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In the first week of the 2014 General Assembly, on Wednesday, January 8, the Legislative Research Commission (LRC) will conduct a “Lobbyist Workshop” beginning at 9 a.m. in Room 149 of the Capitol Annex in Frankfort.  

The workshop will give lobbyists the opportunity to hear from legislative leaders and LRC staff about the legislative process, including bill and amendment procedures, the Legislative Record, bill tracking, and ethics requirements.
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Employers’ and legislative agents’ registration with the Legislative Ethics Commission will expire on December 31, 2013.  Check the Ethics Commission’s website http://klec.ky.gov/ for the Initial Registration Statement for the two-year period beginning January 1, 2014 and ending on December 31, 2015.   

The Commission is accepting completed registrations.  Initial registration forms CANNOT be filed online.  A registration fee of $250 must be paid by the employer of one or more legislative agents.  This fee may be paid by cash, check, Visa, MasterCard, American Express, or Discover.  If the registration is mailed with a check, the check should be payable to Kentucky State Treasurer. 
If paid by credit card, the registration may be faxed, or scanned and e-mailed, along with the completed credit card form which is attached.  The Initial Registration Statement may be copied.  

Please remember the employer must sign the registration form of each legislative agent.  If more information is needed, please contact the Commission at (502) 573-2863, or e-mail Donnita.Crittenden@LRC.ky.gov
Also, please note that spending reports are due by January 15, 2014 from all employers and lobbyists registered at any time during the reporting period of September 1, 2013 to December 31, 2013.  These reports can be filed on the Commission’s website:  http://klec.ky.gov/

Corruption Panel’s Report Offers Look at the Payback Culture in Albany

The New York Times – December 3, 2013 -- By Thomas Kaplan and Jesse McKinley

A politically connected organization had just received a large grant from New York State, but its executives were not satisfied. 

For years, the organization had paid considerable sums to a business owned by a politician. The politician was helping the organization win grants, but the grants were not worth as much as the amount that had been invested.

In an email obtained in a new state investigation, an executive said a colleague had felt “insulted” by what was seen as insufficient payback.

“It was likely that over the last 15 years, we had paid [the official] ... more than [the official] was now giving us,” the executive wrote, with the names omitted in a report that a panel investigating corruption in Albany released on Monday. 

The bald expression of transactional expectations was among the most striking examples of possible misconduct uncovered by the panel, known as a Moreland Act Commission, that Gov. Andrew M. Cuomo appointed five months ago.  The panel said it had found possible sham nonprofit groups funded with public money, lawmakers who seemed to be seeking reimbursement from the state for travel expenses that had already been paid by their campaigns, and businesses that effectively sought to buy legislation with targeted campaign donations.

The panel did not name names, leaving Albany to play a guessing game about which elected officials, businessmen and political donors might soon be embarrassed — and which of them could face prosecution.  The report said investigators had already uncovered “deplorable conduct, some of it perfectly legal yet profoundly wrong; some of it potentially illegal.” 

“We’ve found some shocking things, but we have to do more complete investigations,” Kathleen M. Rice, the Nassau County district attorney and a co-chairwoman of the panel, said in an interview, adding:  “What is far more corrosive and pervasive is all the stuff they do that’s legal and shouldn’t be.  It’s almost like: ‘Wait, what?  You’re allowed to do that?’ ”

It also remains unclear how long the investigations will continue.  The commission’s primary charge is to recommend broad reforms to the state’s political system, more so than to build cases against individual politicians.  

Mr. Cuomo wants to negotiate an agreement with legislative leaders on new ethics measures, and it is possible that future investigatory work could be curbed if a deal is reached. 

Speaking to reporters in Manhattan, the governor said the report offered evidence that the Legislature needed to pass new ethics laws to restore the public’s trust in government. 

“We need to do more,” he said.  “The connection of money and politics is not a good one, and the commission’s report makes that clear once again.” 

The panel said it had conducted what it described as undercover operations, including surveillance, recorded telephone calls and, in at least one instance, the use of a camera installed to a pole outside a storefront that appeared to house possible sham nonprofit organizations. 


It has issued 200 subpoenas, collected millions of pages of documents and conducted dozens of interviews and depositions, according to the report.  And, in an effort to analyze large quantities of campaign fund-raising, lobbying and other data, it hired an investigative consultancy, K2 Intelligence, to make use of a data analytics platform initially developed for counterterrorism and intelligence gathering. 

The report said the data analysis had allowed the commission to identify hard-to-trace relationships between companies and individuals, and ultimately would help investigators “identify eyebrow-raising patterns of potential misconduct.” 

