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scheduled.
Please bring your SB 186 file w ith you to the committee 
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D E P A R T M E N T  O F  L A W

O FFIC E  OF THE ATTORNEY GENEPAL

March 27,2006

FRANK H. MURKOWSKI. GOVERNOR

1031 WEST*™AVENUE, SUITS 200 
ANCHORAGE. ALASKA, 99901-199' 
RHONE: (007)269.9100 
FAX: (907)293-076

The Honorable Ralph Seekins 
Senator
Alaska State Legislature 
State Capitol
Juneau, Alaska 99801 -1182

The Honorable Norman Rokeberg 
Representative 
Alaska State Legislature 
State Capitol
Juneau, Alaska 99801-1182

Re: HCS CSSB 186(RLS) — “An Act relating to the Alaska Executive Branch
Ethics Act”
AG file no. 661-06-0170

Dear Senator Seekins and Representative Rokeberg:

We wish to alert you to what appears to be a drafting problem in HCS 
CSSB 186(RLS), which passed out o f the House Rules Committee on March 15 and is 
awaiting placement on the House o f Representatives’ calendar. We have enclosed a draft 
amendment that would fix the problem.

The apparent problem is that the bill, which would amend the Alaska Executive 
Branch Ethics Act, refers in several places to matters remaining confidential “until the 
personnel board makes a finding o f probable cause,” but the personnel board does not make 
probable cause findings under the Ethics Act. Under the Ethics Act, the attorney general 
makes the probable cause findings (see AS 39.52.320 and AS 39=52350) exebpt when 
independent counsel make the findings because the complaints involve the governor, 
lieutenant governor, or attorney general. See AS 39.52310(c).

Substituting '‘attorney general” for “personnel board” in the b ill’s references jo 
probable cause findings would solve the problem, with one exception. The exception is in
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section 13 of the bill, which addresses personnel board reports on ethics complaints that the 
attorney general (or independent counsel) dismisses or resolves. I f  the attorney general or 
independent counsel dismisses or resolves an ethics complaint, neither normally makes a 
probable cause finding on the matter. Consequently, the practical effect o f  section 13 would 
be that the personnel board’s report on a dismissed or resolved matter would remain 
confidential unless the subject o f the complaint waived confidentiality.

The enclosed draft amendment would fix the problem by substituting “attorney 
general” for “personnel board” in the appropriate places and by eliminating the reference in 
section 13 to a probable cause finding. I f  you have questions about the draft amendment or i f  
we can assist in any way, please let us know.

Sincerely,

DAVID W. MARQUEZ
ATTORNEY GENERAL

By:
D av id  T . :
Senior Assistant Attorney General

Enclosure

cc: Kevin Jardell (w. enclosure)
Randy Ruaro (w. enclosure)
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A M E N D M E N T  $ r f

BY REPRESENTATIVEOEFERED IN THE HOUSE 
TO: HCS CSSB 186(ELS)

1 Page 6, lines 20 - 21:

2 Delete "nntil the personnel board  makes a finding of probable cause"

3
4 Page 7, line 13:

5 Delete "personnel b o a rd ”

6 Insert "atto rney  general"

7
8 Page 7, line 22:

9 Delete "board"

10 Insert "a tto rney  general"

11

12 Page 7, line 28:

13 Delete "personnel b o a rd "

14 Insert "a tto rney  general"

1
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5 C.F.R. § 2634.403 

C
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Code o f  Federal R egulations Curren tness 
T itle 5. A dm inistrative Personnel

C hap ter XVI. O ffice o f  Governm ent Ethics 
Subchap ter B. G overnm ent E thics 

■Si Part 2634. Executive Branch Financial 
D isclosure, Q ualified Trusts, and 
C ertificates o f  D ivestitu re (Refs & Annos)

"a Subpart D. Qualified T rusts (Refs & 
Annos)

-»§ 2 6 3 4 .403  Q u a lif ie d  b lin d  tru s ts .

(a) Definition. A qualified  b lind trust is a trust in 
w hich the filer, his spouse, o r his m inor or 
dependent child has a beneficial interest, which is 
certified pursuant to § 2634.405 o f  this subpan  bv 
the D irector o f  the O ffice o f G overnm ent Ethics, 
and which includes in the trust instrument in the 
p rovisions required by paragraph (b) o f  this section, 
and has an independent trustee as defined in §
2634.406 o f  this subpart. See section 102(f)(3) of 
the Act.

(b) Required provisions. The instrum ent which 
estab lishes a b lind trust must adhere substantively 
to model d rafts circulated by the O ffice of 
Governm ent Ethics, and must prov ide that:

(1) The prim ary purpose o f  the blind trust is to 
confer on the independent trustee and any o ther 
designated fiduciary the sole responsib ility  to 
adm inister the trust and to m anage trust assets 
w ithout the partic ipation  by, o r the know ledge 
of, any interested party This includes the duty 
to decide when and to what ex ten t the original 
assets o f  the trust arc to be so ld o r disposed ol 
and in what investm ents the proceeds o f  sale 
are to be reinvested;

(2) The trustee and any o ther designated 
fiduciary in the exercise o f  their authority  and 
discretion to  m anage and control the assets of 
the trust shall not consult o r notify any
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in terested party;

(3) None o f  the assets initially placed in the 
trust's portfo lio  shall include assets the holding 
o f  which by any interested party w ould be 
proh ib ited  by the Act, by the im plem enting 
regulations, o r by any o ther applicab le Federal 
law, Executive order, o r regulation;

(4) Any portfo lio  asset transferred  to the trust 
by an interested party is free o f  any restriction 
w ith respect to its transfer o r sale, except as 
fully described in schedu les attached to the 
trust instrument, and as approved by the 
Ditv-ctor o f  the O ffice o f  G overnm ent Ethics;

(5) During the term  o f  the trust, the interested 
parties shall not pledge, mortgage, o r o therw ise 
encum ber the ir interests in the property held by 
the trust;

(6) The trustee shall promptly notify the filer 
and the D irector o f  the O ffice o f  Government 
E thics when any particu lar asset transferred to 
the trust by an interested party has been
com pletely  d isposed o f  o r when the value o f 
that asset is reduced to less than $1,000;

(7) The trustee o r his designee shall prepare the 
trust's income tax return. U nder no 
circum stances shall the trustee o r any other 
designated fiduciary disclose publicly, o r to 
any interested party, the trust's tax return, any 
inform ation re la ting  to that return except for a 
sum m ary o f  trust incom e in categories
necessary  for an interested party to com plete
his individual tax return, o r any inform ation
which m ight specifically  identify current trust 
assets, o r those assets w hich have been sold or 
d isposed o f  from trust holdings, o ther than 
inform ation re la ting  to  the sale o r disposition of 
orig inal trust assets under paragraph (b)(6) ol 
this section;

(8) An interested party shall not receive any 
report on trust ho ld ings and sources o f  trust
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income, except that the trustee shall, w ithout 
iden tify ing specifically any asset o r holding:

(i) Report quarterly the aggregate m arket value 
o f  the assets representing the :ite re s ted  party's 
interest in the trust;

(ii) Report the net income or loss o f  the trust, 
and any o ther inform ation necessary to enable 
the interested party to complete his individual 
income tax return and

(iii) Report annually, fo r purposes o f  section 
102(aX 1KD) o f  the Act, the aggregate amount 
o f  the trust's income attribu tab le to the 
interested party’s beneficial interest in the trust, 
categorized in accordance w ith § 2634.302(b);

(9) There shall be no direct o r indirect 
com m unication with respect to the trust 
between an interested party and the 
independent trustee o r any o ther designated 
fiduciary w ith respect to the trust unless;

(i) Such com munication is in w riting, with the 
p rio r w ritten approval o f  the D irector o f  the 
O ffice o f  G overnm ent E thics and is filed with 
the D irector in accordance with § 2634.408(c) 
o f  this subpart; and

(ii) It relates only;

(A) To the request for a d istribution from 
the trust, w hich does not specify w hether 
the d istribu tion shall be made in cash o r in 
kind;

(B) To the general financial interest and 
needs o f  the interested party including, but 
not lim ited to, a preference for m axim izing 
current income or long-term capital 
appreciation;

(C) To notification o f  the trustee by the 
interested party that the interested party is 
prohib ited by subsequently  applicable 
statute, Executive order, o r regulation from 
hold ing an asset, and to directions to the 
trustee that the trust shall not hold that 
asset; o r

5 C . F .R .  § 2 6 3 4 .4 0 :
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(D) To instructions to  the trustee to  sell all 
o f  an asset which was initially p laced in 
the trust by an interested party, and which, 
in the determ ination o f  the filer creates a 
real o r apparen t conflic t due to duties 
subsequently assum ed by the filer (but the 
filer is not required to g ive such directions);

Note: By the term s o f  paragraph (3)(CXvi) of 
section 102(0 o f  the Act, com m unications which 
solely consist o f  requests for distribu tions o f  cash or 
o ther unspecified assets o f  the trust are not required 
to  be in writing. Further, there is no statutory 
m echanism  for pre-screening o f  proposed 
com m unications. However, experience o f  the 
O ffice o f  G overnm ent E thics over the years d ictates 
the necessity  o f  prohib iting any oral 
com m unications between the trustee and an 
interested party w ith respect to the trust and 
pre-screening all proposed written communications, 
to prevent inadvertent prohibited com m unications 
and preserve confidence in the Federal qualified 
trust program . A ccordingly, under its authority 
pursuant to paragraph (3XD) o f  section 102(0 of 
the Act, the O ffice o f  G overnm ent E thics will not 
approve proposed trust instrum ents which do not 
contain language conform ing to this policy, except 
in unusual cases where com pelling necessity is 
dem onstrated to the D irector, in his sole discretion.

(10) The interested parties shall not take any 
action to obtain, and shall take reasonable 
action to avoid receiving, inform ation with 
respect to the holdings and the sources of 
income o f  the trust, including a copy o f  any 
trust tax return filed by the trustee, o r any 
inform ation relating to that return, except for 
the reports and inform ation specified in 
paragraphs (b)(6) and (b)(8) o f this section;

(11) An independent trustee and any o ther 
designated fiduciary shall file, w ith the D irector 
o f  the O ffice o f  G overnm ent E th :cs by May 
15th fo llow ing any calendar y ear during which 
the trust w as in existence, a properly  executed 
C ertificate o f  Com pliance in the form 
prescribed in appendix B to this part. In 
addition, the independent trustee and such 
fiduciary shall m aintain and make availab le for 
inspection by the O ffice o f  G overnm ent Ethics, 
as it may from tim e to tim e direct, the trust's

to Orig. U.S. Govt. Works.
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books o f  accoun t and o ther records and copies 
o f  the trust's tax re tu rns for each taxab le y ear of 
the trust;

(12) N either the trustee n o r any o ther
designated fiduciary  shall know ingly and 
w illfully, o r n eg lig en tly

(i) D isclose to any interested party any 
inform ation regard ing the trust that m ay not be 
d isc losed pursuant to  title I o f  the Act, the 
im p lem en ting  regulations, o r the trust
instrument;

(ii) A cquire any ho ld ing the ow nersh ip  o f 
w hich is p roh ib ited  by, o r not in accordance 
with, the term s o f  the trust instrument;

(iii) Solicit advice from any interested party 
w ith respect to the trust, if such so lic itation is 
proh ib ited  by title I o f  the Act, the 
im plem enting regulations, o r the trust
instrum ent; o r

(iv) Fail to file any docum ent required by title I 
o f  the Act o r by this part;

(13) An interested party shall not know ingly 
and w illfu lly, o r negligently:

(i) Solicit o r receive any inform ation regard ing 
the trust that may not be d isclosed pursuant to 
title I o f  the Act, the im plem enting regulations, 
o r the trust instrum ent; o r

(ii) Fail to file any docum ent required by title I 
o f  the A ct o r by this part;

(14) No person, including investm ent counsel, 
investm ent advisers, accountants, and tax 
preparers, m ay be em ployed or consulted by an 
independent trustee o r any o ther designated 
fiduciary to assist in any capacity to adm inister 
the trust o r to m anage and control the trust 
assets, unless the fo llow ing four conditions are 
met:

(i) W hen any interested party learns about such 
em ploym ent o r consultation, the person must 
sign the trust instrum ent as a party, subject to 
the p rio r approval o f  the D irecto r o f  the O ffice

5 C.F.R. § 2634.403
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(ii) U nder all the facts and circum stances, the 
person is determ ined pursuant to the 
requirem ents for elig ible entities under §
2634.406 o f  this subpart to be independent o f 
any interested party w ith respect to the trust 
arrangement;

(iii) The person is instructed by the 
independent trustee or o ther designated 
fiduciary not to d isclose publicly o r to  any 
interested party inform ation which m ight 
specifically  identify curren t trust assets which 
have been so ld o r d isposed o f  from trust 
holdings, o ther than inform ation relating to the 
sale o r dispositi >n o f  orig inal trust assets under 
paragraph (b)(6) o f  this section; and

(iv) The person is instructed by the trustee o r 
o ther designated fiduciary to have no direct 
com m unication with respect to the trust vith 
any interested party, and to make all indirect 
com m unications with respect to the trust only 
through the trustee, pursuant to paragraph
(b)(9) o f  this section;

(15) Hie trustee shall not acquire by purchase, 
grant, gift, exercise o f  option, o r otherw ise, 
w ithout the p rio r w ritten approval o f  the 
D irecto r o f  the O ffice o f  G overnm ent Ethics, 
securities, cash, o r o ther property from any 
interested party;

(16) The existence o f  any banking o r other 
client relationsh ip between any interested party 
and an independent trustee or any other 
designated fiduciary shall be d isclosed in 
schedu les attached to the trust instrument, and 
no o ther such relationsh ip shall be instituted 
unless that relationsh ip is disclosed to the 
D irector o f  the O ffice o f  Governm ent Ethics; 
and

(17) The independent trustee and any other 
designated fiduciary shall be com pensated in 
accordance with schedules annexed to  the trust 
instrument.

of Government Ethics;

SOURCE: 45 FR 69777. Oct. 21, 1980; 54 l-R
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50230, Dec. 5, 1989; 55 FR 14407, April 18, 1990;
57 FR 11804, April 7, 1992; 57 FR 11814, April 
7, 1992; 61 FR 32635, June 25, 1996; 64 FR 
47096, Aug. 30. 1999, unless o therw ise noted.
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AUTHORITY ; 5 U.S.C. App. (Ethics in 
G overnm ent Act o f  1978); 26 U.S.C. 1043; Pub.L. 
101-410, 104 Stat. 890, 28 U.S.C. 2461 note 
(Federal C ivil Penalties Inflation Adjustm ent Act of 
1990), as am ended by Sec. 31001, Pub.L. 104-134, 
110 Stat. 1321 (Debt Collection Im provement Act 
o f  1996); E.O. 12674, 54 FR 15159; 3 CFR, 1989 
Comp., p. 215, as modified by E.O. 12731, 55 FR 
42547; 3 CFR, 1990 Comp., p. 306.

