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REPRESENTATI VE SAM KI TO
Al aska State Legislature
Juneau, Al aska

PCSI TI ON  STATEMENT: Answered questions

sponsor.

CRYSTAL KOENENAN, St aff
Representative Sam Kito
Al aska State Legislature
Juneau, Al aska
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-- Meeting Rescheduled from 1/25/17 --
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PCOSI TI ON STATEMENT: Answered questions on HB 91 on behalf of

Representative Kito, prine sponsor.
HEATHER HEBDON, Executive Director

Al aska Public Ofices Conm ssion (APQC)
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PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
91.

RYAN JOHNSTON, St af f

Representative Jason G enn

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Provided a sectional analysis of HCR 1 and
expl ained CSSSHB 44(JUD) and HCR 1 with the use of a Power Point
presentation, on behalf of Representative Genn, prinme sponsor
of CSSSHB 44(JUD) and HCR 1.

REPRESENTATI VE JASON GRENN

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Answered questions during the hearing on
CSSSHB 44(JUD) and HCR 1, as prinme sponsor.

JERRY ANDERSQN, Admi ni strator

Select Commttee on Legislative Ethics

Legi sl ative Agencies and Ofices

Anchor age, Al aska

POSI TI ON STATEMENT: Answered questions during the hearing on
HCR 1 and CSSSHB 44(JUD) .

ACTI ON NARRATI VE

3:05:52 PM

CHAIR JONATHAN KREI SS-TOWKINS called the House State Affairs
St andi ng Commttee nmeeti ng to or der at 3:05 p. m
Representatives LeDoux, Tuck, Wol, Birch, Johnson, Knopp, and

Krei ss-Tonki ns were present at the call to order.

HB 91- APOC REG STRATI ON FEES; LOBBYI ST TAX

3:07: 00 PM

CHAI R KREI SS- TOWI NS announced that the first order of business
woul d be HOUSE BILL NO 91, "An Act relating to fees for certain
persons filing disclosure statements or other reports with the
Alaska Public Ofices Conm ssion; relating to a tax on
| egi sl ative | obbyists; and providing for an effective date."

3:08: 01 PM
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REPRESENTATI VE SAM KITO Alaska State Legislature, as prine
sponsor of HB 91, stated that staff is exploring alternate
met hods for collecting program receipts for the Al aska Public

O fices Conmm ssion (APQC). He suggested that replacing the
"inconme tax" in HB 91 with a "fee" would provide a nore direct
path to generating program receipts. He enphasized that the

goal is to generate noney for APOCC to support its operations, to
satisfy the program receipt authority, and to provide savings
for the State of Al aska.

3:09: 33 PM

CRYSTAL KOENEMAN, Staff, Representative Sam Kito, Al aska State
Legi slature, on behalf of Representative Kito, prinme sponsor of
HG 91, relayed that staff is considering a "stair-step" approach
for generating revenue for APCC. the |ower the contract anount,
the fewer the filings with APOC and the less work; as the
contract amount increases, nore work is associated with APOC
filings. She stated that the new proposal under HB 91 would
consist of: a $350 fee for contracts under $30,000; a $650 fee
for contracts between $30,000 and [ $60, 000]; and an $850 fee for
contracts [$60,000] and over. She asserted that the resulting
revenue under this proposal is estinated to be $259, 150, based
on 2015 and 2016 data provided by APOC. She went on to say that
after adding in the estimted $106,600 in revenue generated
through the proposed registration fees for candidate, groups,
and non-group entities and the proposed financial disclosure
fees for legislators and public officials, the total estinmated

revenue is $365, 750. She maintained that this amount is nuch
closer to the estimted anount [of $329,750] in the sponsor
st at enent . She asserted that collection of these fees into the

designated general fund (DG) would reduce the 2018 operating
budget request by approximately $120, 000.

3:11:54 PM

REPRESENTATI VE LEDOUX asked why a smaller contract would be
necessarily less conplicated than a larger contract, and what
woul d be required of APOC pertaining to a contract of |ess than
$30, 000 conpared with a contract of greater than $60, 000.

REPRESENTATI VE KITO responded that one difference is the work
that the |obbyist is providing the client. He conceded t hat
sonetimes contracts overstate or understate the anobunt of work.
He explained, however, that wunder a $10,000 contract, the
i kelihood of extensive billings for |obbyist activities needing
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reconciliation by APCC, such as taking clients out to dinner, is
| ess than for a $60, 000 contract.

REPRESENTATI VE LEDOUX stated that what she has observed is that
the client, not the |obbyist, is paying for the dinners. She
added that sone | obbyists entertain clients in their homes. She
pointed out that in neither of these cases do the expenses show
up in APOC reports. Representative LeDoux asked what APOC woul d
be | ooking for wwth a higher priced client.