In one case, they were able to find a company that lobbied vigorously for passage of legislation, and then, after its passage, gave both major political parties large contributions directed through what the report described as “shadowy corporate affiliates with generic names that do not readily appear to have anything to do with the company.” 

The commission’s investigations are being led by Danya Perry, a former federal prosecutor in Manhattan who specialized in white-collar fraud.  The commission plans to refer suspected criminal activity to law enforcement agencies. 

The commission also expressed interest in how money influenced a tax abatement program for real estate developers, a wage law exemption for a large retailer and other “custom-tailored laws” that a particularly powerful lobbyist won for a wide-ranging group of high-paying clients. 

The commission found repeated evidence that money influenced governmental action. 

In one investigation, a lobbyist negotiating with a prospective client provided the client with a “fair projection of expenses” that included not only the lobbyist’s fees, but also expensive “political contributions” that the client would have to make to politicians, including the chairmen of the legislative committees that had jurisdiction over a certain bill before the Legislature.

“It’s confirmation, frankly, of what a lot of people suspect about how things work in Albany,” said Lawrence Norden, the deputy director of the Democracy Program at the Brennan Center for Justice at the New York University School of Law.  “It’s confirmation that money drives policy, and everybody on the inside knows that.  And while that may not be illegal, it’s corrupt.”

There were investigations that bordered on the stuff of crime dramas.  The storefront that was surveilled, at an undisclosed location in New York City, was supposed to house several medical nonprofit groups, including one organization that had drawn nearly $3 million in state money from “geographically and politically diverse group of some of the state’s most powerful lawmakers.”

But the surveillance, conducted over more than three weeks, showed little activity at the building; an undercover visit found a single person working in the office.  Calls to the organization were routed to voice mail, and when return calls were made, they were brief and generic.

Investigators also visited the organization’s other offices — in New York and New Jersey — and said they appeared to be private residences, not places of business. 
Glaxo Says It Will Stop Paying Doctors to Promote Drugs

The New York Times – December 16, 2013 -- By Katie Thomas

The British drug maker GlaxoSmithKline will no longer pay doctors to promote its products and will stop tying compensation of sales representatives to the number of prescriptions doctors write, its chief executive said, effectively ending two common industry practices that critics have long assailed as troublesome conflicts of interest.

The announcement appears to be a first for a major drug company — although others may be considering similar moves — and it comes at a particularly sensitive time for Glaxo.  It is the subject of a bribery investigation in China, where authorities contend the company funneled illegal payments to doctors and government officials in an effort to lift drug sales.

Andrew Witty, Glaxo’s chief executive, said its proposed changes were unrelated to the investigation in China, and were part of a years long effort “to try and make sure we stay in step with how the world is changing,” he said.  “We keep asking ourselves, are there different ways, more effective ways of operating than perhaps the ways we as an industry have been operating over the last 30, 40 years?”

For decades, pharmaceutical companies have paid doctors to speak on their behalf at conferences and other meetings of medical professionals, on the assumption that the doctors are most likely to value the advice of trusted peers. 

But the practice has also been criticized by those who question whether it unduly influences the information doctors give each other and can lead them to prescribe drugs inappropriately to patients.  All such payments by pharmaceutical companies are to be made public next year under requirements of the Affordable Care Act.

Under the plan, which Glaxo said would be completed worldwide by 2016, the company will no longer pay health care professionals to speak on its behalf about its products or the diseases they treat “to audiences who can prescribe or influence prescribing,” it said in a statement.  

It will also stop providing financial support directly to doctors to attend medical conferences, a practice that is prohibited in the United States through an industry-imposed ethics code but that still occurs in other countries.  In China, the authorities have said Glaxo compensated doctors for travel to conferences and lectures that never took place. 

Glaxo is among the largest drug companies in the world, reporting global third-quarter sales of 6.51 billion pounds, or $10.1 billion, a 1 percent rise from the same period a year ago. Sales fell markedly in China as the investigation proceeded. 

The move won qualified praise from Dr. Jerry Avorn, a professor at Harvard Medical School who has written critically about the industry’s marketing practices. 

“It’s a modest acknowledgment of the fact that learning from a doctor who is paid by a drug company to give a talk about its products isn’t the best way for doctors to learn about those products,” Dr. Avorn said.  But he noted that Glaxo would continue to provide what the company described in a statement as “unsolicited, independent educational grants” to continue educating doctors about their products. 


Jeff Francer, vice president and senior counsel at the Pharmaceutical Research and Manufacturers of America, the industry trade group, said many other companies were looking for ways to better reach increasingly busy doctors — who may not have time to travel to a conference in the first place — and Glaxo’s actions represent just one example.