5 C. F. R. § 2634.403, 5 CFR § 2634.403

Curren t through March 23, 2006; 71 FR 14656

Copr. ©  2006 Thomson/West

END  OF DOCUM ENT
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5 C.F.R. §2634.401
(P u b lic a t io n  p ag e  re fe re n c e s  a r e  n o t a v a ila b le  fo r th is  d o c u m e n t.)
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Code o f  Federal Regulations Curren tness 
T itle 5. Adm inistrative Personnel

C hap ter XVI. O ffice o f  G overnm ent E thics 
Subchapter B. G overnm ent E thics

Part 2634. Executive B ranch Financial 
D isclosure, Qualified Trusts, and 
Certificates o f  D ivestiture (Refs & Annos) 

Subpart D. Qualified T rusts (Refs & 
Annos)

•»§ 2634.401 G e n e ra l  c o n s id e ra tio n s .

(a) S tatu tory standards govern ing qualified trusts--

(I) Types o f  qualified trusts and their 
re la tionsh ip  to conflict o f  interest laws. The 
Ethics in G overnm ent Act o f  1978 created, and 
p ro \id ed  special public financial d isclosure 
requirem ents for, two types o f  qualified  trusts. 
It was envisioned that the use o f  those trusts by 
G overnm ent em ployees w ould reduce the real 
and apparent conflic ts o f  interest which m ight 
a r s e  between the financial interests held by 
those employees (or a ttribu tab le to them) and 
the ir official responsibilities.

(i) Interested party means a Government 
employee, his spouse, any m inor o r dependent 
ch'ld, and their represen tatives in any case in 
w hich the employee, spouse, o r child has a 
beneficial interest in the principal o r income of 
a trust proposed for certification o r certified.

(ii) Q ualified blind trust. The most universally 
adaptab le qualified trust is the qualified blind 
trust, defined in § 2634.403 o f  this subpart. A 
trust is considered  to be "b lind " only with 
regard  to those trust as1 ets about which no 
interested party has know ledge. When an 
interested party orig inally  p laces assets in trust, 
that party still possesses know ledge about those

assets. Those orig inal asse ts rem ain financial 
interests o f  the G overnm ent official for 
purposes o f  18 U.S.C. 208 or for any other 
Federal conflict o f  interest sta tu tes or 
regulations, until the trustee notifies the official 
e ither (hat a particu lar orig inal asset has been 
disposed o f  o r that the asset's value is less than 
$1000. If the trustee se lls o r d isposes of 
orig inal trust assets and then uses the proceeds 
to acquire new trust holdings, o r i f  the trustee 
reinvests trust income to acqu ire new  trust 
holdings, a "b lind" trust exists for those new 
holdings because the interested parties possess 
no inform ation about the new ly acquired assets.

The holdings o f  a "b lind " trust arc not 
classified as financial interests o f  the 
Governm ent official for purposes o f  18 U.S.C. 
208 or for any o ther Federal conflic t o f  interest 
statu tes o r regulations.

(iii) Qualified d iversified trust. The second 
tvpe o f  qualified trust estab lished by the Act is 
the qualified diversified trust, defined in § 
2634.404 o f  this subpart. A m ong other 
requirements, a trust is considered to be 
"diversified" i f  it can be demonstrated, to  the 
satisfaction o f  the D irector o f  the O ffice of 
Governm ent Ethics, pursuant to § 2634.404(b), 
that the trust assets com prise a w idely 
d iversified portfo lio  o f  readily m arketable 
securities, and do not initially include the 
securities o f  any en tities having substantial 
activities in the same area as the Governm ent 
official's prim ary area o f  responsibility . The 
trust holdings arc never c lassified as financial 
interests o f  the G overnm ent official for 
purposes o f  18 U.S.C. 208 or fo r any other 
Federal conflic t o f  interest statu tes or 
regulations.

(2) Independence o f  trustees and o ther 
fiduciaries. U nder the Act and § 2634.406 of 
this subpart, those entities that are authorized 
by the Act o r by the trust instrum ent to m anage
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(Publication page references are not available for this document)

the assets of, and to  control and adm inister, 
e ither a qualified  blind o r a qualified 
d iversified trust must be independent, in fcct 
and in appearance, from those parties w ho hold 
beneficial interests in the trust.

(i) The independence o f  trustees is facilitated 
by lim iting the en tities which m ay serve in this 
capacity to certain  financial institutions.

(ii) In addition to the trustee, the Act extends 
the independence requirem ent to  o ther entities 
which m anage trust assets o r adm in is te r the 
trust, including o fficers and em ployees o f  the 
trustee, any o ther entity designated  in the trust 
instrum ent to perform  fiduciary duties on 
b eha lf o f  the trust, and the officers and 
em ployee; o f  any o the r en tity  that is involved 
in the m anagem ent o r control o f  the trust, such 
as investm ent counsel, investm ent advisers, 
accountants, o r tax p reparers and their 
assistants.

(iii) Those en tities governed by the Act w ill be 
considered "independen t" for purposes o f  this 
subpart if, am ong o the r requirem ents, the 
entities are not affilia ted  with, associated  with, 
related to, o r subject to the contro l o r influence 
of, any o f  the parties that hold a beneficial 
interest in the trust.

(3) Com m unications betw een trust 
adm inistrators and interested parties. For 
purposes o f  Federal eth ics laws, the most 
important feature o f  those qualified  trusts that 
are recognized under the Act is the separation 
which those trusts foster betw een parties with 
beneficial interests in the trust and entities 
w hich m anage trust asse ts and adm in iste r the 
trust instrument. O nce a qualified  trust has 
been certified, the benefic iaries and their 
rep resen tatives are expressly  proh ib ited  from 
com m enting d irectly  to the trustee about 
m atters relating to asset m anagem ent and trust 
holdings, or to trust adm inistration  and 
activities. Likew ise, the trustee must make 
investm ent decisions for the trust w ithout 
consulting, o r being contro lled  by, interested 
parties, and the trustee is prohib ited from

inform ing in terested parties d irectly  about trust 
activities, except to the lim ited exten t required 
under the Act. The Act requ ires the trustee to 
provide trust benefic iaries w ith certain  standard 
periodic reports. Beyond receip t o f  these 
standard reports, trust beneficiaries are 
p rohib ited from actively a ttem pting to obtain, 
and from passively  but know ingly obtaining, 
d irectly  o r indirectly, any additional 
inform ation which the A ct prohibits 
beneficiaries from obtaining, including 
inform ation about trust ho ld ings and activities. 
Finally, instrum ents c rea ting  qualified  trusts 
must require interested parties and trustees to 
make all perm issib le com m unica tions relating 
to the trust and to its assets in w riting, w ith the 
p rio r w ritten approval o f  the D irecto r o f  the 
O ffice o f  G overnm ent Ethics. Sections 
2634.403-2634.405 and 2634.407 o f  this 
subpart contain standards im plem enting these 
restrictions.

(4) T rust and beneficiary taxes. For tax 
purposes, because a trust is a separate entity 
d istinct from its beneficiaries, a trustee must 
file an annual fiduciary tax return for the trust 
(IRS Form 1041). In addition, the trust 
beneficiaries must report income received from 
the trust on the ir individual tax returns. The 
Act estab lishes special filing p rocedures to be 
used by the trustee and trust benefic iaries in 
order to m aintain the substan tive separation 
between trust benefic iaries and trust 
adm inistration. For benefic iaries o f  qualified 
blind trusts, the trustee sends a Schedule K-l 
form sum m ariz ing trust incom e in appropriate 
categories to enab le the benefic iaries to file 
individual tax returns. For benefic iaries of 
qualified d iversified  trusts, the statu te requires 
the trustee to file the individual tax returns on 
beha lf o f  the trust beneficiaries. The 
beneficiaries must transm it to the trustee 
materials concern ing taxab le transactions and 
occurrences ou tside o f  the trust, pursuant to the 
requirem ents in each trust instrum ent which 
detail this procedure.

(b) Policy considera tions and ob jectives underly ing
the qualified trust program .

©  2006 Thomson/W est. No C laim  to Orig. U.S. Govt. Works.

http://print. westlaw.com/delivery.htmr?dest=atp&format=HTMLE&dataid=B005580000001702000556... 3/29/2006

http://print


Page 4 o f 6

Page 3

5 C.F.R. § 2634.401
(Publication page references are not available for this document.)

(I) Prior to enactm ent o f  the Act's qualified 
trust provisions, there w as no accepted 
defin ition o f  a properly  formulated blind or 
diversified trust. However, there w as general 
agreem ent that the use o f  b lind o r diversified 
trusts often reduced the potential for conflicts 
o f  interest. I f  Governm ent em ployees do not 
know the exact identity, nature, and extent of 
their financial interests, then the employees 
cannot be influenced in the perform ance of 
their official duties by those interests. Their 
official actions, under these circum stances, 
should be free from collateral attack arising out 
o f  real o r apparent conflicts o f  interest. 
Therefore, the most sign ifican t objective to be 
achieved through the use o f  a blind trust is the 
lack o f  know ledge, o r actual "blindness," by a 
G overnm ent offic ial w ith respect to the 
holdings in h is trust. The sam e goal may be 
achieved through the use o f  a d iversified trust, 
if that trust holds securities from different 
issuers in d ifferen t econom ic sectors, and i f  the 
trust's interest in any one issuer is limited. 
U nder these conditions, it is unlikely that 
official actions taken by the Governm ent 
employee w ho holds a beneficial interest in the 
trust w ould affec t individual securities to such a 
degree that the overall value o f  the trust's 
portfolio w ould be m aterially  enhanced. Thus, 
w ide diversification is tantam ount to  actual 
"blindness."

(2) Because, for the trusts certified under the 
p rovisions o f  this subpart D, the Government 
official is o r will becom e blind to the identity 
and nature o f  his actual trust holdings, the 
reporting requirem ents o f  section 102(0(1) of 
the Act and subparts C or I o f  this part, which 
generally require Governm ent filers to disclose 
the contents o f  a trust's portfolio, do not apply. 
See § 2634.310 o f  this part. Further, as 
d iscussed in paragraphs (e)(1) (ii) and (iii) ot 
this section, 18 U.S.C. 208 and o ther Federal 
conflict o f  interest laws do not generally apply 
to the hold ings o f  qualified trusts, except in the 
case o f  the orig inal assets transferred to a 
qualified blind trust until notice that a 
particu lar orig inal asset has been disposed o f  or 
that the asset's value is below  $1,000.

(c) Q ualified trust p rovisions o f  the regulation. 
This subpart D prescribes standards which 
implement the statu tory requ irem ents and policy 
objectives underly ing the Act's qualified b lind and 
d iversified I ist provisions. The O ffice of 
Governm ent E thics w ill apply the standards o f  this 
subpart to specific cases.

(I) C lassification as a qualified  trust. In order 
to be c lassified as a qualified  trust for purposes 
o f  the Act, b lind and d iversified trusts must 
satisfy the fo llow ing three requirements:

(i) The trust docum ent must conform  to 
announced standards. A s provio-.d under § 
2634.403(b) for b lin d  t r u s ts  and § 2634.404(c)
for d iversified  trusts, the trust docum ent must 

conform  to  the model trust instrum ents which 
are d rafted  and d istribu ted by the O ffice o f 
G overnm ent E th ic s  fo r use by interested 
parties when drafting the ir trust arrangements. 
Prior to certify ing a trust under § 2634.405 of 
this subpart, as d iscussed in paragraph
(c)( I )(iii) o f  this section, the O ffice of 
G overnm ent E th ic s  must approve every 
proposed trust docum ent. In addition to  other 
required provisions, the trust instrum ent must 
contain language w hich im plem ents the 
com m unications restrictions discussed in 
paragraph (a)(3) o f  this section. By requiring 
interested parties, trustees, and other 
signato ries to the trust instrum ent to include 
c nm un ica tio n s provisions, these regulations 
com pel the signatories d iligen tly  to safeguard 
against inadverten t d isc losures o f  precluded 
inform ation to the interested parties.

(ii) T ruly independent fiduciaries. As 
discussed in paragraph (a)(2) o f  this section, 
the fiduciaries in charge o f  adm inistering  and 
m anaging the assets o f  a qualified trust must be 
actually and apparen tly independent o f  the 
parties w ho hold beneficial interests in the 
trust, and o f  the ir representatives. To ensure 
such independence, § 2634.406 o f  this subpart 
lim its the range o f  perm issib le fiduciaries. 
Before a trust may be c lassified as a qualified 
blind o r d iversified  trust, the D irector o f  the 
O ffice o f  G overnm ent E thics must conclude, in
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his judgm ent, that the trust fiduciaries named in 
the trust instrum ent satisfy the standards for 
independence con ta ined  in § 2634.406 o f  this 
suboart.

(iii) C ertification by the O ffice o f  Governm ent 
E thics. Before a trust m ay be classified as a 
qualified  b lind o r d iversified  trust, the D irector 
o f  the O ffice o f  G overnm ent E thics must 
certify, in accordance w ith the standards and 
procedures estab lished in § 2634.405 o f  this 
subpart, that the trust m eets the requirem ents of 
section 102(0 o f  the Act and o f  this subpart, 
that certification is in the public interest, and 
that certification is consisten t w ith the policies 
estab lished by these p rov isions and by o ther 
applicable law s and regulations. This 
certification is essentia l so that the O ffice can 
ensure, in advance that the proposed trust 
arrangem ent sa tisfies the estab lished standards.

(2) Certification  o f  pre-existing trusts. 
Normally, those trusts certified  as qualified 
trusts by the D irecto r o f  the O ffice of 
G overnm ent E thics under § 2634.405 o f  this 
subpart are new ly created  trust arrangements, 
formulated in accordance w ith established 
standards by represen ta tives o f  the interested 
parties in consulta tion w ith the O ffice of 
G overnm ent Ethics. However, the D irector 
may certify  a pre-existing trust as a qualified 
blind o r qualified  d iversified  trust under § 
2634.403 (blind) o r § 2634.404 (diversified) if 
he determ ines that such action is appropriate 
and is suffic ien t to ensure com pliance with 
applicab le law s and regulations. The 
pre-existing trust p roposed fo r certification 
must m eet both the generally  applicab le trust 
requirem ents, and several special requirem ents 
contained in § 2634.405(c) o f  this subpart, 
including that all o f  the parties to the original 
trust agree to  adm inister the trust in accordance 
w ith the requirem ents o f  this subpart. The 
pre-existing trust may be certified only i f  all of 
the cond itions o f  this subpart are fulfilled, and 
if  the requisite confiden tia lly  can be assured 
w ith respect to the trust.

(3) Reporting requirem ents. Once a trust is

classified as a qualified blind o r qualified 
d iversified trust in the m anner discussed under 
paragraph (cXO o f  this section, § 2634.310(b) 
applies less inclusive financial d isclosure 
requ irem ents to the trust assets.