3:16: 23 PM

HEATHER HEBDON, Executive Director, Alaska Public Ofices
Comm ssion (APOC), responded that her understanding is that the
stair-step approach for fees, which is being considered for HB
91, is based on the volune of reports that cone into APCC, and
that volunme relates to the ampunt of a contract. She stated
that the assunption is that Jlarger <contracts require nore
reporting. She explained that fees are not based necessarily on
a single registration fee for a single |obbyist, since a single
| obbyi st nmay have a dozen different clients. She offered that
the 1 obbyists nmaking nore noney would have nore clients and,
therefore, would require nore reporting.

REPRESENTATI VE LEDOUX asked if a |obbyist with one client paying
$61,000 is likely to have less reports than a |obbyist with one
client paying $10, 000.

M5. HEBDON replied no, that is not her understanding. She said
that the amounts referenced by the three contract ranges, are
not based on the individual |obbyist, but rather on the anount
that the |obbyist is making from |obbying activities. She
conceded that a single |obbyist could have one client paying
$60, 000, but the expectation is that the single |obbyist nakes
$60,000 with ten clients, and there are separate reports for
each of the ten clients.

REPRESENTATI VE LEDOUX suggested that Representative Kito's
intention is that wunder HB 91 every |obbyist would pay a
registration fee, and if the contract anount for any given
client is nore than $60, 000, the registration fee would be $850.
She added that if the contract were $10,000 or less, the
registration fee would be $350. She expressed her belief that
the fee was not intended to be based on "the entire book of
clients" for a | obbyist.

3:20: 22 PM
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REPRESENTATI VE KITO responded that the fees for |obbyists are

currently assessed at $250 per client. He explained that if a
| obbyi st has multiple clients, then he/she pays that fee on each
client. He added that if a client contracts with multiple
| obbyi sts, each |obbyist is paying a fee on that client. He
stated that the goal for restructuring APOCC fees is to generate
enough revenue for APOC to be able to fulfill its duties.

REPRESENTATI VE LEDOUX conceded that a client paying $60,000 for
| obbyi ng services can nore afford the $850 fee than a client
payi ng $10,000 for |obbying services. She stated that she is
not sure that the $60,000 client necessarily engenders nore for
any | obbyi st than does the $10,000 client.

CHAI R KREI SS- TOWKI NS suggested that assigning fees in this way
is conparable to the Alaska Court System assessing court fees
based on the size of a tort claim even though a smaller claim
may require nore in court services than a larger claim He
offered that the size of a claimor contract is used as a blunt
metric for assessing a fee.

3:22: 37 PM

REPRESENTATIVE BIRCH referred to the sponsor statenment, which
estimates revenue of $60,000 through the $50 financial
di sclosure filing fees. He asked if besides the 60 |egislators,
there were 1,100 other people submtting annual financial
di scl osure forns.

M5. HEBDON said that AS 24.60.200 requires a significant nunber
of people to file financial disclosure statenents. She
mentioned that the five-year average of public official
financial disclosures (POFDs) received by APOC was approximately

1,300 per year. She said that nunber includes those in the
executive branch and governor's office, nenbers of boards and
commi ssions, and |egislators. She added that nunicipal filers

in conmunities with populations greater than 15,000, who are
subject to APOC s electronic reporting requirenments, are also
included in the five-year annual average. She expressed her
desire for nore clarification in Section 4, on page 3 of HB 91,
to better define the group of filers from whom APOC would be
col l ecting fees.

REPRESENTATI VE BI RCH asked how nmuch effort is required for APCC
to manage the financial disclosure filings.
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M5. HEBDON replied that the majority of APOC s budget is for
per sonnel . She said the online filing system alone requires a
fulltinme anal yst programrer. She nentioned that direct services
to the public consune nost of APOC personnel's tine - answering
phone calls, answering emails, assisting filers with the online
filing system and auditing reports. She added that currently
APCC is statutorily required to audit every report comng into
the office, but it doesn't have the staff to do so.

3:26: 09 PM

REPRESENTATI VE WOOL asked for confirmation that instead of the
income tax specified in the original bill or the flat fee of
$250 currently in statute, the new version of HB 91 will include
a fee on a sliding scale that is progressive - the higher the
val ue of the contract, the higher the fee.

M5. KOENEMAN confirmed that the fee would be on a sliding scale
based on [l obbyist] income [fron] the client.

REPRESENTATI VE WOOL offered that the [new proposed] fee was per
contract, whereas the previous 2.5 percent tax would have been
on the | obbyist's gross anount derived fromall the contracts.

