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3/y/90

Original sponsor(s): Labor & Commerce Committee

IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 434 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing certain restrictions on 1insur—
ance directors and acting directors before, during,
and after state service."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.52 1is amended by adding a new section to read:

Sec. 39.52.175. RESTRICTIONS ON INSURANCE DIRECTOR. @ A
person may not hold the position of director ur acting director of the
division of insurance in the Department of Commerce and Economic
Development i1f at any time during the preceding year the person has
owned and controlled stock or other equity interest

(1) in an insurer or insurance brokerage if the value of
the stock or equity interest was over $5,000; or

(2 in a mutual fund if more than five percent of che stock
or other equity interests that constitute the fund are stock or other
equity interests In iInsurers or 1insurance brokerages.

(b) While holding the position, the director or acting director
of the division of insurance may not knowingly own and control stock
or other equity interest

(1) in an insurer or an 1insurance broker 11f the value of
the stockor equity interest is over $5,000; or

(2 in a mutual fund in which more than five percent of the
stock or other equity interests that comprise the fund are stock or
other equity interests in insurers or insurance brokerages.

(c) For one year after leaving the position a former director or

-1- CSHB 434 (L&C)
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acting director of the division of insurance may not knowingly own and
control stock or other equity interest

(D in an insurer or 1insurance brokerage 1f the value of
the stock or equity interest is over $5,000; or

(2 i1n amutual fund 1f more than five percent of thestock
or other equity iInterests that constitute the fund are stock or other
equity interests 1In insurers or insurance brokerages.

* Sec.2. APPLICATION. (€)) AS 39.52.175(a), as enacted by sec. 1lof
this Act, applies to aperson who assumes theposition of director or
acting director of the division of insurance on or after the effective date
of this Act.

(b) AS 39.52.175(c), as enacted by sec. 1 of this Act, applies to
person who leaves the position of director or acting director of the divi—

sion of i1nsurance on or after the effective date of this Act.

CSHB 434(L8C) -2-
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6-1584E
Bannister
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HE**»N N
Original sponsor(s): Labor & Confnerce Committee
IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 434 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND RF.RATON
For an. Act entitiejF: "An Act establishing certaijji/irestrietions on certain

state employees before, during, and after state

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 39.52 is amended by adding a new section to read:

Sec. 39.52.175. RESTRICTIONS ON INSURANCE DIRECTOR. (@ A
person may not hold the position of director or acting director of the
division of 1insurance 1in the Department of Commerce and Economic
Development if at any time during the preceding year the person has
owned and cont~rolled stock or other equity interest iIn an insurer.

(b) While holding the position, the director or acting director
of the division of 1insurance may not own and control stock or other
equity iInterest 1In an insurer.

(c) For one year after leaving the position a former director or
acting director of the division OF insurance may not own and control
stock or other equity interest In an insurer.

* Sec. 2 APPLICATION. (@ AS 39.52.175(a), as enacted by sec. 1 of
this Act, applies to a person who assumes the position of director or
acting director of the division of insurance on or after the effective date
of this Act.

(b) AS 39.52.175(c), as enacted by sec. 1 of this Acu, applies to a
person who leaves the position of director or acting director of the divi—

sion of insurance on or after the effective date of this Act.

1 CSHB 434(L8C)
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6-1584A*"
Bannister
1/18/90
BY REP. DONLEY
|
IN THE HOUSE
HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA i
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing certain restrictions on certain

state employees before, during, and after state
service."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.52 is amended by adding a new section to read:

Sec. 39.52.175. RESTRICTIONS ON INSURANCE DIRECTOR. Ca) A
person may not hold the position of director of the division of insur—
ance in the Department of Commerce and Economic Development 1f at any
time during the preceding year the person has owned stock or other
equity interest In an 1insurer.

(b) While holding the position, the director of the division of
insurance may not own stock or other equity interest in an insurer.

(c) For one year after leaving the position a former director of
the division of insurance may not own stock or other equity interest
in an insurer.

* Sec. 2. AS 39.52.180 1s amended by adding a new subsection to read:

@ A person may not become a lobbyist for at least two year

after leavirg the state office if the person served as commissioner or

deputy commissioner of a department in the executive branch, or direc- j

tor of a division within a department of the executive branch. For
purposes of this subsection, "lobbyist" has the meaning given in
AS 24.45. 171.

* Sec. 3. AS 39.-90 is amended h% uudITig a T»ew section to read:
Sec. 39.90.030. RESTRICTION ON EMPLOYMENT AND CONTRACTS AFTER
-1-
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LEAVINb STATE SERVICE. (@ In addition, to any other provision of
law, for one year aft.er leaving state service, an employee of a state
agency may not be employed by or work under contract for a person who
was awarded a contract with the state during the employee®s state
service, 1if the employee was directly involved in tils state"s procure—
ment procedures that resulted in the contract. In this suDseofion,
"state agency" means a department, institution, board, commission,
division, authority, public corporation, or other administrative unit
of the executive or judicial branch, and includes the University of

Alaska and the Alaska State Housing Authority.

(b) A person who violates this section subject to a civi

penalty not to exceed $5,000 for each violation. A penalty imposed

under this section is in addition to and not instead of other penal—

ties that may be imposed according to law, including criminal penal—

ties .

* Sec. 4. APPLICATION. (@ AS 39.52.175(a), as enacted by sec. 1 of
this Act, applies to a person who assumes the position of director of the
division of insurance on or after the effective date of this Act.

(b) AS 39.52.175(c), as enacted by sec. 1 of this Act, applies to a
person who leaves the position of director of the division of insurance on
or after the effective date of this Act.

(c) AS 39.52.180(d), as enacted by sec. 2 of this Act, applies to a
person who leaves the position of commissioner or deputy commissioner of a
department 1in the executive branch, or director of adivision within a
department of the executive branch, an or after the effective date of this
Act.

(d AS 35.90.030, as enacted by sec. 3 of this Act, applies to state

our.C6 ociviCc vit Ox ailLti xne yxiecxxvg ddXe Of

this Act.
-
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6-1584Ea’
Bannister

AMENDMENT

OFFERED IN THE HOUSE BY REP. BOYER

Page

Page

TO: CSHB 434 (L&) (draft 6-1584E, dated 2-13-90)

1, line 22:
Delete "a new subsection”

Insert "new subsections”

i, lines 23 - 29:
Delete all material
Insert the following new subsection., to read:
"(d) A person may not become a lobbyist for at least two years
after leaving a state position

(1) i1n the executive branch with a salary level of Range 21
or higher, as determined under AS 39.27.011;

(2) as commissioner, acting commissioner, deputy commis—
sioner, or acting deputy commissioner of a department iIn the executive
branch;

(3) as a special assistant to a commissioner or acting
commissioner ina department of the executive branch;

(4) as a special staff assistant or legislative staff
assistant in the Office of the Governor; or

(5) as a director or acting, director of a division within a
department of the executive branch or within the oificc nf management

and budget in the Office of the Governor.

-1- 2/14/90
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(e In (d) of this section, "lobbyist"” has the meaning given 1

AS 24.45.171."

Page 2, line 28, following "who", through page 3, line 3:
Delete all material and insert:
, on or after the effective date of this Act, leaves a position
("0 ill the executive branch with a salary level of Range 21 or
higher, as determined under AS 39.27.0)1;
(2) as commissioner, acting commissioner, deputy commissioner,
or acting deputy commissioner of a department in the executive branch;
(3) as a special assistant to a commissioner or acting commis—
sioner in a department of the executive branch;
(4) as a staff assistant in the Office of the Governor;
(5) as a director or acting director of a division within a

department of the executive branch or within the office of management and

budget in the Office of the Governor."

-2- 2/14/90



IN THE HOUSE BY THE LABOR b COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 434 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing certain restrictions on certain
state employees Dbefore, during, and after state
service."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.52 1is amended by adding anewsection to read:

Sec. 39.52.175. RESTRICTIONS ON INSURANCE DIRECTOR. @ A
person may not hold the position of director or acting director of the
division of 1insurance in the Department of Commerce and Economic
Development 1f at any time during the preceding year the person has
owned and controlled stock or other equity interest iIn an insurer.

(b) While holding the position, the director or acting director
of the division of insurance may not own and control stock or other
equity interest 1In an insurer.

(c) For one year after leaving the position a former director or
acting director of the division of insurance may not own and control
stock or other equity interest in an insurer.

* Sec. 2,, AS 39.52.180 1is amended by adding anew subsection to read:

(d) A person may not become a lobbyist for at least two years
after leaving the state office i1f the person served as commissioner,
acting commissioner, deputy commissioner, or acting deputy commission—
er of a department 1iIn the executive branch, or director or acting
director of a division within a department of the executive branch.

For purposes of this subsection, "lobbyist" has the meaning given in

AS 24.45.171.
-1- CSHB 434(L8C)
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* Sec. 3» AS 39.90 i1s amended by adding a new section vo read:

Sgc. 39.90.030. RESTRICTION ON EMPLOYMENT AND CONTRACTS AFTER
LEAVING STATE SERVICE. (@ In addition to any other provision of
law, for one year after leaving state service, an employee of a state
agency may not be employed by or work under contract for a person who
was awarded a contract with the state during the employee®"s state
service, 1f the employee was directly, personally, or substantially
involved in the state"s procurement procedures that resulted 1in or
contributed to the award of the contract. In this subsection, 'state
agency" means a department, 1institution, board, commission, division,
authority, public corporation, or other administrative unit of the
executive or judicial branch, and includes the University of Alaska
and the Alaska State Housing Authority.

(b) A -person who violates (a) of this section 1s subject to a
civil penalt > not to exceed $5,000 for each violation. A penalty
imposed under this subsection is in addition to and not instead of the
penally that uay be i1mposed under (c) of this section.

(c) A person who violates <a) of this section 1s guilty of a
class B misdemeanor.

* Sec. 4. APPLICATION. (@) AS 39.52.175(a), as enacted by sec. 1 of
this Act, applies to a person who assumes the position of director or
acting director of the division of insurance on or after the effective date
of this Act.

(b) AS 39.52.175(c), as enacted by sec. 1 of this Act, applies to a
person who leaves the position of director or acting directorof the divi—
sion of insurance on or after the effective date of this Act.

(c) AS 39.52.180(d), as enacted by sec. 2 of this Act, applies toa
person who leaves the position of commissioner, acting commissioner, deputy

commissioner, or acting deputy commissioner of a department iIn the

CSBB 434 (L&C) -
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executive branch, or director or acting director of a division within a

department of the executive branch,

Act.

@ AS 39.90.030, as enacted by sec,

leave state service on or after the effective date of

agency employees who

this Act.

on or after the effective date of this

3 of this Act, applies to s

CSHB 434(L&C)
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AgenQ/: Department of Commerce & Economic Development..

Distribution (bz_preparer):
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Requestor _ _
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 13, 1990

SUBJECT: Vagueness of language underlying criminal
provision (draft CSHB 434 (L&C)

TO: Representative Dave Donley
Chair, Labor & Commerce Committee

FROM: Theresa L. Bannister”?
Legislative Counsel

This memo accompanies the draft that you requested of a
Labor and Commerce committee substitute for HB 434.

Please be aware that the addition of a criminal penalty to
sec. 3 of the draft subjects the section to stricter scru—
tiny. Under this scrutiny the description of the prohibited
activity may be considered vague and may not survive consti—
tutional scrutiny under the due process provisions of the
federal and state constitutions. The problem is that the
conduct to be prohibited is not determined by sufficiently
specific standards. The average state employee may not have
adequate notice of when the employee is prohibited from
working for a person after leaving state service. The use

of indefinite words like "directly" and "substantially", and
indefinite phrases such as "that resulted in or contributed
to the award of the contract” create a vagueness in the pro—
hibition. Vagueness would also give government officials

too much discretion in the enforcement of the provision,
which could result in uneven and discriminatory enforcement.

If you want to retain the criminal provision, | suggest re—
working the language so as to be very specific.

IT | may be of further assistance, please advise.

TLB:pi
WKP2/038



JMaska (Court j8ustcm
State of "Alaska
OFFICE OF ADMINISTRATIVE DIRECTOR

303 K Street
JANALEE R STRANDBERG Anchorage, AK93501
Staff Counsel (907) 264-8228
February 6, 1990

House Labor & Commerce Committee

Alaska State Legislature

P. 0. Box Y

Juneau, AK 99811

Attn: Chairman Dave Donley

Re: HB 434 "An Act establishing <certain restrictions on

certain state employees before, during, and after
state service."

Dear Mr. Donley:
Although the —court system agrees with the restrictions on

employment for state employees set forth in Sec. 39.90.030 of
this bill, the court system would prefer to restrict judicial

branch employees®™ employment by court rule. Because the judicial
branch has 1its own personnel rules that restrict the outside
employment of current employees, enactment of Sec.39.90.030 by

court rule would enable the supreme court to maintain consistency
in its personnel rules.

Thank you for this opportunity to comment on HB 434. Please call
me i1f 1 can answer questions about the court system®s position.

Sincerely,

,Jan Strandbery
* Staff Counsel

JS:gb

cc: Representative Gruenberg
Representative Boucher
Representative Boyer
Representative Spohnhoiz
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HB 434: "An Act establishing certain restrictions on certain
state employees before, during and after state
service."

This department supports Section 1 of HB 434, if amended. The bill
prohibits the Director of Insurance from holding equity ownership in an
insurance company for one year before or after his or her tenure as
Director. This appears to address the concern that the position not be
subject to unreasonable influence or conflicts of interest potentially
related to such holdings. It also addresses the "revolving door™ concern.

While not covered by the proposal, similar concerns also exist for
insurance agents, insurance brokers, insurance adjusters, iInsurance
lobbyists, and attorneys with a significant insurance related practice.

An exception should be allowed for investments over which the Director
has no exercise of control. Examples of this include IRA funds invested
in a mutual fund which may contain insurance stock in its portfolio, or
the PERS funds which could also contain such investments. To resolve
this concern, we would recommend the addition of a new subsection on
page 1, following line 21, to read:

"(d) As used iIn this section, "stock or other equity interestl
does not include investments over which the Director or Acting
Director has no exercise of control."