Beginning in 2015, Glaxo will also no longer compensate sales representatives based on the number of prescriptions doctors write, a standard practice that some have said pushed pharmaceutical sales officials to inappropriately promote drugs to doctors.  In 2012, Glaxo paid a record $3 billion in fines to resolve charges that it had marketed drugs for unapproved uses.  It is one of several major companies to have settled such cases in recent years.  

How to Stop the Economic Development Wars 

Tax incentives and other giveaways to business don't create prosperity.  It's time for a federal law to stop the bribery and make better use of capitalism's strengths. 
Governing Magazine – By Mark Funkhouser – November 25, 2013

For several decades we have been conducting an economic-policy experiment in state and local governments, and now it's time to stop the testing because the results are clear:  The dominant paradigm, incentive-fueled competition among these governments, does not create economic prosperity.

Two big facts confirm this conclusion.  First, as the New York Times reported last December, states, counties and cities are giving up more than $80 billion each year to companies in tax breaks, outright cash payments, and buildings and worker training. 

Second, the wages of the taxpayers who have been footing the bill for this stuff have been flat since at least 1979.  Indeed, some economists, including stalwarts of the establishment like Larry Summers, have concluded that we are now in an economy whose normal state is one of mild depression as a result of inadequate demand.  It seems obvious that the lack of demand is the result of depressed wages. 


The bankruptcy of the current approach to economic development has reached its apotheosis in the Boeing deal in Washington State, in which the corporation demanded both a massive subsidy from the state and significant wage and benefit concessions from its workers.  
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The state acquiesced, granting Boeing $8.7 billion -- the largest state-tax giveaway in the nation's history -- to keep production of the new 777x airliner in the Seattle region. 

The workers showed more spine.  The president of the machinists' union called the company's proposal for compensation cuts "a piece of crap," and the union voted to reject the deal by a two-to-one margin.


The result of the union's rejection, the company says, is that it will open up the competition to other potential locations for the 777x assembly.  Other states will now scramble to see how much they can offer Boeing in what Timothy Egan, in an op-ed piece in the Times that deserves sober consideration, called a "race to the bottom" that illustrates "the utter bankruptcy of economic policy prescriptions offered by both political parties."

Capitalism generates wealth, and without wealth living standards cannot rise. But capitalism does this in markets and, as Alex Marshall pointed out in The Surprising Design of Market Economies, markets are designed and constructed by governments through laws and regulations.

In the case of global corporations like Boeing, state and local governments are simply unequal to the task.  We need a national law that prohibits corporations from extracting bribes from state and local governments and bans governments from donating tax dollars to private entities -- a sort of domestic equivalent of the Foreign Corrupt Practices Act, which prohibits American companies from bribing foreign governments.

Some will argue that such a law would damage America's global competitiveness and drive companies to outsource even more of their work abroad.  I think that, on balance, this is not so. America is a magnet for global talent because of the quality of life offered here, and current economic trends are damaging to that quality of life.

Dr. Mark Funkhouser, is a former mayor of Kansas City and is the director of the Governing Institute.  The entire article is found at: http://www.governing.com/gov-institute/funkhouser/col-economic-development-incentives-federal-law-washington-state-seattle-boeing.html
Top state executive official resignations of 2013
BallotPedia -- December 20, 2013 -- By Greg Janetka

With the year winding down and end-of-the-year lists aplenty, we offer you a review of the year through the top state executive official resignations of 2013.  From officials surrounded by scandal, to one appointed to the U.S. Senate and one simply seeking more money, the year was busy with top names leaving their posts early. 
http://ballotpedia.org/Top_state_executive_official_resignations_of_2013

State Sen. Don Balfour cleared of all charges 
Georgia -- Atlanta Creative Loafing – December 19, 2013 – By Max Blau


State Sen. Don Balfour of Snellville, has been cleared of all charges related to the misuse of his legislative expense account. 

Jurors found Balfour not guilty on all counts after three full days of listening to the defense and prosecutors present their case. Last September, a Fulton County grand jury indicted the Gwinnett County lawmaker and Waffle House executive on 18 counts that included making a false certificate, theft by taking, and making a false statement and writing.

The charges followed a 2012 ethics complaint that accused Balfour of reimbursing mileage expenses for time he spent on a lobbyist-paid trip.  He paid a $5,000 fine levied by the Senate Ethics Committee. 

Prosecutors were unable to convince jurors that Balfour intentionally tried to pocket thousands from the state by double-billing his legislative expenses.  Balfour, who was first elected to the Georgia Senate in 1992, testified in his own defense the state actually owed him more than $23,000 for 115 days where he didn't claim his $173 legislative per diem.  His legal team tried pointing out that mistakes happened not only with his own record keeping, but also with state investigators.


