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Although the General Assembly was not in session, legislative agents and their employers spent close to $3.8 million on lobbying in the most recent reporting period.  Almost all ($3.65 million) of the total was spent on lobbyist compensation, since most employers pay lobbyists throughout the year in monthly installments.

The leading spenders for the May 1 to August 31 period were Altria Client Services, which spent $92,173; Kentucky Chamber of Commerce ($87,317); National Popular Vote Initiative ($60,000); CSX Corp. ($48,038); Houchens Industries ($44,000); Kentucky Medical Association ($36,864); Swedish Match North America ($34,650); AmeriGroup Corp. ($34,046); Kentucky Justice Association ($31,630); Churchill Downs ($30,381); National Tobacco Co. ($30,236); SAS Institute ($27,333); Jefferson County Public Schools ($26,137); Necco ($26,017); and Microsoft Corp. ($26,000).

Employers and lobbyists joined to spend over $26,000 on “Kentucky Night” receptions and dinners for Kentucky legislators and LRC staff attending the three major legislative conferences held this summer.  At the Southern Legislative Conference (SLC) in Memphis, Tennessee, about $5,100 was spent on an event at the Cadre, the historic landmark building located near the Peabody Hotel, where SLC was held.  At the American Legislative Exchange Council (ALEC) in New Orleans, lobbyists and employers spent about $7,100 on an event at the Audubon Nature Institute; and at the National Conference of State Legislatures (NCSL) Legislative Summit in San Antonio, Texas, Kentucky lobbyists and employers spent about $8,400 on an event at the Iron Cactus restaurant on the Riverwalk.

In addition to the “Kentucky Night” events at the conferences, the Kentucky Credit Union League spent about $2,700 on a breakfast for Kentuckians at NCSL in San Antonio; and Cash America International and Kentucky Deferred Deposit Association joined together at ALEC to spend $2,337 on Kentuckians at Antoine’s, a restaurant in the French Quarter of New Orleans.  At SLC in Memphis, RAI Services (Reynolds American) spent $800 on Kentuckians participating in a golf tournament. 

Employers sponsored other summer events during which money was spent on legislators, family members and staff, including the “Downs After Dark” event on which Churchill Downs spent $5,101; a golf outing and dinner on which Cincinnati Children’s Hospital Medical Center spent $970; “Kentucky Night” at the National Conference of Insurance Legislators meeting in Newport, Rhode Island, on which the Insurance Institute of Kentucky and State Auto Insurance spent $362; the “Business and Economic Summit” in Louisville, on which the Kentucky Chamber of Commerce spent $2,420; the “Kentucky Country Ham Breakfast and Picnic” in Louisville, on which the Kentucky Farm Bureau Federation spent $4,340; a lunch for the Committee on Licensing and Occupations in Walton, Ky., on which the Kentucky Malt Beverage Council spent about $600; a Belle of Cincinnati riverboat cruise on which the Northern Kentucky Chamber of Commerce spent $1,575, and which was part of Northern Kentucky’s two-day legislative event, co-sponsored by AT&T, Citi, Duke Energy, Fidelity Investments, St. Elizabeth Healthcare and Northern Kentucky Convention Center. 
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In addition to topping the employer list for the past few months, Altria is the leading spender on lobbying for the entire year.  Since the beginning of 2011, Altria has spent $215,973 on lobbying, and the Kentucky Chamber of Commerce has spent $186,796.  Other top spenders for the year to date include: Kentucky Medical Assn. ($108,279); National Popular Vote Initiative ($97,500); Houchens Industries ($88,000); Kentucky Optometric Assn. ($83,468); Consumer Healthcare Products ($83,333); Kentucky Bankers Assn. ($76,972); Kentucky Hospital Assn. ($76,783); Swedish Match North America ($69,300); Kentucky Justice Assn. ($69,106); AmeriGroup Corp. ($66,046); AT&T ($65,751); All Things Good ($65,000) and Kentucky Assn. of Manufacturers ($64,389).
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Several employers have recently registered to lobby in Kentucky.  Those include:  Daymar Colleges Group, an Owensboro-based for-profit college, which has 11 locations in Kentucky, and which is being sued by current and former students, and by the Attorney General for using deceptive practices in violation of the state’s consumer protection law;  Fidelity Express, a Texas-based company that processes money orders and walk-in bill payment transactions, primarily for consumers without bank accounts; WellCare of Kentucky, a subsidiary of Florida-based WellCare, one of four companies selected to operate managed care plans for the state’s Medicaid program.  Of the other three companies, University Health Care, which does business as Passport, employs lobbyists, but Delaware-based CoventryCares of Kentucky, and St. Louis-based Centene Corp. do not employ lobbyists.  Also newly-registered is Wipro Infocrossing, which states it supports more than 40,000 databases in the U.S., Europe, and Japan.  