The department takes no position on the remainder of the bill.

Date: *1/

LM/LW/dg16235D
2290b
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HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing certain restrictions
on certain state employees before, during,
and after state service."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section I, AS 39.52 is amended by adding a new section to

read:

Sec. 39.52.175. RESTRICTIONS ON INSURANCE DIRECTOR.
(@ A person may not hold the position of director of the divi—
sion of 1insurance in the Department of Commerce and Economic
Development if at any time during the preceding year the person
has owned stock or ether equity interest in an insurer.

(b) while holding the position, the director of the division
of insurance may not own stock or other equity interest in an
insurer.

(c) For one year after leaving the position a former director
of the division of insurance may not own stock or other equity
interest in an insurer.

* Sec. 2. AS 39.90 is amended by adding a new section to read:

Sec. 39.90.030. RESTRICTION ON EMPLOYMENT AND CONTRACTS
AFTER LEAVING STATE SERVICE. (a) In addition to any other provi—

sion of law, for -efte- TWO years after leaving state service, a
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public officer may not be employed by or work under contract for
a person OR ENTITY who was awarded a contract with the state
during the officer"s state service, if the public officer was
direet-ly PERSONALLY AND SUBSTANTIALLY 1involved in the state"s
procurement procedures that resulted in OR CONTRIBUTED TO THE
AWARD OF the contract. In this subsection, "public officer”
means

(1) an employee of a state agency; 1in this paragraph "state
agency"” means a department, institution, board, commission, divi—
sion, authority, public corporation, or other administrative unit
of the executive, legislative, or judicial branch, and includes
the University of Alaska and the Alaska State Housing Authority;

(2) a Legislator; and

(3) a member of a state board or commission.

(b) A person who violates this section is subject to a civil
penalty net to exceed $5,000 for each violation. A penalty
imposed under this section 1is in addition to and not instead of
other penalties that may be 1imposed according to law, including
criminal penalties.

(c) A violation of this section is a Class A misuemeanor.

* Sec. 3. APPLICATION, (a) AS 39.52.175(a), as enacted by sec.
1 of this Act, applied to a person who assumes the position of
director of the division of insurance on or after the effective
date of this Ace.

(b) AS 39.52.175(c), as enacted by sec. | of this Act,
applied to a person who leaves the position of director of the

division of insurance on or after the effective date of this Act.



(©) AS 39.90,030, as enacted by sec. 2 of this Act, applies

to public officers who leave state service on or after the effec—

tive date of this Act.



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.0. BOX'Y, JUNEAU 99611
(907) 45-3892

September 25, 1989

Jim Jordan, Acting Director
Division of Insurance - DCED
3501 C Street, Suite 722
Anchorage, Alaska 99503

Dear Mr. Jordan:

As per your conversation with Ginger Beim last week, enclosed is material
and draft legislation on various insurance issues from Robert Hunter at the
National Insurance Consumer Organization (NICO).

The Hc...e Labor and Commerce Committee will consider introduction of some
of the suggested legislation and 1°d like your response and comments as to
whether they are workable and appropriate for Alaska. Specific legislation
we will likely pursue includes:

1. Disclosure - I°ve requested a draft bill mandating insurer disclosure
as described in pages 6 and 7 of the enclosed material. What
information would the Division have if these disclosure statutes were
enacted that we do not have now? Do you have any suggestions that
would make these reporting requirements easier for insurers to comply
with and easier for the Divison to assimilate? Do you belive that the
additional information will be useful enough to justify the increased
paperwork requirements on both the insurers and the Division?

2. Require experience rating - [1°d appreciate your specific suggestions
as to how legislation mandating that all professional and commercial
risks in Alaska be experience rated should be drafted.

3. Require risk management - It seems both appropriate and necessary that
we require insurance purchasers and self insureds to set up risk
managment programs. Can you shed some light on the reasons why Alaska
statutes don"t already mandate risk managment programs and how we can
go about drafting legislation to accomplish it?

4. Allocation of medical malpractice costs - 1"m particularly interested
in legislation that would limit the number of "catagories™ iInsurance
compan-es can set for physicians licensed iIn the state for the
purposes of setting malpractice insurance rates to no more than four
(see enclosed exhibit NI). What, if any, pitfalls do you see in this
approach?

5. Closing the "revolving door"” - I°ve requested draft legislation
addressing the "revolving door™ issue for all state employees with



specific language that would prohibit the director of the Division of
Insurance from holding any stock or equity ownership in an insurance
company for one year before and after employment with the state.
Comments please?

Your immediate review of the enclosed material and response to this inquiry
is needed iIn order to have legislation drafted and ready to go for
Committee consideration early in the session. I have requested Legislative
Legal Services to prepare draft legislation on the above issues after
further consultation with you and your staff.

In addition, and at your leisure (ha!), I1°d like your comments and
suggestions on the following issues: permitting banks to act: as insurers,
establishing interstate insurance compacts, any amendments to existing
statutes that may be needed to protect consumers from arbtrary
concellations, establishing JUA"s, and prohibiting the "pass through” of
lobbying and oth.or non-appropriate expenses.

Thanks for your attention to this request. 1 look forward to your earliest
response.

Sincerely,

Representative Dave Donley, Chair
House Labor and Commerce Committee

PS: Welcome aboard!

Enclosure

dd/gb 189
c/jordan



STEVE COWPER. GOVERNOR

e PAE%BMEMTCOEMM EBICEFN% 2601 C STREET SUITE 740

DIVISION OF INSURANCE |

PHONE: (907) 562-3626

November 22, 1989

Honorable Dave Donley

Chair, House Labor and Commerce Committee
State of Alaska

House of Representation

P. 0. Box Y

Juneau, AK 99811

Dear Representative Donley:
This letter is to respond to your letter dated September 26, 1989 in which you

requested my comments on a number of topics for which legislation is being
contemplated. I will respond to those topics as identified in your letter.

1. Disclosure

The need Tfor more and better data is well recognized by all. The data
collected needsto be "fit" to the particular purpose for which it 1is
collected. Those purposes include insurersolvency analysis,, rate
approval/disapproval, market conduct (eg - unfair claim settlement practices

enforcement, availability and affordability analysis, and analysis of the
expected outcomes related to legislative proposals).

Generally, the information developed by the disclosure proposed by the
National Insurance Consumer Organization (MICO) will not Drovidemeaningful
information to the Division ofInsurance nor to the Legislature on amacro
economic scale. The basic reasons for this relate tothe statistical

credibility of the data. Wecould not practically require that the surplus
lines insurers report such data (Alaska has significant amount of coverage
categorized by MICO as ‘“other [liability" placed iIn this marketplace).
Additionally, large self-insurers (eg-State of Alaska, Municipality of
Anchorage) would not have its F"ata iIn this data base, Ffinally, due to the
small size of our population relative to the United States as a whole, the
frequency of loss will be low, and with the dollar amounts of claims being
subject to a great degree of variance, the datawill be statistically
ghastirnable.



Certain items identified on pages 6 and 7 of the material included with your
letter would be informative and useful. Spe:ifteally items 2, 3, 4, 6, 7, 9
and 10 would be informative. However, those items would only be of use if
collected nationally by all states. The appropriate mechanism  for
accomplishing the collection of this data would be through amendments to the
annual financial statement format as developed by the National Association of
Insurance Commissioners (NAIC). (Alaska Statute 21.09.200 requires the filing
with the Division of an annual financial statement by all licensed insurers in
a format in current use generally throughout the various states. The format
accepted iIn Alaska has generally been that adopted by the NAIC.) Attached as
Exhibit 1 is a recent letter (and attachments) from NAM) president, David
Gates (Nevada®s |Insurance Commissioner) to National Association of Attorney
General (NAAG). This letter responded to NAAG"s suggested data reporting
recommendations. As you can see this is a detailed analysis involving the
data collection spectrum which includes comment on items siwlHar to those in
NICO®"s recommendation. Exhibit 1 also identifies the information that Iis
currently available to the Division. Data submission on a nationally uniform
basis is imperative. Otherwise, comparisons with other jurisdictions would be
difficult, if not impossible; and the cost implications to the insurers (and
ultimately to the insurance consumer) and to the division would provide for
adverse consequences. Such adverse consequences would emDrace the willingness
of 1insurers to participate in Alaska®s insurance marketplace and for the
Division to conduct meaningful analysis with limited and, iIn siwe iInstances,
absent resources.

Therefore, 1 would suggest that we work toward adopting the v&rloun* NAIC model
laws and regulations pertaining to the various data collection and. reporting

schemes in conjunction with the various states. Furthermore, |1 would suggest
that periodic closed claim studies be performed with the data elements being
specifically tailored to the line, class, and subclass of coverage, Problem

classes or subclasses could be targeted for such studies. The data weald come
from the iInformation collected by the Division appointed examiners and
therefore would also be audited data as contrasted to data corairg from
required submissions from insurers which would need to be audited to assure
that the information is valid. Such studies would help to target problem
areas and would provide the basis fTor analysis of any proposed legislative
changes (eg - works®"s compensation benefit configuration or various 'tort
reforms'™). Such studies would need to be performed as a contractual basis due
to limited Division staff resources.

As the insurance industry either abandons or is forced out of the advisory
rate system, each insurer must develop its own rates. Each licensed insurer
subject to our prior approval rate law (AS 21.39) will have to support its
rates iIn terms of its loss experience, profit margins, and expenses. The WAI'C
is currently considering a new model rating law which 1 expect to be adopted
in December of this year. Attached as Exhibit 2 is the most current versini”
of the proposed model. If enacted by Alaska, this law v/ould provide for tl®
meaningful disclosure of data necessary for appropriate regulatory rati
analysis. However, the Division will need sufficient resources Tt
appropriately analyze this data such as actuaries and other rate analysts,
the Insurance Services Office (ISO) as of January 1, 1990, voluntarily, will
no longer file fully developed rates for its member and subscriber insurance
companies. It will Ffile only aggregated loss data and each member and
subscriber insurer will need to file its own fully developed rates including
its own margins for expenses, profit margins, and justification for its own



loss experience being reflective or not reflective of the aggregated loss
experience Tiled by IS0, The impact iIn the number of rate filings requiring
detailed review by the Division is dramatic. The number of rate filings
received currently 1is approximately 50 and has been estimated to increase to
as many as 2,000 per year. 1 believe this serves to underscore the need for
additional Division staff in tne form of a qualified actuary and rate analysts.

The examinations done of NCCI and the leading Alaska writers of automobile and

homeowner®s coverage are completed. I am currently awaiting the examination
reports (other than for NCClI which has been delivered and is expected to
become a public document 1in early December). These examinations will, 1

believe, provide direction concerning these areas iIn which enhanced data
collection efforts are needed.

The following are comnents concerning specific items found on pages 6 and 7 of
th® “"ICO report.

Item 1. A practical concern is expressed at theability to
determine what portion of a claim pay-out pertains to ™economic
damages'™, particularly non verdict directed claim payments
involving prospective damages (eg, Tuture wage loss or future
medical care). Such determinations tend to be very subjective and
based, no doubt, on guesswork related to what a jury would award.
Analyticalextrapolation of underlying data based on subjective
determinations would be suspect.

Item 5. |Investment income is developed on the aggregated invested
assets of an insurer. An allocation of that investment income to a
specific claim would be arbitrary and not very meaningful. (Of
interest to note 1is  thatthe Alaska®s proscribed pre-judgment
interest rate has in the last few years exceeded the rateof
interest which can be generated by an insurer through prudent
investments.)

Item 8. An allocation of unallocated loss adjustment expenses
(which are exposes pertaining to the general overhead associated
with the aju ration all claims) by claim or claim classification
would be arbitrary and would be of [limited value. Different
insurers would not necessarily allocate these expenses in a like
manner which would limit the use of this data for comparative
purp as.

Item 11. This item in its current form would be moot based on the
passage of Initiative =2 last year.

2. Require Experience Ratings

The generic term, 'scheduled rating plan,” refers to rating mechanisms that
adjust the rates for a specific insured"s risk characteristics. Experience is
but one of several significa-"4 elements iIn scheduled rating plans and can be
utilized in scheduled racing ~lans on either a prospective or retrospective
basis. In other words, good past loss experience may provide for a lower rate
for a future period of time iIf it is predictive of future loss experience; and
can provide for a retrospective rate credit or dividend if loss experience is



good and is statistically credible. Therefore, this element of scheduled
rating is primarily applied by most insurers to the large commercial Insureds
and Alaska is no exception in this respect.

(Other elements that can provide for rate credits are risk management, and
loss prevention programs.)

It is my belief that many professionals and small businesses pay a set rate

without consideration of these individual characteristics. 1 believe this is
primarily due to the small size and diversity of the typical Alaskan business,
and that statistically credible 1o0ss data is not generated in Alaska. 1 would

surmise that insurers generally feel it is not cost effective to develop
rating plans that would be able® to appropriately "Alaskanize™ credible data
from other states to form a basis to develop sophisticated scheduled rating
plans for Alaska®"s small businesses. (Lack of appropriate, uniform existing
data may also serve as an impediment.)

1 would be reluctant to limit any requirement for scheduled rating plans to be
limited only to one elemert based on claim free experience or relatively Ilow
loss experience based upof the above. It is not likely that small businesses
would be entirely clail) free. Additionally, physicians, like other
professionals in Alaska, are relatively few in number and the circumstances of
their practice vary significantly based upon the locale of the practice. This
may result iIn unintended adverse ilmpacts such as, in the absence of mandatory
insurance coverage, increases in the number of uninsured professionals
resulting iIn increased difficulty for an iInjured person to receive appropriate
compensation. Those physicians located in small communities who provide a
broad range of medical serves would be most likely to be penalized by such a
system due to the inherent increased risk (eg. providing care which in larger
cities would be provided by a specialist who creates the standard of care).

