal Services Director
Doug Gardner, there is a nyriad of procurenent routes avail able
and it's a matter of picking the course that allows for the best
execution. He was seeking the authority to keep working with LAA
to determ ne that route.

MR ONEILL said that in his experience having the sane
architects that are working on the building do the furniture work
is an added advant age because of the coordination of the building
systens, wring, etc. The entire design team working on the
buil ding al so engages in the process of the ultimte furnishing
design so that it is an integrated system as well as a single
poi nt of contact and a single responsibility for that.

REPRESENTATI VE JOHNSON said that was exactly his point. He wants
someone who is accountable to the Legislature for the next 20 or
30 years, not soneone that wal ks away when the building s done,
the contract is signed and the final check is cut. He wants
peopl e that are accountable and work for the Legislature to be as
i nvol ved as possi bl e.

CHAIR HAWKER agreed. He said while the Legislature has no
financial exposure on the project itself, the building has to
wor k for us.

VICE CHAIR M CCICHE agreed that we use our internal resources
whenever possible. It may be that we identify the needs for the
furniture required and perhaps order sone internally. He said it
is worth comenting that he is sitting in his renote office with
hand- ne-downs, his office in Juneau is filled w th hand-nme-downs
and he thinks it’s sort of a badge of honor for folks. He said he
doesn’t think there should be an expectation. He’s not
necessarily referring to this current project, he just thinks we
should get full usage out of our state resources. The idea that
we have brand new shiny furniture in each office is sonmething we
need to guard agai nst.

CHAIR HAWKER said putting this package together allows us,
working with LAA, to inventory what we have and where we want to
| ook at new furnishing and where we don’t need to |ook at new
furnishings. He rem nded nenbers that there was a recent purchase
of brand new furniture for the Eagle River LIO and as soon as the
furniture was installed, Information Services had to drill holes
in the furniture in order to wire the conputer technology. It's a
no-wi n situation.
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10: 46: 44 AM

REPRESENTATI VE JOHNSON noved that Legislative Council authorize
the chairman to negotiate for professional design services for an
integrated furnishings package for the Anchorage Legislative
Information Ofice, not to exceed $100, 000.

Aroll call vote was taken

YEAS: G uenberg, Johnson, Pruitt, P. WIson, Coghill, Egan
Meyer, M cciche, Hawker

NAYS: Stoltze
The notion passed 9-1.

CHAIR HAWKER stated that any Legislator that has questions or
concerns about this project is certainly nore than welcone to
discuss with Pfeffer Developnment any |level of detail that is
involved in this project.

REPRESENTATI VE JOHNSON sai d that what he l|ikes about this is that
we are integrating the furniture and the technol ogy but he would
also like to take a forward-looking approach wth utility
corridors, etc., so as new technol ogy grows we’re not redesigning
everything, that we build into the future as nuch as possi bl e.

MR. O NEILL agreed and said that was taken into account even in
the basic building design. They try to provide the nost
flexibility to anticipate future inprovenents in technology,
particularly in nmeeting room spaces.

CHAI R HAWKER noted that while the process is just beginning to
get underway, there was discussion at the |ast neeting concerning
a | ease-purchase option for some tinme down the line; discussions
are ongoi ng.

| V. OTHER COVMM TTEE BUSI NESS

a. Legislator Al owance Accounts
CHAIR HAWKER noved down the agenda to Legislator Allowance
Accounts so interested parties present in the room could address
the item He said he had spent a great deal of tine on this issue
after a previous Legislative Council had created a conpensatory
al l omance system He summarized a technical neno prepared by
Deloitte Tax LLP, one of the world s |eading tax and accounting
firms to say that there are three options for consideration. This
commttee does not have authority to change Legislators’ base
salaries — that’s a statutory matter. At this time, the Chair
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noted the presence of Representatives Gara and Quttenberg (via
t el econf erence).

He said statute authorizes the existence of expense allowance
accounts. He cited from Sec. 24.10.110 Additional allowances, “In
addition [to salary of a Legislator], each nenber of the
legislature is entitled to an annual allowance prescribed in
accordance with AS 39.23 for postage, stationery, stenographic
services, and other expenses.” He said it’'s pretty clear by that
statute that the allowance was intended to be for office
expenses. It was not intended to be conpensation to the
| egi slature no matter how that m ght be structured.