REPRESENTATI VE KI TO responded that the nechanism for applying
the tax versus the fee would be the sane. He stated that the
2.5 percent tax for each |obbyist would have applied to each
| obbyi st contract. He went on to say that this would be a
change froma tax to a fee. He said that the fee is set at a
sliding scale, not a percentage; for all of those bel ow $30, 000
is one fee, between $30,000 and $60,000 is another fee, and
above $60, 000 is another fee.

3:27: 44 PM

REPRESENTATI VE KNOPP noted APOC s reduction in revenue, from
$1,300,000 in 2015 to $866,000 in 2016, and reduction in
fulltime staff, from 12 positions authorized in fiscal year 2017
(FY 17) to 8 positions shown in the current organization chart.
He asked if APOCC is currently operating with eight full-tine
enpl oyees.

M5. HEBDON responded that APOC currently has eight position

control nunbers (PCNs), and the analyst programer position and
one other position are currently vacant.
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REPRESENTATI VE KNOPP asked if those two positions have been
vacant for some tine.

M5. HEBDON replied yes. She said that when the fornmer executive
director left, she becane the executive director and has not yet
recruited for her former position.

REPRESENTATIVE KITO confirmed in response to Representative
Knopp that the |egislature authorized receipt authority up to
$240, 000, but by statute the only fee that could be collected
was $250 per client per |obbyist, which raised about $106, 000.

3:30: 20 PM

REPRESENTATI VE KNOPP referred to the docunent, titled "Milti-
year Allocation Totals wth Funding - Operating Budget - FY 2017
Conf Commttee Structure,” included in the commttee packet, and
asked if the anpbunts shown in the budget were anounts authorized
but not necessarily received by APOC for operations.

M5. KOENEMAN referred to the colum, titled "FY 16 Actual,"” to
point out that the legislature had appropriated $758,500 in
unrestricted general funds (UG), but APOC was only able to
utilize $107,500, because that was the limt of its receipt
authority. She then referred to the amounts |isted under the
colum, titled "FY 16 Final," and pointed out that $240,000 was
appropriated by the legislature, but it turned out to be
"hol l ow' authority because APOC did not have the statutory
authority to collect fees up to that anount. She added that the
| egislature thought it was giving APOC additional funds;
however, the revenue generated by APOC fees was substantially
| ower than the anobunt authori zed.

REPRESENTATI VE KNOPP asked if the legislature was giving APCC
authority to spend an anount that it was not able to collect.

M5. KOENEMAN replied, "Basically, yes."

REPRESENTATI VE KNOPP referred to the $242,600 |isted under the
colum, titled "FY 17 Auth," and asked if APOC would be able to
collect this anobunt only if HB 91 passed.

M5. KCENEMAN confirmed that APOC would not be able to generate
$242,600 in funds, but only the approximately $107, 000,
depending on the nunber of filers. She reiterated that the
intent of HB 91 is to raise the statutory fee authority all ow ng
APCC to coll ect nore revenue.
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3:33:15 PM

REPRESENTATI VE KNOPP comrented that wth the possibility of
filing fees, he believes that people appointed to boards and
comm ssions should be exenpt from APCC filing. He relayed that
there are about 360 people who fall into these categories, and
they are not necessarily conpensated. He asserted that the
exenption would alleviate APOC of sone of its workload.

CHAI R KREI SS- TOWKI NS of fered t hat t he Depar t ment of
Adm ni stration Finance Subcomm ttee was considering reducing the
nunber of public officials who are required to file POFDs.

[HB 91 was hel d over.]

3:35: 06 PM

The conmttee took an at-ease from3:35 p.m to 3:38 p.m

HB 44- LEG SLATI VE ETHI CS: VOTI NG & CONFLI CTS
HCR 1- AVEND UNI FORM RULES: ABSTAI N FROM VOTI NG

3:37:31 PM

CHAI R KREI SS- TOWKI NS announced that the final order of business
woul d be SPONSOR SUBSTI TUTE FOR HOUSE BILL NO 44, "An Act
requiring a legislator to abstain from taking or wthholding
official action or exerting official influence that could
benefit or harman immediate famly nmenber or certain enployers;
requiring a legislator to request to be excused from voting in
an instance where the legislator may have a financial conflict
of interest; and providing for an effective date."” and HOUSE
CONCURRENT RESCLUTION NO. 1, Proposing an anendnent to the
Uniform Rul es of the Al aska State Legislature relating to voting
and abstention from voting. [Before the committee was CSSSHB
44(JUD) and HCR 1.]