An alternative would be to mandate well documented schedule rating plans.
Risk management and loss elements being more significant elements than
individual loss experience for the smaller risk. The Division would need to
expand its market conduct examination activities to ensure that the
application of such scheduled rating plans are being applied in an appropriate
manner and are not unfairly discriminatory in their application. (Michigan,
for example, allows scheduled rating plans for worker®s compensation but
establishes a rebuttable presumption that all such plans are unfairly
discriminatory in their application.)

3. Require Risk Management

"Risk Management™ 1is a developing profession and discipline. Attached as
Exhibit 3 is a copy of "The Risk Management Audit” written by H. Felix Kloman,
Principal and Vice President, Tillinghast, Nelson and Wirren. Kloman outlines
the risk management process as one that involves risk assessment, risk
financing, and risk control. The process outlined, by Kloman is the classic
risk management process which 1iIs time consuming, complex, and expensive- but
potentially very rewarding to the client that undertakes the effort. It 1is
only the large client that 1is able to utilize su".h a process on an
economically feasible basis.



It is not practical to require that all insureds and self-insurers undertake
risk management programs. Insufficient resources exist in Alaska to provide
risl, management services to Alaska®"s approximately 30,000 employers.
According to testimony received at the Division®™s recent public hearing in
regards to work place safety programs approximately 12 qualified in-state
people and 6 out-of-state people are available to provide such services (and
perhaps a "few'" non-insurance professionals). Additionally, testimony
indicated no established college curriculum exists il Alaska"s universities
pertaining to risk management and that the Pacific Northwest provides college
degree programs graduating only 30 to 40 persons per year. Large insureds
generally are able to secure risk management services. So, the problem
primarily rests "ith Alaska®"s small enterprises and 1 believe we need to find
a way to make risk management serves available to them. (See Exhibits 4 and
5 for additional current articles pertaining to this subject.)

One possible alternative would beto utilize the expertise of Alaska“s
Department of Labor personnel to provide loss control/safety services on a fee
basis. However, 1 would suspect that Alaska®s businesses would not be
receptive as the Department of Labor also is an enforcement agency — ‘'the fox
in the henhouse".

Another possibility would be to require that all insurers be required
identify a separate element in their rate filings for risk management and loss
control and require that such increment of the premium actually be spent to

provide those services. Incentives could be provided such as allowing
insurers to deduct from premiums the funds spent on loss control for purposes
of premium tax computation. However, testimony received at the Division®s

public hearings on work place safety programs indicated that some iInsurers
were curtailing their loss control and safety inspection effortsas the result
of the Van Biene decision which is attached as Exhibit 6.

4. Allocation of Medical Malpractice Costs

You asked what pitfalls 1 see in the approach of limiting the number of rating

“"categories” to no more than four. I would expect, first of all, that those
physicians whose premiums 1increase to protest loudly. Additionally, those
physicians with increased premiums may be more- inclined to go uninsured. It

is also possible that piysicians, who currently refer patients to specialists,
would perform more of the services currently provided by the specialists.
This is predicted on that physicians are allowed, by licensure, to perform
medical care in all aspects and levels; and If a physician perceives that he
or she 1is paying for the risk associated with the services provided by a
specialist why net perform the service as long as he or she is paying premium
for that risk anyway. (Under existing law AS 21.36.090(b) would provide a
basis for a physician subsidizing other physicians to allege unfairly
discriminatory treatment.)

Technically speaking, the rate categories should be such that they include all
insureds with like risk characteristics. Limiting rating categories may be a
way to accomplish other socially desirable object.ives--such as to encourage
specialists to practice in Alaska and in rural settings. However, 1 am wary
that such a limitation would provide enough incentive to bring a sufficient
number of specialists to rural Alaska. Other incentives may be more
effective, such as a program to pay-off medical school debt in return for a
certain number of years of practice iIn a rural setting.



5. Closing the ™Revolving Door™

1 personally have no problem with a prohibition of a director of the Division
of Insurance from holding any stock or equity ownership in an insurance
company for one year before or after employment with the state. However, 1
believe ‘'safe harbor" provisions need to be considered in certain
circumstances. For example, 1 personally have my IRA funds invested iIn a
mutual fund which may or may not contain, iIn 1its portfolio, the stock of
insurers. I exercise no direct control over the portfolio mix of iInvestments
and don"t feel that 1 should be subject to some penalty for a mutual fund
containing some Insurance stock. Also, the PERS funds could be partially
invested In iInsurance company stock. Again, a situation that neither 1 nor any
future director would have control over.

1 look forward to working with you on the above complex and iIn some instances
inter-related issues. Frankly I"ve not been able to avail myself or my staff
of the leisure time tj seriously consider the other issues mentioned in ycur
letter. However, briefly though not thoroughly considered:

Allow Banks to *.ct as insu.rers--not a good idea, impossible to el inmate
tying.

Interstate Insurance Compacts — possible but difficult as states fight
for insuring capacity to be expended in their own jurisdiction

Consumer Protection, Arbitrary Cancellations — no current suggestions

Establishing JUA"s — no current suggestions or comments; but see Exhibit
7 for information on worker®s compensation state funds; and

Prohibiting 'Pass Through™ of lobbying and other non-appropriate expenses
-- we may have the authority currently to prevent such practices for
those types of insurance for which rate filings are required.

Sincerely,

James J. Jordan
feting Director
ADivision of Insurance

JJ/sh BACKup Twform~tui/U
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P.0. Box 103628

Anchorage, AK 99510
26 November 1989

House Labor and Commerce Commitee
Alaska State Legislature

P. 0. Box Y
Juneau, AK 99811

Dear Sir:

Subject: House Bill 309 (landlord-tenant law changes)

This is a good bill, please enact it into law.

I own and manage 10 apartments in 3 buildings. I have had
experience with the landlord-tenant law and I support the changes
HB 309 makes. I especially like the following changes:

1. reducing the notice-to-guit time to seven days from ten

days in an FED procedure
2. abandoned apartment and disposal of abandoned personal

property obligations and procedures,
3. allowing the acceptance of partial payment 1in an FED
procedure (with the time pro-rated).

If HB 309 1is altered I would suggest reducing the notice-to-quit
time in an FED procedure to five days. The current law is ten
days which 1is to liberal. The current proposal is seven days
which is better, but five days would be best.

The landlord-tenant law has not been revised for several years.
The law should be revised to make it fair, effective and relevant
to today’s problems. Please enact House Bill 309.

Sincerely,

Jerry Lee Gottbehuet






HOUSE LABOR AND COMMERCE COMMITTEE  __

ALASKA STATE LEGISLATURE P.O. BOX'Y, JUNEAU 99811
(907) 465-3892

HOUSE LABOR AND COMMERCE COMMITTEE

Public Hearing and Committee Worksession Schedule
November 28 - 30, 1989

TUESDAY, NOVEMBER 28, 1989 (Groundfloor Conference Room - Anchorage LI0O)

9:30 a.m. to noon - Proposed "Revolving Door™ Legislation
HB 309 - Amendments to Alaska®"s Landlord/Tenant Act

2:00 to 4:00 p-m. - Automobile Insurance Issues
HB 355 - Uniform Premium Tax

WEDNESDAY, NOVEMBER 29, 1989 (Groundfloor Conference Room - Anchorage LIO)

9:30 a.m. to noon - Medical Malpractice/Liability Bills
Including:
HB 146 - Medical Board Licensing
H3 334 - Required Liability Insurance
HB 336 - Medical Malpractice Review panels
HB 337 - Hospitals as ™"also insureds”
HB 345 - "No Fault" Compensation Fund
HB 349 - Medical Malpractice Matching Fund
HB 350 - Funding Source for HB 349

Proposed Medical Malpractice Liability Insurance
Legislation

Continuation of Medical Liability Insurance Bills
and Issues

2:00 to 4:00 p.m.

Thursday, November 30, 1989 (Fifth Floor Conference Room - Anchorage LIO)

9:30 a.m. to noon - Wrap up testimony & consideration of Medical
Liability bills and Issues

Thursday, November 30, 1989 (Fifth Floor Conference Room - Anchorage LI0)

5:00 to 6:00 p-m. - Workplace Safety Programs
HB 286 - Workplace Safety Violations

Proposed Wage and Hour Legislation
For further information, contact Representative Dave Donley, Chair, House

Labor and Commerce Committee, 3111 C Street, Suite 450, Anchorage, Alaska
99503 or call Ginger Baim at 561-7629.



November 24, 1989

MEMORANDUM

To: Representative Dave Donley, Chair
House Labor and Commerce Committee

From: Ginger Baim, Committee Assistant
Re: Suggested changes for HB 309 - Landlord Tenant Act

Michael Jungreis, a local attorney who often represents landlords in
landlord/tenant disputes, called this morning with two suggested amendments
to HB 309.

Specifically, Mr. Jungreis suggested that when there is evidence of a
rental agreement between the landlord and tenant, the tenant should be
prohibited from arguing during an action for possession that the landlord
was not the true owner of the premises and therefore, had no right to
evict.

Mr. Jungreis also said that it was unfair tuat a landlord may first hear of
a complaint against the rental property when a tenant is defending against
an eviction and suggested language that clearly requires a tenant to inform
a landlord in writing of any complaints about the property and to show
evidence that they have done so before the tenant can offer arguments based
on those complaints during an eviction proceeding.

Mr. Jungreis went on to say that he felt the most important change we could
make to Alaska"s Landlord Tenant Act was to replace the overly vague
language of the act with clear and certain language. He specifically
applauded the provisions in HB 309 regarding siiiall claims action and the
clarification that partial payment does not excuse a tenant from the
obligation to pay rent in full in order to "stop the clock”™ on certain
actions.

Mr. Jungreis, 237 E. Fireweed, Suite £302, Anchorage, Alaska 99503
(275-G219), will not be able to attend the November 28 public hearing but
will follow up his phone conversation with written testimony at a later
date.

cc: Michael Jungreis

dd/gbi8o
b/hb309-1



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.0. BOX'Y. JUNEAU 99611
(907) 465-3892

November 13, 1989

MEMORANDUM

ro: Gordon Harrison, Director
Legislative Research Agency

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Research request - "Revolving door' legislation

The House Labor and Commerce Committee willbe considering draft
legislation dealing with the conditions under which a public employee can
return to private sector work (“'revolving door legislation') during a
public hearing on Tuesday, November 28, 1989.

I am writing to request a Legislative Research report on other state and
federal legislation concerning restrictions or conditions on public
employee reemployment in the private sector including:

1. Employment with a private business by a former public employee who may
have been involved with a public procurement awarded to the private
business.

2. Employment with a private business where a former public employee had
regulatory responsibility while serving as a public employee or may
have been privy to information not generally available to"the public
chat would be of personal monetary benefit to the employee or company
for which they work...

3. Offers or acceptance of offers of private employment while a public
employee.

4. Any restrictions or conditions on private employment before entering
public employment, (i.e. prohibiting the Insurance Commissioner from
having an ownership interest iIn an insurance company for one year
prior to appointment as a Commissioner).

Your report should include a review of any existing state laws or
regulations concerning this issue. A review of federal law regarding
employment of former military personnel may be useful. In addition, "the
NCSL may have this information readily available.

I"1l need this report by November 22 in order to include it with committee

files so that members will have time to review the information prior to our
hearing. Please call Ginger Baim at 561-7629 if you have any questions or

need additional information.

"
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LEGISLATIVE AFFAIRS AGENCY
MEMORANDUM August 29, 1989
SUBJECT: Bill restricting employment and contracts after
leaving state service (Work Order No. 6-1584)
TO: Representative Dave Donley
FROM: Theresa L. Bannister

Legislative Counsel

This memo accompanies the bill that you requested to
restrict the employment and contracts of public officers
after they leave state service. Please note the following:

1. the restriction covers contracts as well as employment;
otherwise a contractual arrangement might be used to circumvent

the restriction;

2. the restriction will have little practical effect unless
there is a penalty; you may wish to consider imposing a criminal
penalty or a civil penalty; AS 39.52.410 - 39.52.460 contain

the penalty provisions for the present restrictions on post—
service employment in the executive branch (AS 39.52.180); |

do not believe that those penalty provisions are particularly
good ones, but they will show you what has been done in the

past in this area;

3. the definition of state agency includes the University
of Alaska and public corporations; however, if you want it
to include the Alaska Railroad Corporation or the Alaska
State Housing Authority, they should be listed in the
definition;

4. 1 have added a transition section (sec. 2) to clarify
which public officers this restriction applies to.

IT you have questions about the provisions | have added or
about the penalty section for the t*ll, or if you wish to
make changes, please advise.

TB mi
wkmi4/077
Enclosure



WORK DRAFT WORK DRAFT PAAFTAL - WORK DRAFT

6-1584A ~
Bannister
8/29/89
1IN THE HOUSE BY DONLEY
2 HOUSE BILL NO.
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - SECOND SESSION
51 A BILL
6 Foran Act entitled: "An Act relating to employment and contracts after
! leaving state service."
8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 39.90 i1s amended by adding a new section to read:
10 Sec. 39.90.030. RESTRICTION ON EMPLOYMENT AND CONTRACTS AFTER
1 LEAVING STATE SERVICE.For one year after leaving state service, a
12 public officer may notbe employed by or work under contract for a
13 person who was awardeda contract with the state during the officer’s
5 ) state service, if thepublic officer was directly involved 1in the
151" state®s procurement procedures that resulted in the contract. |In this
16 section, "public officer" means
17 (1) an employee of a state agency; 1in this paragraph "state
18 agency"™ means a department, institution, board, commission, division,
19 authority,public corporation, or other administrative unit of the
2 executive, legislative, or judicial branch, and includes the Univer—
2 sity of Alaska;
22 (2) a legislator; and
23 (3) a member of a state board or commission.
24 * Sec. 2. This Act applies to public officers who leave state service

2> on or after the effective date of this Act.
26
2T
28
29
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them to independently recommend the appropriate level of
insurance rates.”

The states should pass legislation requiring insurance
departments to have on staff a specified number of actuaries
auditors, investigators and other professionals, and

appropriating adequate funding for such positions.