10: 53: 45 AM
At this time, staff infornmed the Chair there was a technical
probl em and he took a brief at ease to allow for resolution

10: 54: 23 AM
CHAI R HAWKER brought the neeting back to order and noted that
this neeting was the first commttee neeting to be held in this
tenporary space. He congratulated the technical staff who nade
this whole thing work in the two weeks they had to do so.

Chair Hawker, continuing the discussion of options available,
said again there are only three options that are legal in
accordance with the Internal Revenue Service. Very clearly, there
can be an all owance account that is fully accountable. There is a
set amount for each office, receipts are submtted to Legislative
Affairs Agency Accounting, and Accounting pays for those receipts
as long as they are deened a legitimte |egislative business
expense. Everyone is treated the sane.

There is also an option that is a non-accountabl e account, which
is what the Legislature was given in 2013 by the previous
Legislative Council. A set amount of noney is dispensed at the
beginning of the year, it’'s treated as taxable incone, it has
wi t hhol di ng against it, it’s conpensation. He went on to say that
whatever is done with the net amunt received requires no
reporting back to the state or otherwise, it may be used as the
Legislator wlls. Again, non-accountable account resulting in
taxabl e income is the second option and is very clear.

In working with Deloitte Tax, it took sonme tine to determne if
there were any other viable options. He wanted to see how nuch
| atitude there was to give individual Legislators the ability to
choose between a fully accountable and non-accountable plan,
which was a Ilittle bit nore like what existed before the
uni versal rule took effect for 2013. The concept is called a
‘cafeteria’ benefits plan. In this case, after nuch professional
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research by sone of the best people in the nation, they ve
concluded that the IRS hasn’t ruled if a cafeteria plan could be
used. The IRS has not issued the regulations that they proposed
to deal wth the cafeteria concept. Those regulations, if
finalized, would probably be construed to preclude the ability of
i ndi vidual Legislators to choose between accountable and non-
accountable. At best, it would be an uphill battle and probably
unwor kabl e in the long range, particularly when cast in the |ight
of Alaska's statutory authority to have allowance accounts. He
doesn’t personally see anywhere in that statute that really
allows any form of conpensatory allowance account. The fully
accountable plan is, in fact, the only viable route forward for
pr oper i npl enent ati on of t hat statute. It provi des
accountability, transparency, and reportability for state funds.

Chair Hawker said he intended today to put a notion on the floor
that would direct LAAto re-wite the Allowance Policy as a fully
accountable policy. He then opened the issue to discussion. He
invited Representative Gara to testify.

REPRESENTATI VE GARA said he hoped that the Legislature changes
the Allowance Account Policy to one that our accountants and
attorneys have said is legal. The problemw th the current policy
is that roughly $1,000 goes into the Legislator’s retirenment
account out of the office account. There is an office account
statute that noney should be spent on office expenses. Part of
the current policy says one-third of the noney goes to the
federal governnent; that’s $300,000 that gets sent to the federa
government because it’s taxable. That doesn’'t seem smart. The
public should have a right to know what office account nonies are
spent on. That’'s not the policy under the current system At the
end of the year, if there is noney left over, it should |apse to
the general fund. He thinks that’'s sonmething the Legislature has
made a mstake on over the years. He hopes the conmittee wil
adopt a policy that says Legislators will report their expenses
to the Legislative Affairs Agency so the public can see what they
are; that whatever noney is not spent goes back to the general
fund; and that none of the nbney goes into retirenent accounts.

CHAIR HAWKER interrupted to ask if Representative Gara agreed
with the notion about to be put forward. Representative Gara
confirmed that was so. Chair Hawker repeated that the current

policy was established by a previous Legislative Council, not the
peopl e seated here today. That policy, as it was put in place
necessarily lasted one year and Council is taking action today as

soon as it’'s practicable in time to nake sure the new policy is
i npl emented as soon as it’'s possible to inplenment a new policy.
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REPRESENTATI VE JOHNSON thanked the Chair for getting sone
assi stance from sone professional tax people. He said he thought
the decision that was nade in the previous Council was nade
somewhat wi thout appropriate information. He said he didn' t think
Council had everything they needed to nake the right decision.
The decision then was to offer flexibility to a Legislator and
let themdo it on their own. Wth this newfound information, he
has no doubt that the direction Council is going is appropriate.
He asked if new staff would be necessary to admnister 60
accounts.

JESSI CA GEARY, Finance Manager for the Legislative Affairs
Agency, responded that extra staff would not be needed. She said
there were four people working in the Accounting office. They
have handl ed accountable plans in the past and they can do it
agai n.