3:38: 14 PM

RYAN JOHNSTON, Staff, Representative Jason Grenn, Alaska State
Legi sl ature, on behalf of Representative Genn, prine sponsor of
CSSSHB 44(JUD) and HCR 1, provided a sectional analysis of HCR 1
and explained CSSSHB 44(JUD) and HCR 1 wth the use of a
Power Poi nt presentati on. He relayed that Section 1 of HCR 1
would amend Uniform Rule 34(b) to state that a |egislator may
abstain froma vote wwth a majority consent. He explained that
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currently Uniform Rule 34(b) states that a legislator nmay

abstain from a vote by unani nbus consent. He stated that HCR 1
woul d anmend Uniform Rule 34(b) to include two instances when a
menber of the l|egislature nay not vote: a legislator nmay not

vote on his/her own abstention, and a |legislator may not vote on
an issue if the body of the legislature casts a majority vote
ruling that the | egislator nust abstain.

3:39: 30 PM

REPRESENTATI VE WOOL asked for clarification of the phrase "a
| egi sl ator may not vote on his/her own abstention."”

MR. JOHNSTON replied that the phrase was included because staff
thought it inproper for a legislator to vote on his/her own
abstention, after making a notion to abstain.

3:42: 00 PM

MR. JOHNSTON referred to slide 2 of the PowerPoint presentation
on CSSSHB 44(JUD) and HCR 1, titled "Current Uniform Rule
34(b)," which highlights that a legislator currently needs
unani nous consent to abstain from voting. He referred to slide
3, titled "HCR 1 Proposed Changes to Uniform Rule 34(b)," which
states that the change in the rule would be the change from a
unani nous consent to a majority consent by the legislative body
to allow a legislator to abstain froma vote.

MR. JOHNSTON referred to slide 4, titled "Source of Language for
Majority Vote:" and relayed that the source of the |anguage for
a mpjority vote conmes from AS 29.20.010(a), in which the state
dictated that nunicipalities nust have a conflict of interest
or di nance. He cited AS 29.20.010(a)(3), which states that the
ruling of the presiding officer can be overridden by a mgjority
vote of the legislative body. He added that since a majority
vote is used on the nunicipal level to overturn an abstention

staff considered it a preexisting benchmark for allowing an
abstention in the legislature. He concluded that HCR 1 seeks to
bring about consistency between what the state requires of a
muni ci pality and what is required of the |egislature.

MR. JOHNSTON referred to slide 5, titled "Legislative Breakdown
for Voting Recusal," to discuss the voting recusal rules for
| egi sl ative bodies across the country. He explained that the
breakdown is done by individual state houses, not the state
itself. He added that every state has a House and Senate except
for Nebraska, which has a unicaneral |egislature. He relayed
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that in sonme states, the two legislative bodies share rules,
while in other states, one rule is used for one body and anot her
rule used for the other body. He related that 30 bodies use a
nmet hod of voting that allows a legislator to abstain: 24 of
those use a mpjority consent; 4 use a tw-thirds consent; and
Al aska is the lone state requiring unani nous consent. He stated
that 58 bodies use a nethod whereby a |egislator declares a
conflict and is required to abstain without a vote; 5 bodies use
the method of declaring a conflict and the legislator is
required to vote or may choose to abstain; and 6 bodies use the
method of allowing for a presiding officer to wuse his/her
di scretion. He added that in this last method, the presiding

officer determines if the conflict is substantial or not. | f
the conflict is substantial, then the presiding officer grants
the legislator the abstention. If the conflict 1is not

substantial, then the legislator is required by the presiding
officer to vote.

3:43:33 PM

REPRESENTATI VE JOHNSON referred to slide 4 and asked when AS
29. 20. 010 was enact ed.

MR. JOHNSTON responded that the original statute was enacted
June 30, 1986.

REPRESENTATI VE JOHNSON asked when the conflict of interest
statutes for the |egislature were enact ed.

MR, JOHNSTON answered that he did not have an exact date but
woul d provide her with that information.

3:45: 24 PM

REPRESENTATI VE LEDOUX asked for confirmation that state |aws
require nunicipalities to abide by a conflict of interest
statute, whereas the |egislature does not require it of itself.

3:46: 07 PM

REPRESENTATI VE JASON GRENN, Al aska State Legislature, as prine
sponsor of CSSSHB 44(JUD) and HCR 1, responded, "That s
correct."”