Seven employers have terminated lobbying registration, and will not be lobbying in Kentucky.  Those include: Big Blue Reporters, a Lexington court-reporting service; Chicago & Midwest Regional Joint Board, a labor organization; Hosparus, a non-profit hospice organization; Infinite Campus, a company that provides information systems for school districts and state governments; Kentucky Kingdom Redevelopment Co., which unsuccessfully sought state funding to open an amusement park at the State Fairgrounds; Oak Grove Village, which lobbied for tax increment financing for a proposed shopping complex at Ft. Campbell; and R.A.M.M. Technologies, a Lexington company which developed the “PillGuard” device, a pill dispenser that limits how frequently a patient can take prescription drugs. 
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The Washington Post reports a new health industry coalition launched recently, and includes groups that had opposing positions on the health care legislation enacted by Congress last year.  Called Enroll America, the 42-member coalition includes several health-related organizations with affiliates or lobbyists in Kentucky.   

Enroll America is a nonpartisan 501(c)(3) organization that, according to its website, is “working with partners that span the gamut of health coverage stakeholders—health insurers, hospitals, doctors, pharmaceutical companies, employers, consumer groups, faith-based organizations, civic organizations, and philanthropies—to engage many different voices in support of an easy, accessible, and widely available enrollment process.”  Some of the participating organizations with ties to lobbying in Kentucky include:  American Association of Retired Persons (AARP), Aetna, Inc., American Cancer Society Cancer Action Network; American Diabetes Association; American Heart Association/American Stroke Association; American Hospital Association; American Nurses Association; Catholic Charities USA; Express Scripts; National Association of Health Underwriters; and United Way Worldwide.

The Post states the coalition members have a common interest:  getting uninsured Americans covered.  Insurers want more customers.  Hospitals are sick of providing uncompensated care.  Health brokers make commissions off enrollment.  “Even though various groups involved in health care have different perspectives on the directions we should head in health policy, we all have a real joint, undivided interest in making sure everyone becomes enrolled,” said Enroll America’s Ron Pollack.

According to the Post, if the group succeeds, the health law could end up covering many more of the uninsured than the 32 million people estimated by the Congressional Budget Office when the legislation was enacted.
Four Employers Will Pay Fines For Late Filing
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Four employers have not filed the spending reports due by September 15, and will be required to pay fines for late filing.  Those are:  Kentucky Tax Bill Servicing, Inc.; Kentucky Tax Lien Purchasers Association; Learning Ally; and Red Bull North America, Inc.
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Much as some businesses whine about government intrusion, others do pretty well out of it.  An index based on the amount of lobbying that American firms do has outperformed the broader market since its creation in 2008; data going back to 1998 show that it has done better over the longer term, too.


The index is produced by Strategas, an investment-research firm.  A first effort, to rank firms on the amount they spend on lobbying, was no use -- it just corresponded with the largest firms.  Strategas now looks at the intensity of lobbying—expenditure as a percentage of assets—to create an index of 50 firms that is revised quarterly.

In aggregate, the results have been stunning, comparable to the returns of the most blistering hedge fund.  The index has outperformed the S&P500 by 11% a year since 2002 (see chart).  There have been bumps along the way: the index fell sharply in 2008 and again this summer, when debt-ceiling brinkmanship raised the prospect of government austerity.  But at other times, it seems remarkable that companies would do anything but lobby.  


A particularly vivid example was in 2004, when an aggressive corporate campaign prompted Congress to grant a one-off tax holiday for American companies to repatriate foreign earnings.  The outright return on lobbying costs, according to one of the various studies that served as inspiration for the Strategas index, was $220 for each $1 spent.