(4) Sanctions and enforcem ent. Section 
2634.702 provides civil sanctions which apply 
to  any Governm ent official o r trust fiduciary 
w ho violates his ob ligations under the Act, its 
im plem enting regulations, o r the trust 
instrument. In addition, the O ffice of 
G overnm ent E thics has authority under the Act 
to  impose appropriate adm inistrative or o ther 
sanctions. Subpart E o f  this part delineates the 
p rocedure w hich must be followed w ith respect 
to  the revocation o f  tm st certificates and trustee 
approvals.

(d) D rafting and implem entation o f  the qualified
trust instrument.

(1) The overv iew  o f  the qualified trust program  
contained in this section cannot anticipate 
every concern or question, o r discuss every 
scenario  which m ight arise in the course of 
form ulating and im plem enting a qualified trust 
instrument. The O ffice o f  Governm ent Ethics 
should be contacted  by an interested party or 
by his professional represen tatives i f  the Act, 
the im plem enting regulations, and the trust 
instrum ent itse lf do not provide guidance in a 
particu lar instance.

(2) No trust will be considered "qualified” for 
purposes o f  the Act until the O ffice ol 
Governm ent E thics certifies the trust prior to 
execution. The O ffice o f  Governm ent E thics 
makes availab le to a tto rneys model trust 
ag reem ents for use in d rafting  proposed trust 
ag reem ents w hich are to be subm itted to the 
O ffice for certification. A ttorneys are 
cau tioned to consider each model provision in 
light o f  the c ircum stances presented by the 
particu lar case, and to modify provisions to the 
ex ten t that such m odifications are necessary or 
appropriate. A ttorneys should not rely 
uncritically  upon the language o f  the model 
agreem ents. However, many o f  the model
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provisions im plem ent the m inim um  
requirem ents w hich must be contained in any
trust instrum ent certified by the O ffice. Current through M arch 23,2006; 71 FR 14656
Certificates o f  Independence for fiduciaries 
m ust be executed in the form  indicated in 
appendix A o f  this part.

(3) The O ffice o f  G overnm ent E thics does not 
draft trust instrum ents for use in individual 
cases. However, its s ta f f is a lw ays w illing to
cooperate w ith atto rneys and to  make its Copr. O  2006 Thomson/W est
experience availab le to  them  in developing 
appropriate trust instrum ents which satisfy
applicab le Federal laws, Executive orders and END OF D O CUM ENT
regulations. If the use o f  a qualified trust is
contem plated in a particu lar case, it is strongly
recom m ended that the interested parties >>r their
represen tatives contact the O ffice o f
G overnm ent E thics as early as possible.

(4) Prior to trust certification, prospective 
trustees o r their rep resen tatives should schedule 
w ith the s ta ff o f  the O ffice o f  Government 
E thics an appoin tm ent for an orien tation to the 
specialized requirem ents and procedures which 
have been estab lished by the Act and the 
regulations w ith respect to qualified trust 
adm inistration.
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SOURCE: 45 FR 69777, Oct. 21. 1980; 54 FR 
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7, 1992; 61 FR 32635, June 25, 1996; 64 FR 
47096, Aug. 30, 1999, unless o therw ise noted.

AUTHORITY : 5 U.S.C. App. (Ethics in
G overnm ent Act o f  1978); 26 U.S.C. 1043; Pub.L. 
101-410, 104 Stat. 890. 28 U.S.C. 2461 note 
(Federal C ivil Penalties Inflation Adjustm ent Act of 
1990), as am ended by Sec. 31001, Pub.L. 104-134, 
110 Stat. 1321 (Debt Collection Im provem ent Act 
o f  1996); E.O. 12674, 54 FR 15159; 3 CFR, 1989 
Comp., p. 215, as modified by E.O. 12731, 55 FR 
42547: 3 CFR, 1990 Comp., p. 306.

5 C. F. R. § 2634.401, 5 CFR § 2634.401
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E x e c u t i v e  C o m m i s s i o n  o n  E t h i c a l  S t a n d a r d s

Blind T ru s ts

Pursuant to Executive Order Na_10, blind trusts may be utilized by a public officer or 
public employee or his or her spouse or dependent children for certain categories o f 
assets. Blind trusts must be approved by the Executive Commission on Ethical Standards 
and shall contain the following characteristics:

a. The trust shall not contain investments or assets in which the holder's ownership 
right or interest is required to the recorded in a public office or those assets whose 
permanency makes transfer by the trustee improbable or impractical; these 
investments or assets would include, but not be limited to, businesses, real estate, 
security interests in personal property and mortgages;

b. The trust shall contain a clear statement o f its purpose, namely, to remove from the 
grantor control and knowledge o f investment of trust assets so that conflicts between 
grantor's responsibilities and duties as a public officer or employee o f the State of 
New Jersey and his or her private business or financial interests will be eliminated;

c. The trust shall be irrevocable, and shall be terminated only upon the death of the 
public officer or employee or upon termination of his or her status as a public officer 
or employee, whichever shall first occur;

d. The trustee shall be directed not to disclose to the grantor any information about any 
of the assets in the trust;

e. The trustee shall be required either to:

i. prepare and file grantor's person'1! income tax returns, withholding from 
distribution o f the trust's net income amounts sufficient to pay the grantor's tax; 
and further to participate in the audit of the grantor's returns during the period 
o f the trust with authority to compromise the grantor's tax liability; or

ii. submit to the grantor, for income tax purposes, a certification of income paid 
w ithout identifying the assets producing such income;

f. Among its other powers, the trustee shall have authority to determine whether any of 
the assets originally transferred to the trustee are to be sold and, if so, when;

g. a provision shall be included in the trust agreement prohibiting the trustee from 
investing the trust property in corporations or businesses which it knows to a 
significant amount o f business with the State of New Jersey or from knowingly
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making any investment in a corporation, business or venture over which the grantor 
has regulatory or supervisory authority by virtue of his or her official position;

h. The grantor shall retain no control over the trustee nor sha'I he or she be permitted 
to make any recommendations or suggestions as to the trust property;

i. The trustee shall be a commercial trustee and not a natural person;

j. The principal benefit to be retained by the grantor shall be the right to receive income 
from the assets transferred to the trust;

k. The trust shall not become effective until submitted and approved by the Executive 
Commission on Ethical Standards; and

1. The trust agreement shall provide that the trustee will give the Executive 
Commission on Ethical Standards access to any records or information related 
to the trust which is necessary for the performance of the Commission's duties.

2. A copy of the executed blind trust agreement shall be filed with the Executive 
Commission on Ethical Standards and with the head o f the department in 
which the State officer or employee holds his or her position. Attached to such 
copy shall be a brief statement outlining the business or financial interests from 
which the State officer or employee seeks to remove himself or herself and the 
actual or potential conflicts o f interest, or appearance o f such conflicts, which 
he or she seeks to avoid by use o f the trust agreement.
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Form PFS - Instruction Guide

PART 9. TRUST INCOM E

Complete this section if  any income was received as a beneficiary o f a trust, other than a blind trust, 
the definition o f which is included in the PART IOA of instructions. Identify the trust by name and 
indicate the category o f the amount received. If  the requested information is not applicable, check 
the “NOT APPLICABLE” box.

Each numbered item in these instructions corresponds to the same numbered item on the form.

1. Source: Provide the name o f the trust.

2. Beneficiary: Check the appropriate box indicating whether you, your spouse, or a dependent 
child is the beneficiary of the trust.

3. Income: Check the appropriate monetary category to indicate the amount o f income received by 
the beneficiary.

4. Assets from which over $500 was Received: Identify each asset o f the trust from which more 
than $500 in income was received, i f  you know the identity o f  the asset.

PART 10A. BLIND TRUSTS

This section is for reporting each blind trust that is defined in section 572.023(c) o f the Government 
Code in which you, your spouse, or a dependent child is a beneficiary. If the requested information 
is not applicable, check the “NOT APPLICABLE” box.

Section 572.023(c) of the Government Code. A blind trust is defined as a trust as to which the 
trustee:

(A) is a disinterested party;

(B) is not the individual;

(C) is not required to register as a lobbyist under Chapter 305 [of the Government Code];

(D) is not a public officer or public employee;

tE) was not appointed to public office by the individual or by a public officer or public 
employee the individual supervises; and

[(F)] has complete discretion to manage the trust, including the power to dispose o f and 
acquire trust assets without consulting or notifying the individual.

You must submit a statement signed by the trustee o f each trust listed on this section. See Part 10B 
for additional information.
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Form PFS - Instruction Guide

Each numbered item in these instructions corresponds to the same numbered item on the form

1. Name of Trust: Provide the name o f the trust.

2. Trustee: Provide the name and address of the trustee.

3. Beneficiary: Check the appropriate box indicating whether you, your spouse, or a dependent 
child is the beneficiary of the trust.

4. Fair Market Value: Check the appropriate monetary category to indicate the fair market value 
o f  the trust.

5. Date Created: Report the date the trust was created.

PART 10B. TRU STEE  STA TEM EN T

You must submit with your personal financial statement a statement signed by the trustee o f  each 
blind trust listed on Part 10A. If the requested information is not applicable, check the “NOT 
APPLICABLE" box.

Each numbered fern in these instructions corresponds to the same numbered item on the form.

1. Name of Trust: Provide the name of the trust.

2. Trustee Name: Provide the name o f the trustee.

3. Filer on Whose Behalf Statement is Being Filed: Provide the name o f the person on whose 
behalf the trustee statement is being tiled.

4. Trustee Statement: Signature o f the trustee.

Texas Kthics Commission Page 14 Revised 11/29/2005



AN ORDINANCE REGARDING ETHICS AND CONFLICTS OF INTEREST

EN G RO SSED  VERSION (AS ADOPTED 11 AUGUST 2003)

NOW THEREFORE BE IT ORDAINED BY THE BOARD OF ALDERMEN 

OF THE CITY OF WATERBURY,

That Title III of the Code of Ordinances shall be amended by establishing

Chapter 40 entitled “Ethics and Conflicts of Interest", as follows:

CHAPTER 40: ETHICS AND CONFLICTS OF INTEREST

Ethics in Public Affairs......................................................................................................... 1
General Provisions.......................................................................................................... 1
§40.01 Title................................................................................................................. 1
§40.02 Statement of Policy...................................................................................... 1
§40.03 Application......................................................................................................1
§40.04 Definitions.......................................................................................................1
§40.05-§40.09 Reserved for Future Use....................................................................3

Standards of Conduct.....................................................................................................4
§40.10 Generally........................................................................................................4
§40.11 Official Conduct............................................................................................. 4
§40.12 Restrictions on Employment of Present and Former Employees...............4
§40.13 Use of Confidential Information...................................................................6
§40.14 Paid Consultants of the City........................................................................ 6
§40.15-§40.29 Reserved for Future Use....................................................................7

Prohibited Practices........................................................................................................7
§40.30 Gifts and Favors.......................................................................................... 7
§40.31 Exceptions..................................................................................................... 7
§40.32 Gratuities and Kickbacks.............................................................................. 8
§40.33 Use of City Resources................................................................................ 9
§40.34 Relating to Business with the City................................................................ 9
§40.36 Appearance and Intervention on Behalf of Others.......................................9
§40.37 Prohibition Against Contingent Fees; Exception for Retention of Counsel

in Accordance with the Rules of Professional Responsibility of the
Connecticut Bar Association..................................................................... 10

§40.38 Criminal Conduct. State Sanctions............................................................11
§40.39 Public Official, Employee or Member of a Board or Commission Conflict

of Interest in City Procurements................................................................11
§40.40-§40.49 Reserved for Future Use....................... .........................................12

Disclosure Requirements..............................................................................................12
§40.50 Disclosure of Financial Interest.................................................................. 12
§40.51 Contents of Statements of Financial Interest Disclosure...........................13
§40.52 Disclosure Requirements Pertaining to City Procurements.......................14
§40.53 Amendments...............................................................................................14
§40.54 Failure to File..............................................................................................15
§40.55 Extensions.................................................................................................. 15
§40.56 Financial Disclosure Statement: Notice..................................................... 15



AN ORDINANCE REGARDING ETHICS AND CONFLICTS OF INTEREST

ENGROSSED VERSION (AS ADOPTED 11 AUGUS1 2003)

Ethics in Public Affairs
General Provisions

§40.01 Title.
This chapter shall be known and referred to as the “Ethics and Conflict of 

Interest Code for the City of Waterbury”.

§40.02 Statement of Policy.
Public employment is a public trust. It is the policy of the City to promote 

balancing the objectives of protecting governmental integrity and facilitating the 
recruitment and retention of personnel needed by the City. Such policy is 
implemented by prescribing essential standards of ethical conduct without 
creating unnecessary obstacles to entering public service.

Furthermore, Employees must discharge their duties impartially so as to 
assure fair competitive access to governmental procurement by responsible 
contractors. Moreover, they should conduct themseives in such a manner as to 
fosier public confidence in the integrity of the City’s procurement organization.

Finally, in order to achieve the purposes of this Chapter, it is esseniial that 
those doing business with the City also ooserve the ethical standards prescribed 
herein.

§40.03 Application.
These sections shall be applied to and be binding on every Public Official 

and Employee of the City, as defined in this Chapter and Persons conducting 
business with the City.

§40.04 Definitions.
(A) Blind Trust means an independently managed trust in which the 

Employee-beneficiary has no management rights and in which the Employee- 
beneficiary is not given notice of alterations in, or other dispositions of, the 
property s bject to the trust.

(B) Board means the Board of Ethics as established in §6B-3 of the 
Charter of the City.

(C) Business means any entity through which business for profit or not 
for piofit is conducted including a corporation, partnership, proprietorship, firm 
enterprise, franchise, association, organization, or self-employed individual.

(D) Confidential Information means any information which is available 
to a Public Official, Employee or Member of a Board or Commission only because 
of their status as such Public Official, Employee or Member of a Board or 
Commission and is not a matter of public knowledge or available to the public on 
request, in accordance with the provisions of the General Statutes.



AN ORDINANCE REGARDING ETHICS AND CONFLICTS OF INTEREST

§40.38 Criminal Conduct. State Sanctions.
To the extent that violations of the provisions of this Chapter constitute 

violations of the criminal laws of the State, the Board of Ethics shall refc. the 
matter to the State’s Attorney for the Judicial District of Waterbury. Any criminal 
sanctions shall be in addition to the civil remedies set forth in this Chapter.

§40.39 Public Official, Employee or Member of a Board or Commission 
Conflict of Interest in City Procurements.

(A) Conflict o f Interest. If shall be a violation of the provisions of the 
Charter of the City and this Chapter for any Public Official, Employee or Member 
of a Board or Commission to participate directly or indirectly in the City 
procurement, set forth in Chapter 38 of the Code, when the Public Official, 
Employee or Member of a Board or Commission knows that:

(1) the Public Official, Employee or Member of a Board or 
Commission or any member of the Public Official’s, Employee’s or 
Member of a Board or Commission’s Immediate Family has a Financial 
Interest pertaining to the procurement;

(2) a Business in which the Public Official, Employee or Member
of a Board or Commission, or any member of the Public Official’s,
Employee’s or Member of a Board or Commission’s Immediate Family, 
has 3 Financial Interest pertaining to the procurement; or

(3) any other Person or Business with whom the Public Official,
Employee or Member of a Board or Commission or any member of the
Public Official's, Employee’s or Member of a Board or Commission's 
Immediate Family is negotiating or has an arrangement concerning 
prospective employment is involved in the procurement.