5. Close the "revolving door-"1

While some insurance commissioners are dedicated to the
public interest and do yeoman work with limited resources,
others lack the will to stand up to the insurance industry.
For example, the GAO study found that most regulators do not
have an "arms-length relationship” with the industry, ar.d
that about half of all insurance regulators come from and
return to the insurance industry.

Clearly, prior experience in the insurance industry
yields expertise helpful in regulating the industry.
Conversely, one can learn much about the industry from
regulating it, and can use that knowledge productively within
the industry after leaving the insurance department.

Yet regulators must always hold uppermost the broad
public interest, not the narrow, albeit legitimate, private
interests of insurance companies, and an insurance
commissioner must never allow his vigilance in guarding the
public interest to be compromised by his looking toward a
future job within the industry. Therefore, to eliminate the

appearance of any conflict of interest, states should pass

22



legislation that would require state insurance commissioners
to wait five years before going to work for any company they
had regulated.

States should also seriously consider a3 candidates for
insurance commissioner qualified individuals who have not
worked in the insurance industry.

A bill that has gathered substantial support in Congress
in the wake of the Michael Deaver scandal, which can be
adapted to apply to state insurance commissioners and the

insurance industry, 1is attached as Exhibit K.

5. Establish an Office of Insurance Consumer Advocate

Perhaps because insurance is such an arcane and
seemingly boring issue, the consumer 1is rarely if ever
represented in insurance rate hearings. This lack of
consumer presence 1is compounded by the lack of an ™"arms-
length relationship”, as the GAO study put it, between the
insurance industry and insurance regulators.

An insurance consumer advocate would represent the
consumer point of view at rate hearings and ensure that the
insurance department does not rubber stamp insurance company
rate requests. An insurance consumer advocate might also
cause insurance companies to moderate their requests for rate
increases. A handful of states (South Carolina, Maine,
Oklahoma and New Jersey) have already established such
offices. New Jersey®s 1is particularily effective: the cost
of the consumer advocate"s intervening is billed back to the

insurance company seeking the rate increase, thus creating an



EXHIBIT K,

To mend chapter 11 of title 18. United States Cede, to prohibit the President,
the Vice President, certain other former Federal civilian and miiit/uy person*
net. and Members of Congress from representing or aavising cr.tain forelgn
entities for a period of 4 years ifter leaving Government serice, and tor
other purposes.

EN THE HOUSE OF REPRESENTATIVES

June 26. 1986

Mr. Guckman (for himself. Mr. Wolpb, Ms. Eajtub, Mr. Fiaxk, Mrs
Schxoedbe. and Mr. Flan) introduced the following bill: rhich was referred
to the Committee on the Judiciary

A BILL

To amend chapter I of tide 18, United States Code, to
pronibit the Presicent, the Vice President, certain other
former Federal civilian and military personnel, and Members
of Congress from representing or advising certain foreign
entities for a period of 4 years after leaving Oovemme.at
service, and for other purposes.

1 Be it enacted by the Senate and House of Representa-
2 lives of the United States of America in Congress assembled,
3 SECTION L SHORT TITLE.

4 This Act may be cited as the *Foreign Representation
5 Restrictions Act of 1986".
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1 SEC. 2 LIMITATIONS ON REPRESENTING OR ADVISING CER-

2 TAIN FOREIGN ENTITIES.

3 (@ In General.—Chapter 11 of tite 18 United
A States Code, is amended by inserting after section 207 the
5 following new section:

6 "§207a Limitation on the representation or advising of

! certain foreign entities by certain former
8 Federal officers and employees and members
9 of the uniformed services

10 *“(a) Any person who Serves as an officer or employee,
11 or a memoer of a uniformed service, described in sulbsection
12 (), may not, during the 4-year period after that person's
13 service assuch an officer or employee hes ceased, in connec-
14 tionwith anytransaction with the United States Govem-
15 raent, act & an agent or attorney for or otherwise represent
16 oradvise—

17 *(1)the government of a foreign country;
18 *(2)a foreign political party; or
19 “(3)a business enterprise the decisionmaking of

20 which is controlled, directly or indirectly, by a foreign
2l government or foreign governments.
22 "“(oXl) Any person described in subsection (C) who
23 knowingly and willfully violates sulosection (a) shall be im-
24 prisoned for not more than two years and shall be subject to
25 afine in the amount provided in this title

[ ]
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“(2) Any person described in subsection (c) who know-
ingly and willfully violates subsection (a) shall be subject to a
civil penalty of $50,000, or the amount of compensation
which the person received for the prohibited employment or
other activity, whichever amount is greater. The Attorney
General may bring an action under this paragraph in an ap-
propriate  United States district court against any such
person. A violation under this paragraph must be established
by a preponderance of the evidence. The penalty under this
parsigraph is in lieu of the penalty under paragraph (1).

*(c) The prohibitions set forth in subsection (a) apply
f0—
“(1) the Presicent of the United States;
*(2) the Vice President of the United States;
*(3) the head of each executive department as de-
fined in section 101 of title 5;

“(4) an individual who—

“(A) Is appointed by the President under sec-
tion 105(aX2XA) of title 3;

“® is appointed by the Vice President
under section 106(a)(1)(A) of title 3;

“(C) Is not clescribed in paragraph (3) or sub-
paragraph (A) or (B) and Serves in a position in
level I, level 11, level HI, levei IV, or level V of
the Executive Schedule; or
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"(D) is a member of a uniformed sencee in a
pay grade of 0-7 or higher and isseving on
active oy, .and

*(5) each Member of Congress.

*(dXI) For purposes of subsection (c)(4)(D), theterm
‘Uniformed services' mesas the Army, Navy, Air Force,
Marine Corps, Coast Guard, National Oceanic and Atmos-
pheric Administration, and Public Health Service.

"(2) For purposes of this section, the sencee of a
member or former member of a uniformed service shall ke
considered to have ceased upon such member's discharge or
release from active duty.

“(eXI) An incividual  dlescribed In- subsection (c) may
apply—

"(A) 1o the Attorney General in thecase of au i+
dividual cescribed inparagraph (1), (2), (3), or (4) of
Subsection (), or

"(B) to the Committee on Standards of Official
Condluct of the House of Representatives, or theSelect
Committee on Ethics of the Senate, & the e may
be, in the case of a Member of Congress,

for a waiver of the applicability of the prohibition contained
In sulosection (3) with respect to employment or another ac-
tivity prohibited by sulbsection (a)

eatan m
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«@ The Attorney General, or the appropriate commit-
tee referred to in paragraph (1)(B), a? the case may be, may
3 grant a waiver under paragraph (1) if the applicant can dem-
4 onstrate th& the proposed employment or other activity—
5 “(A; tfouid not harm the security, .trade, or other

national interests of the United States; and

“(K' would not create an undue appearance of
conflict of 'merest,

*(3) An individual who applies for a waiver under para-
10 graph (1) and who gocs not receive a determination under
11 paragraph (2) on the waiver withix 90 days after the applica-
12 tion Is made may accept the employment, or engage in the
13 activity, with respect to which the application is made.

14 “(4) Upon the filing of any application for a waiver
15 under this subsection, and upon the granting of any such
16 waiver, notice of such filing or granting shall be published—
17 “(A) in the Federal Register, in the case wf appli-
18 cations to, and waivera granted by, the A™omey Gen-
19 eral; or

20 “(B) in the Congressional Record, in the c\se of
2 applications to, and waivers granted by, a committee
00 referred to in paragraph (1)(B).

23 “(f) If the Attorney General has reason to beiieve that a
24 person Is engaging or is about to engage in employment or
25 another activity in violation of subsection (a), the Attorney
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1 General may petition an appropriate United States district
2 court for an order prohibiting that person from engaging in
3 SUch employment or activity. The court may issue slich orcer
4 If it finds that such employment or activity does or would
5 violate subsection (a). The filing of a petition under this sut-
B section does not preclude any other remeay which is avail-
7 able by law to the United States or any other person.”.

O () recnnicar amenamenc— INE table of Sections
9 for chapter 11 of title 18, United States Cod, Is amended by
10 inserting after the item relating to section 207 the following
11 new item;

“207%. Limit*tvxi on tha rapmtrauukra or idrining of certain foreign entities by
certain former Federal officers and employee* and members of the
uniformed semem.".

12 SEC. 3.0THER CONFLICTS OF INTEREST.

B (@ oecignacion or separace Aoencios ana BUY
14 reads.—SUbsection (¢) of section 207 of tide 1S, United
15 States Code, is amended to read as follows:

16 “(eXI) For purposes of subsection (c) and except as pro-
17 viced in paragraph (2), whenever the Director of the Office of
18 Government Ethics determines that a separate statutory
19 agency or bureau within & department or agency exercises
20 functions which are distinct and separate from the remaining
21 functions of the department or agency, the Director shall by
22 rule designate such agency or bureau as a separate depart-
23 ment or agency.

an it
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*(2)(A) For purposes of subsection (c), a designation of
an agency or bureau under paragraph ().) shall not apply with
respect to—

“(I) a former head of that designated agency or
bureau; or

“(ii) any former officer or employee of the depart-
ment or agency within which the designated agency or
bureau exists, if the official responsibilities of the offi-
cer or employee included supervision of that designated
agency or bureaul.

“® For purposes of paragraph (1), the Executive
Office of the President shall be considered a department or
agency without any separate agencies or bureaus.

(b) Civil Penalty; Obdehs Peohibiting Ac-
tivity.— Section 207 of title 18, United States Code, is
amended by adding at the end the following:

“(k) Any person who violates subsection (a), (b), (c), or
(0) shall be subject to a civil penalty of $50,000, or the
amount of compensation which thfc person received for the
prohibited employment or uttfer activity, whichever amount is
greater. The Attorney General may bring an action under
this subsection in an appropriate United States district court
against any 'such person. A violation under this subsection
must e established by a preponderance of the evidence. The
penalty under this subsection is in lieu of the penalties Other-

'S MITO
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13
14
15
16
17
18
19
20
21
22
23
24
25

8
wise provided in this section for violations of subsection (a),
). (C), or (@).

"0) If the Attorney General baa reason to believe that a
person is engaging or is about to engage in employment or
another activity in violation of subsection (a), (b), (c), or (g;f
the Attorney General may petition an appropriate United
States district court for an order prohibiting that person from
engaging in such employment or activity. The court may
issue such order if it finds that such employment or activity
does or would violate subsection (a), (b), (c)f or (). The filing
of a petition under this subsection does not preclude any
other remedy which is available by law to the United States
or any other person.”.

SEC. 4. EFFECTIVE DATE.

() 1n Gent2Ba1.—SUbjeCt to Subsections ) and (c),
this Act and the amendments made bv thin Act take effect on
January 1, 1967,

f0) For section 3(a)— SUbject to subsection (c), the
amendment made by section 3(a) takes effect on the date of
the enactment of this Act.

(c) Effect on Employment.— (1) The amendments
made by this Act do not, except a3 provided in paragraph (2),
apply to a person whose service as an officer or employee to
which such amendments apply terminated before the effective
date of such amendments.

AESOT NI
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1 (2) Paragraph I!" does not preciude the application of
2 the amendments made by this Act 1o a person with respect to
3 sendee as an officer or employee by that person on or after
" the effective date of such amendments.
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HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.0. BOX'Y, JUNEAU 99811
(907) 465-3892

November 23, 1989

MEMORANDUM
To: Members, House Labor and Commerce Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Draft "Revolving door™ legislation

Attached is a copy of proposed "revolving door"™ legislation governing the
conditions under which a public employee may return to private sector
employment.

The current draft specifically addresses two circumstances:

1. The Director of the Division of Insurance cannot own stock or
hold an equity interest in an insurance company for one year
before or after serving as Director or during the time that they
serve as Director.

2. A public employee may not be employed by or work under contract
for a person who was awarded a contract with the state during the
employees service if the employee was directly involved in the
state®s procurement procedures that resulted in the contract.

3. Persons who violates these sections are subject to a civil
penalty not to exceed $5,000 for each violation in addition to any
other penalties that may be imposed according t,, law, including
criminal penalties.

Included in your files is a multi-state survey and information on revolving
door legislation from the National Conference of State Legislatures. Also
included is a copy of a National Insurance Consumer Organization report by
Robert Hunter suggesting "revolving door'™ conditions on state insurance
commissioners and directors.

The Committee may wish to consider other circumstances where some statutory
change may better protect the public interest, such as restrictions on
employees who may have had regulatory responsibility for a particular
industry or who may have been privy to confidential information during the

course of their public employment.

dd/gbi 89
b/door
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TABU 20 écontinued
SUBSTANTIVE RESTRAINTS ON AOMIHES OF GOVERNMENT OmOAI5AEMHXJYEES
(As of January 1,1968)

Key:
—KI restralnts/Not a? licable
A A mlnlstr_atlvF regulation
C Constitutiona
E Executive order
l‘L{%\ase law i
ency rulin
SStgtut_o¥y g o )
* Restricted activity; source of resoiction unavailable. _ S _ _ . _
(a) The majority of the several hundred citations In the Illinob Revised Statutes which might be described as ‘Conflict of Interest* Incharacter apgly to specific agendes, offtceis or Frograms and
arfscmeﬂmes,furtherImpt)lemented,b agency rulec; "dminlstrative requlation. A n¥mbergarr ?_IVI| enalti _forvml(?tlon,althou ha number encompass criminal sanctions. There are also
r umberof(?rlmmal statutes p%rtammé/to brivery and o |?,|al,m|sconduc which are ot generic application to officer* and employees Istate and local government. Howeve; there b no separate
statutory code of conduct applying evenly throdghout Illinois state government
h) House and senate rules. o T _ _
No substaptive restraints fall within the jurisdiction of the Ethical Practices Board.
Judges only.
Agency opinions. _
‘Not encompassed within the Sfate Ethics Act
| gtate em Iog/tere_contract o prohibits It
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d
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h) Statutory restrains for a few.
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ALABAMA

Alabama Ethics Commission

817 South Court Street, Suite 2B Annex
Montgomery, Alabama 36104
. (205) 261-2997

Executive Director:  Melvin G. Cooper

Legisla',”>n. No exemption for firemen. - In 1986. the Alabama Legislature
amended ,,c Ethics Law to bring ail public officials and public empl_oKees Y}
the state, county and municipal levels of government in Alabama within the
standards of conduct embodied in the law. Du_rlngb the 1988 Regular Session of
the Alabama Legislature, bills were introduced in both the House and Senate to
exempt all firemenfrom the law.  Some saw this legislative initiativeas a
subterfuge intended to lead to exemption of all law enforcement officers. The
ethics commission opposed these bills.  They did not pass.