SENATOR MEYER said he didn’t care either way because he’ s al ways
exceeded the allotnment that he's been given. He asked whether the
Senate shouldn’t be given twice as nmuch as the House since the
Senate districts are twice as large. He said he has found that
doing a mailing as a Senator neans there are twice as nmany
constituents to reach and it’'s going to cost twice as nuch. He
said that’s how he usually exceeds his allotnment. Doing a mailing
in a Senate district is $7,000-8,000; two mailings generally uses
up the whole allotnment. He said he sees some savings by having
t he House be $10,000 and the Senate be $20,000 and is curious how
it ended up being $16,000 for the House and $20,000 for the
Senate. He acknow edged there woul d be sone di sagreenent on that
issue. He said if you do take the lunmp sum you keep track of
your own expenses and can claimit on inconme tax to get the noney
back anyway. In a way, one is still tax-protected. An accountable
plan requires an extra step, so it isn't quite as efficient
al t hough he has no probl em doi ng that.

CHAI R HAWKER, speaking to both points, responded that he wasn’'t
part of this Council when the rates were established and that the
issue can be revisited at any tine. It's not sonething he was
prepared to bring up today, but could be an itemin the future.
The point on the financial efficiency, however, is that even when
taken as a non-accountabl e plan as personal incone then spent and
arguably getting a tax deduction on your form 2106 (Enployee
Busi ness Expenses), there’s an adjusted gross inconme hurdle
bef ore one can get any cl aimof those Enpl oyee Busi ness Expenses;
a built-in inefficiency there that you conpletely |ose a portion
of that allowance account dependi ng upon one’ s personal adjusted
gross i ncone.
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SENATOR MEYER said he agreed the cafeteria option should be off
the table. He then asked why Legislators couldn’'t be given a
choi ce to go accountabl e or non-accountabl e.

CHAI R HAWKER said he was responding as an individual Legislator
who doesn’t see how Council has the authority to create all owance

accounts that are, in fact, conpensatory. There is no clear
authority in statute; the statute discusses an expense allowance
account for specific things. It’s silent on that being

adm ni strated through additional conpensation when there is no
accountability requirement. There is also a separate |ega
statute that defines |egislator conpensation that does not speak
to the fact that your conpensation is your salary plus an
al | omance account. He noted that Legal Services has said that
it’s “squishy” at best. He said he personally does not want to go
that way. He wants to be crystal clear, absolutely accountable
and within the letter of the law If Legislator salaries need to
be adjusted, we have a salary conm ssion; we have handed off that
responsibility to an outside party.

REPRESENTATI VE P. WLSON supported the fully accountable plan as
the noney goes further and she is already in the practice of
keeping all her receipts.

REPRESENTATI VE JOHNSON said he has opted for a split between
accountable and non-accountable as that provided the nost
flexibility, as well as he was initially concerned about the
responsi veness of the Accounting system for reinbursing vendors.
He found the response of the Accounting office to be very quick

vendors receive paynent in a very timely manner wth no
conpl ai nts about | ate paynents. He conplinmented Ms. Geary and her
departnment for their efficient performance. He is really
confortable now with the way it is.

CHAI R HAWKER agreed that he was also a big fan of Accounting. He
said that in inplenenting this policy, to please keep in mnd
that Legislators will occasionally have to pay for sonething out
of pocket and submt the receipt for reinbursenent; not every
transaction can be billed to a vendor.

Chair Hawker, in response to M. Geary' s assurance that
Accounting tries to get reinbursenent checks out as soon as
possible, said they did an extraordinary job considering the
nunber of folks they are working wth.

REPRESENTATI VE JOHNSON fol |l owed up to say that nost vendors wl|
direct bill the state, so one doesn’t necessarily have to pay out
of pocket. Further, if a vendor does not currently have an
account with the state, Accounting can assist in renedying that.
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CHAIR HAWKER noted Representative Austerman had joined the
nmeeting via tel econference.

M5. VARNI, responding to a question about the history of
| egi slative allowance accounts and any legal opinions on the
subj ect, said she did have a legal opinion from Doug Gardner,
Legal Services Director, and Emily Nauman, Legal Services Staff
Attorney. The allowance has gone through many different changes
over the years. Accounting used to just cut the check w thout any
deductions; then it went to an accountabl e/ non-accountable plan
and she’d be glad to share the legal opinion wth Counci
nmenbers. She said maybe Doug or Enmily would like to comrent.