[3) Financial Interest in a Blind Trust. Where a Public Official, 
Employee or Member of a Board or Commission or any member of the Public 
Official’s, Employee’s or Member of a Board or Commission’s immediate Family 
holds a Financial Interest in a Blind Trust, the Public Official, Employee or 
Member of a Board or Commission shali not be deemed to have a conflict of 
interest with regard to matters pertaining to that Financial Intt est, provided that 
disclosure of the existence of the Blind Trust has been made to the Board of 
Ethics.

(C) Discovery of Actual or Potential Conflict o f Interest, 
Disqualification, and Waiver. Upon discovery of an actual or potential conflict 
of interest, a Public Official, Employee or Member of a Board or Commission 
shall promptly file a written statement of disqualification and shall withdraw from 
further participation in the transaction involved. The Public Official, Employee or 
Member of a Board or Commission may, at the same time, apply to the Board of 
Ethics for an advisory opinion as to what further participation, if any, he may have 
in the transaction.

11
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MD ADC 19A.06.02.04 Page

CODE OF MARYLAND REGULATIONS 
T^TLE 19A STATE ETHICS COMMISSION 

SUBTITLE 06 BLIND TRUSTS 
CHAPTER 02 CRITERIA FOR CERTIFICATION AND EXCEPTION

C o m p le te  t h r o u g h  M a ry la n d  R e a i s t e r  V o l .  33 ,  I s s u e  3, d a t e d  F e b .  3, 2006

.0 4  F e a t u r e s  o f  t h e  T r u s t .

A. To b e  c e r t i f i e d  a s  a b l i n d  t r u s t  p u r s u a n t  t o  t h i s  s u b t i t l e ,  a  t r u s t  s h a l l  b e  
e s t a b l i s h e d  b y  a  t r u 3 t  i n s t r u m e n t  c o n t a i n i n g  t h e  p r o v i s i o n s  i n  S e c .  B --H  o f  t h i s  
r e g u l a t i o n .

B. The t r u s t e e  s h a l l  h a v e  a b s o l u t e  d i s c r e t i o n  a n d  a u t h o r i t y  t o  m anage an d  
c o n t r o l  t h e  t r u s t  a s s e t s ,  i n c l u d i n g  t h e  a u t h o r i t y  t o  p u r c h a s e  a n d  s e l l  t r u s t  
h o l d i n g s .

C. An i n t e r e s t e d  p a r t y  may n o t  h a v e  t h e  a b i l i t y  t o  l e a r n  o f  t h e  a s s e t s  o f  t h e  
t r u o t  o r  t h e  a c t i o n s  o f  t h e  t r u s t e e ,  a n d  may n o t  r e c e i v e  r e p o r t s  on  t h e  a s s e t s  o r  
in c o m e e x c e p t  t h o s e  n e c e s s a r y  ( w i t h o u t  i d e n t i f y i n g  a n y  p a r t i c u l a r  a s s e t  o r  
h o l d i n g )  f o r  f i l i n g  p e r s o n a l  incom e t a x  r e t u r n s .

D. Tax r e t u i  s  o f  t h e  t r u s t  s h a l l  be  p r e p a r e d  a n d  f i l e d  b y  t h e  t r u s t e e  a n d  may 
n o t  b e  a v a l ,  b l e  t o  a n y  i n t e r e s t e d  p a r t y .

E. T h e r e  may n o t  b e  d i r e c t  o r  i n d i r e c t  c o m m u n ic a t io n  b e t w e e n  t h e  t r u s t e e  a n d  a n y  
i n t e r e s t e d  p a r t y  e x c e p t  d i r e c t i o n s  r e g a r d i n g  t h e  d i s p o s i t i o n  o f  in c o m e o r  g e n e r a l  
d e c i s i o n s  r e g a r d i n g  t h e  a p p r o a c h  o f  t h e  t r u s t  a s  a s h o r t - t e r m  in c o m e o r  l o n g - t e r m  
g r o w t h  a p p r o a c h .  Any p e r m i t t e d  c o m m u n ic a t i o n s  s h a l l  b e  i n  w r i t i n g ,  w i t h  c o p i e s  
p r o v i d e d  t o  t h e  C o m m iss io n .

F .  An i n t e r e s t e d  p a r t y  may n o t  s e e k  t o  o b t a i n  i n f o r m a t i o n  r e g a r d i n g  t h ,  t r u s t  o r  
i t s  a s s e t s .

G. S e c u r i t i e s  may n o t  be  p u r c h a s e d  t h a t  w o u ld  r e s u l t  i n  t h e  h o l d i n g s  i n  a n y
e n t i t y  e x c e e d i n g  20 p e r c e n t  o f  t h e  t o t a l  t r u s t  a s s e t s ,  o r  a n y  i n d u s t r y  o r  e c o n o m ic
s e c t o r  e x c e e d i n g  30 p e r c e r . r  o f  t h e  t o t a l  t r u s t  a s s e t s ,  e x c e p t  when t h e  p a r t i c u l a r
h o l d i n g s  p r e s e n t  no  c o n f l i c t  o f  i n t e r e s t  u n d e r  S t a t e  G o v ern m e n t  A r t i c l e ,  T i t l e  15 ,
A n n o t a t e d  Code o f  M a r y la n d .

H. The t r u s t  i n s t r u m e n t  s h a l l  p r o v i d e  f o r  t e r m i n a t i o n  o f  t h e  t r u s t  a t  t h e  
e a r l i e s t  c f  t h e  f o l l o w i n g :

(1) On A p r i l  3 0 ,  1 9 91 ,  f o r  t r u s t s  e s t a b l i s h e d  b e f o r e  t h a t  d a t e ,  i f  l e g i s l a t i o n  
h a s  n o t  b e e n  e n a c t e d  r e g a r d i n g  d i s c l o s u r e  o f  t r u s t  a s s e t s ;
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(2) Upon t e r m i n a t i o n  o f  t h e  o f f i c i a l ' s  o r  e m p l o y e e ' s  S t a t e  s e r v i c e ;

(3)  I n  c a s e  o f  t h e  o f f i c i a l ' s  o r  e m p l o y e e ' s  d e a t h  o r  i n c o m p e t e n c e ;

(4) Upon r e v o c a t i o n  o f  t r u s t  c e r t i f i c a t i o n  b y  t h e  C o m m iss io n  p u r s u a n t  t o  COMAR 
1 9 A . 0 6 . 0 3 . 0 4 ;  o r

(5)  F o r  c a u s e  a t  t h e  r e q u e s t  o f  t h e  o f f i c i a l  o r  e m p lo y e e  a n d  w i t h  t h e  p r i o r  
a p p r o v a l  o f  t h e  C o m m iss io n .
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CODE OP MARYLAND REGULATIONS 
TITLE 19A STATE ETHICS COMMISSION 

SUBTITLE 06 BLIND TRUSTS 
CHAPTER 01 GENERAL PROVISIONS

CompJ >te t h r o u g h  M a ry la n d  R e g i s t e r  V o l .  33 ,  I s s u e  3, d a t e d  F e b .  3, 2006

.0 1  P u r p o s e  a n d  S c o p e .

A. S t a t e  G o v e rn m e n t  A r t i c l e ,  S i s  5 0 1 ,  A n n o t a t e d  Code o f  M a r y la n d ,  e s t a b l i s h e s  
n o r p a r t i c i p a t i o n  r e q u i r e m e n t s  f o r  e m p lo y e e s  a n d  o f f i c i a l s  o f  t h e  S t a t e  when t h e  
o f f i c i a l  m a t t e r  i s  o n e  i n  w h ic h  t h e y  h a v e  a n  i n t e r e s t  o r  w h ic h  i n v o l v e s  a s  a  p a r t y  
a  b u s i n e s s  e n t i t y  w i t h  w h ic h  t h e y  h a v e  c e r t a i n  e c o n o m ic  r e l a t i o n s h i p s .  S t a t e  
G o v e rn m e n t  A r t i c l e ,  § 1 5 - 5 0 2 ,  p r o h i b i t s  t h e s e  o f i i c i a l s  a n d  e m p lo y e e s  f ro m  h a v i n g  a  
f i n a n c i a l  i n t e r e s t  n a n  e n t i t y  t h a t  i s  s u b j e t ‘ t o  t h e i r  a u t h o r i t y  o r  t h a t  o f  an  
a g e n c y  w i t h  w h ic h  t h e y  a t e  a f f i l i a t e d  o r  t h a t  h a s  o r  i s  n e g o t i a t i n g  a  c o n t r a c t  
w i t h  t h e  a g e n c y .  E x c e p t i o n  f ro m  t h e  p r o h i b i t i o n s  o f  S t a t e  G o v ern m e n t  A r t i c l e ,  
1 5 -5 0 1  a n d  1 5 - 5 0 2 ,  A n n o t a t e d  Code o f  M a r y la n d ,  i s  p r o v i d e d  f o r  p e r s o n s  u n d e r  t h e  
a u t h o r i t y  o f  t h e  S t a t e  E t h i c s  C o m m iss io n  p u r s u a n t  t o  r e g u l a t i o n s  o f  t h e  C om m iss ion  
w h e r e  i t  d e t e r m i n e s  t h a t  t h e r e  i s  no  c o n f l i c t  o r  a p p e a r a n c e  o f  c o n f l i c t ,  a n d  w h ere  
t h e  e x c e p t i o n  w o u ld  n o t  be  i n c o n s i s t e n t  w i t h  t h e  p u r p o s e s  o f  t h e  Law.

B. The p u r p o s e  o f  t h i s  s u b t i t l e  i s  t o  d e f i n e  t h e  c i r c u m s t a n c e s  u n d e r  w h ic h  a 
c e r t i f i e d  b l i n d  t r u s t  o r  a n  e x c e p t e d  b l i n d  t r u s t  w o u ld  b e  v ie w e d  b y  t h e  C om m iss ion  
a s  m e e t i n g  t h e  s t a t u t o r y  c r i t e r i a  f o r  e x c e p t i o n  f ro m  t h e s e  c o n f l i c t  o f  i n t e r e s t  
p r o v i s i o n s .  An u n d e r l y i n g  c o n c e p t  i s  t h a t ,  i n  s i t u a t i o n s  w h e re  a  t r u s t  i s  c r e a t e d  
by  a n  i n d e p e n d e n t  t h i r d  p a r t y  o r  t h e r e  a r e  d i v e r s i f i e d  h o l d i n g *  i n  a  t r u s t  c r e a t e d  
b y  a  g o v e r n m e n t  o f f i c i a l  o r  e m p lo y e e  a n d  w h e re  t h e  o f f i c i a l  o r  e m p lo y e e  d o e a  n o t  
know t h e  i d e n t i t y  o f  t h e  f i n a n c i a l  i n t e r e s t s  a n d  d o e s  n o t  c o n t i o l  t h e s e  i n t e r e s t s ,  
t h e n  h i s  o r  h e r  o f f i c i a l  a c t i o n s  w o u ld  n o t  be  i n f l u e n c e d  o r  a p p e a r  t o  be  
i n f l u e n c e d  b y  p r i v a t e  i n t e r e s t s .  T h u s ,  t h e  g e n e r a l  p u b l i c  p o l i c y  g o a l  t o  be  
a c h i e v e d  t h r o u g h  r e l i a n c e  on  a  b l i n d  t r u s t  i s  a n  a c t u a l  " b l i n d n e s s "  o r  l a c k  o f  
k n o w le d g e  o r  c o n t r o l  b y  t h e  o f f i c i a l  o r  e m p lo y e e  w i t h  r e s p e c t  t o  t h e  i n t e r e s t s  
h e l d  i n  t r u s t .

< G e n e r a l  M a t e r i a l s  (GM) - R e f e r e n c e s ,  A n n o t a t i o n s ,  o r  T a b l e s >
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CODE OP MARYLANT REGULATIONS 
TITLE I9A  STATE ETHICS COMMISSION 

SUBTITLE 06 BLIND TRUSTS 
CHAPTER 02 CRITERIA POR CERTIFICATION AND EXCEPTION

C o m p le t e  t h r o u g h  M a ry la n d  R e g i s t e r  V o l .  33 ,  I s s u e  3 ,  d a t e d  F eb .  3, 2006

.0 1  S i b s t a n t i v e  R e q u i r e m e n t s  f o r  C e r t i f i c a t i o n .

A. A t r u s t  t h a t  c o m p l i e s  w i t h  t h e  a p p r o p r i a t e  p r o c e d u r a l  r e q u i r e m e n t s  o f  COMAR 
1 9 A .0 6 . 0 3 ,  an d  t h a t  m e e t s  t h e  s u b s t a n t i v e  r e q u i r e m e n t s  s e t  f o r t h  i n  R e g u l a t i o n s  
. 0 - 0 4  o f  t h i s  c h a p t e r ,  may b e  c e r t i f i e d  by  t h e  C o m m iss io n  a s  a  b l i n d  t r u s t  f o r  
p u r p o s e s  o f  COMAR 1 9 A .0 6 . 0 1 . 0 3 .

B A b l i n d  t r u s t  a r r a n g e m e n t  by  a n  o f f i c i a l  o r  e m p lo y e e  w i l l  b e  c o n s i d e r e d  f o r  
c e  t i f i c a t i o n  o n l y  i f  i n  c o n n e c t i o n  w i t h  t h e  s u b m i s s i o n  t h e  o f f i c i a l  o r  e m p lo y e e  
c e r t i f i e s  t h a t :

(1 )  A l l  o f  t h e  o f f i c i a l ' s  o r  e m p l o y e e ' s  h o l d i n g s  a t  t h e  t im e  t h e  t r u s t  i s  
e s t a b l i s h e d  w i l l  be  s u b j e c t  t o  t h e  t r u s t  u n l e s s  o t h e r w i s e  s p e c i f i c a l l y  a p p r o v e d  b y  
t h e  C o m m iss io n ;  a n d

(2) No new h o l d i n g s  w i l l  b e  p u r c h a s e d  d i r e c t l y  by t h e  o f f i c i a l  o r  e m p lo y e e  
e x c e p t  a s  e x p r e s s l y  a p p r o v e d  b y  t h e  C o m m iss io n .

< G e n e r a l  M a t e r i a l s  (GM) - R e f e r e n c e s ,  A n n o t a t i o n s ,  o r  T a b l e s >

MD ADC 1 9A. 0 6 . 0 2 . 0 1  
END OF DOCUMENT
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CODE OF MARYLAND REGULATIONS 
TITLE 19A STATE ETHICS COMMISSION 

SUBTITLE 06 BLIND TRUSTS 
CHAPTER 02 CRITERIA FOR CERTIFICATION AND EXCEPTION

C o m p le te  t h r o u g h  M a ry la n d  R e g i s t e r  V o l .  33 ,  I s s u e  3 ,  d a t e d  F eb .  3 ,  2006

.0 2  N a t u r e  o f  A s s e t s .