REPRESENTATI VE JOHNSON conmented that there is an open neetings

act on the municipal level, which the |egislature does not have,
and maybe the legislature will want to "take that one on next."
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3:46:49 PM

MR. JOHNSTON continued with his presentation to discuss CSSSHB
44(JUD) . He referred to slide 7, titled "Enployer Conflicts of
Interest in Current Statutes,” and said that CSSSHB 44(JUD)
focuses on changes to subsections (e) and (g) in AS 24.60.030.
He stated that currently AS 24.60.030(e) addresses the potenti al
conflict of interest for a legislator who takes official action
that could substantially benefit or harm a person with whom the
| egi slator is negotiating for enpl oynent.

MR. JOHNSTON referred to slide 8, titled "HB 44 Proposed Changes
to AS 24.60.030(e)," and said that CSSSHB 44(JUD) would retain
t he | anguage "negotiating for enploynent” but broaden the scope
of AS 24.60.030(e)(3) to include a nenber of the legislator's
imediate famly, the enployer of a Ilegislator or his/her
imrediate famly nenber, and a previous enployer that a
| egi sl ator worked for in the preceding 12-nonth period.

MR, JOHNSTON referred to slide 9, titled "Oher States wth

Enpl oyer Conflict Language,” and relayed that there are
currently 29 states that have statutes dealing directly wth
possible <conflicts of interest that <could arise from a

| egi sl ator bei ng enpl oyed outside of the |egislature.
3:48: 01 PM

MR. JOHNSTON referred to slide 10, titled "Current Monetary
Threshold in Statute Regarding Menbers of the Public,” and said
that the $10,000 threshold is found in AS 24.60.990(b), which
sets the standard for a substantial interest in a l|egislative
action by a nmenber of the public who seeks contracts nore than
$10,000 annually for goods or services with the legislature or
agency of the state. He nmaintained that incorporating this
threshold into the statute would bring the legislature up to the
same standard to which the state holds a person of the public,

when determining a substantial i nterest, thus creating
consi stency between what is required of the |egislature and what
is required of the public. He nentioned that the State of

Virginia al so uses the $10,000 threshold for income, which is in
VS 30-101.

MR JOHNSTON then referred to slide 11, titled "'Substanti al

Class' in Current Statutes,” to point out the nention of
"substantial class" found in AS 24.60.030(g), and slide 12,
titled "'Substantial Cdass' in Current Statutes (cont.)," to
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cite the nention of "substantial class" found in AS 24.60.990
(b). He nmmintained that the "substantial class" |anguage in
these two subsections of statute are consistent with previous
and other states' statutes. He referred to slide 13, titled
"Substantial Cass in Oher State's Statute,” to recite the
breakdown by states: 19 states have the substantial class
| anguage; 8 states use simlar |anguage but refer to it in terns
of the effect on the interests of the general public of the
state, instead of on the substantial class; and 2 states use
both forms of statutory |anguage in their conflict of interest
determ nati ons.

3:50:14 PM

MR. JOHNSTON confirmed in response to Representative Tuck that
current statutory |language is shown in blue on the slides and is
the | anguage that is being conpared wth other state statutory
| anguage.

REPRESENTATI VE WOOL referred to slide 11 and asked if the
| anguage in AS 24.60.030(g) could apply to a chicken farm owner
voting on | aws about inporting chickens.

VR. JOHNSTON answered that i f proposed legislation was
introduced that gave a tax incentive only for 500-acre chicken
farms, and the legislator had a 500-acre chicken farm there
woul d be a conflict of interest. He added that if legislation
was introduced that gave tax incentives to every chicken farnmer
in Alaska, then there would be no substantial benefit or harm
because the industry is being affected as a whol e.

REPRESENTATI VE WOOL nentioned the difficulty in delineating
between a class and subclass of an industry and offered that
such technical issues may not be easily discernable at the
nmonment of a House floor vote. He added that taking the question
to the Select Committee on Legislative Ethics may delay the

deci si on nont hs. He offered that if he was an enployee of an
i ndustry, then he would not be affected because he is not an
owner. He asked if an enployee of an oil conpany voting on oi

taxes would be considered differently from the owner of an oi
conpany voting on oil taxes.

MR. JOHNSTON responded that under current statute, that would be
the correct interpretation.
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REPRESENTATI VE WOOL asked if an owner of an oil conpany voting
on oil taxes affecting all oil conpanies would be allowed to
vot e.

MR. JOHNSON responded that is correct.

CHAI R KREI SS- TOWKI NS commented that many disclosures occurring
on the House floor currently are not required by the "letter of
the law," and the | aw defines conflicts much nore narrowy.

3:54:39 PM

JERRY ANDERSON, Adm nistrator, Select Committee on Legislative
Et hi cs, Legi sl ative  Agencies and Ofices, st ated t hat
Representative Wol's question has been the subject of a nunber
of advisory opinions, and it is a conplex question that cannot
be answered wi thout a specific set of facts.