The defense also called upon several prominent former lawmakers including former Govs. Roy Barnes and Sonny Perdue; former Senate President Pro Tem Eric Johnson; and Georgia Court of Appeals Judge and one-time state Sen. William Ray to attest to Balfour's character.


Minutes after the verdict, Gov. Nathan Deal's office immediately lifted his Gold Dome suspension so that he can return to work for the 2014 legislative session. 


Following the decision, Georgia Attorney General Sam Olens said he was "very disappointed" in the outcome, but defended his decision to bring to the case to trial.  


"The GBI investigation revealed that Senator Balfour requested and received reimbursements for expenses he did not actually incur: miles he did not drive, days he did not work, hotels other people paid for," Olens said in a statement.  "Those requests were too numerous and systematic to be simply isolated mistakes. If those requests had been submitted by an unelected state employee, they would have been prosecuted, and a state senator should not be held to a lower standard."
Petition affecting lawmakers, lobbyists advances

Missouri -- News-Tribune.com -- December 11, 2013 -- By Bob Watson

Missourians soon may be asked if they want to change the state Constitution, to require changes in the way lawmakers and legislative candidates operate.


Secretary of State Jason Kander said Tuesday he has approved a second initiative petition proposing the changes for circulation around the state, to gather signatures for placing the issue on the Nov. 4, 2014, statewide general election ballot.  St. Louis lawyer Brad Ketcher submitted both petitions, which affect lawmakers and potential lawmakers in three different ways.


When running for office, they would have contribution limits from individuals of $1,000 for state Senate candidates and $500 for House candidates.  Penalties for violating the limits would be a $5,000 civil fine, plus an amount equal to the illegal contribution, for a first offense; and a criminal charge for more violations, that could result in a prison sentence up to four years as well as the $5,000 fine plus an amount equal to the illegal contribution.


The amendment, if passed by voters, also would prohibit fund-raising activities “on any premises, property, or building owned, leased or controlled by the House, Senate or General Assembly” — with a possible punishment of one year in jail and/or a fine up to $1,000.


Once elected to a legislative office, they — and their staff members — could not accept “directly or indirectly a gift of any tangible or intangible item, service, or thing of value in excess of $5 from any lobbyist.”  And, once elected to office, the amendment would prohibit lawmakers and their employees from serving as, or registering as, lobbyists, for two years after the lawmaker leaves office.
Private firms to pay for lawmakers to travel to India

North Carolina -- NewsObserver.com -- December 19, 2013  


A recently released opinion from the State Ethics Commission indicates that up to 10 legislators will take part in a trip to India in February, with much of the costs picked up by a biopharmaceutical firm, a credit union, and a nonprofit organization. 


As the Insider reports, the trip is being arranged by the Center for International Understanding at the University of North Carolina.  It follows a similar trip organized by the center in October in which nine legislators and a handful of other state and local government officials took part.  Some of the same organizations helped pick up the cost for that trip. 


The opinion from the State Ethics Commission indicates it is legal for the named organizations, as well as any others that are registered lobbying principals, to pay for much of the costs because the trip is educational in nature. 


The three named organizations or companies -- Quintiles Transnational, the Local Government Federal Credit Union and the Moise and Vera Khayrallah Fund of the Triangle Community Foundation -- are not currently lobbying principals.  Quintiles had employed lobbyists as late as 2007, according to records from the Secretary of State's office.


The opinion indicates that, as of the initial request made in September, the Center for International Understanding was seeking additional donations, with some potentially coming from lobbying principals.  It also shows that non-legislators attending the trip -- potentially including Commerce Department officials, state Department of Agriculture officials, and Cabarrus County officials -- will pay a "program fee" between $6,915 and $7,785, which includes the cost of airfare. 


Legislators would have to pick up any costs associated with two optional events on the agenda, including a trip to see the Taj Mahal. 


The trip is being touted as a way for North Carolina officials to understand the Indian economy and to explore business relationships between North Carolina and India.  It includes meetings with Indian officials, a tour of a top business school and visits to several Indian companies.  The names of the legislators planning to attend are not listed. 


According to an article that appeared in the Greensboro News & Record at the time, those who attended the October trip to China were: Sens. Tamara Barringer, Pete Brunstetter, Don Davis, Joel Ford, Ralph Hise, and Tommy Tucker, and Reps. Donny Lambeth, Chuck McGrady and Paul Tine.  Donors for that trip included software giant SAS, which is registered as a lobbying principal. 
FBI agent details downfall of 2 Ohio ex-legislators
Ohio -- The Columbus Dispatch -- December 17, 2013 -- By Jim Siegel 

The FBI special agent in charge of investigating public corruption in Columbus explained to more than 100 legislators, lobbyists and legislative lawyers why two former legislators are in prison, and he said his group is still on the lookout.