REPRESENTATI VE GRUENBERG, responding to a request by Doug Gardner
to repeat his question with regard to the l|egal opinion, said
that he was specifically interested in whether the statutes,
under the current wording and Agency interpretation, would allow
t he bal ance of the unexpended account to be paid directly to the
Legi sl ator as taxabl e i ncone.

CHAI R HAWKER said he could answer that question and the answer
was absolutely not. That would cause every paynent nmade to every
Legislator to be re-characterized by the IRS as taxable incone.
It exposes the Legislature having all that incone over many years
past re-characterized for the fact that we have not been doing
this right. It’s a bit of a gray area, but as soon as Legislative
Council becane aware of the circunstance, they changed it to
something fully allowable under the IRS statutes and in full
conpliance with the Internal Revenue Service code, regulations
and procedures. W cannot go back to that residuary concept.

REPRESENTATI VE PRU TT said, in going back to the coment nade by
Senator Meyer, that if anyone needs nore noney it’'s the newer
Legi slators. The expenses of just getting an office up and
running were rather high. He said he spent way nore than his
allotment that first year to try and conmunicate with itenms such
as letterhead and appropriate TVs to watch Gavel-to-Gavel for
i nstance.

MS5. GEARY, in response to further questioning by Representative
Pruitt, said food was reinbursed at 50% because that is what is
deducti bl e for business expenses on one’s incone tax return.

CHAIR HAWKER, in response to followup questioning by
Representative Pruitt regarding all owabl e busi ness expenses, said
that he had established a working relationship with Deloitte Tax
on an ongoing basis to be able to take these sorts of detailed

Legi sl ati ve Council Meeting 12 of 20
Novenber 21, 2013 M nutes
Approved January 30, 2014



guestions to one of the leading tax accounting firms in the
wor | d.

M5. CGEARY, in response to a question by Representative Pruitt,
said donations are not allowable business expenses with the
exception of advertising. |If an organization was going to
advertise on behalf of a Legislator, that was not considered a
donati on.

CHAI R HAWKER sai d these issues could be further clarified by an
anendnent of statute if we chose to. Referring back to the
exi sting statute, he doesn’t know of anyone who spends funds on
st enographi ¢ services. During the discussion, M. Varni indicated
the statute cane into existence in 1959. He said perhaps it is
time to review the overall substantive elenents of the statute
which is separate from the conpliance elenments being discussed
today. In further discussion, he said that his intent is to
establish a policy that is durable. There are so nmany areas
within state statute that becone arcane and this nmay be one of
t hose areas that need to be revisited.

M5. VARNI, in response to a request by Representative Johnson for
a formalized approach to ensuring clear comrunication of this new
policy, said she and Ms. Geary would work with Representative
Hawker’s office and the tax accountants to ensure the necessary
information was inparted to all 60 nenbers.

SENATOR MEYER added hi s support to ensuring detailed
comuni cati on on how an accountable plan would work, especially
for those that aren’t famliar with tracki ng busi ness expenses.

SENATOR OLSON opined that Legislators should be able to choose
between accountable or non-accountable as only having an
accountabl e plan causes undue hardships to certain Legislators;
those Legislators with a district that includes several Al aska
Bush comunities in a renote location have trouble getting
legitimte receipts and/ or submitting and receiving
rei mbursenents in a tinely manner. Many of these conmunities dea

on a cash basis only and he feels he is being put at a
di sadvant age by having to operate under an accountable plan. The
al | omance account does not cover the costs of mailings or
traveling around such a large and renote district. H's tax
accountant does taxes for both rural and urban Legislators and
has trouble figuring out what can or can’'t be clained. He
respectfully recormmended there be an option to choose between an
account abl e and non-accountable plan, and said that was in place
for several vyears, approved by a previous Legislative Council

likely for the reasons he cited above.
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CHAI R HAVKER responded that the decision is constrained by the
statute. If the statute, which is obviously arcane, was nodified
to recognize contenporary legislative life, including the
realities of Alaska, and it was nodified in a manner to recognize
that it could be a conpensatory expense all owance structure, then
all ow ng individual Legislators their own choice would be a very
good option. He does not see that there’'s a sufficiently clear
| egal authority for Legislators to have any |evel of conpensatory
al lowance at this tine. It is a policy call, however.