A. A t r u s t  s h a l l  be  c e r t i f i e d  o n l y  i f  t h e  h o l d i n g s  t r a n s f e r r e d  t o  i t  b y  t h e  
o f f i c i a l  o r  e m p lo y e e  m e e t  t h e  r e q u i r e m e n t s  o f  S e c .  B o f  t h i s  r e g u l a t i o n .

B. A t r u s t  s h a l l  b e :

(1) W ell  d i v e r s i f i e d .

l a )  I n  e v a l u a t i n g  t h e  d i v e r s i f i c a t i o n  o f  a  p o r t f o l i o  t h e  C o m m iss io n  s h a l l  
c o n s i d e r  w h e t h e r  t h e  a s s e t s  a r e  s u f f i c i e n t l y  d i v e r s i f i e d  t o  s u p p o r t  a  c o n c l u s i o n  
o f  b l i n d n e s s  an d  l a c k  o f  a p p e a r a n c e  o f  c o n f l i c t .

(b) I n  m a k in g  t h e  d e t e r m i n a t i o n  t h e  C o m m iss io n  s h a l l  c o n s i d e r  t h e :

( i )  Number o f  h o l d i n g s ;

( i i )  S h a r e  o f  t h e  p o r t f o l i o  i n  a n y  p a r t i c u l a r  h o l d i n g  o r  i n d u s t r y

( i i i )  V a lu e  o f  e a c h  h o l d i n g ;  a n d

( i v )  P e r c e n t a g e  o f  o w n e r s h i p  i n  t h e  e n t i t y  t h e  o f f i c i a l ' s  o r  e m p l o y e e ' s  h o l d i n g  
r e p r e s e n t s .

(c )  The C om m iss ion  may n o t  a p p r o v e  a  p o r t f o l i o  f o r  e s t a b l i s h m e n t  o f  a  b l i n d  
t r u s t  whose a s s e t s  e x c e e d  $ 3 5 0 , 0 0 0 ,  when m ore t h a n  20 p e r c e n t  o f  t h e  t r u s t  v a l u e  
i s  h e l d  i n  a  s i n g l e  s e c u r i t y ,  o r  m ore  t h a n  30 p e r c e n t  i s  h e l d  i n  a  s i n g l e  i n d u s t r y  
o r  e c o n o m ic  s e c t o r ,  u n l e s s  t h e s e  p a r t i c u l a r  h o l d i n g s  p r e s e n t  no  c o n f l i c t  o f  
i n t e r e s t  when t h e  t r u s t  i s  c r e a t e d  The C o m m iss io n  may c o n s i d e r  a  l e s s e r  d e g r e e  o f  
d i v e r s i f i c a t i o n  when s m a l l e r  t r u s t s  make t h e s e  p e r c e n t a g e s  i m p r a c t i c a l  a n d  when 
t h e  t o t a l  c i r c u m s t a n c e s  w a r r a n t  a  f i n d i n g  o f  d i v e r s i f i c a t i o n .

(2) R e a d i l y  m a r k e t a b l e .  I n  e v a l u a t i n g  t h e  m a r k e t a b i l i t y  o f  h o l d i n g s  -h e  
C o m m iss io n  s h a l l  c o n s i d e r  t h e  p r e s e n c e  o f  a  m a r k e t  f o r  t h e  h o l d i n g s ,  i n c l u d i n g  
w h e t h e r :

(a)  T h e y  a r e  t r a d e d  on  a  p u b l i c  e x c h a n g e ;

(b) The p r i c e s  a r e  q u o t e d  i n  p a p e r s  o f  g e n e r a l  c i r c u l a t i o n ;
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(c) The quantity of the holdings does not limit the possibility of sale; and

(d) The records of the holding for the entity show a ready market for the 

securities.

(3) Not a holding in rn entity where the official or employee has as his 

primary State function regulatory or procurement duties relating to the entity, 

unless, due to the size of the holdings and the nature of the official’s or 

employee's duties, a conflict of interest or appearance of conflict is unlikely.

(4) Free of any restriction or encumbrance that would interfere with the 

trustee's ability to manage and control them as required by Regulation .04 of this 

chapter.

<General Materials (GM) - References, Annotations, or Tables>
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Merriam-Webster On Line
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PREMIUM SERVICES
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Britannica.com 
Multi-User Licenses

DOWNLOADS 4
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Merriam-Wehsterlnc.
C o m p an y  In fo rm a t io n

M e r r ia m - W e b s te r  O n lin e  D ic t io n a ry

m n m a m

blind trust
O n e  e n try  fo u n d  fo r  blind trust.

Merriam-Webste 
(• Dictionary 
r  Thesauru;

M a in  E n try : blind trust
F u n c tio n : noun
: an  a r ra n g e m e n t in  w h ic h  th e  f in a n c ia l h o ld in g s  o f  a p e rso n  
in  an  in f lu e n tia l  p o s itio n  (a s  a  g o v e rn m e n t o f f ic ia l)  a re  
p la c e d  in  th e  c o n tro l o f  a f id u c ia ry  in  o rd e r  to  a v o id  a 
p o s s ib le  c o n f l ic t  o f  in te re s t

F o r M o re  In fo rm a t io n  o n  " b l in d  t r u s t "  g o  to  B r i ta n n ic a .c o m  
G e t th e  T o p  10 S e a r c h  R e s u l t s  fo r  " b l i n d  t r u s t "

P ro n u n c ia tio n  S y m b o ls

B ro w s e  b y  l e t te r
A B C D E F G H I
N O P Q R S T U V

B ro w s e  w o r d s  n> 
b l in d  t r u s t

liriLil

(blind trust
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(i)Investopedia
^ 2 2 3 ^ 2 2 2 2 5 4  Articles

Acronyms | Bo.ds | Buzz Words | FOREX | Mutual Funds | Options 4 Futures | Retirement | Stocks | Taxes | Tech Anal

T u t o r i a l s  .E x a m  P r o p  S t o c k  I d e a s  S im u l a t o r  R e s e a r c h

Dictionary
Term of the Day

M Ml I _______
Tutorials 

Ask Us
Message Boards 

Exam Prep 

Investing Game 

Tools
Stock Ideas

N e w s le t t e r s ______
Corporate*

S e a r c h  (keyword”  G o | Q u o t e s

B lin d  T r u s t
A tru s t in w hich the  e x e c u to r s  h a v e  full 
d isc re tio n  o v e r th e  a s s e ts ,  a n d  the  tru s t 
b en e f ic ia r ie s  h a v e  no know ledg e  of th e  
ho ld ing s o f th e  trust.

Blind trusts are generally used when a trustor 
wishes to keep the beneficiary unaware of 
the specific assets in the trust, such as to 
avoid conflict of interest between the 
beneficiary and the investments.

Related Terms

Beneficiary 
Exemption Trust 

Irrevocable Trust 
Trustee 

Trustor
Unit Investment Trust 

U f il lru s t

[ s ^
Go!

Cl Related Links
V .no  Is T h e  B e n e f ic ia ry  O f Y o u r A c co u n t?  (') - If you 've 
e x p e r ie n c e d  life c h a n g e s  s in c e  first e s tab lish in g  your plan, it 
m igh t b e  tim e to  u p d a te  th e  d e s ig n a tio n s .

P ro b le m a t ic  B e n e f ic ia ry  D e s ig n a t io n s  - P a r t  1 (') - M ake 
s u re  your b ene f ic ia ry  d e s ig n a tio n s  no t on ly  re flec t your 
in ten tio n s b u t a lso  m e e t th e  re q u irem en ts  to  b e  effective.

P ro b le m a t ic  B e n e f ic ia ry  D e s ig n a t io n s  - P a r t  2 (') -
D es ig n a tin g  a  tru s t a s  you r IRA bene fic ia ry  c an  b e  beneficial, 
bu t it re q u ire s  p ro p e r p lann ing  to avoid  p ro b lem s.

Marketplace

Tomorrow's Winning 
Stock Picks Today

FREE $79 Investing 
Guide

Feedback
Please lei us know how 
we can improve.
Notice an Error? 
Suggestions?

Dictionary Sponsored By
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investor words.com ?\

Tht biggest best investing glossary on the web

Do you want to Wan more aboot Inverting and 
Personal Fnun:* to better manafa your financial tfa7

•H o m e  By S u b je c t L icensing  A d vertis in g  Find a r tA d y is o r  ‘ H e lp

B ro w se  
S L A R C H !

blind trust

Definition

A trust in which the beneficiaries do not h ave  knowledge of the trust's specific a sse ts , 
an d  in which a  fiduciary third party h a s  com plete m anagem en t discretion.

SPEC IA L  O FFE f

Jo in  A m e r itra d e  to d ay . < 
P a lm ®  T reo™  650 sm a  
+ 25 f re e  t r a d e s  for s ign  
www  a m e r i t ra d e  c om

Related R esearch Articles from the tnvestorG uide.com  University

F raud and  D ispute Resolution
Find out abou t the different types of investm ent fraud and how to p revent it from 
happening. Learn how to deal with responding to fraud and dispute resolution if it 
d o e s  happen  to you.
E sia te  Planning
P rovides a  guide to the e s ta te  planning p rocess. Includes information on wills, living 
trusts, irrevocable trusts, and  future healthcare decisions.
Audits and  Fraud
Learn everything you n eed  to know about co rrespondence audits, office audits, and 
field audits. Also d esc r ib e s  tax shelters, and  how to avoid abusive and  illegal ones.

Use our free W iserAdvisor service tc find a top-notch financial advisor

Still not su re  how to protect your e s ta te  and minimize tax liability? Let W iserAdvisor 
help  you find a  top notch e s ta te  p lanner who can help you m ake s e n s e  of it all and 
p lan  for your future. Click he re  to g e t started.

Featured S ponsor

The W all S tree t  Journal:
The O nline Journal. More than ju st  th e  Journal on lin e. 
Click for  your FREE TRIAL NOW!

Give this definition a  rating from 1 to 5 (5 being the best)... 
r  1 r  2 r  3 r  4 r  5  R a te

C om m od ity  F u tu r e s  F re  
F re e  c u s to m  c h a r ts ,  qu< 
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Blind trust
From  W ikipedia, the free  encycloped ia

A blind trust is a trust in which the executors or those who ha’-e been given power of attorney have full 
discretion over the assets, and the trust beneficiaries have no knowledge o f the holdings of the trust. Blind trusts 
arc generally used when ? »mstor wishes to keep the beneficiary unaware of the specific assets in the trust, such as 
to avoid conflict of ir.erest between the beneficiary and the investments. Politicians oficn place their assets in 
blind trusts so they cannot be accused of conflict of intercs' when they direct government funds to the private 
sector.

External links
■ Entry on Investopedia (http://www.investopedia.eom/terms/b/bIindtrust.asp)

Retrieved from "http://en.wikipedia.org/wiki/Blind_trust" 

Category: Law stubs

■ This page was last modified 11:05, 8 March 2006.
■ All text is available under the terms o f  the GNU Free 

Documentation License (sec Copyrights for details). 
W ikipedia® is a registered trademark o f  the Wikimcdia 
Foundation, Inc.

■ Privacy policy
■ About W ikipedia
■ Disclaimers
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. Legal-Explanations.com
Legal resources in plam English

Lega l-Exp lanations.com  Home > Legal D fin itions

Blind Trust

A tru s t th a t re ta in s  th e  se tt lo r’s  righ t to te rm in a te  th e  tru st, bu t re l in q u ish e s  all 
p o w e r o v e r  th e  tru s t's  m a n a g em en t.

G «t a  J u s t ic e  D egree  Enjoy P la tinum  s ta tu s
Earn m ore m oney with Claim your 10.000 USD
a Criminal Justice Centra Platinum Card and
d e g re e ' New PC

Need Extra Cash?
Pay lower in terest rate 
on your m ortgage toda

_iL
L e g a l- E x p la n a t io n s .c o m  H o m e

© 2004 Legal-Explanations.com. All rights reserved

This page was made with 4W  VVehMerge
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(a) A public official may transfer all or a portion o f  the official's assets to a 
►►blind* ►►trust* for the duration o f  service in public office. The original assets placed 
in the ►►blind* ►►trust* shall be listed by the official in the statement required to be 
filed under this chapter. The instrument creating the ►►blind* ►►trust* must be 
included with the statement.

Home

How to Q uery

(b) For a ►►trust* to qualify under this section,

(1) assets transferred to the m ru s t*  shall be marketable;

(2) the trustee shall be a bank or other institutional fiduciary;

(3) the trustee shall have full authority to manage the ►►trust*, including the 
purchase, sale, and exchange o f  its assets in accordance with fiduciary principles;

(4) information regarding the identity and the nature o f  iis assets shall be 
confidential from the trustor for the duration o f  the ►►trust*;

(5) the trustee shall be required to report any known breach o f  confidentiality oi 
the termination o f  the ►►trust* to the office where the trustor is required to file 
statements under this chapter; and

(6) IRepealed, Sec. 26 ch 25 SLA 1975].

Sec. 39.50.050. Administration and inspection.

(a) The Alaska Public Offices Commission created under AS 15.13.020 (a) shall 
administer the provisions o f  this chapter. The commission shall prepare and keep 
available fot distribution standardized forms on which the reports required by this 
chapter shall be filed. The commission shall print the forms provided under this 
section so that the front and back o f  each page have the same orientation when the 
page is rotated on the vertical axis o f  the page. The commission may request that the 
information required under this chapter be submitted electronically but shall accept 
any information required under this chapter that is typed in clear and legible black 
typeface or hand-printed in dark ink on paper in a format approved by the

. .1 . J 1. - . 1*1 . .1 .. '«1. *1. z \
Title 39. PUBLIC OFFICERS AND EMPLOYEES
Chapter 39.50. PUBLIC OFFICIAL FINANCIAL DISCLOSURE
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24-LS0874\R. 1 
Wayne

3/20/06

OFFERED IN THE HOUSE BY REPRESENTATIVE SEATON

TO: HCS CSSB I86(RLS)

A M E N D M E N T

Page 9, following line 11:

Insert a new bill section to read:

"* Sec. 19. AS 39.52 is amended by adding a new section to read:

Sec. 39.52.955. B lind tru s ts , (a) To qualify under this chapter, a blind trust 

must meet the requirements o f AS 39.50.040, and

(1) may not include an asset or investment Hat

(A) is of a permanency that makes transfer by the trustee 

improbable or impractical;

(B) is a security interest, a business, or real estate; or

(C) requires the public officer's ownership right or interest to 

be recorded in a public office; and

(2) the trustee o f the blind trust shall, for income purposes,

(A) prepare and file the public officer's personal income tax 

returns, withholding from distribution o f the trust's net income amounts 

sufficient to pay the public officer's tax and, for the duration o f the trust, shall 

have authority to act on behalf of the public officer and to compromise the 

trustor's tax liability, in the event of an audit of the trustor's personal tax 

returns; or

(B) submit to the public officer a certification of income paid 

without identifying the assets producing the income."