Firms that qualify for the index tend to be under the government’s cosh (a weighted weapon similar to a blackjack).  Tobacco companies are routinely threatened with every tax and sales restriction going, and are perennial fixtures on the list.  So too are defence contractors.  This year witnessed the entry into the index of several private-education providers, an area that has been under scrutiny by the administration of Barack Obama, as well as medical firms worried about the myriad loose ends to be tied up in Mr. Obama’s health-care plan.

Banks do not make the list because their balance-sheets are so leveraged that lobbying expenditures are small as a percentage of assets.  That omission probably flatters the index in recent years but harms it in earlier ones.  


(Note:  Businesses which employ lobbyists in Kentucky and have been part of the Strategas lobbying index in recent years include:  Altria, Amgen, Brown-Forman, DaVita, Eli Lilly & Co., MasterCard, Norfolk Southern, Peabody Energy, and Tyson Foods.)
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Business Executives Call for End to Anonymous Cash
Federal  -  Politico (www.politico.com)  -  Published: 9/26/2011

An alliance of business executives is posing a challenge to its corporate brethren: Stop giving out anonymous cash.  The nonpartisan Committee on Economic Development (CED) wants companies to be upfront about their political activity, even though new laws have made it easier for them to do it under the radar.  The group, made of about 200 executives, has also called on Congress to pass new disclosure laws.

 

"Over the last decade, it's fair to say that corporate America has not had the greatest reputation," CED President Charles Kolb said at a rollout of its campaign.  "Stick with what you do best.  Stick to producing goods and services for this country."

 

While the U.S. Supreme Court's Citizens United v. Federal Election Commission ruling has allowed unions and special interests to spend unlimited sums to support or oppose political candidates, as long as they disclose the activity, most corporations have opted to funnel money to either 501(c)(4) or 501(c)(6) nonprofit organizations, which in turn spend the money on political advocacy without having to reveal their donors.

 

That is markedly different from the requirements imposed on so-called super PACs and 527 political committees, which may also raise and spend unlimited sums of money on political advertisements but must disclose the root sources of their cash.

 

For Brad Smith, a former FEC chairperson and founder of the pro-Citizens United Center for Competitive Politics, the CED's campaign will largely be ignored by companies – and should be.  "It's ideology that they’re trying to dress up as a good business plan," said Smith, noting the CED's membership represents just a tiny fraction of all corporations.  "It may be good for some companies, and they can decide that for themselves.  Leave the others alone."

   

Officials from pharmaceutical firms Merck and Pfizer, as well as American Electric Power, detailed their companies' political transparency efforts, which to varying degrees go beyond what is required by federal law.  To date, it is unknown how much corporate money has fueled the tens of millions of dollars in independent political expenditures and other electioneering communications that have been spent by non-profit organizations since the Citizens United decision.

 

Corporations are still not legally able to donate directly to political candidates. They may, however, sponsor PACs that are allowed to raise limited amounts of money that may then be sent to political candidates

State Senate Health Chairman Doing Business with Kaiser
California  -  Los Angeles Times  -  Published: 9/18/2011

A California lawmaker who helped defeat legislation opposed by Kaiser is benefiting from a business relationship with the nonprofit health group.  The proposal, which died in the Legislature after a dispute over its provisions, would have required state approval for health insurers, including Kaiser, to raise their rates.  State Sen. Ed Hernandez, chairperson of the Senate Health Committee, owns a corporation that leases an office building to Kaiser Permanente in Baldwin Park.  Since 2006, Kaiser has paid Hernandez's firm about $387,000 to lease the building.  The current rent is $5,752 a month.

 

Most elected officials in California are disqualified from actions that could affect a source of their income, but state legislators exempted themselves from that restriction in 2002.  “[Such dual interests amount to] what a common-sense person would consider to be wrong," said California Common Cause Executive Director Kathay Feng.  Hernandez, an optometrist, said he had done nothing improper.

 

Because his role as Health Committee chairperson gives Hernandez considerable power over many bills that affect the health industry, a consumer advocacy group has asked Senate Majority Leader Darrell Steinberg to remove him.