SENATOR OLSON followed up to say that it is his understanding
that there has not been a legal opinion that has given the sane
weight to the Chair’s interpretation of the statute. It certainly
has not been challenged as far as he knows. He believes Counci
is premature in trying to make a decision at this point.

REPRESENTATI VE P. WLSON said given the discussion it would be
wise to ook at the statute and see how it can be tweaked so that
it will reach everybody. It would have to be taken care of right
away at the begi nning of session.

CHAI R HAVWKER interrupted to say that for tax purposes, a decision
needs to be made before the end of the calendar year. He then
addressed Ms. Varni to say it was his understanding that there

was sonme level of legal involvenent on this issue under a
previous Legislative Council that concluded it is legally
uncl ear .

M5. VARNI said that the problem in previous years wth the
accountabl e plan was that the excess of one’'s allowance was not
returned to the general fund and Council is fixing that today.

CHAI R HAWKER, noting that participants had other neetings they
needed to get to, asked for a notion

11:36: 16 AM
REPRESENTATI VE JOHNSON noved that the All owance Policy adopted by
Legislative Council on Decenber 13, 2012 be anended to be

adm nistered as a fully accountable plan for all |egislators,
with any balance remaining at the end of the calendar year
| apsi ng.

Aroll call vote was taken

YEAS: G uenberg, Johnson, Pruitt, Stoltze, P. WIson, Coghill,
Egan, Meyer, M cciche, Hawker

NAYS: None
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The notion passed 10-0.

VICE CHAIR M CCICHE noted for the record that sone Legislators
kept an accountable plan individually because of constituent
guestions about the previous system For those Legislators wth

challenging districts - for instance tw of his comunities
require a boat ride - coupled with being a new Legislator, he
wanted to assure the public that $20,000 is not an adequate sum
of noney to cover those expenses. It’'s expensive to do

| egislative business in the state of Alaska and it’'s not a |arge
sum of noney even though it may sound that way to sone.

CHAIR HAWKER, responding to a question by Representative
Gruenberg, said the policy just passed will be effective for the
com ng cal endar year (2014) and subsequent years, which is how
t he account is adm nistered.

CONTRACT APPROVALS ( CONTI NUED)
b. Barrow Lease

CHAI R HAWKER, noting the absence of Representative Johnson, asked
Representative Pruitt to please read the notions.

M5. VARNI said that before nenbers is Barrow subl ease extension
renewal #3 in the amunt of $33,124.68 excluding CPI-U
adjustnments. Senator O son and Representative Nageak use the
Barrow LIO although it is her understanding that Representative
Nageak has office space at a different |ocation, but does use the
services at the Barrow LI QO

SENATOR OLSON said his office is part of the LI O conference room
due to limted office space in Barrow and he is in favor of
continuing the | ease at this |ocation.

11:42: 05 AM
REPRESENTATI VE PRU TT noved that Legislative Council authorize
the chairman to approve a one-year renewal of the existing
subl ease agreenment wth Arctic Slope Tel ephone Association
Cooperative, Inc. for the Barrow Legislative Information Ofice
for a cost of $33,124.68.

Aroll call vote was taken.

YEAS: G uenberg, Pruitt, Stoltze, P. WIson, Coghill, Egan,
Meyer, M cciche, Hawker

NAYS: None

The notion passed 9-0.
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c. Di scovery Preschool

M5. VARNI said the Discovery Preschool LLC contract is in its
third and final one year renewal. They have 39 spaces for
childcare and it serves year-round |egislative, state and city
enpl oyees, as well as nine childcare slots for Legislators and
legislative staff who relocate to Juneau for session. The
Director has received six applications so far for those nine
spaces. In response to a question by Chair Hawker, M. Varni
confirmed there was no noney associated with this renewal. She
said the legislature provides the office space but the financia
arrangenents are between Di scovery Preschool and the parents who
use those services and not the Legislative Affairs Agency.

Ms. Varni, responding to a question by Senator Meyer, said that
Di scovery Preschool does not pay the Legislature rent for that
space; they have the same arrangenent at the Federal Building in
that the space is provided to the contracted childcare services.
In followup, she confirmed that Discovery Preschool is not a
non-profit at this tinme. In the years that they have been in that
space, there have been no problens; they have provided a great
service not only to the parents comng to Juneau for session that
need childcare but for the conmunity that has gone through a
chil dcare provi der shortage.