Renumber the following bill sections accordingly.
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OFFERED IN THE HOUSE BY REPRESENTATIVE ROKEBERG

TO: HCS CSSB 186(JUD)

Page 1, line 10, following "j,":

Delete "or"

Insert "(3) financial in te res t in a  m a tte r  is held in a b lind  tru s t  o r  th e  public 

officer does no t have m anagem ent con tro l over the financial in te rest; o r

Page 3, follow 

Insert i 

"* Sec. 8. A!

determ 

and sh; 

attom e 

the sup

141"

feasible

th a t gives rise to th e  po ten tia l violation in to  a  b lind  tru s t  o r  o th e r 

investm ent w here the  em ployee does no t have m an ag em en t con tro l over

th e  financial in terest."

L -1-



t io n s  a c c o r d in g ly .

Page 9, lines 3 - 4 :

Delete "[ESTABLISHM ENT O F A BLIND TRUST,]"

Insert "establishment o f a blind trust fo r a period o f tim e o r  u n d e r conditions 

d eterm ined  ap p ro p ria te , p lacem ent o f the financial in te res t in to  an  investm ent w here 

the em ployee does not have m anagem en t control over the financial in te re s t."



Session:
State Capitol
Juneau, Alaska 99801-1182 
(907) 465-2327 
(907) 465-5241 Fax

M E M O R A N D U M

D a te : M a rc h  6 , 2 0 0 6  

T o : O ff ic e  o f  R e p re s e n ta t iv e  R o k e b e rg

F ro m : S e n a to r  R a lp h  S e e k in s  

R e: R e q u e s t foi H e a r in g  o f  S e n a te  B ill 186

Attached please fi.id Senate Bill ! 86 along with a concomitant sponsor statement describing our 
o rig in a l intent.

I am enclosing three versions o f  this bill. Version “S” was passed cut o f  the Senate. Version “C” 
was passed out o f  the House State Affairs Committee and vcrcion “P” was passed out o f  the 
House Judiciary Committee. I am also enclosing a side-by- side-by-side comparison o f  all three 
bills for your convenience.

With respect to the sponsor statement, you will no doubt notice that it addresses both the 
executive branch and  the legislative branch Ethics Acts (SB 186 and SB 187, respectively). 
These two bills are, in many ways, twins designed to travel together through the legislative 
process. Therefore, the sponsor statement speaks to both bills. However, SB 187 remains in 
House State Affairs. Your understanding o f  this inconsistency is much appreciated.

Lastly, I am enclosing an opinion piece recently printed in the Anchorage Daily News, the 
Fairbanks Daily News-M incr and the WasiUs Frontiersman.

I respectfully request this bill be scheduled in your committee at your earliest convenience. 
Thank you.
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STATE OF ALASKA
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Dept. A fle c te d :_____

Fiscal Note Number:
Bill Version;
(S) Publish Date

CSSB 166(STA) 
4/26/05

LAWR ev ision  D a te/Time  (Note if co rrec tion) :______________________
Title ’At Ac: relating to  the A laska F.vecutive B ranch R D U _____________________________
Ethics Act." ~ C om ponent O pinions, A ppeals & Ethics

CIVIL

S po 'tso r
R eq u este r

S enato i Seek ins
S e n a te  S ta te  Affairs

E xpend itures/R evenues
Note: A m ounts do  not includs inflation un less otherw ise noted below.

Component No 

(T h o u s a n d s  of Dollars)

j OPERATING EXPEND! /URef- FY 2006 FY 2007 FY 2008 FY 2099 FY 2010 FY 2011
P erso n sl S e 'v ice s
Travel
C ontractual
Supplies
E quipm ent
Land & S tructures
G rants & Claim s I
M iscellaneous

TOTAL OPERATING 0.0 O.C 0.0 0.0 0.0 0 0
ICrtFITAL EXPENDITURES ___ .. .

(CHANGE IN REVENUES ( ) ! i I I i

FUND SOURCE (T housands of Collars)
1002 Federal R eceip ts
1003 GF Match
1004 CF
1005 G F/Program  R eceip ts
1C37 GF/M ental Health
O ther (Specify Type~Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0 0 0.0

Estimate of any current year (FY2005) cost: 0.0
Mark this bo< (X) if funding for fhis bill is included in the Governor s FY 2006 budget proposal- i I

POSITIONS
FulM 'me
Part-tim e
Tem porary

fANALv SIS: (M uch a separate pace if necessary)
Th:s bill m a k e s  nu.-neious a m e n d m e n ts  to th e  Execu tive B ran ch  E th ics Act. It a m e n d s  AS 39.52.110(b) 
(Scope o f C ode) to  e s ta b li s h e s  a  "bright line" to s t for w hen  a p e rso n a l o r financia l in te re s t Is insignificant 
u n d e r th e  e th ic s  ac t. T he bill am e n d s  AS 39.52.960 (Definitions; to a d d  a  definition for "closely  a s so c ia te d  
pe t se n ."  am e n d  th e  defin ition o f "financial in te re s t"  to inc lude th e  financial in te re s ts  of a  "c lo se ly  a s so c ia te d  
p e rso n ,"  am e n d  tfie  definition o f " im m ed ia te  fam ily m em ber," a n d  re p e a l th e  defin ition of "pa ren t."  It 
a m e n d s  AS 39.52.130(b) (Gifts) a n d  AS 39.52.150(a), (c), a n d  (d) (Contrac ts, L e a se s , Loans) to  ad d  
"c lo sely  a s s o c ia te d  p e rso n "  to th e  list of people h o s e  in te re s ts  th a t m u s t b e  co n s id e red . It am e n d s  AS 
39.52.335 (Sum m ary  of D isposition  o f C om p la in ts 3 nd R ev iew  by P e rso n n e l Board) to p rov ide th a t the 
com p la in t p ro c e s s  is confiden tia l a o d  re p e a ls  th e  p rov is ion s by which a n  in te re s te d  party  could  go  to court 
to try to g e t th e  su m m a 'y  m a d e  public. It a ls o  am e n d s  AS 39.52.340
P repared  by:
Division

Kathryn D aughhetoe, Director P hone  465-3673
Administrative Serv ices Division D ate/Tim e 4/26/05 8 09 AM

A pproved by: 
Agency

Kathryn D aughhetee  for David M arquez, Attorney G eneral 
Dep artm ent of Law____________________________________________

D ate 4/26/2005
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STATE OF ALASKA
2005 LEGISLATIVE SESSION

FISCAL NOTE # 1

BILL NO. CSSB 186(STA)

A NALYSIS CONTINUATION
(Confidentiality) to ex p an d  the  information that is confiden.ial und er the  eth ics ac t T he bill a lso  a m e n d s  AS 11 56. the  criminal 
cod e , to m ake d isc lo su re  c f  confidential eth ics information a  c la s s  A m isd em es ior. P a s s a g e  c* this legis'elion will hav e  r.o fiscal 
im pact on  the  D epartm ent of Law.

Page 2 of 2
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Fiscal Note Number:
Bill Version:
(S) Publish Date:

Dept Affected: 
'R D ’J

CSSB 186(STA) 
4/28/05

Administration
Central Administrative S en/ices

E xecutive B ranch Ethics Act"
S ponso r
R eq u este r

C om ponent Personnel
S enato r Seekins
(S)ST A

Expenditu.es/Revenues

C om ponent No. 

(T h o u s a n d s  of D ollars)

56

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
P ersona l Services 
Travel 
C ontractual 
Supplies 
Equipm ent 
Land & Structures 
G ran ts & Claims 
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
ICAPITAL EXPENDITURES | I I  I I I

ICHANGE IN REVENUES ( ) I I I i I I

F U f SOURCE (T housands of Doll.vs)
1002 Federal R eceipts
1003 GF Match
1004 GF
1005 G F/Prograr.i R eceipts 
1037 GF/M er'.al Health
O ther (Sper.ry Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current ye j r  (FY2005) cost:
Mark this box (X) if funding for this bill is included

POSITIONS

0.0
nor’s FY 2006 budget pron the Govor posal: I !

Full-time
Part-tim e
Tem porary

ANALYSIS: (Attach a separate page if necessar/)

Th is bill will h a v e  no  fiscal im pac t on  th e  D ivision o f P e rso n n e l.

P iep a red  by:
Division

A pproved by: 
A gency

Mila Cosgrove. Director P hene 465-4429
Personnel Date/Time 4/25/05 8:39 AM

Mike Tibbies, Deputy Com m issioner 
Administration

Date 4/25/2005

iRaviMd 9/23/2004 OMB) Page 1 o f  1.



FISCAL NOTE
STATE OF ALASKA Fiscal N ote Number: 3

2006 LEGISLATIVE SESSION Bill Version:
(H) Publish Date:

HCS CSSB  186(STA) 
2/21/06

R e v is io n  D a te /T im e  (N o te  if c o rrec tio n ): Dept. Affected: Administration
Title Executive Branch Ethics RDU Central Administrative Serv ices

C om ponent P ersonnel
S ponso r S en a to r Seek ins
Rec les te r (S) STA C om ponent No. 56

Expenditures/R evenues_____________________________________ (T hou san d s  o f Dollars)
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OPERATING EXPENDITURES
Personal Services 
Travel 
C ontractual 
Supplies 
Equipm ent 
Land & Structures 
G ran ts & Claims 
M iscellaneous

TOTAL OPERATING

1002 Federal R eceipts
1003 GF Match
1004 GF
1005 G F/Program  R eceipts 
1037 GF/Mental Health
O ther (Specify Type-Do not abbreviate) 

TOTAL

S i ATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision D ate/Time (Note if correction): 
Title "An Act relating to th e  A laska Executive
Br'iiich Ethics A ct..."
Sponsor S ena to r S eek ins 
R equeste r H ouse S ta te  Affairs

Fiscal Note Number:
Bill Version:
(H) Publish Date:

Dept. Affected: 
RDU

HCS CSSB 186(STA)
2/21/06

CIVIL
C om ponent Opinions, A ppeals & Ethics

C om ponent No. 

(T hou san d s o f Dollars)
Note: Am ounts do not include inflation un less otherw ise noted below.

CAPITAL EXPENDITURES 

CHANGE IN REVENUES ( 

FUND SOURCE (T housands of Dollars)

E s tim a te  o f an y  c u rre n t y e a r  (FY2006) c o s t :  0.0 ____________
C h eck  th is  box (X) if fu n d in g  fo r th is  bill is  in c lu d ed  in th e  G o v e rn o r 's  FY 2007 b u d g e t p ro p o sa l: I I

POSITIONS
Full-time
Part-tim e
Tem porary

ANALYSIS: (Attach a separate page if necessary)
Th is bill m a k e s  n um e ro u s  am e n d m en ts  to  th e  E xecu tiv e  B ranch  E th ics Act. It a m e n d s  AS 39.52.110(b) 
(S cop e  o f Code) by e s ta b lish in g  a  "bright line” te s t  for w hen  a p e rso n a l o r financial in te re s t is insign ificant 
u n d e r th e  e th ic s  act. T h e  bill am e n d s  AS 39.52.130(f) (Im proper Gifts) a n d  39.52.150(a), (c) a n d  (d) 
(Contrac ts, L e a se s , Loans) to a d d  "b u s in e s s  a s so c ia te "  to  th e  list of p eop le  w h o se  in te re s ts  m u s t be 
c o n s id e red . A c h a n g e  to AS 39.52.210 a n d  AS 39.52.410 would allow  a  financial in te re s t th a t v io la te s th e  
e th ic s  a c t to b e  p la c e d  in a  blind tru s t o r sim ilar a rra n g em en t. AS 39.52.230 is c h a n g e d  to a d d  a  new  
su b se c tio n  (b) th a t d e s c r ib e s  how  repo rting  of v io la tions o f th e  e th ic s  a c t shou ld  b e  h an d led  if th e  repo rt 
c o n c e rn s  th e  governor, lie u ten an t governor, o r th e  a tto rn ey  g en e ra l. C h a n g e s  a r e  a lso  m ad e  to  AS 
39.52.335 an d  .340 reg a rd in g  confiden tia lity  a n d  repo rting  re q u irem en ts  by th e  p e rso n  ?l board . AS 
39.52.340 is a lso  am e n d e d  by ad d in g  new  su b se c tio n s  d ea ling  with________________________________________
Prepared  by: Kathryn D aughhetee, Director_________________________________  Phone 465-3673
Division Administrative Serv ices Division ________________________  Date/Time 1/30/06 1:22 PM

Approved by: Kathryn D aughhetee for David M arquez, Attorney G oneral D ate 1/30/2006
A gency D epartm ent of Law____________________________________________
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FISCAL NOTE #4

S T A T E  O F  A L A S K A
2006 L E G IS L A T IV E  S E S S IO N

BILL NO. HCS CSSB 186(STA)

A N A LYSIS  C O N TIN U A TIO N

confiden tia lity  a n d  im posing  a  civil p en a lty  o f up to  $5000 for th o s e  w ho  v io la te th e  confidentia lity  
requ irem en t, a n d  giving th e  a tto rn ey  g e n e ra l th e  au tho rity  to e n fo rc e  th is s e c tio n  by filing an  ap p ro p ria te  
civil action .

P a s s a g e  o f th is leg is la tion  will h a v e  no fiscal im pac t on  th e  D ep a rtm en t o f Law.
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A l a s k a  S t a t e  S e n a t e

Session: Interim:
State Capitol 119 N. Cushman, Suite 201
Juneau. Alaska 99001-1182 Fairbanks, Alaska 99701
(907) 465-2327 (907) 456-8161
(907)465-5241 Fax Senator_Ralph_Seekins@ legis.state.an.us

S en a to r R a lph  Seek ins
District D

Senate Bill 186 &  187 Sponsor Statement
“An Act relating to the Alaska Executive Branch Ethics Act.” (SB 186)

“An Act relating to legislative ethics open meetings guidelines, to the public members o f the 
Select Committee on Legislative Ethics, to alternate members o f the legislative subcommittees, to 
advisory opinions, and to confidential information and proceedings regarding legislative ethics 
complaints and investigations.” (SB 187)

There has been much discussion throughout the Capitol hallways and committee rooms regarding 
ethics laws. The Senate Judiciary Committee, in particular, has taken great interest and much 
testimony on thL important topic. Over the last three months a substantial amount o f  research has been 
conducted on ethical treatises and other states’ ethics laws. Furthermore, CPAs, judges and 
employment law attorneys have been interviewed along with legislators from around the country. This 
effort has resulted in the introduction o f  two bills —  SB 186 & 187 —  designed to improve the 
Executive and Legislative Code o f  Ethics, respectively.

Senate Bill 186 revises the Executive Branch Code o f  Ethics. The terms “substantial” and 
“ insignificant” defy clear definition and consequently arc removed from AS 39.52.110(b). 
Furthermore, this scctio gains key language outlining specific types o f  personal or financial activity 
which the public employee should take into consideration prior to taking official action on matters 
which could create a conflict.