 

"This level of income from a company that is constantly before his committee, and whose interests touch upon every level of the committee's work . . . compromises Sen. Hernandez's ability to independently chair the committee," said Consumer Watchdog President Jamie Court.

 

Kaiser's payments were disclosed in Hernandez's annual financial interest report on file with the state. But there was no mention of the business relationship when a Kaiser representative appeared at a June committee hearing presided over by Hernandez.  Kaiser Foundation Health Plan lobbyist Teresa Stark told Hernandez's committee the nonprofit opposed the rate-hike restriction because it might lead to rate caps that could impede access to healthcare.  

 

Hernandez voted for the bill when it passed his committee. But he said he would oppose it on the Senate floor unless it was changed so a panel of actuaries, rather than California's elected insurance commissioner and the director of the state's Managed Health Care Department, would rule on any rate increases.  The bill's author, Assemblyperson Mike Feuer, said such revisions would have left consumers unprotected from excessive rate hikes and, without enough votes to support his version, he shelved the legislation.

  

Noting Kaiser opposed two of his own bills this year, Hernandez said his business holdings, which include other commercial properties, should not prevent him from serving as committee chairperson.  "When I got elected, I had already owned all those properties," said Hernandez. "Who would have known I was going to have been chair of health?"

State Senator's Future Hangs in the Balance at Corruption Trial
Maryland  -  Baltimore Sun  -  Published: 9/26/2011

As Maryland Sen. Ulysses Currie faces trial on federal corruption charges, his lawyer is expected to argue the legislator's work on behalf of a grocery chain in Annapolis did not constitute an illegal bribe but merely an ethical lapse.  "The difference is very subtle sometimes . . .," the lawyer, Joseph Evans, said at a recent hearing.  Currie is accused of accepting hundreds of thousands of dollars from Shoppers Food Warehouse over five years in exchange for securing meetings with top state officials and pushing favorable legislation for the company, headquartered in his district.

 

While the trial could determine Currie's political future, it also could reveal how behind-the-scenes politicking and lobbying gets done at the Capitol.  

A number of Annapolis insiders are expected to take the stand, and Currie's defense plans to broadly argue members of Maryland's citizen Legislature often confront ethical quandaries because of their outside employment.

Judge Richard Bennett said a handful of state lawmakers may take the stand as character witnesses for Currie.  In addition, several well-known Annapolis lobbyists and legislative staff members are mentioned in court documents and also could be called.

  

Two former Shoppers executives, William White, who was the company's president, and R. Kevin Small, former vice president for real estate development, will be on trial with Currie as co-defendants.  Several Shoppers' employees are expected to testify.  Shoppers' parent company entered a deal to pay a $2.5 million fine and cooperate with prosecutors in lieu of facing charges.

 

Evans has noted in pre-trial hearings the part-time nature of the General Assembly creates significant problems for lawmakers in distinguishing when they are acting as public officials.  About 80 percent of lawmakers hold outside employment, mostly as businesspeople or lawyers, said Evans.  The defense argues that lawmakers are allowed to assist or represent their employers with matters before state agencies as long as their help is incidental to the business and a customary part of the job description.

 

Prosecutors allege that within weeks of being chosen as Budget and Taxation Committee chairperson in November 2002, Currie offered to help Shoppers in exchange for monthly payments.  They said Currie wrote to White and offered substantial assistance with the company's community relations and outreach efforts.  

 

Prosecutors said until the arrangement ended in 2008, Currie accepted payments from Shoppers totaling $245,816. They said Currie tracked his work for Shoppers in a document titled "Accomplishments on Behalf of Shoppers," listing a dozen agency and legislative hurdles he helped the company overcome, according to the indictment.  But Currie's defense contends the senator was hired as a consultant and was merely doing his job by helping them with meetings. 

 

As for a blurred line of ethics in Annapolis, lawmakers on both sides of the aisle said that is not the case. Some said such a paid arrangement obviously raises red flags.

 

"As much as I love Ulysses Currie, there are rules in place," said former Sen. J. Lowell Stoltzfus.  "We can't just wink at something of this size and scope."

 

Former Sen. George Della noted the General Assembly's ethics lawyer is available to discuss concerns about possible conflicts-of-interest with lawmakers.