SENATOR MEYER questioned whether that space would be better used
in another way. He noted that he was synpathetic as he had to go
all the way to the valley to find childcare when his children
wer e young. Having onsite childcare is convenient but said he was
bot hered that we are out of space and we’re buying up additional
bui l dings when that area is available. He further noted that
there have been questions about conpatibility in locating a
childcare center close to a place that sees denonstrations which
may not be appropriate for children to see. He said he wants to
be sure that everyone's rights are protected while al so providing
this inportant daycare service and, as the Legislature runs out
of space, all the alternatives are considered.

CHAI R HAWKER, noting that the issues raised by Senator Myer may
warrant further debate, asked what the consequences would be if
this item was pulled from the agenda for addi ti onal
consi derati on.

M5. VARNI said the contract would expire at the end of Decenber,
whi ch would nmean that 40 parents would need to find a place for
their children to have chil dcare provided.

M5. LUCKY, staff to Representative M ke Hawker, said she was
aware and sensitive to the issues that Senator Meyer has brought
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up, and pointed out to nenbers that this is the last year of the
contract. Regardless of any action taken by the Council today, in
the upcomng year, we wll either be going out for RFP or the
contract will be expiring. As a parent who has counted on this
service before, and know ng many parents who have already put
their names in and are |ooking for that childcare now, she urged
Council to approve this renewal today. The contract wll
naturally expire next year if no further action is taken

SENATOR COGHI LL, agreeing with Senator Myer, said that in the
upcomng year, it mght be a good idea to look at the
appropriateness of the use of that space. It created an untenable
situation where people’'s freedom of speech was blocked in a
significant way. He said he did not cone to this neeting with the
intent to stop it but the point was well brought up.

REPRESENTATI VE PRUI TT said it wasn't a good idea to stop it this
comng year, that there was an inplied conmmtnent that there
would be space available for <children. He suggested that
Di scovery Preschool make sure it is very clear to the parents
that are there that they recognize that because of the |ocation,
there could be certain protests or things they don't agree wth,
but by having their children at the daycare, they are expecting
what ever possi ble adverse conditions may conme up. He agreed it
warrants a conversation in the upcom ng year

M5. LUCKY pointed out that Legislative Council did not get any
comments or conplaints from the Director of the preschool or
parents of the children there. She said she is fairly sure that
they are aware of the fact that there will be protests in front
of the Capitol. They all are Juneau residents. She said approving
the contract to go through this year and allowi ng the parents who
already are counting on that childcare to be there is a good
route forward. Since this is the last renewal, this will be a
topi c of discussion regardl ess of what is done today.

CHAI R HAVWKER, presum ng that the one year renewal is approved,
directed M. Varni to have LAA take the initiative and
responsibility of comng back early in the next year to put this
bef ore Council as a discussion item

SENATOR MEYER agreed it should cone before Council in a tinely
manner and added that traffic is also a concern. There are a | ot
of cars coming and going during the three nonths of session and
he doesn’t know what the State’s liability is if a child gets
hurt. Such itenms warrant nore discussion if it’s going to be done
on a | ong-term basi s.
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11:

SENATOR COGHI LL said, logistically, the traffic on Seward Street
is really difficult and wanted to know if there had been any
acci dents given parking and the slippery hill

M5. VARNI said the Agency, in an attenpt to alleviate the risks
of children crossing the street, asked the Gty to switch the
current | oading zone to the other side of the street, but it was
not al | owed.

56: 36 AM

REPRESENTATI VE PRU TT noved that Legislative Council authorize
the chairman to approve a one-year renewal of the existing
prof essi onal service contract with Discovery Preschool LLC

Aroll call vote was taken

YEAS: G uenberg, Pruitt, Stoltze, P. WIson, Coghill, Egan
Meyer, M cciche, Hawker

NAYS: None

The notion passed 9-0.