O f particular note is the inclusion o f  a recommendation originating from the Bundy Report pertaining 
to stock ownership. Here, the limiting factors are one percent with a total value o f  less than $10,000. 
This section also includes new language detailing methods by which the public official can avoid even 
the slightest perception o f impropriety. This can be accomplished through the placement o f  financial 
assets into a blind trust or other instrument in which the official has no management control.

Two new terms are brought into use throughout AS 39.52 —  “business associate” and “household”. 
These terms are intended to better define close relationships maintained by the state employee 
particularly as these relationships affect, or are affected by, action taken by the employee in his or her 
official capacity.
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State law currently sets ou! two remedial options available to a supervisor when a determination has 
been made that an ethics violation could exist or will occur. Currently, the supervisor could either 
reassign the employee or require divesture o f  the financial interest creating the potential conflict. 
Senate Bill 186 provides a logical third option. That is to place the financial interest into a blind trust 
or other investment tool whereby the employee has no management control.

Recent experience has highlighted a significant procedura ambiguity existing in current statute 
pertaining to a potential violation involving the governor, i eutenant governor or attorney general. 
Senate Bill 186 clarifies this by adding language spelling out a clear procedural path to be followed in 
the unlikely event this situation should arise in the future.

Senate Bill 186 proposes that in a case involving the governor or lieutenant governor, the attorney 
general refers the matter to the personnel board which appoints an independent counsel to investigate. 
Results o f  the investigation are submitted to the attorney general, via written report, who then makes a 
determination as to w hether a violation has occurred. If so. then the report is automatically converted 
to a complaint and forwarded to the personnel board for resolution.

In a case involving the attorney general, it is the governor that refers the matter to the personnel board 
at which point the same procedure as that described in the previous paragraph is followed. O f course, 
in this case the written report is then submitted back to the governor who makes the determination as 
to the necessity for further action through the personnel board.

One feature common to both Senate Bill 186 and 187 has received much attention. That is the civil 
fine o f  up to $5,000 which could be levied on an individual for violating confidentiality requirements. 
This provision w il l not discourage people with righteous complaints from coming forward and making 
them. It w il l  remind people with less than pure intent that there arc legal requirements to abide by and 
liabilities attached to violations.

Our ethics statutes recognize the paramount importance o f  maintaining the presumption o f  innocence 
prior to any finding o f  probable cause being made. Current state law explicitly requires members o f 
the State Personnel Board and the Select Committee on Legislative Ethics, and others assisting in an 
investigation, to maintain confidentiality. Why is this? Why should they be bound to this ethic? The 
clear answer to this question lies in the moral responsibility o f  fairness our system o f justice provides 
tc the accused during the investigatory pursuit o f  truth.

W e must remember that when investigating an ethics complaint, it is no less than the subject’s 
reputation which is at stake. An adverse finding could negatively affect an individual’s career for years 
to come. But a false accusation could have the very same effect. How fair is that?

As it stands now, fair application o f  our ethics laws is being perverted through a parallel process o f 
faux justice com m only known as trial by media. The fact is, where violations o f  ethics are alleged, it 
seems to be more important for a complainant to get the immediate gratification provided by a news 
flash than to let the Personnel Board or the Select Committee proceed with their statutory function and 
render a decision based on facts.

Restated, current law allows a complainant to use an ethics violation as a political hatchet. In these 
cases the end result is not nearly as important as the opening salvo. In fact, a com plainants’ entire 
purpose may be com pletely satisfied over the course o f  a single day’s news cycle. Charged, tried and 
convicted in the court o f  public opinion. Case closed. Is this fair? Or even ethical?

If  truth and justice are the com plainants’ pure motivating factor.., then process and procedure should 
be welcom ed along with the requisite confidentiality demanded o f  all parties involved. If  the members 
o f  the Personnel Board and the Select Committee and others associated with an investigation must
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maintain confidentiality why shouldn’t the complainant be required to do the same? That seems only 
fair.

Senate Bill 187 revises the Legislative Standards o f  Conduct. To start with, this bill adds succinct 
language which simply restates a truism —  where matters o f  legislative procedure are concerned, the 
Alaska State Constitution1 and the Uniform Rules o f  Procedure2 take precedence over statute. The bill 
also clarifies application o f  the Uniform Rules o f  Procedure with respect to open meetings guidelines. 
This, too, is an explicit restatement o f  Constitutional authority.

With respect to the Select Comm ittee on Legislative Ethics, Senate Bill 187 seeks to empanel public 
members representing a broad cross section o f  Alaskans. While current law does not favor a particular 
profession or background, practical experience suggests that, as a m atter o f  convenience, this ideal 
may be somewhat overlooked. As a result, the Committee may not have the opportunity to benefit 
from a full range o f  professional and geographic experience which may otherwise be available.

Senate Bill 187 also seeks to make the Comm ittee more efficient in another important way. It provides 
that alternate legislative members may attend all meetings and hearings. This allows the alternate to
cast informed votes should the need arise due to the absence o f  a regular member.

W here advisory opinions are concerned, clarifying language is added which makes clear that if  the 
requestoi o f  the opinion identifies another person in the request, then that person, too, shall not only 
receive the opinion but also be bound by the same standard o f  confidentiality applying to the requestor 
in current law However, the opinion may be released if  all parties provide written consent.

Much o f  the text found in Senate Bill 187 relates directly to AS 24.60.170. This section addresses 
proceedings before the Committee. New subsection “s” replaces much, if  not all, o f  the confidentiality 
language scattered throughout this section. Subsection “s” provides the language establishing the new 
link in the chain o f  confidentiality whereby an individual may not disclose the filing o f  a complaint or
the intention to file a com plaint, or the intention o f  another to file a complaint.

All proceedings and actions taken by the Comm ittee will be confidential. All documents filed with the 
Committee, produced by the Comm ittee or obtained or disclosed as result o f  Committee investigation, 
discovery, or a hearing will be confidential. However, should the Committee, after investigation, find 
probable cause to believe that the subject o f  a complaint has committed a violation that may require 
sanctions instead o f  or in addition to corrective action, then the Comm ittee will formally charge the 
individual. A finding o f  probable cause triggers public disclosure o f  the complaint.

It’s important to note that the subject o f  a complaint may waive the confidentiality requirements 
spelled out in subsection “s’’. I f  confidentiality is waived with respect to a meeting or proceeding, then 
the proceeding is open to all members o f  the public. If  confidentiality is waived with respect to a 
document or other information, then the document or information is available to all members o f  the 
public.

In summary, A laska’s ethics code applies not ju st to a handful o f  individuals but »o 15,000+ state 
employees. It seems we should be keeping this in mind when we look at designing a system that not 
only seeks fairness to the individual employee but also justice for the public at large. Senate Bills 186 
and 187 implements a number o f  features which are intended to accomplish these dual purposes in a 
straightforward fashion.

1 Article II, Section 122
Rules 53 & 55 and Section 4 o f Mason’s Manual o f Legislative Procedure, 2000 edition

5/7/05
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F a i r b a n k s  D a i l y  N e w s - M i n e r

Bills to clear up the murky waters of ethics laws should be adopted 
By RALPH SEEKINS

Sunday, February 12, 2006 - Alaska has two sets o f ethics laws. One covers the governor, lieutenant 
governor, attorney general and 15,000 state employees. Senate Bill 186 addresses that law. The other 
covers all legislators and legislative employees. Senate Bill 187 pertains to this law.

Last year it became evident to the Senate majority that a review o f  the state's ethics laws was 
necessary. The high-profile report completed by former U.S. Attorney Robert Bundy (an active 
m em ber o f  the Democratic party) clearly demonstrated that deficiencies exist in Alaska's ethics laws.

Clearly, Mr. Bundy's recommendations deserved to be adopted. Therefore, in matters concerning 
potential conflicts o f  interest, SB 186 installs two key benchmarks from the Bundy Report. It 
establishes that an impropriety exists in a particular situation when: (1) a public officer owns more than 
1 percent o f  the stock in a business; and (2) the stock in a business is valued at more than 510,000.

SB 186 also provides that, when a potential conflict exists, public officials may place their financial 
holdings in a blind trust. State and local governments all across the nation use this common practice. In 
fact, the American Bankers Association describes blind trusts as a method for "government officials to 
avoid conflicts o f  interest between their official duties and personal financial transactions."

A nother black hole SB 186 addresses is the procedure to use when an ethics complaint is filed against 
the governor, lieutenant governor or attorney general. Current law requires that potential violations o f 
the Ethics Code be reported to the employee's ethics supervisor. The supervisor then forwards a report 
to the attorney general for further investigation, possibly resulting in formal charges before the State 
Personnel Board.

Yet, this process is clearly defective should a complaint involve the governor, lieutenant governor or 
the attorney general. So, SB 186 mandates that an independent counsel be appointed by the Personnel 
B oard -ra ther than by the attorney genera l-to  determine the facts o f  the matter. Clear, clean and fair.

With respect to v.enate Bill 187--conceming the legislative b ranch-here again the intent is to clear up 
ambiguities in current law. For example, SB 187 illuminates the relationship between the Constitution, 
the uniform rules and the statutes. It calls for w ider diversification among the membership o f  the Select 
Comm ittee on L.egislative Ethics. And it clarifies voting procedures among the legislative members o f 
the committee.

All this and, so far, and not a word about confidentiality! The fact is, this legislation implements many 
necessary clarifications to our ethics codes. But here is an inconvenient little detail: contrary to popular 
belief, current law requires the ethics com plaint process remain confidential until a finding o f  probable 
cause. Again, that is the law today.

So what happens if  I break the current law by publicly announcing I have filed an ethics complaint? 
There are quite likely consequences, right? Otherwise, why have the law? The fact is, there are no real 
consequences. So the legislation, as proposed, encourages people not to violate the law by imposing a 
civil (not criminal) penalty against deliberate lawbreakers.
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It has been widely, yet incorrectly, reported that the civil penalty is $5,000. Here again we have another 
one o f  those inconvenient little facts: The fine could be as little as $1. The language in Doth bills is very 
consistent on this issue.

Ultimately, this will be a legislative policy call. I f  the law requires confidentiality, then the violator 
must pay the consequences, ju st like in any other law. If, on the other hand, we are not concerned about 
maintaining the integrity o f  this important process, if  we are not concerned about accountability, then 
all confiden tia lly  provisions should be stricken from our ethics laws. It must be either one or the other.

One last thing to consider: Your co-w orker has ju st filed an ethics complaint against you. Is it righteous 
or is it ju st a grudge? It doesn't really matter since, either way, it must go through the process. But it’s 
times like this that you pray the process works.

Sen. Ralph Seekins is a Republican from Fairbanks. He represents District D in the Alaska Legislature 
and is chairman o f  the Senate Judiciary Committee.
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SB 186 “S” (Senate) SB 186 “C” (House STA) SB 186 “P” (House JUD)
Section I - AS 39.52.110(b) Section 1 - AS 39.52.110(b) Section 1 - AS 39.52.110(b)

Removes the ambiguous words Removes the ambiguous words No Change from the “C” version.
[SUBSTANTIAL] and [SUBSTANTIAL] and
[INSIGNIFICANT] from the statute. [INSIGNIFICANT] from the statute.

Adds new language: Adds new language:
“(3) financial interest in a matter (2) action or influence would have
is held in a blind trust or the insignificant or conjectural effect on
public officer does not have the matter; “or personal or
management control over the financial interest in a matter is in
financial interest; or regard to a business and the
(4) personal or financial interest in public officer
a matter is in regard to a business (A) does not own a controlling
and the public officer interest in the business;

(A) does not own a controlling (B) does not own stock or
interest in the business; options to buy stock that,

(B) does not own more than when combined,
one percent o f the stock in (i) equal more than
the business and the stock one percent of
owned has a value o f less the stock in the
than $10,000; business; or

(C )ow ns an equity interest in (ii) have a total
the business worth less value o f more
than $10,000; than $10,000;

(D) is not a member o f the (C) owns or has an option to
board o f directors or buy
another governing body o f (i) less than one
the business; percent o f the

(E) is not an elected officer of equity interest in
the business; /he business; and

(F) does not provide personal (ii) an equity
or professional services to interest in the
the business; business worth

(G )does not have a contract less than
with the business; and $10,000;

(H )is not an employee o f the (D) is not a member o f the
business.” board o f directors or 

another governing body of 
the business;

(E) is not an elected officer of 
the business;

(F) does not provide or have 
an option to provide 
personal or professional 
services to the business;

(G) does not have a contract or 
have an option for a 
contract with the business; 
and

(H) is not an employee o f the 
business.”

Section 2 - A S  39.52.130(f) Section 2 - AS 39.52.130(0 Section 2 - A S  39.52.130(0

Adds the word “im m ediate” to Same as Section 2 in the “S” Same as Section 2 in the “S”
describe family member and adds 
the phrase “business associate” to 
tighten the statute.

version. version.

Section 3 - AS 39.52.140 Section 3 - AS 39.52.140 Section 3 - A S  39.52.140

Adds the words “or position”; Same as Section 3 in the “S” Same as Section 3 in the “S”
“business associate” and “or by 
reason o f  the officer’s position” to

version. version.
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better describe the public officer’s 
capacity.

-----------------------------------------------------

(intentionally blank) (intentionally blank)
Section 4 - A S  39.52.140

Adds a new subsection:
“(c) A current or former public 
officer may not disclose 
information that is confidential 
under AS 39.52.340(a).”

Version “S” Section 4 language 
removed from the “C ” version.

Version “C” change carried forward 
to the “P” version.

Section 5 - AS 39.52.150(a)

Adds new language: 
“business associate”.

Section 4 - AS 39.52.150(a)

Same as Section 5 in the “S” 
version.

Section 4 - A S  39.52.150(a)

Same as Section 5 in the “S” 
version.

Section 6 - AS 39.52.150(c)

Adds new language: 
“business associate”.

Section 5 - A S  39.52.150(c)

Same as Section 6 in the “S” 
version.

Section 5 - AS 39.52.150(c)

Same as Section 6 in the “S” 
version.

Section 7 - A S  39.52.150(d)

Adds new language: 
“business associate”.

Section 6 - A S  39.52.150(d)

Same as Section 7 in the “S” 
version.

Section 6 - AS 39.52.150(d)

Same as Section 7 in the “S” 
version.

Section 8 AS 39.52.210(b)

Adds a new subsection:
“(B) the placement by the 
employee o f the financial interest 
that gives rise to the potential 
violation into a blind trust or 
other investment where the 
employee does not have 
management control over the 
financial interest.”

Version “S” Section 8 language 
removed from the “C” version.

Version “C” change carried forward 
to the “P” version.

(intentionally blank) in ten tionally  blank)

Section 7 - A S  39.52.165

Adds a new section:
“A public officer may not, in 
taking official action, violate or be 
required to violate a provision o f a 
code or cannon o f professional 
ethics if the public officer’s 
professional conduct is bound by 
the code or canon o f professional 
ethics as a condition o f  obtaining 
or retaining a license to engage in 
or to practice the profession.”

Section 9 - AS 39.52.230

Adds new language:
“Except where the report concerns 
the governor, lieutenant governor, 
or the attorney general” and “If 
the report concerns the governor, 
lieutenant governor, or the 
attorney general, the supervisor 
shall refer the report as provided  
in (b) o f  this section.”