3:55:28 PM

REPRESENTATI VE TUCK requested M. Anderson to provide the
commttee with the last three cases in which there was a
conflict of interest on the floor. He maintained that "this is
really a gray area," and it is always safer to declare a
conflict than not to declare one. He offered that review ng the
facts of cases with the nanmes blanked out would help the
commi ttee understand what constitutes conflicts of interest.

MR. ANDERSON confirmed that he could provide exanples to the
conmittee. He clarified that his agency has both conplaint
deci sions and advi sory opi nions and coul d provi de bot h.

REPRESENTATI VE TUCK expressed that he is nore interested in
reviewing the conplaints, but the advisory opinions would also
be good to review

REPRESENTATI VE KNOPP offered a scenario: passage of the ommibus
reform bill would result in a benefit to collective bargaining
units. He asked if a legislator would have a conflict of
interest voting on that particular proposed legislation if
he/ she were a nenber of a collective bargaining unit.

MR. ANDERSON replied that Representative Knopp is describing a
very large class of people and, under the current statute, one
i ndi vidual of that class would not benefit substantially greater
than the class as a whol e.
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REPRESENTATI VE WOOL offered a hypothetical situation: There is
a vote on the floor, and a legislator declares a conflict of
i nterest. Then there is a vote on the conflict of interest
which is disputed by the legislator with the potential conflict.
The case goes to the Select Conmttee on Legislative Ethics. He
asked if the question would be resolved in a tinely manner or if
it wuld involve a long investigation. He asked what the
procedure woul d be at that point.

MR. ANDERSON said he is only able to provide information on the
current statutes but could offer an opinion on the proposed
| egi sl ati on. He said under the current rules if a conflict of
interest is declared and there is an objection, the |egislator
maki ng the declaration is required to vote.

3:59: 30 PM

REPRESENTATI VE LEDOUX specul ated that even if the Uniform Rules
were anended requiring a legislator to vote, there are probably
very few cases in which that |egislator would have to vote under
the current version of the statute. She opined that the
conflict of interest statute "has a hole big enough you could
drive a tank through.”

CHAIR KREISS-TOWI NS asked M. Ander son to descri be a
hypot hetical situation that would constitute a conflict of
i nterest under current | aw

MR. ANDERSON answered that a case in which a legislator had a
financial stake in the outcome of the vote could potentially
constitute a conflict of interest. He gave as an exanple:
regarding the collective bargaining vote nentioned earlier, the
| egislator's conpensation was tied to the outcone of that vote
and involved bonuses or other incentives that had a greater
impact on the legislator than the large class of «collective
bar gai ni ng peopl e.

REPRESENTATI VE LEDOUX responded that she did not understand M.
Anderson's exanple because collective bargaining involves a
| arge class of people. She said that under statute, a conflict
would have to involve a legislator who was different from a
| arge cl ass of people.

MR. ANDERSON responded that in the scenario he described, the
financial inpact was greater for the legislator voting on the
proposed legislation than for the collective class to which
he/ she bel onged - the collective bargaining unit.
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REPRESENTATI VE LEDOUX asked if that could happen, since the vote
woul d affect everyone in the collective bargaining unit.

4:02:35 PM

CHAI R KREI SS- TOWKI NS asked for clarification that the |egislator
in the hypothetical scenario has a wunique status in the
collective bargaining unit, such as a negotiator, therefore
woul d be subject to a bonus or incentive.

MR. ANDERSON said yes. The legislator may be part of the
collective bargaining unit, but because of his/her status as a
negoti ator, he/she would have a greater financial benefit
because of the |egislation.

REPRESENTATI VE LEDOUX asked if a negotiator mght get a bonus
for negotiating a good contract. She opined that the scenario
seens rel atively far-fetched.

VR. ANDERSON repli ed, "That is the situation that " m
descri bing. " He conceded that the scenario may be far-fetched
but expressed that the legislator being different fromthe |arge
class of people is what would be required for the benefit to
himher to be greater than the benefit to the large class of
peopl e.

CHAIR KREISS-TOWINS referred to the hypothetical situation
involving a legislator who is a chicken farmer with 500 acres.
He asked for confirmation that proposed |egislation about
chicken farms would not constitute a conflict of interest for
the legislator, but chicken farmlegislation relating to chicken
farmse of 500 acres or greater would constitute a conflict of
i nterest.

MR. ANDERSON replied that if the |legislator was the only chicken
farmer with 500 acres or nore, he/she would obviously benefit
nore than the class of chicken farnmers, if there are provisions
in the legislation requiring the chicken farmto be 500 acres or
nore to get the benefits of the |egislation.