Prosecutors Ready to Go Forward with Oklahoma Political Corruption Case
Oklahoma  -  The Oklahoman  -  Published: 9/20/2011

Prosecutors said they will push ahead with a bribery case against a state representative and a former senator now that the Oklahoma Supreme Court has refused to address a legislative immunity claim.  The preliminary hearing for Rep. Randy Terrill and former Sen. Debbie Leftwich is set to begin October 31 in Oklahoma District Court.

 

Leftwich was the one raising the immunity issue with the state Supreme Court.  She contended she was immune from prosecution because the Oklahoma Constitution states "senators and representatives … for any speech or debate in either House shall not be questioned in any other place."  A ruling in her favor would have benefited Terrill, too.  Instead, a majority of justices decided the court will not take up her constitutional claim.  The high court also dissolved a hold on the criminal case.

 

Leftwich is accused of soliciting and/or accepting a bribe last year to withdraw as a candidate for re-election.  Terrill is accused of offering the bribe, an $80,000-a-year state job, to clear the way for a friend to run for her Senate seat.  Both have denied doing anything wrong. 

   
Trial Opens in Pa. Corruption Scandal
Pennsylvania  -  The Associated Press (www.ap.org)  -  Published: 9/26/2011

Driven by a hunger to expand their power base, top legislators in the Pennsylvania House of Representatives illegally used millions of dollars in taxpayers' money, employees, and equipment to compile massive databases of information about state voters to boost the potency of campaigns, the lead prosecutor said as the corruption trial of three former officials opened.

 

The trial in a nearly five-year-old state investigation "is about powerful people taking the public's money and using it to expand and enhance their campaigns," Chief Deputy Attorney General Frank Fina told a jury in his opening statement.

 

Defense said responsibility for any wrongdoing rests with former House Speaker John Perzel and his top aides, including three former House staffers who were granted immunity from prosecution in exchange for cooperating with investigators from the state attorney general's office.

 

Fina singled out Perzel as the moving force behind an alleged scheme that initially tapped tax-paid computer specialists in the House caucus but eventually widened to including the hiring, mostly at public expense, of out-of-state consultants to develop customized computer programs and provide data about voters' political preferences and lifestyles.

 

But Fina said the prosecution of the three defendants – former Rep. Brett Feese, a one-time House whip and former head of a House Campaign Committee; Brian Preski, Perzel's former chief of staff; and former Feese aide Jill Seaman – is justified by their own actions.  Perzel, who lost his House seat in last year's election, pleaded guilty to reduced charges.

 

Fina said one consultant, New Orleans-based GCR & Associates, received a total of $9 million in public funds over several years for work that was largely tailored to political campaigns, including a program called "Candidate Connect" that Fina called "an A-to-Z guide for candidates."

 
Another consultant, a Washington, D.C.-area company called the Weiss Micromarketing Group, sought to analyze voters by scrutinizing such habits as their magazine subscriptions and favorite supermarkets. Based on that information, they were assigned to lifestyle groups with names like "The Affluentials," ''Urban Cores," and "Country Comfort," said Fina.  Nicknamed "Computergate," the case that is the focus of the trial stems from an investigation into alleged corruption in the Legislature.  
Tennessee Lawmakers' Ethics Panel Has Own Critics
Tennessee  -  The Tennessean  -  Published: 9/25/2011

Over two days of hearings recently, lawmakers criticized the panel that disciplines Tennessee judges for being too secretive and panned the state Supreme Court’s role in appointing judges to investigate ethics complaints against their own.  What lawmakers did not mention is their own ethics board operates in much the same fashion as the Court of the Judiciary.  In some respects, the Tennessee Ethics Commission is even more taciturn. 
 

Created in 2006 in the aftermath of "Operation Tennessee Waltz," an FBI sting operation that netted a dozen arrests and sent former state Sen. John Ford to prison on a bribery charge, the commission has yet to find any violations of the state’s ethics laws by public officials such as state and local lawmakers and government executives.
 

During the recent hearings, Bradley County Chancellor Jerri Bryant said the fact that the Court of the Judiciary has not recommended a judge for removal since 1998 "does not mean the system is not working."
 

"How do we know, if we don’t know what kind of complaints are being filed, whether it rises to that level?" Sen. Mae Beavers replied, referring to the fact that the complaints the Court of the Judiciary chooses to dismiss and those that result in a private punishment are not public.
 