| V. OTHER COWMM TTEE BUSI NESS ( CONTI NUED)

a. Legi sl ative Procurenent Procedure Amendnents
CHAI R HAWKER said that at the |last Legislative Council neeting,
menbers approved a suite of amendnents to the Legislature's
Procurenent Policy, which had been brought forward by Legal
Servi ces and procurenent folks. Two of those anendnents, nunbers
7 and 10, were wthheld at the request of Representative
Gruenberg for additional consideration. He asked M. Gardner to
briefly explain the two anendnents.
MR. GARDNER said the two renmai ni ng anendnents that were held over
fromthe last neeting were part of a package of anmendnents that
Legal Services has collected over a period of tinme, noticing
i ssues such as changes in the |law or areas where the procurenent
procedures are working less well than they could be. Wth regard
to anmendnent nunber 7, after comments at the last committee
neeting, he narrowed the anmendnent |anguage. In those instances
where there is a change in ownership for the lease of a
| egislative space that does not include a subordination
agreement, this anendnent allows the approval by the Chair of a
sinple assignnent without a committee neeting. Were there is a
subordi nation agreenent, full Legislative Council approval is
still required; the Chair al one cannot approve.
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Wth regard to anmendnent nunmber 10, M. Gardner directed nenbers
to the footnote included on the proposed anendnent | anguage,
saying nuch of it had been added as an expl anati on since the | ast
neeting. Right now, the Legislative Procurenment Procedures don’'t
l[imt a potentially successful bid protestor to their bid
preparation costs. AS 36.30, which addresses procurenent for the
Executive Branch, does have that limtation. Like AS 36.30, this
amendment is designed to protect the Legislature from a |arge
damage cl aim that goes beyond bid preparation. This is one area
where it seens reasonable for the Legislature to treat its
procurenment procedure the sane as the Executive Branch and [imt
the conpensation for someone who does present a successful bid
protest to the costs of applying for a particular contract.

CHAI R HAWKER summari zed that this is conformng the Legislative
Procurenment Policy to that established by statute for the
Adm ni strative Branch; the Legislative Procurenent Policy is
established under a separate statute but that statute really
directs the Legislature to be consistent with the statutory
policy established for the Executive Branch. M. Gardner agreed.

REPRESENTATI VE GRUENBERG said he appreciated the additional tine
to review the two anmendnents and was satisfied that they were
good anendnments for the reasons M. Gardner has stated.
Representative Guenberg also detailed sone history about what
constitutes damages and why Title 36 was |imted.

12: 06: 32 PM
REPRESENTATI VE PRU TT noved that Legislative Council adopt
proposed anendnents 7 and 10 to the Legislative Procurenent
Procedure as presented.

Aroll call vote was taken

YEAS: G uenberg, Pruitt, Stoltze, P. WIson, Coghill, Egan
M cci che, Hawker

NAYS: None
The notion passed 8-0.
c. Change Order Analysis

CHAIR HAWKER noted this item did not require a quorum Senator
M cci che had requested a history of change orders on Legislative
Council renodel projects due to concerns he heard expressed in
previous neetings. Senator M cciche had conpleted his analysis,
provided a witten report to the commttee and was given the
fl oor.
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VICE CHAIR M CCI CHE sunmarized his witten report for nenbers

saying that his analysis showed that the three l|arge scale
renodel projects adm nistered by the Legislative Affairs Agency
(Terry MIller LOB, Thomas Stewart LOB and Legislative Finance
LOB) were conpleted strictly followng the Legi sl ative
Procurenent Policies and the direction of Legislative Council.
The first two projects (Terry MIller and Thomas Stewart LOBs)
were conpleted using an up-front approval of the solicitation

award and expenditure designating a sum of noney intended to
cover the entire project with the exception of required change
or ders; on the third project (Legislative Finance LOB),
expenditures went before Council each time an individua

expendi ture or change order exceeded $25, 000.

He further noted that Legislative Council is charged with the
responsi ble fiscal managenent of |egislative projects. Unless
Council chose to look at approving project costs up-front or

putting additional contingency funds into the contract structure
in strict accordance with procurenment procedures, Legislative
Council responsibilities will continue to include approving each
change order item that exceeds $25,000 or 10% of the original
amount of the construction contract, whichever is nore. He said
he personally feels that a second set of watchful eyes is
inperative to a robust and transparent public process, but that
he doesn’t feel Council should rake LAA over the coals every tine
there is a change order. He said he enjoyed the process of
conpleting his report and has background information of the
change orders attached to the packet. He said he investigated
ot her states and of those that responded, found that nost states
generally have a higher anmount of change order that needs

approval by a Legislative Council; for exanple, ldaho's [imt is
$100, 000.
CHAI R HAVKER t hanked Vice Chair Mcciche for the substantial tinme
and effort he put into the report and Senator Coghill added that
it was very well done and he appreciated Senator M cciche digging
into it.

There being no further business before the conmttee, the
Legi sl ative Council neeting was adjourned at 12:13 p.m

12: 13: 58 PM
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