Litigation: Uiolation requires actual conflict. - The Alabama Court of Criminal
Appeals in the case Of «irkiang ve scate etnics commission rUled that anactual
conflict of interest must be shownto convict apublic official for violating  that
section ofthe Ethics Law which reads as follows: "No public official or em-
ployee orhis family shall solicit or receive any money in addition to that re-
ceived hythe official or employee in his official capacity for advice or assis-
tance on matters concerning the Legislature, an executive department or any
public regulatory board, commission or other body." The Alabama E'hics had
contended that ‘the aforementioned section set out a conflict whenever a Fub-
lic official solicits and accepts money for advising or assisting an individual in
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a matter involving a regulator}' agency of government.  The Commission did
not appeal.

Legislation: Postemployment bill fails. - A post employment bill drafted by
and recommended by the Ethics Commission did not pass. It did not get out of
committee.

Legislation: Uoting Rights flct. - A 1986 act of Alabama'sLegislature required,
effective 1988, candidates for election tolocal offices to file statements of their
financial interests with the Alabama Ethics Commission as a condition of hay-
ing their names appear on the ballot. The Alabama Ethics Commission was in
the process of removing 200 candidates from the ballot when 2 suits were filed.
Before trial  the Attorney General stepped in to say the United States De-
Fart_ment ofJustice had to clear this requirement before it could become ef-
fective.  Clearance was received 3 weeks after the election. The lesson is that
in those states affected by the Voting Rights Act of 1964 any law affecting an
election must be examined by the U.S. Department of Justice for its effects.

Lifigotion: Cost of enforcement proceedings. - The Ethics Commission inves-
tigated 2 Alabama emplo%/ee_s who were pilots for the Governor. The Commis-
sion cited the statute of limitations asits reason for clearing both of them

Each of the 2 emplo%/ees then sought S5.000 from the State Board of
Adjustments for the cosfs they said they spent in defending themselves in this
potential action by the Ethics Commission.  This matter continues under re-
view.

Litigation: No disclosure means no candidacy. - Julius Brown, a candidate for
Circuit Court Clerk, a state position, did not file aStatement of Financial Inter-
est with the Alabama Ethics Commission in a timely way. The Commission
bought suit. Siwas ordered thatthe candidate's name not appear on the ballot
because failure to file a Statement of Economic Interest was 3 prerequisite of
candidacy. The would be candidate has appealed. The matter is still under re-
view.

ALASKA

Alaska Public Offices Commission
2221 E Nonhem Lights Blvd.
Room 128
Anchorage, Alaska 99508

. (907) 276-4176
Executive Director: Karla L. Forsythe

Legislation: Gifts to public officials. -This past June, the Governor signed

into law a bill sponsored by Rep. PatPourchot (D-Anchoragc). chair of the
Legislative Ethics Committee, which addressed ambiguities and problems witn
Alaska's 1984 Legislative Ethics Act. ~ Among other new provisions the bill
clarified the state's gift restrictions and set a maximum allowable limit of S50
for a %If'[ to a lawmaker.  No gift is permitted under circumstances in uhich it
could be inferred that the gift IS intended to influence the performance of of-
ficial actions.  While gifts of travel arc still permitted for the purpose of ob-



Legislation and Litigation in 1988 3
[Proof Edition]

taining information on matters of _Ie%islative concern, all travel with a value
of S100 or more must be publicly disclosed.

Legislation: Restrictions on lobbying by former officials to be proposed. -
The word from Alaska is that the Legislature's 1989 session may get around to
establishing restraints on lobbying activities of former legislators.  For devel-
opments as the session Brogresses consult Alaska State Legislature, Charles
Christensen, staff attorney, P.O. Box V, Juneau, Alaska 99811 (907) 561 7610.

ARIZONA

Secretary of State's Office
Capitol West Wing-7th Floor
hoenix, Arizona 85007
(602) 542-4285
Secretary of State: Jim Shumway

Arizona repons no significant legislation or litigation.

ARKANSAS

Steve Clark, Attorney General
Office of the Attorney General
200 Tower Building
4th and Center Streets
Little Rock. Arkansas 72201
(501) 682-2007

Legislation: Neut ethics code for Arkansas. - Since 1979, Governor Bill
Clinton has advocated Arkansas's adoption of an ethics code. During 1987 and
1988 Governor Clinton strongly advocated the state's adoption of such a code.
Lobbyists, in particular, were the focus of Clinton's efforts. o .

Clinton appointed a special Code of Ethics Commission, which issued its
report in the waning days of 1987, and called a special legislative session for
January 1988 to consider those recommendations. _ _

Under the Governor's ﬁropqsal a public official was to disclose:  busi-
ness'ss in which the official had invested: officesand directorships held by an
official or spouse of an official in firms regulated by the state; ~each employer
or source of income; name of members cf the official's immediate family, and
all names under which they do business: creditors to whom SI,000 or more was
owed, except loans made in the ordinary course of business;  guarantors on
outstanding debts; source and date of “ifts over 3100 to official or to immediate
family;  food, lodging, and travel expenses over Si50 paid by a non-govem-
ment source for an appearance Dby the public official in an official capacity.

When lawmakers adjourned on February 5. 1988 none of Clinton's ethics
package had been approved. . o .

After failing to pass the ethics reform package legislatively, Clinton an-
nounced that he would take his proposal to the voters and seek to place it on
the November ballot as an initiative.  Considerable controversy ensued over
the adequacy of the petitionsto place this subject on theballot.In the  week
prior to the popular referendum the measure was threatened  bya last-minute
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media campaign of, by some estimates, $100,000 worth of television ads in op-
position to the proposed ethics law.

The measure éaassed by capturing 65% of the vote. The new law takes ef-
fect January 1, 1989 and will be administered by Arkansas's Attorney General.

CALIFORNIA

Fair Political Practices Commission
428 J Street, Suite 800, PO Box 807
Sacramento. California 95804

_ (916) 322-5901
Executive Director:  Gregory Baugher

California reports no significant legislation or litigation,

COLORADQ

Office of the Secretary of State
1560 Broadway, Suite 200
Denver, Colorado 80202

(303) 894-2211 _
Donctta Davidson: Elections Officer

Legislation: Contracts for municipal officials. - The Colorado Legislature
passed  legislation that removes the prohibitionagainst city and town officials
getiing  municipal contracts.  The law requires that municipal officials disclose
their interests to thecity council or lowp board in advance and abstain from
voting on any contract they could receive.

Colorado reports that?2 bills were defeated. One bill would have tightened fi-
nancial  disclosure reﬁortlng requirements andwould have created an ethics
commission.  The other bill would have madeail siate government employees
subject to financial disclosure requirements.

CX3NNECIICUT

State Ethics Commission
97 Elm Street (Rearg
Hanford.- Connecticut 06106
_ _ 203) 566-4472
Executive Director & General Counsel: Alan Plofsky

Legislation: Ethics Code applied to quasi-public entitles. - The Connecticut
General Assembly has passed, by unanimous vote of both houses, and the gov-
ernor has signed a bill extending the Code of Ethics to the State's nine quasr
Publlc agencies.  The effon was commenced after two incidents involving
ormer quasi-public agency officials dealing with their former agencies
crystallized the need for the legislation. In “connection with this legislation,
the Commission staff will be increased from six to eight (an additional attorney

and paralegal).
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Lefgislation proposed for 1989w Connecticut exgegts to sec these proposals
before the Legislature in 1989: “1) A ban on lobbying br legislators, governor,
and governor's staff in  theyear following their leaving office.  (2) A ban on
all gifts from lobbyists to "any memberof state.government, with certain ex-
ceptions for meals and commemorative articles. Currently Connecticut has a
reporting threshold of  S15 for %lfts and an absolute maximum (total received
by one ‘individual for ayear; of $50.  (3) Extension of a restraint on a state of-
ficial's ownership interest in an enterprise to an employee's interest.  This
would mean that a legislator who works for an enterprise in &ty capacity
(middle management or custodial staff, for example) would have restrictions
on his or her voting on legislation affecting the enterprise.

DELAWARE

~ Division of Research
Legislative Council/Legislative Hall
Dover, Delaware 19904
_ (302) 736-5803 _
Director of Research: Earl McGianes

Delaware repons no significant legislation or litigation.

DISTRICT OF COLUMBIA

Office of Campaign Finance
2000 14th Street. N.W. Suite 400
Washington, D.C. 20009
_ - (202) 939-8710 _
Director of Campaign Finance:  Marianne Coleman Niles

The District of Columbia repons no significant legislation or litigation.

FLORIDA

Commission on Ethics
2105 The Capitol
PO Box 6
Tallahassee. Florida 22302-0006
904: 488-7864

Executive Director;  Bonnie Williams

Legislation: Independence of ethics commission's employees. - InOctoberof
1987, the Commission on Ethics filed suit against the President of the Florida
Senate, the Speaker of the House of Representatives, and the Legislature's Joint
Legislative Management Committee seekln? a writ of mandamus or a declara-
tory jud‘gement which would stop the defendants from imposing the personnel
system for employees of the Legislature upon commission employees. ~On July
1. 1987. the defendants began r;])rocess.mg.the pay and benefits of commission
employees in accordance with the legislative system, even though no bill had
passed which would have amended the statutes governing the personnel sys-
tems of wiiiLh commission employees had been members.
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The commission's lawsuit asserted that the defendants' actions contra-
vened the independence of the commission, as J)rovllded for in the Florida Con-
stitution. because of the authority which the President and the Speaker would
have over the commission. The commission alleged that the defendants’ ac-
tions were in violation of existing statutory law governing the rights, pay, and
benefits of Commission employees. . .

Via negotiations the commission and the Legislature agreed to include
the commission's employees under the uniform personnel plan that is admin-
istered! b)é a #.omt committee of the Legislature. ~ The Commission's employees'
salaries, beivpfits, leave policies, etc., will be governed by the plan.  Personnel
decisions related to hiring, Fl_rln%, promotion, and demotion are explicitly re-
served to the Commission: ~ This has been adopted by Florida's Legislature.

Legislation: Postemploymenl restrictions for local officials. - Florida's
Legislature has enacted legislation that cyjll permit local governments to for-
bid a former local official 10 represent “a client for pay before local gov-
cmmenis for two  ycais after leaving office. Florida's Ethics Code forbids for-
mer legislators from™ representing clients for pay before ‘he Legislature.

Litigation: Complainant gag rule unconstitutional. - Confidentiality of com-
plaint proceedings.  Under Florida's law complaints are initially accoidcd a
substantial dePr_ee of conflde_ntlalltz. Only at a laterstage of the proceedings
does a complaint become public. ~ Florida's law requires not onlg the Ethics
Commission but individuals with knowledge that a complaint has Dbeen filed 10
keep that information confidential. ~ Thai is unlawful under the constitution of
the United States, the U.S. District Court for the Southern Diistrict of Florida  has
told the Commission. The Court granted summary judgement in favor of a
plaintiff who contested the gag the Florida law purForted.to place on indi-
viduals. In 1978 the United States Supreme Court had found in tanamark conm-
munication Vs. Commonwea 1th of Virginia. 435 US 829 that aState Statute rE'
quiring confidentiality of a legal proceeding could not. constitutionally, pre-
vent a_newspaper from reporting information with respect to those proceed-
ings.  The United Stales Supreme Court had said that the s:ate could not restrict
free speech of third parties.  The recent Florida case seems to be the first time
that a court has reviewed a statute purporting to forbid a complainant to re-
veal that a complaint has been filed. ooe vo tarry sonzare. (Case No. 85-8452.
U.S. District Court for the Southern District of Florida). The Florida commission
has appealed this decision to the 11th Circuit Coun of Appeals where the mat-

ter now rests.

GEORGIA

State Ethics Commission

2082 East Exchange Placc-Suite 235
Tucker, Georgia 30084
. (404) 493-5795

Executive Secretary: Robert P. Lane

L'agislo*ion: Disclosure louts tueokened. - When filing a campai%n_ finance
report in Georgia, those running for office need onlg file  where their cam-
paign money came from and how they spent it. eorgia's Ethics in Gov-
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etiiment Ai:t then reguires nothing else, not even that state officials read n.
And currently they don't. . . o
I n atianca seumat-consticwcion [EVIEW 0f the Ethics Commission's
actions for the past 2 years, they found that as long as it was signed and on
time, a blank campaign finance report could pass unnoticed. The commission-
err]s on the Ethics Committee say they don't have the staff or the time to look at
the reports.
_ ?his Places Georgia among the states with the weakest ethics law in the

nation.  Am:!' in the last moments of the 1988 session, the ethics law has been
further weakened by provisions eliminating some husiness and personal fi-
nancial interests from the required finance report.  The new law also elimi-
nates the feloty  provisionon  second and subse(iuent violations ofthe act.

Georgia isalso one  of the few states that allows a candidate or incumbent
to convert campaign fundstq personal use, as long asthe contributor is noti-
fied before the money is pocketed. o _ _

_Executiv.; secretary ~of the commission. Robert Lane, said the in-house
rule is that om investigation will be initiated only if someone files a sworn
complaint or a newspaper article appears. o _

Although 18 sworn camplaints have been filed in the last . fiscal years,
all were dismissed because the commission could find no violation of the act or
intent to violate the act.