4:05:29 PM
REPRESENTATI VE WOOL asked about a scenario in which there is a
class of 1,000 chicken farmers and a subclass of 50 chicken

farmers with 500 acres or nore. He asked at what point a group
constitutes a class and at what point is a group too snmall to be

HOUSE STA COW TTEE -17- February 21, 2017



a class, such as 5 chicken farnmers. He suggested that sone oi
conpani es produce 30,000 barrels of oil per day and sone produce
100, 000 barrels per day.

MR. ANDERSON attested that the questions Representative Wol
raised are the type of grappling questions that the Select
Comm ttee on Legislative Ethics struggles with when asked for an
advi sory opi ni on.

4:07:04 PM

REPRESENTATI VE  KNOPP offered that in all the scenarios
presented, M. Anderson's response falls back to the financial

benefit. He asserted that there are many conflicts of interest
that legislators would uphold on the floor that do not have a
financial basis. He asked if all determnations regarding

conflicts of interest would be nade based on the financial
inplications of the |egislation.

MR. ANDERSON answered that the current |aw addresses conflicts
of interest in terns of substantial benefit or harm and
typically they are in financial terns. He conceded that there
could be non-quantifiable benefits and harns that could still be
basis for conflict of interest.

4:08: 33 PM

REPRESENTATI VE LEDOUX presented a scenario as follows: a
| egislator has a famly nenber who is a |obbyist and is voting
on proposed legislation significant to that famly menber. She

asked if that would constitute a conflict of interest.

MR. ANDERSON replied that nore facts would be needed just as the
Select Conmmttee on Legislative Ethics would need nore facts to
make a determ nation. He said that the question would be, "Wat
is the class of |obbyist ... being affected by that potential
legislation, and is that harm any greater with that famly
menber ?"

REPRESENTATI VE LEDOUX opined that nost people would agree that
if there is such a thing as a conflict of interest, the scenario
she just suggested would constitute a conflict of interest. She
offered that if the proposed legislation does not definitely
consi der that hypothetical situation as a conflict of interest,
then "it's got sone big problens.”

4:10: 20 PM
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REPRESENTATI VE TUCK suggested that the commttee's discussion
has been on "when to declare" and the proposed |egislation
addresses "after you declare.” He said that currently a
conflict of interest does not have to be declared in conmttee
but nust be declared on the floor at the time of a final vote.
He nmaintained that the proposed legislation would require
declaring a conflict of interest in comrittee, as well as on the
floor, and it is on the floor that the body of |egislators would
deci de whether the legislator declaring the conflict shall or
shall not vote. He asserted that the "real" exanples he
requested nmay provide clarification. He nentioned that under
the proposed legislation +there are |anguage changes for
substantial benefit or harm there would be exceptions regarding
the operating budget; and "financial interest" is defined and
repl aces "equity ownership." He reiterated that nost of the
proposed | egislation involves the process of what happens after
declaration of a conflict of interest.

MR, JOHNSTON referred to slide 14, titled "HB 44 Proposed
Changes to AS 24.60.030(g)," and stated that CSSSHB 44(JUD)

would add to AS 24.60.030(g) the following statenent: "a
| egi sl ator shall declare a conflict of interest before voting on
a question before a conmmittee of the legislature.” Mwving on to

slide 15, titled "HB 44 Proposed Changes to AS 24.60.030(g)," he
said that CSSSHB 44(JUD) would add "an imediate famly nenber"
as a beneficiary of a potential conflict of interest, and
imediate famly is defined in AS 24.60.990(a)(6).

MR. JOHNSTON referred to slide 16, titled "Orher States wth
Reference to Famly," and said there are 28 states wth
statutory |anguage covering the possible conflicts involving
famly nenbers, such as the inclusion of a famly nenber's
enployer to the list of recipients of a potential benefit or
harm from the passage of |egislation

MR. JOHNSTON referred to slide 17, titled "HB 44 Proposed
Changes to AS 24.60.030(g)," and relayed that CSSSHB 44(JUD)
woul d add | anguage ensuring that every |egislator would be able
to vote on the final operating budget as required by AS
37.07.020(a) and AS 37.07.100 of the Executive Budget Act [AS
37.07].

4:13:44 PM

REPRESENTATIVE BIRCH referred to the visibility and exposure
already in place: every legislator conpletes a detailed
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financial disclosure statement, which is available online to the
public; proposed legislation is available online; and the
| egislative process is public. He opined that the legislation
would result in a "huge tangle" of trying to determne what is
substantial and whose judgenent to follow, rather than "just
putting all the information out on the table.” He asked M
Anderson to identify for the commttee a "real" conflict of
interest that occurred in the past several years for which this
| egi sl ati on woul d have provided a constructive renedy.