The same question could be asked of the Tennessee Ethics Commission. Only five of its complaints have ever been made public, and the commission would not say how many complaints it has received overall. 
 

Sen. Mike Bell said the Supreme Court should not be allowed to appoint 10 judges to the 16-member Court of the Judiciary because it is a conflict-of-interest.  But Bell said he does not have similar concerns about the state Ethics Commission even though its six members – three Democrats and three Republicans – are appointed by the speakers of the House and Senate and the governor, who select from a list of names submitted by the parties’ caucuses. 
 

Becky Bradley of the Ethics Commission, said when a complaint comes in, the panel's members meet to decide whether to dismiss it upon preliminary investigation.  If they do, the complaint never becomes public. If a complaint is not dismissed, it is forwarded to the state attorney general for investigation. Next comes a private hearing to determine whether there is probable cause to proceed to a public hearing.
  
State Suspends DiMasi's Pension
Massachusetts  -  Boston Globe  -  Published: 9/16/2011

About a week after he declared himself a "broken man" and was sentenced to eight years in prison on corruption charges, Salvatore DiMasi was dealt another blow when the State Board of Retirement suspended the former Massachusetts House speaker's $5,000-a-month state pension.  State Treasurer Steven Grossman said the vote by the board, held in executive session, was unanimous to stop the payments immediately.  

 

"We have a job to do, and first and foremost that is to protect taxpayer's money," said Grossman.  "It does not include paying pension benefits to people convicted of a crime in the performance of their office."

 

Thomas Kiley, DiMasi's lawyer, said he will review the board's decision and may return to court, asking that the board be held in contempt of court for violating state pension law and a judge’s ruling in DiMasi's favor issued earlier this year.

  

DiMasi contributed $127,000 to the state pension fund during his years as a state employee and a total of $154,600 has been paid out to the former speaker since he started collecting pension benefits, said Grossman.  He said the Retirement Board may seek to collect the $27,600 difference between what DiMasi invested and what he has collected. 

 

Grossman also said the board voted to hold a fact-finding hearing about the pension being collected by Richard McDonough, a lobbyist and DiMasi’s co-defendant.  Despite the federal conviction, Grossman said the inquiry into McDonough's pension is focused in an entirely different direction. 

 

McDonough has been collecting a $31,000 annual pension as a result of appearing on the payroll of the Merrimack Education Collaborative, which provides education and treatment services for special-needs students from 10 school districts. In a report sent to the Retirement Board in June, state Inspector General Gregory Sullivan, said McDonough had a no-show job and should not be allowed to collect an enhanced state pension by arguing he was a state employee while working as a Beacon Hill lobbyist.
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ARIZONA -- The Senate Ethics Committee adopted rules which eliminate any prosecution role the committee would have had in formally investigating an ethics complaint against the former majority leader.  Instead, the burden has been placed on the state senator who filed the complaint.
AP in Houston Chronicle,  September 20, 2011.  http://www.chron.com/news/article/Arizona-Senate-panel-sidesteps-prosecution-role-2179079.php 
GEORGIA -- The Atlanta Journal-Constitution found that lobbyists spent nearly $100,000 on lawmakers during the roughly two-week long special legislative session in August.  Atlanta Journal-Constitution, September 10, 2011.  http://www.ajc.com/news/lobbyists-spent-nearly-100-1165549.html 
WASHINGTON -- The Legislative Ethics Board dismissed allegations of ethics violations against a state representative regarding his nonprofit.   The board, however, cautioned the lawmaker that future activities could trigger ethical concerns.  The Herald, September 19, 2011. http://www.heraldnet.com/article/20110919/BLOG13/110919687/-1/news01 
NATIONAL -- The Institute for Global Ethics applies the analogy of an economic recession to the state of ethics in the United States, using public opinion polls to determine that rates have declined enough to “qualify as an ‘official’ ethics recession.”  The institute concludes that “if ethics is, as many people agree, a matter of core values such as honesty, fairness, and responsibility, then Congress indeed has lapsed into moral decline.”  Ethics Newsline, September 19, 2011. http://www.globalethics.org/newsline/2011/09/19/ethics-recession
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