Local Legislation: Local ethics code. - A code of ethics, the first of its kind to
be adopted by a government board or.agency in Gwinnett County, Georgia, will
[%robably be signed at the next meeting of the Lilbum planning commission,
he two-page document covers ethical conduct on the pan of commission offi-
cials in the arras of competence, confidentiality, integrity, and objectivity.

HAWAII

State Ethics Comrr ission
PO Box 616
Honolulu. Hawaii 96809
. (80S) 548-6401
Executive Director: Daniel I. Mollway

Hawaii repons nc significant state legislation or litigation.

fldminlstratiue nclion: Use of title or prestige ofoffice to endorsecandidate.

Prior to the November 1988 election the commission held that legislators
could not use the title of their positions to endorse candidates for election. The
commission reasoned, that the decision oi* for whom to cast a ballotwas anindi-
vidual decision and that legislators were not selected to offer theirpositions on
these matters.  The commission is now re-evaluating that position.

Local Legislation: No freebies for liquor licensor?. - As much as bar or
restaurant owners mry want to offer friendly freebies .0 the pqu!e who gave-
-and could talic away—their liquor licenses, that is now prohibited under a
new code of conduct for the Honolulu Liguor Commission.

Commissioners may not accept drinks, food or other gifts and "shall not
use their official pos.i'ions to influence any person, firm or organization to ob-
tain for himself or .vomeonc else any favor or other personal advantage," un-
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(Sier.thhe rules signed by Mayor Frank Fasi and Honolulu Finance Director Linda
mith.

According to hboth Smith and Commission Chairman John Edwards. Jr,
the document is "codified common sense" and did not come as a surprise to the
five-member appointed board that oversees the highly regulated liquor in-
dustry. A version of the code was generated by the commission and liquor law
administrator Eugene Carson more than two years ago.

IDAHO

Secretary of State's Office
Room "205. State Capitol
Boise, Idaho 83720
‘(208) 334-2300.
Secretary of State: Pete T. Cer.arrusa

Idaho repons no significant legislation or litigation.

For a number of years, the governor has, by executive order, issued a code of
conduct for state employees. Idaho repons no substantial change in the code.

ILLINOIS

Illinois Board of Ethics
State Illinois Center
100 W. Randolph Street
- Suite 3-300
Chlcago. lllinois 60601
_ 6_12) 917-4100
Executive Director: John L. Larsen

City of Chicago Board of Eihics
205 West Randolph, Suite 530
Chicago, IL 60606
. (312) 744-9660
Executive Director:  Harriet McCollough

Legislation: Rward of contracts. - Almost unnoticed in the closing days of
the recent legislative session was passage of a bhill, Public Act 85-1295. that
specifically prohibits a number of bad practices in the letting of state con-
tracts. and clarifies the steps that are mandatory in opening up competition
for contracts.  The reforms, coming in the aftermath of the Pentagon contract
scandals, involve technical proctdures familiar to purchasing agents and
contractors. ~ So strict are the new safeguards ‘that many veterans of the 1po-
litical process were amazed they attracted so little organized opposition.  The
new requirements take effect in November 1539,
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INDIANA

State Ethics Commission
One North Capitol. Suite 444
Indianapolis, IN 46204
. (317) 232-3850
Executive Secretary:  Mary A. Donovan

Legislative Ethics Committee
~ Statehou.se
~Indianapolis, IN 46204 .
Ray Ric.iardsoc:  Chairman, past session
(317) 232-9608

lldministrotlue actflon: Neu' code for state employees. - The Indiana Ethics
Commission gave its final app.v.'Vul in March 1988 to a new ethics code for state
employees. The unanimous vvie _in favor of the new code followed a public
hearing on December 28, 1987. The nevr code establishes controls on employee
conflicts of interest, moonlighting and honoraria which employees may ac-
cept. A portion of the code vas stiffened to prohibit political "work by state
workers on taxpayers' time. _ _ _ .

New restrictions require sti'.e employees to disclose the receipt of gifts,
groperty, favors, services, entertainwent, food or drink if they total more than
100 in a calendar year and are gi-en by a person or business with or desiring
contracts with the employees' state agency. The section also limits such gilfts
to a total of $250 per year. The n*w code instructs workers not to accept fees
fcr speeches or articles whose content is derived from their state jobs.

Local Legislation: Gifts: local officials. - A council member would no longer
have to report gifts with a total annua'l value in excess of S;100 from a business
doing business with the city if the dg;|fts involved Marion County events to
which all council, members were invited. A new provision would prohibit em-
Ploy.eles and appointed officials of ube city and county and their immediate
amilies from acc.eﬁtmg gifts exceeding a total value of $250 from a business
doing business with the agency of the employee or official.  Elected officials
would not be covered by this prohibition.

IOWA
lowa Campaign Finance Disclosure Commission
507 Tenth Sintel
Des Moines. lowa .50309
~ (515) 281-441"
Executive Director:  Kaj Williams

lowa repons no significant legislation or litigation.
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KANSAS

Kansas Public P sdosure Commission
Sui.c 504
109 West Ninth Street
Topeka, Kansas 66612
© o (913) 296-4219
Administrator: Carol E. Williams

Legislation: Ethics Code applied t0 Interstate tompe/cts. - House Sill 2382, as
passed by the House requires executive directors or f/dministrators of 11 inter-
state compacts and commissions to file statements  of substantial interests. The
bill was amended on the floor of the House to requir? all city and county offi-
cers and candidates for such offices to file statemeMts of substantial interests.
Currently, city andcounty officers and candidates  far these offices fi'e state-
ments of substantial interests provided by county election offices.  The bill as
amended puts the statement of substantia, interests, filings for these officers
and candidates under the jurisdiction of the Public Disclosure Commission.

Legislation: Nc;m penalties for violations; subpoena potuer. - Senate Bill 252.
gav_e the Kansas Public Disclosure Commission authority to issue subpoenas
uring the course of its investigation, once a sufficiency determination has
been ‘made on a complaint.  Formerly the law provided for subpoena power
onIX after a probable cause determination. ~ The law also provides for fines
($57000 for the first violation, $10,000 for the second violation and S15.000 for
third and subsequent violations) for violations of the Act.

KENTUCKY

Financial Disclosure Review Commission
PO Box K
40701

Corbin. Kentuckg
_ (606) 523-0443
Executive Director: Ralph D. Roadcn

Kentucky reports no significant legislation or litigaticn.

LOUISIANA

Commission on_Ethics for Public Employees
7434 Perkins Road, Suite B
Baton Rouge Louisiana 70508
(504) 925-7290
Maris McCrary

Legislation: Ethics code entended to boards that direct agencies. - Act 144of
the' 1988 reqular session of the Legislature subjects appointed board and com-
mission members who exercise supervision ever an agency to the same ethical
standards as "agency heads".  "Agency head" was defined to establish that
nepotism and posiemplovment restriction apply to members of these boards
and commissions.
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Legislation: Redsion of permits. - Act 581 expands the authority of the
Commission on Ethics for Public Employees and the Board of Ethics; for Elected
Officials to rescind contracts that have been influenced by ethics violations to
include also recision of permits and licenses.

Legislation: Sole decision maker may mot enter Into contract. * Act 880 pro-
vides that elected officials can no longer use recusal to cure certain conflicts
of interest where the elected official is the "sole decision maker".

Legislation: Prloate use of public equipment authorized. - Act 627 provides
that public law enforcement officers may use their official vehicles to provide
private traffic control or security services provided "such use is approved by
and in accordance with the ﬁOHCY of the law enforcement officer's public em-
Floyer", The law requires that “appropriate charges" for such use be provided
or, but sets no minimum fees.

MAINE

Commission on Governmental Ethics & Election Practices
Office of the Secretary of State
Slate House Station #101
Augusta, Maine 04333
(2072 289-4178
Deputy Secretary of State:  Peter W. Danton
Administrative Assistant: ~ Marilyn Canavan

Legislation: Ethics Code under study. - A blue ribbon commission to examine
legislative ethics in state government was established by( the president of the
Senate and the Speaker of the House in the fall of .1988. The repon is due at the
end of 1988.

State Ethics Commission

Room 1515

301 West Preston Street

Baltimore, Maryland 21201

_ (301) 225-1030

Executive Director:  John E. O'Donnell

Legislation: Regulation of speakers' fees fails. - Julian L. Lapides (D-Balti-

more) sponsored a bill to bar executive branch officials from accepting fees
for speaking to special interest groups. The Senate, which approved the pro-
posal on a 33 to 11 voi*. amended the measure to allow fees for written commu-
nications.  Lapides had been concerned over the large fees given by speciai-
interesi groups to members of Congress for speeches. —These large fees "are
very often tantamount to brices," state Lapides. This bill was approved by the
Senate but failed in the House.

Legislation: Ethics lam clearly applied to law enforcement officers. - In the
1988 session of the Maryland General Assembly, the Ethics Law was amended to



Ethics Codes and Commissions 1988
[Proof Edition]

make it clear that theprovisions of theLaw Enforcement Officers’  Bil: of
Rights did not apply to the activities  of theState' Ethics  Commission.

Litigation: Eleuen years of litigation. - In the latest skirmish in a political
corrui)tlon case that just won't die.federal  prosecutorsand lawyers for former
Maryland ~ governor Marvin Mandel clashed once more over the [I*year-old
mail fraud and racketeerlnF conviction of the once powerful politician.

Last November, a federal judge in Baltimore overturned the conviction
of Mandel and live associates in a reversalbased on the 1987 Supreme Court
wenatrey fUliNG that swept away the underpinning of the mail fraud con-
victions of scores of public officials and private citizens.  Prosecutors asked a
three-judge panel of the 4th U.S. Circuit Court of Appeals to reinstate the con-
viction calling it the most important criminal case in the history of Maryland.
It the lower court ruling is uPheld, it could lead eventually to Mandcl's
criminal record being expunged, restoration of his right to practice law and
the return  of morethan $600,000 in fines and forfeitures to four of his co-
defcDdants. Mandel served about 19 months in federal prison.

MASSACHUSETTS

State Ethics Commission
One Ashburton Place, Room 619
Boston Massachusetts 02108
_ (617) 727-0060
Executive Director:  Andrew B. Crane

Litigation: _Separation of powers. - The Massachusetts Commission had initi-
ated an action against Jud?e William  Highgas, Jr.  The judge asked that the
complaint be dismissed on the theory of separation of powers.  The Commission
has deferred its proceeding until resolution of an action brought by the state's
Jidicial Conduct Commission against the judge for the same conduct that
formed the basis of the Ethics Commission's complaint.

Litigation: Participation in matter in which interested. - The Town of Giafton
tool: an interest in locating a sanitary landfill across the street form the home
of own selectman George Prunier. = Many Not-In-My-Back-Yard types might
have worked to thwart the Town's decision, but not this public spirited local of-
ficial  He voted in support of the town's acquisition of the landfill site. The
Commission reprimanded the Selectman for participating in a decision in
which he had a personal, financial stake.

Litigation: Golfing treasurers. - In August the Commission issued public en-

forcement letters to 5 municipal treasurers — and to a Boston  based hank incon-

nection with the bank's furnishing the local treasurers with meals and golf
outlngs. This action stemmed from theslate inspector general's identification
of 104 'reasurers who had accepted benefits from the bank. The Commission's
action was against the 5 who had accepted out of state golf outings valued at
more that: $100. A further result is that Massachusetts has now prepared a fact
sheet on business entertainment expenses for public officials.

Litigation," Political support is thing of ualue. - In the town of Chelsea the
now former mayor cancelled a Fi*c Captain's promotional exam in exchange
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for the political support of ten of twelve fire fighters competing for the posi-
tion, or so it was alleged by the Massachusets' Ethics Commission. It seems that
when the mayor posted the notice of the exam for the selection of a fire cap-
tain  two of twelve f|re_f[%hte[s lacked sufficient tenure to apply, but the two
fire  fighters would be c'igible ifa second notice of an examination were posted
two  months later. It was set inmotion to hold that second exam, but the first
ten protested to the mayor. It is alleged that the mayor told the ten fire fight-
ers that he would not schedule the second exam in exchange for their political
support.  The Commission has filed a complaint.

Litigation: Use of office for free trauel. - Massachusets' Secretary of Eco-
nomic Affairs, it alleged, used his state office to solicit people's interest in a
tour of the Soviet Union. This was a tour to have been arranged under the
auspices of Peoplc-to-People. Had the official successfully solicited a sufficient
number of people he would have traveled free. Had he suc.cessfu_ll?; solicited
even more travelers, his spouse could have accompanied him without cost.
Using the state's resources to solicit interest in this trip_ was a violation of
Massachusets ethics of law, saidthe Ethics Commission. ~The. official withdrew
from the tour, reimbursed the state for misdirection of resources to his private
end. and was reprimanded.

Legislation: No significant legislation reported. - NO Ie%is_lation of signifi-
cance this year. Legislation took a back seat to Presidential Politics.

MICHIGAN

State Board of Ethics
Dept, of Civil Service
Lewis Cass Bldg.
320 South Walnut
PO Box 30002
Lansing, Michigan 48909
_ ?517) 373-2754
Executive Secretary: Donald H. Myers

Michigan repons no significant legislation or litigation.

MINNESOTA

Ethical Practices Board
625 North Roben Street, Suite 102
St. Paul. Minnesota 55101-2520
_ (612) 296-1720
Executive Director.  Mary Ann McCoy

Legislation: Ethics Code to be proposed. - A Dill to establish standards of con-
duct for state officials and to create an ethics board or commission to oversee
those standards is expected to be offered in the Senate in 1989,
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MISSISSIPPI

Mississippi  Ethics  Commission
PO Box 22746
Jackson, Mississippi  39225-2746
- (601) 359-1285
Executive Director: Ronald E. Crowe

Legislation: Public official felons. - Operation Pretense has generated a call
for a state law which would forbid convicted federal felons to hold public of-
fice. ~ An incumbent member ofthe state House of Representatives has Prefllcd
a bill on this issue for consideration in 1989.  Currently, conviction of only
certain state crimes preclude one from bolding public office.  These bills have
been prefilcd for the 1989 legislative session. _ _
At the present time, "Operation Pretense" has resulted in 54supervisors

being charged.  Both the U.S. Attorneysin the southern district and northern
district of the state continue to report that even though more than fifty super-
visors have either been convicted or pleaded guilty, many additional “supervi-
sors will be brought before federal grand juries.