Section 7 - AS 39.52.230

Same as Section 9 in the “S” 
version.

Section 8 - AS 39.52.230

Same as Section 9 in the “S” 
version.

(intentionally blank) (intentionally blank) (intentionally blank)

----------------------- __________  ______________ — . .



Adds a new subsection:
“(b) If a report or allegation of a 
violation of AS 39.52.110 - 
39.52.190 by the governor, 
lieutenant governor, or attorney 
general come to the attention of 
the designated supervisor for the 
governor, lieutenant governor, or 
attorney general, or attorney 
general under AS 39.52.210(a)(2) 
or by filing of an ethics complaint 
under AS 39.52.310(b), then,

(1) in the case of a report or 
allegation against the 
governor or the lieutenant 
governor, the attorney 
general shall refer the 
matter to the personal 
board, which shall appoint 
an independent counsel to 
investigate; the 
independent counsel shall 
have power to issue and 
enforce subpoenas under 
AS 39.52.380 and 
39,52.390; the independent 
counsel shall prepare a 
written report of the 
investigation; the written 
report must include 
findings of fact and a 
conclusion as to whether, in 
the opinion of the 
independent counsel, the 
facts constitute conduct in 
violation of AS 39.52.110 - 
39.52.190; the report of the 
independent counsel shall 
be submitted to the 
attorney general; the 
attorney general shall 
review the report and make 
an independent 
determination as to 
whether the independent 
counsel’s findings of fact, if 
true, would constitute 
conduct in violation of AS 
39.52.110 - 39.52.190; if the 
attorney general concludes 
that the facts as found by 
the independent counsel 
would constitute a violation 
of AS 39.52.110-
39.52.190, then the attorney 
general shall treat the 
independent counsel’s 
report as a complaint and 
shall refer the report to the 
personnel board under AS 
39.52.310(c); if the attorney 
general concludes that the 
facts as found by the_______

S e c t i o n  1 0 - A S  3 9 . 5 2 . 2 3 0

Same as Section 10 in the “S’ 
version.

S e c t i o n  8  - A S  3 9 . 5 2 . 2 3 0

Same as Section 10 ip the “S” 
version

S e c t i o n  9  -  A S  3 9 . 5 2 . 2 3 0



independent counsel would 
not constitute a violation of
AS 39.52.110 -39.52.190, 
the investigation shall be 
closed and no further 
enforcement action shall be 
taken; nothing in this 
paragraph precludes a 
person from filing a 
complaint concernirg the 
same matter under AS 
39.52.310(b); 

in the case of a report or 
allegation against the attorney 
general, the governor shall refer 
the matter to the personnel board, 
which shall appoint an 
independent counsel to 
investigate; the independent 
counsel shall have power to issue 
and enforce subpoenas under AS 
39.52.380 and 39.52.390; the 
independent counsel shall prepare 
a written report of the 
investigation; the written report 
must include findings of fact and a 
conclusion as to whether, in the 
opinion of the independent 
counsel, the facts constitute in 
violation of AS 39.52.110 - 
39.52.190; the report of the 
independent counsel shall be 
submitted to the governor; the 
governor shall review and make 
an independent determination as 
to whether the independent 
counsel’s findings of fact, if true, 
would constitute conduct in 
violation of AS 39.52.110 - 
39.52.190; if the governor desires 
legal advice in making this 
determination, the personnel 
board, at the governor’s request, 
shall appoint additional 
independent counsel to advise the 
governor on legal issues; if the 
governor concludes that the facts 
as found by the independent 
counsel would constitute a 
violation of AS 39.52.110 -
39.52.190, then the governor shall 
refer the report to the personnel 
board for appropriate action in 
accordance with the procedures 
set out in AS 39.52.310(c); if the 
governor concludes that the facts 
as found by the independent 
counsel would not constitute a 
violation of AS 39.52.110 -
39.52.190, the investigation shall 
be closed and no further 
enforcement action shall be taken; 
nothing in this paragraph 
precludes a person from filing a 
complaint concerning the same 
matter under AS 39.52.310(b).”

(intentionally blank) (intentionally blank)

 1



Section 11 - AS 39.52.240(a)

Adds clarifying language:
“This section doe? not apply to a 
report or an allegation 
investigated under AS 
39.52.230(b).”

Section 9 - AS 39.52.240(a)

Same as Section 11 in the “S” 
version.

Section 10 - AS 39.52.240(a)

Same as Section 11 in the “S” 
version.

Section 12-AS 39.52.310(a)

Adds an additional cite:
AS “39.52.230(a)” to the list o f 
statutes under which the attorney 
general m ay initiate a complaint.

Section 10-AS 39.52.310(a)

Same as Section 12 in the “S” 
version.

Section 11 - AS 39.52.310(a)

Same as Section 12 in the “S” 
version.

Section 13 - AS 39.335(c)

Adds inclusive language:
“the subji’ct of the complaint”
within the distribution o f  those 
receiving th summary report.

Removes language:
[(2) SUPERIOR COURT MAKES 
THE M ATTER PUBLIC UNDER 
(h) OF THIS SECTION].

Section 11 - AS 39.52.335(c)

Same as Section 13 in the “S” 
version.

Section 12-AS 39.52.335(c)

Same as Section 13 in the “S” 
version.

Section 14-AS 39.52.335(1)

Adds inclusive language:
“the attorney general, the subject 
of the complaint, and the 
complainant” to the list o f 
recipients o f  any final report issued 
by the personnel board.

Adds new language:
“The report is confidential.”

Removes language:
[IF THE M ATTER IS 
CONFIDENTIAL AND THE 
BOARD DETERM INES THAT 
PUBLICATION OF THE NAME 
OF THE SUBJECT IS IN THE 
PUBLIC INTEREST, THE 
REPORT MAY INCLUDE A 
RECOM M ENDATION THAT THE 
MATTER BE MADE PUBLIC].

Section 12-AS 39.52.335(f)

Same as Section 14 in the “S” 
version.

Section 13-AS 39.52.335(f)

Same as Section 14 in the “S” 
version with one exception.

Adds new language:
“The report is confidential until 
the personnel board makes a 
finding of probable cause."

Section 15 - AS 39.52.340(a)

Adds new language:
“independent counsel” with respect 
to confidential docum ents obtained 
during an investigation.

This section also adds: 
“complainant, subject of the 
complaint” to those persons who 
must maintain confidentiality during 
the course o f  an investigation “or 
proceeding”.

This section also adds:
“A person may not disclose to any 
other person the filing of or 
intention to file a complaint under 
AS 39.52.310 except to a person 
assisting in the filing of the

Section 13 - AS 39.52.340(a)

Adds new language:
“independent counsel” with respect 
to confidential documents obtained 
during an investigation.

This section also adds: 
“complainant, subject of the 
complaint” to those persons who 
must maintain confidentiality during 
the course o f  an investigation “or 
proceeding”.

This section also adds:
“In a proceeding conducted or an 
action taken under this chapter,

(1) a person may not disclose 
the filing of a complaint, its 
contents, or related matters

Section 14 - AS 39.52.340(a)

Same as Section 13 in the “C ” 
version.



complaint A person may not 
disclose information regarding the 
intention of another to file a 
complaint under AS 39.52.310. 
This subsection does not prevent a 
person from obtaining directly 
from a state agency a public 
record of that agency that has also 
been made available in connection 
with an investigation or a formal 
proceeding under AS 39.52.310 -
39.52.390.”

----------------------------------------------------
untO after the personnel
ouard makes a finding of
probable cause or unless
the disclosure is made
while the person is

(A) communicating with 
personnel board 
members or staff;

(B) seeking advice from 
an attorney; or

(C) lawfully 
representing the 
person o r the 
person’s client in 
defense of a 
complaint that has 
been filed and the 
disclosure is in 
defense of a 
complaint that has 
been filed and the 
disclosure is 
necessary;

(2) personnel board 
proceedings related to a 
complaint that has been 
filed are closed tc ail 
persons except board 
members and staff until 
after the board makes a 
finding of probable cause 
unless

(A) the board permits 
otherwise after 
finding that fairness 
to the subject of the 
complaint may be 
advanced by the 
permission; or

(B) the subject of the 
complaint waives 
confidentiality;

(3) the complaint document 
aitd each related record are 
confidential are not 
available for public 
inspection unless

(A) the personnel board 
makes a finding of 
probable cause; or

(B) the subject of the 
complaint waives 
confidentiality;

(4) tinder this section, if the 
subject of a complaint 
waives confidentiality of a 
proceeding or a document, 
the entire proceeding is 
open to the public, and the 
entire document is 
available for public 
inspection;

(5) the personnel board shall 
make appropriate efforts to 
provide notice of the 
confidentiality____________

-------------------

(intentionally blank)



_____________

(intentionally blank)

Section 16-AS 39.52.340

Adds new subsec .ions:
“(d) A person may not disclose 
information that is confidential 
under (a) of this section.
(e) Except for a current or fonoer 
public officer covered by AS 
39.52.140(c), a person who violates 
(d) of this section is subject to a 
civil penalty of up to $5,000.
(0 The attorney general may 
enforce this section by filing an 
appropriate t.vil action.”

requirements of this 
section;

(6) this section governs 
confidentiality only for 
complaints filed under this 
chapter and does not alter 
confidentiality or the rights 
of any person for matters 
not connected with this 
chapter;

this subsection does not prevent a 
person from obtaining directly 
from a state agency a public 
record of that agency that has also 
been made available in connection 
with a investigation or a formal 
proceeding under AS 39.53.310 -
39.52.390.”

_______

(intentionally blank)

Version “S” Section 16 language 
removed from the “C” version.

Version “C” change carried forward
to the “ P” version.

(intentionally blank)

Section 14-AS 39.52.352

Adds a new section:
“Wrongful use of complaint, (a) 
The board may find there has 
been wrongful use of an executive 
branch ethics complaint if it 
determines, after compliance with 
due process requirements, 
including a public hearing, if 
requested, and a majority vote, 
that the complainant

(1) made a factual allegation in 
the complaint knowing the 
allegation to be false or 
with reckless disregard of 
the truth or falsity of the 
allegation; or

(2) did not reasonably believe 
that the facts alleged in the 
complaint, if proven, would 
constitute a violation of this 
chapter.

(b) The board may not find 
wrongful use of an executive 
branch ethics complaint under
(a)(2) of this section if the 
complainant filed the 
complaint in reliance on advice 
from the complainant’s 
attorney, a member or staff of 
the board, or an employee of 
the state acting in an official

Section 15 - AS 39.52.352

Adds a new section:
“Wrongful use of complaint, (a) 
The board may find there has 
been wrongful use of an executive 
branch ethics complaint if it 
determines, after compliance with 
due process requirements, 
including a public hearing, if 
requested, and a majority vote, 
that the complainant 
made a factual allegation in the 
complaint knowing the allegation 
to be false or with reckless 
disregard of the truth or falsity of 
the allegation.

(b) If, under (a) of this section, 
the board makes a finding of 
wrongful use of an executive 
branch ethics complaint, the 
board shall notify both the 
complainant and the subject of 
the complaint of its final 
determination under (a) of this 
section. The board
(1) shall provide to the subject 
of the complaint the name and 
last known mailing address of 
the complainant; and
(2) may recommend sanctions 

under AS 39.52.410 -
39.52.440.”



(intentionally blank)

------------------------------------------
capacity.
(c) If, under (a) o f this section, 
the board makes a finding o f  
wrongful use o f an executive 
branch ethics complaint, the 
board shall notify both the 
com plainant and the subject of 
the complaint o f its final 
determination under (a) o f  this 
section. The board
(1) shall provide to the subject 

of tne complaint the name 
and last known mailing 
address o f the 
complainant; and

(2) may recommend sanctions 
under AS 39,52.41 G -
39.52.440.”

(intentionally blank)

Section 1 7 - A S  39.52.380(a)

Adds cite:
“AS 39.52.230(b).”

Section 15 -  AS 39.52.380(a)

Same as Section 17 in the “S” 
version.

Section 1 6 -  AS 39.52.380(a)

Same as Section 17 in the “S” 
version.

Section 1 8 - A S  39.52.410(a)

Adds language pertaining to actions 
taken by the personnel board in the 
event o f  a violation which could 
include divestiture or establishment 
o f  a blind trust: “for a period o f  
time or under conditions 
determined appropriate, 
placement o f  the financial interest 
into an investm ent where the 
employee does not have 
management control over the 
financial interest”, restitution, or 
forfeiture.

Section 1 6 - A S  39.52.410(a)

Version “S” Section 18 language 
removed from the “C” version.

Furthermore, th^ following existing 
statutory language is removed: 
[ESTABLISHM ENT OF A BLIND 
TRUST].

Section 1 7 - A S  39.52.410(a)

Same as Section 16 in the “C ” 
version.

Section 19 -  AS 39.52.960(9)

Adds language to the definition o f  
financial interest which now also 
means:
“(C) an interest held by a public 
officer with a business associate”.

Section 1 7 - A S  39.52.960(9)

Same as Section 19 in the “S” 
version.

Section 18 -  AS 39.52.960(9)

S ime as Section 19 in the “S” 
version.

S ction 2 0 - A S  39.52.960(11)

Makes changes to the definition o f  
immediate family m em ber which 
now reads:
(B) another person “living in the 
same household”
[COHABITATING] with the person 
in a “sexual” [CONJUGAL] 
relationship that is not a legal 
marriage;
(D) a parent “or” sibling 
[GRANDPARENT, AUNT, OR 
UNCLE] o f  the person; [AND]
(E) a “child,” parent, or sibling o f  
the person’s spouse; “and
(F) a child, parent, or sibling of 
another person living in the same 
household with the person in a

Section 18 -  AS 39.52.960(11)

Same as Section 20 in the “S” 
version.

Section 19- AS 39.52.960(11)

Same as Section 20 in the “S” 
version.



sexuai relationship that is not a 
legal marriage”. (intentionally blank) (intentionally blank)

Section 21 - AS 39.52.960

A d d s  n e w  definitions:

“(23) ‘business associate’ means 
any person with whom a public 
officer jointly shares the 
management, control, or majority 
ownership of a business for the 
conduct of trade, commerce, the 
practice of a profession, or any 
other occupation engaged in for 
the purpose of providing income 
or potential income to the public 
officer, regardless of how the 
business is organized;
(24) ‘household’ means a social 
unit of those persons living 
together in the same dwelling.”

Section 19-AS 39.52.960

S a m e  as Section 21 in the “S” 

version.

Section 20 - AS 39.52.960

S a m e  as Section 21 in the “S” 

version.

Section 22 - AS 39.52.335(h)

Repealer.

Section 20. - AS 39.52.335(h)

Same as Section 22 in the “S” 
version.

Section 21. - AS 39.52.335(h)

Same as Section 22 in the “S” 
version.

Section 23

Effective date: January 1, 2006.

Section 21

Same as Section 23 in the “S” 
version.

(intentionally blank)