After explaining what led to the downfall of former Reps. W. Carlton Weddington of Columbus and Clayton Luckie of Dayton, Special Agent Jeffrey Williams made it clear that he and his agents are always available to listen and would keep informants’ identities confidential.  Public officials selling their offices can lead to the “demise of society,” he said.


The FBI did not randomly target Weddington, Williams said, pointing to a Dispatch story that included accusations of pay-to-play, and to emails.

Williams highlighted a 2009 email in which Weddington told a payday-lending lobbyist that if the lobbyist didn’t come through with some “serious cheese,” then he wanted a suite to an upcoming Cleveland Cavaliers game.  The FBI had a September 2009 email from Weddington asking which lobbyists and associations could be approached for money from because of his work on a DNA-testing bill.

So the FBI developed a sting involving undercover agents creating a fake California wine company that persuaded Weddington to draft a budget amendment — and later a stand-alone bill — to help the business sell wine in Ohio.

Agents spent more than $10,000 on fine dining around Columbus, and trips for Weddington and his girlfriend to Napa Valley, Calif., and Miami for lavish vacations that included first-class airfare, limos and spa treatments — none of which were reported on his financial-disclosure statement.

In Miami, an undercover agent talked with Weddington about making quick money, and Weddington said he’s not going that route.  “I’m good.  I’m not sitting in nobody’s six-by-nine,” he said, referring to the common size of a prison cell.  Weddington was sentenced to three years in prison after pleading guilty in March 2012 to felony bribery and election falsification.

Meanwhile, Luckie was sentenced in January to three years in prison and required to repay the state $12,000 for improperly spending about $130,000 in campaign funds and falsifying documents to cover up his actions.


Agents gave Weddington $4,000 in campaign contributions, and he asked that they be spread out among several donors to be less noticeable.  Weddington then hid the contributions by not properly recording them, Williams said.

Finally, agents arranged to pay Weddington a $5,000 cash bribe.  At one point, Weddington suggested that the agent come on Thursday, rather than Wednesday, because “it’s a good club night."  Later, as they tried to drop the money again, Weddington said he’d make himself available but noted he was about to go into a House session, so he’d have to wait until it was over.  That afternoon, he picked up the money, and the FBI got a photo of him smiling, holding it in the car.
Boeing made donations ahead of tax break offer

Washington – Everett HeraldNet -- December 19, 2013 – By Jerry Cornfield and Dan Catchpole

Boeing Co. campaign contributions to state lawmakers don't usually draw much attention -- until the checks are cut days before the Legislature votes to give the aerospace giant a huge tax break.


That's what appears to be the case in a review of records filed earlier this month with the state Public Disclosure Commission which tracks political money in Washington.  Those documents show that Boeing gave the maximum donation of $900 to seven lawmakers, for a total of $6,300.


The firm reported making the donations Nov. 4, one day before Gov. Jay Inslee called a special session to approve tax incentives valued at nearly $9 billion in hopes of securing work on the company's next generation 777X jetliner.


Six of the seven voted for the tax package which the House passed 75-11 and the Senate approved 42-2.  The other lawmaker was excused at the time of the vote.  None of the seven reported receiving the money until after the special session ended Nov. 9.


Boeing makes contributions to campaigns of lawmakers as well as mayors and county executives throughout the year, so the November donations didn't surprise Sen. Steve Hobbs of Lake Stevens, or Rep. Marko Liias of Everett.  Neither legislator received a donation.


"I think it's at best a coincidence," Liias said of the timing.  "I think the policy choice we made was pretty clear from the outset.  It wasn't a case where the outcome was hanging in the balance."


Boeing contributes to Washington state political campaigns with some regularity. It has given more than $3.1 million to political groups and campaigns since the late 1990s, according to commission records.


Documents filed in August contain three pages of contributions to lawmakers, including the leaders of each of the four caucuses in the Legislature.  All the donations were reportedly made July 31.


Hobbs and Rep. Norma Smith of Clinton, were listed as receiving $900 apiece for their respective re-election campaigns in 2014.  "I think they wrote me a check because they know I am a supporter of aerospace," said Hobbs, who serves on the task force which advised Inslee on the tax incentives passed in the special session.


In its donations ahead of the special session, Boeing supported Sens. John Braun, Sharon Brown and John Smith; Reps. Norm Johnson, Charles Ross, Shelly Short, and Rep. Dave Upthegrove. 
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