Litigation: Board members not to hire spouses. - The Mississippi Supreme
Court has ruled that employment of Sﬁouses of members of school boards s
prohibited pursuant to Section 109 of the MississippiConstitution of 1890. The
case was qr|g_|na||¥]_ brought by several taxpayers. The attorney general and
the Mississippi  Ethics Commission intervened in the case.  smien. ec a1 V.
vorsey. ec ar. oUpreme Court of Mississippi. No. 58.288 (Decided March 16. 1988).
This decision was subsequently modified and reissued in August 1988.

Litigation: Hospital board S members not to grant priuileges to selues. - The
Mississippi  Ethics Commission is also presently involved at the trial court level
in two cases, each concerning service of a physician holding staff privileges
at a public hospital while serving as a member of the hospital's board of
trustees.  The hospital's board of trustees must annually pass on the renewal of
staff privileges. ~ The question before the trial courts is whether the action of
the board of trustees granting staff privileges authorizes a contract with a
physician. ~ One case also concerns a claim by the Ethics Commission asserting
that the board member-staff physician used nis official position as a trustee to
obtain additional benefits for his medical practice through the use of the hos-
pital's equipment and staff. ~ One case isstill before the trial court; the other
was  decided adversely  toward thecommission, which has appealed to

Mississippi's Supreme Court.

Legislation: Priuate Interest In public contract; oduisory opinions. - 1987 was
a general election year in Mississippi. The new governor. Ray Mabus, and the
new attorney general. Mike Moore, ran their successful ca_m_palgins_urgmg
white collar ‘crime packages, public mteg%rlty laws, and additional disclosure
requirements.  GovernorMabus  presented his government  reform package to
the new legislature. _ _ o

The Mississippi Legislature adg}ourned_the 1988 Session in early May and
several matters were taken up by the Legislature which affect the ethics laws
of the state. Sen?tc Bill 2853 was adopted. It conforms the ethics in govern-
ment  statutes with the  constitutional mandate of Section 109 prohibiting a
public official's interest in a contract he is authorized to approve. The statutes
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had ingrafted a numberof exceptions to the constitutional lanquage. In 1987
the Ethics Commission had rtruckseveral of the exceptions that  had been
placed in the law in 1983 by the Legislature. crazicr e ar V. scate ex rer
pitenan. 004 S0. 2d 675 (March 1987) Senate Bill 2853 replaced the statutory
language with the IanguaPe of the constitution. _ o

Senate Bill 2853 also gave the Ethics Commission's advisory opinions le-
gal standing and allowed public servants to relly upon the opinions with no [i-
ability if such reliance is in good faith. The bill places a 90-day deadline on lo-
cal district attorneYs and the state attorney general for response to matters
which have been referred to their offices for action bEj the Ethics Commission.

The act will take effect upon approval by the United States Department
of Justice due to the requirement of the Voting Rights Act review process.

Local reform: - Governor Ray Mabus called a special session for August 1988
after the Legislature failed to agree on reforms during the regular spring ses-
sion.  The real goal of the special session of the legislature ‘was to overhaul
what Mabus called "an archaic system of county government" that "has made
stealing too easy and too tempting." Officials blamed graft on a county gov-
ernment system that carves a county into five electoral districts, each run by
an elected supervisory who makes decisions on purchasing, inventory, per-
sonnel and road work. An opportunity for the revamping of county govern-
mental structure appeared on ballots in" the Novtmber election.  The more ur-
ban counties reorganized; the more rural did not.

Legislation: fldminlstratiue remedies . - The Senate Judiciary Committee has
shown an interest in giving thecommission administrative remedies, after
administrative hearings, Instead of requiring the commission to have cases
brought through local district attorneys. =~ Watch for developments in 1989,

MISSOUR

Secretary of State's Office
Campaign Reportmg Division
PO Box 1370
Jefferson City, Missouri 55102
_ (314? 751-3919
Co-Directors:  Gayla Thomas and Steve Byers

Missouri repons no significant legislation or litigation.

MONTANA

Commissioner of Political Practices
Capitol Station
Helena. Montana 59620
(406) 444-2942
Commissioner:  Dolores Colbvrg

Montana repons no significant legislation or litigation.
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NEBRASKA

Accountability and Disclosure Commission
11 Floor, State Capitol Bldg.
PO Box 95086
Lincoln, Nebraska 68509
. (402) 471-2522 .
Executive Director:  Dannie Trautwein

Legislation:  Financial disclosure. - A new rule requiring the filing of
Statements of Financial Interests by certain state level public employees and
officials has hbeen approved by the Governor.

NEVADA

Commission on Ethics
State Capitol Complex
Carson City, Nevada 89710
(702) 885-5469
Chairman: Carl F. Dodge

Nevada repons no significant legislation or litigation.

NEW HAMPSHIRE

Secretary of State's Office
State House, Room 204
Concord, New Hampshire 07301
g603) 171-3242
Secretary of State: William M. Gardner

New Hampshire repons no significant legislation or litigation.

NEW JERSEY

Executive Commission on Ethical Standards
28 West State Street
Room 1407, CN 082
Trenton, New Jersey 08625
_ (609) 292-1892
Executive Director:  John G. Donnelly

Legislation: Recodification of ethics code, - The New Jersey Conflicts of In-
terest Law was amended by P.L. 1987, c. 432, effective February 14, 1988.  This
law extends to the executive branch of state government.  Major changes in
elude:  state agencies to include interstate agencies tc which New Jersey is a
panv; reduction from 10% to 1% the stock ownership or control of a corpora-
tion by a legislator or certain officer or employee which precludes the corpo-
ration “from contracting with the state for anything having a value of S25 or
more where the contract is not rpubllcly bid or subject to certain other statu-
tory exceptions; a broadening of the post-emplovmcnt restrictions to prohibit
officers and employees from providing or agreeing to provide information not
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enerally available to members of the public or services to anyone other than
the state in connection with any matter in which he was substantially and
directly involved during the course of his public office or employment.

Legislation:  Rduln-ry bodies subject to neui louj. - Almost as soon as the law
tightening ethi™i restrictions was enacted there were calls for an amendment
to distinguLa between advisory and enforcement commissions.  The law, long
a standard for full-time, salaried commission members, states that commission
members should not “undertake any employment or service, whether
compensated or not, which might reasonably be expected to impair Nhis
objectivity and independence of judgement in the exercise of his official
duties." " Revisions of the ethics law, sponsored by Assemblyman Paul Contillo
(D-Bcrgen), extended the range of the old law to include citizens who serve
pan-time on state commissions on a voluntary basis. _
Commissions with enforcement of contractln%wpowers are very differ-
ent from advisory commissions. According to both Michael Cole, chief counsel
to Gov. Thomas Kean, and Albert Pononi, counsel to the Legislature, a distinc-
tion should be made between the two types of commissions.
~According to Contillo, commissions with enforcement powers or the
ability to award state contracts are those, who "act . . . buy . .. order". A mem-
ber of such a commission needs to be objective and to have an independence of
judgement as stated in the law. _ o
Contillo states, 'The whole purpose of (an advisory) commission is to
supply ~a whole spectrum of hopefully conflicting opinions.  We deliberately
appoint people of various and conflicting views."

Legislation:  Disclosure by legislators. - In a unanimous vote, the Joint
Legislative Committee on Etﬁ[cal Standards approved a new ethics code that
would result in lawmakers having to make fewer disclosures.  Current code re-
quires a legislator to report any gift worth more than $250 and any honorar-
ium, fee or reimbursement above $100. The new code would raise the gift level
to $400 and the fee limit to $200.

Legislation: Purchasing standards. - In JuIY.1988 New Jerse¥'s governor is-
sued an executive order (#189).ﬂrocla|m|ng cerfain standards of conduct for
vendors wishing to do businesswith the state. A vendor'sviolation of  those
purchasing standards can bar avendor from state business for as much as 5

years.

NEWMEXICO

Secretary of Slate's Office
State Capitol Bldg.. Room 400
Santa Fc, New Mexico 87503
(5505) 827-3600
Secretary of State: Rebecca Vigil-Giron

New Mexico repons no significant legislation or litigation.
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NEWYORK

State of New York Commission on Government Integrity
21st Floor. Two World Trade Center
New York, New York 10047
Executive Director:  Peter Bienstock
(212) 321-1350

New York reports no significant legislation in 1988.

Legislation: Ethics code strengthened. - The ethics measures enacted in April
19.87 which bar legislators from appearing before state agencies on behalf of
Brlvat_e clients, call for broader financial disclosure by legislators, and provide
iennial audits of ‘'he Legislature, stateagencies and public authorities are
already being viewed as insufficient. ~ Critics within the Legislature are delib-
eratlng_ what steps to take to guarantee greater accountability for legislative
expenditures and a means to open the legislative process to public scrutiny.

Legislation: Campaign activities of legislative employees. - State legislative
employees would be prohibited from engaging in political campal_%n work on
state ‘time or from using state resourcesfor “campaign purposes it rules pro-

posed % a state commission are agproved. o . o
e New York State Blue Ribbon Commission reviewed legislative prac-

tices in relation to political campaign activities of legislative emplorees_. The
commission was headed by former Governor Malcolm  Wilson. — Following are
some of th- recommendations made by the commission in April 1888:
Legislative employees would be prohibited, while on state time, from doing
strictly campaign “work:  Legislative emplo?/ees would be allowed to do cam-
pal%n work  voluntarily outside their reqular state time;  No mass mailings
could be made on behalf of a legislator during a 30-day period \ﬁ(m( to a pri-
mary or general election in which the legislator is a candidate; Within 10 days
after beginning their jobs, all legislative employees must file a public docu-
ment that list: the person's name, salary and "other compensation, work ad-
dress and telephone number, a general description of the duties and listing of
time and attendance obligations.

Legislation: Local ethics codes. - New York's Commission proposes that the
Legislature establish minimum standards of conduct for local %overnmental
officials. A public hearing on that proposal was set for November 22, 1988.

Legislation: Ethics Act to take effect. - New York's Commission on Govern-
ment Integrity was designed to be a temporary agency. Initially it was funded
for one year and was later granted funds to carry it through March 1989. New
York adopted its_Ethics in Government Act in July 1987 to take effect in
January 1989.  This Act creates an ethics commission which includes some
public. members for the executive branch of state government, a commission
comprising only Ieﬂlslators for the legislative branch, a commission for the
judicial branch “which will take effect in 1991, and a commission for local gov-

ernment  ethic.

Legislation: Netju York City Conflict of Interest Board. - On November 8. 1988
New York City s voters revised the City's charter to rename its Board of Ethics
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the Conflict of Interests Board and to give it new powers. The Board's mem-
bers are reduced from 5 to 3. The revised board has new powers to |m€05e
penalties.  The Mayor is to appoint members by January 1. 1989. The new Dbody
IS to adopt its procedural rules by December 1989, and the new effort is to take
effect at the start of 1990. For information consult New York City Charter
Revision Committee. 11 Park Place. Room 1616, New York, New York 10007,
Also  Pricilla Lundin  Counsel/Executive Director and Peter Zimroth,
Corporation Counsel, New York City Board of Ethics. 280 Broadway, New York.
NY 10007, (212) 566-4900.

NORTH CAROLINA

Board of Ethics
116 West Jones Street
Raleigh, North Carolina  27603-8003
o . (919) 733-5103
Administrative Assistant:  Mildred M. Donavant

North Carolina reports no significant legislation or litigation.

NORTHDAKOTA

Secretarg of State's Office

. apitol Bldg.

Bisraark, North Dakota 58505
(702) 224-2900 _

Secretary of State: Ben Meier

North Dakota repons no significant legislation or litigation.

OHIO

Ohio Ethics Commission
§ East Long Street, Suite 1200
Columbus, Ohio 43215
_ (614) 466-7090 .
Executive Director:  Melissa Warheit

Litigation: Financial disclosure. - On February 21, 1988, the U.S. Supreme
Court rejected an appeal by Ray Morgan, who ran unsuccessfully for Clark
CountY ommission In 1984 Morgan had claimed that Ohio's financial disclo-
sure faw is unconstitutional.

Litigation:  “Knowingly*. - The Ohio Supreme Court voted 7-0 to uphold the
Cuyahoga County Common Pleas Court conviction of Amoid Plnkneg_ for vio-
lating SECTION 2921.42 (A)(1) of the Ohio Revised Code, which prohibits a pub-
lic official from knowingly authorizing a public contract in which he has an
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. While a member of the Cleveland-Cuyahoga County Port Authority.
Pinkney co-signcda check payable to his insurance  company for liability in-
surance for members of the Port Authorlt{
In interpreting Section 2921.42(A)(1), the Court held that,"knowledge
by a public official that certain conduct is unlawful is not an clement of the
crime of his 'knowingly' authorizing a public contract in which he has an
interest, as set forth in R.C. 2921.42(A)." In upholdm? the conviction, the
Court acknowledged that any personal reward to the defendant was minimal,
and there was no apparent attempt at deception.

Legislation: Ethics Codes for school boards. - House Bill 786, sponsored hy
Rep. Ray Miller would require members of, and candidates for, school boards of
education to file a financial disclosure statement with the Ohio Ethics Commis-
sion. ~ The bill was introduced February 12, 1988, andreferred to the House
Ethics and Standards committee; it did not pass.

Legislation: Postemployment. - A lengthy, complex hazardous waste siting
bill included, to the surprise of the Ohio Ethics Commission, a provision
prohibiting a former official who had been charged with making hazardous
waste siting decisions representing a client for pay in connection with haz-
ardous waste siting for a period of 2 years after leaving government service.