REPRESENTATI VE GRENN offered that currently one person can
obj ect and force a nenber of the legislature to vote w thout the

objection being on the public record. The details of the
conflict of interest and of the request to abstain remain
unknown. He maintained that the proposed |egislation would

allow the legislator to speak to his/her conflict of interest to
the benefit of the rest of the body; the body would vote on the
conflict of interest; and the vote would becone public record

He asserted that if a nenber of the public was concerned about a
legislator's conflict of interest, it would be in the public
record that he/she spoke to the conflict and the legislative
body rejected the conflict. He maintained that CSSSHB 44(JUD)
would add transparency; would allow the legislature to be
consistent with its own requirenent for nunicipalities; and
woul d conformto the practices of 49 other states.

REPRESENTATI VE BI RCH stated that given the amount of disclosure
already required of legislators and the obligation of conpleting
legislative work in a tinmely fashion, he does not see that the
proposed legislation wll speed up that process or inprove
public perception of |egislative work.

REPRESENTATI VE GRENN referred to slides 18 and 19, titled
"Citizen Legislatures,” and pointed out that in the Womng
| egi sl ature, whose legislators have |low salaries and outside
enpl oynent, there were only 10 instances where a declared
conflict of interest needed a resolution in the past three
years. He added that nore bills are introduced in Womng s
| egislature than are introduced in Alaska's |egislature. He
reiterated that the goal of CSSSHB 44(JUD) is transparency,
building trust, and adding legislators' interests to the public
record, which would be good for governance.

4:19:18 PM

REPRESENTATI VE JOHNSON stated that she has had a great deal of
experience with this issue in her involvenent wth nunicipal
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gover nment . She referred to slide 15 and asked if the
definition for donmestic partner is included in statute.

MR. JOHNSTON answered that the definition for donmestic partner
is currently in AS 24.60.990(a)(5).

REPRESENTATI VE JOHNSON asked how the $10,000 per year limt was
chosen and noted that it is very low - less than $1,000 per
nont h.

MR, JOHNSTON stated that the $10,000 per year linmt is high
relative to other states. He cited other state limts as |ow as
$500 per year. He explained that the limt was derived from
Al aska Statutes pertaining to the limt required of a nenber of
the public in defining substantial interest. He added that the
proposed | egislation specifies that anmount as an anount received
in the preceding 12-nonth period. He maintained that wth these
paraneters, staff tried to set a benchmark that would ensure
identification of an enployer with which a conflict could arise.

REPRESENTATI VE JOHNSON offered her concern that mnority
menbers' votes would be blocked, and she asked if M. Johnston
had done research on that aspect.

MR. JOHNSON replied that in talking wth representatives from
other states using majority consent from the body to address
declared conflicts of interest, he did not hear of any cases of

that occurring. He offered that because this involves public
record, "it's a double-edged sword for a mpjority" to use this
politically. He noted that the Womng |egislature uses

majority consent of the Rules [& Procedures] Committee to
requi re abstention, but he said that staff considered that to be
nore partisan than a floor vote. He reiterated that [the idea
of] majority vote conmes from Al aska's statutes, and nost states
that use a vote to abstain or not abstain uses majority vote.

4:23:20 PM

REPRESENTATI VE TUCK pointed out that CSSSHB 44(JUD) would
prevent people from having to nake a declaration of conflict of
interest when voting on the operating budget, when declarations
of conflict of interest are nobst common. He offered that this
would streamline the process because there would be fewer
declarations of a conflict of interest. He opined that it is a
di sservice to the public when before a |egislator even finishes
declaring a conflict, someone objects.
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REPRESENTATI VE KNOPP stated that in nunicipal governnment when a
conflict is declared, the chair decides on the conflict, and the
body has the right to object to the decision and overrule the

chair. He opined that is a nmethod that works well in |ocal
government, and he would support that nethod applied to the
| egi sl ature. He suggested that the declarations of conflicts
are numerous; legislators don't necessarily function well on the
floor; and he hates to nmke the process nore cunbersone. He
expressed that there is a tendency to "over-declare" to "cover
our bases." He expressed that he supports the changes to the
statutes but struggles with the concepts of "imediate famly

nmenber s" and "potential conflicts."”

REPRESENTATI VE GRENN pointed the exanples from other states
described on slides 18 and 19 of the PowerPoint presentation.
He concluded that the proposed |egislation would offer another

way to build trust with the public and avoid any perception that
t here are hidden conflicts.

[ CSSSHB 44(JUD) and HCR 1 were held over.]

4:26:29 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

State Affairs Standing Committee neeting was adjourned at 4:26
p. m
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