Legislation: Public officials to account for their contributions. - In raid
November Ohio revamped its system for issuing motor vehicle license plates.
Each county has 1 or more so-called Deputy Registrars appointed to issue li-
cense plates.  To register your automobile "in Ohio you must make an annual
trek to the Deputy Registrar. The Legislature has notprovided for automatic or
mail registration. ~  These registrars are, by allrepons, political plums.  As pan
of the revamping of the system, registrar arc required to repon annually a
list of their campaign contributions made by them or their spouses. The new
law provides no penal', for failure to comply but imposes a whopping $10.000
penalty for incorrect filing.

OKLAHOMA

Ethics Commission
r-2A State Cagitol
~ Oklahoma City, OK 73105-4802
Marilyn Hughes. AC'[IH% Executive Director
(405- 521-3451

Legislation: Charitable solicitations. - In a letterto state Chief Justice James
Doolin, Governor Henry Bellmon requested a reviewof the Code of Judicial
Conduct and in panicular, a modification of the restrictions applied to mem-
bers of the Oklahoma Ethics Commission. One canon of the code would prohibit
ethics panel members from engaging in charitable activities, such as fund
raising for religious, educational or civic organizations.  Bellmon asked for a
distinction to be made in the code as it apf)lles to ethics commissioners in order
to recognize the differences between full-time, paid judges and pan-time,
volunteer commissioners.  Bellmon warned that if not modified, the number of
civic-minded candidates for commissioner positionswould be reduced, af-
fecting the public policy behind ihe Ethics Act.
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OREGON

Oregon Government Ethics Commission
00 Pringle Parkway, SE. 1st Floor
Salem. Oregon 97310-1360

_ (503) "378-5105
Executive Director:  Betty J. Reynolds

Litigation: Gifts of Trauel. - Oregon law prohibits public officials from ac-
cepting for themselves or their families a gift valued at more than $100.
Excluded from "gift" is "food, lodging and travel when participating in an
event which bears a relationship to the public official's office and when ap-
Pearlng in an official capacity." Two city officials, traveling on business that
ell within the exception, had their spouses accompany *hera at the expense of
another entity.  The Commission found both officials " quilty of obtaining travel
for their spouses. The officials have taken their case to the Court of Appeals
which heard arguments on September 12th. As of December 1, 1988 a decision

had Dot been rendered.

PENNSYLVANIA

State Ethics Commission
308 Finance Bldg.
_ PO Box 11470
Harrisburg. Pennsylvania 11708-1470
o (717)783-1610 .
Executive Director:  John J. Contino

Legislation: Recodification; sunset reuietu. - AS previously reported, the
Pennsylvania State Ethics Commission is currently undergoing a sunset re-
view process. Pursuant to this process, the General Assembly of Pennsylvania
must enact legislation to recreate the Pennsylvania State Ethics Commission or
the agency must terminate its existence. ~ The original termination schedule
for the Pennsylvania Ethics Commission was set for December 31, 1987. The
Pennsylvania House of Representatives passed HB 1733, Printer's No. 2623,
recreating the State Ethics Commission and providing for various additional
Bowers and duties of the agency. That legislation has now been referred to the
ennsylvania State Senate for review and consideration.  The L.eadershlﬁ
Committee of the Pennsylvania General Assembly authorized a six mont
extension of the sunset date of the commission durlng which time the Penn-
sylvania Slate Senate will review the legislation already passed by the Penn-
sylvania House of Representatives, A second six month extension was provided
to keep the Commission in business through the end of 1988.  Penn-.ivania
law permits only 2 of these extensions. The Senate is expected to pass Ieglsla-
tion ‘reauthorizing the Commission during the last week of November.  Reso-
lution of House and Senate versions will likely come in December.

Litigation: Separation of powers. - waunus V state ethics commission. Pa

Commw. Ct. 515 A 2d 83. (1986). Argument before the Supreme Court of Penn-
sylvania in the case Of waunus V. scate eenics commission WEIE Set for Apnl
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1988.  This case involved the issue of whether full-time, publicly employed at-
torneys are required to file Statements of Financial Interests pursuant to the
provisions of the Pennsylvania State Ethics Act.  The lower court had ruled
that such attorneys were exempt from the filing requirement based upon  the
decision that the requirement was unconstitutional as applied to full-time,
publicly employed attorneys. ~ The court reasoned that such legislatively en-
acted provisions were a violation of the constitutional separation of powers
doctrine. ~ On June 23, 1987, the Supreme Court of Pennsylvania granted a Peti-
tion for Permission to Appeal in the matter and said Appeal/Argument were
scheduled for April, 1988. _ _ _
On August 10, the Pennsylvania Supreme Court unanimously decided
that the financial disclosure provisions of the Pennsylvania State Ethics Act
are applicable to full-time, publicly emploY]ed attorneys. ~ The decision re-
versed a2 Commonwealth Court ruling that had declared the disclosure provi
sions unconstitutional as applied to attorneys, based upon the theory that such
legislative enactment encroached upon the inherent ‘and exclusive regulating
authority of the judiciary thus violating the segaratlon of powers doctrine.

SEE. waunus s | state Ethics commiss on NO. 38 M.D. Appeal Dkt.1987, August
10, 1988.
Litfgation: Enforcement of ethics code. - v cee ve seare etnics commission.

Pa. Commw. Ct, 540 A. 2d 1385 é1988). the Commonwealth Court upheld the au-
thority to enforce State Ethics Commission orders requiring the paKment of
restitution of financial gains received in violation of the State Ethics Act.

Litigation: Nepotism; home rule. - In Philadelphia three Philadelphia City
Council ~ Members hired their spouses to work in iheir legislative offices.
Pennsylvania Ethics Commission has brought an action aPalnst ‘them, not un-
der a specific nepotism statute, but under a more general provision forbidding
use of office to obtain gain for self and family. Among arguments cited by the
Council ~ Membersand defense is that Philadelphia, having been granted "home
rule", is exempt from the provisions of the state's ethics act.

Litigation: Interstate compacts. - The Delaware River port authority is a 16
member  authority created by a%reement of Pennsylvania and New ~ Jersey.
Each state sends8 members to this body. The Pennsylvania Ethics Commission
claims that Pennsylvania's ethics law applies to Pennsylvania's representa-
tives to this commission. In_an_ action for declaratory judgement, someone
lakes a differentview.  The claim is made that because this is abi-state com-
mission  one state cannot impose qualifications or restraints upon some of the
members without the concurrence of theother state.The Pennsylvania Ethics
Commission's staff expects this matter to be heardin 1989. The resolution may
be in 2 or 3 years.
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RHODE ISLAND

Ethics Commission
Room 220, 10 Dorrance Street
Providence, Rhode Island 02903
. E4_01) 277-3790 _
Executive Director:  Mark Eckstein

fidminisirnllue action. - Rhode Island's code applies to state, county, and mu-
nicipal employees.  Out of 5000 persons required to file, there were approxi-
matelyl 1500 non-filers. ~ The Ethics Commission hasn't had the resources to file
-omﬁ aints against all non-filers. There was to be a public hearing at the end
of November at which the Commission was to have proposed changes in its ad-
ministrative rules so the Commission will be able to take enforcement action
against all the non-filers.

SOUTH CAROLINA

State Ethics Commission
P.0. Box 11926
Columbia, South Carolina 29211
_ ‘)8_03 134-1227
Executive Director: Gary R. Baker

Legislation: Penalties for late filings. - Le?'i$lation providing for levying of
fines by the State Ethics Commission for late filing or nonfiling of required
staiements passed the House and was later amended by the Senate In a wa% that
the Ethics Commission found made the legislation unworkable.  The Ethics
Commission asked that the bill be withdrawn, and it was. New ethics legisla-

tion is foreseen for 1989.

SOUTHDAKOTA

Secretary of State's Office
500 E. Capitol, Suite 204
Pierre, South Dakota 57501-5077
(605) 773-3537 .
Secretary of State: Joyce Hazeltinc

South Dakota repons no significant legislation or litigation.

TENNESSEE

Senate Ethics Committee
Suite G-
War Memorial Building
Nashville. TN 37219
(617) T741-4856
Legal counsel:  Nathan Ridley

Tennessee reports no significant legislation or litigation.
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TEXAS

State Ethics Advisory Commission
PO Box 13485.. Capitol Station
Austin. Texas 78711-3485

~(S12) 463-5655
Chairman; ~ Harold Hammett

Texas reports no significant legislation or litigation.

UTAH

Office of the Attorney General of Utah
236 State Capitol
Salt Lake City, UT 84114
Ralph Finlayson, Asst. Attorney General
(801) 538-1021

Utah reports no significant legislation or litigation.

VERMONT

Secretary of State's Office
Pavillion Office Bldoq.

Montpelier. Vermont 05602

802 828-2363

Secretary of State: James H. Douglas

In March 1988, the governor issued an executive order establishing a code of
ethics for all gubernatorial appointees.  Appointees are required to file a
statement of financial interests. Appomtees must agree not to lobby for one
year after they leave state employment. But Secretary of State Jim Douglas call
the order unenforceable and plans to ask the next legislative session to estab-
lish an ethics code for state and local executive branch officials.

VIRGINIA

Office of the Secretary of the Commonwealth
101 North 8th Street
Richmond. VA 23219
_ (804) 786-8109
Assistant Attorney General:  Gregory J. Haley

Virginia reports no significant legislation or litigation.
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WASHINGTON

State Public Disclosure Coramisf-ion
403 Evergreen Plaza BId ., FJ-42
Olympia, Washington  98504-2342
(206) T753-1111
Executive Director:  Graham E. Johnson

Washington reports no significant legislation or litigation,

WEST VIRGINIA

Legislative Services

132 East State Capitol

Charleston, WV 25305
(304) 348-2040
Angela White

Legislation: No ethics code this year. - A comprehensive ethics hill passed
one house but not the other. Look for possible legislation from the next ses-
sion of the legislature.

WISCONSIN

Wisconsin State Ethics Board
125 South Webster Street
Madison, Wisconsin 53702

~(608) 266-8123
Executive Director: R. Roth Judd

Legislation: Burden of proof altered. - fit is now easier to grove a violation of
Wisconsin's ethics code. A violation must now be established by clear and con-
vincing evidence in an administrative proceeding.  Formerly the Board had to
prove its case "beyond a reasonable doubt," even in a civil case.

Legislation: Penalties Increased, - The Eenalt for a violation of Wisconsin's
ethics code has been increased from S500 to 95.000 plus any economic benefit
derived improperly.

WYOMING

Secretarg State's Office
tate Capitol
Cheyenne, W omlng7 §2002-0020
(307) 777-1186 .
Deputy Secretary of State: Margy White

Wyoming repons no significant legislation or litigation.
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UNOITED STATES (FEDERAL)

ffice of Government Ethics
1625 K Street, N.W. Suite 400
PO Box 14108
Washlngton, D.C. 20044
_ (2 ZL 632-7642
Director:  Frank Q. Nebekev

Legislation: Ethics office reauthorized. - Public Law 100-598 was signed
November 3, 1988.  This law reauthorizes the Office of Government Ethics
Prants of new enforcerasnt authority. ~ This act extends the office's lease on
ife for another 6 years. The office of Governmental Ethics will become an in-
dependent agency as of September 1989. CurrentI?{ it is a part of the Office of
Personnel Management.  Thislaw also  establishes procedures — whereby the
Capitol Office may orde:: corrective action by employees.

Legislation: Poftemployment provision vetoed - The President has vetoed
H. R. 40-53 which would have established pest employment restraints upon
employees of the Executive Branch.  There continues to be considerable con-
trovers_* about the measure’'s merits, ~ One government official familiar with
this bill indicated that this bill established good policy and Frocedure until its
final days. Then, its effectiveness was compromised in its last2 days before
the  Congress when itlfcecame “an arcane and disastrous piece of legislation."
The bill was passed on a voice vote, arguably because no one wanted to be
recorded on a roil call on this issue on the days prior to November's election.

In mid Novembet 19.88 there was enacted a bill establishing post em-
Bloyment provisions for procurement personnel in the Officeof Federal
rocurement Policy.  (Was this legislation or rule)

Litigation:  Nepotism. - unites scates vs cuna . 803 FeC. 2d 242 (4th Circuit.
1988 reversing 670 F.Supp. 654 (east district of Virginia)) involved a proceed-
ing against a U.S. Government emploYee whohad recommended promotion and
[?ay increase for his spouse who was also an employee of the U. S. Government.
he defendant arguedthat his action couldnot contravene laws  regulating
conflicting interests because his actions involved the internal affairs of the
United States Government rather than a conflict of the U. S. Government and a
separate organization.  He lost.

Administrative action? LUe'l'see. - Saying he's "personallydisturbed" and
"tired of being embarrassed” by the ethical lapses in government, GeorPe_ Bush
proposed establishing a "strict code of ethics” and a new ethics panel in the
White House to "avoid the excesses of the past". . S
_ Bush said he was critical of corruption at the White House but said this
did not include President Reagan. . .

Bush said people should "come to serve, not to profit" when taking a
government job. As to whether his code of ethics would apply to subordinates
who lie to Congress. Bush said "I haven't drawn upthe code of ethics.
Certainly, telling the truth should be pan of it"
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CANADA

Assistant Deputzy Registrar General of Canada
07 Queen Street
Ottawa, Ontario, Canada K1A 0C9
, . (613) 995-07,21 _ .
Assistant Deputy Registrar General of Canada: Jcan-Pierre Kingsley

Legislation: Ethics Commission. - Canadian Prime Minister Brian Mulroneys
Conservative gove.nment introduced conflict-of-interest legislation which
would have applied to all members of Parliament, as well as to cabinet minis-
ters, opposition-party leaders and parliamentary secretaries. ~ The legislation
called for disclosure of all private interests to a new three-member commis-
sion. which to be appointed by the government after consultations with oppo-
sition parties. ~ The new commission was to assist members of Parliament to
avoid conflicts when arranging their affairs.  Penalties were to be levied at
the discretion of Parliament. . .

The legislation was tabled in the House of Commons and did not pass.
There arc expectations that the legislation will be reintroduced in the new

Parliament and pass.

NEWFOUNDLAND

Lieutenant-Governor 'amcs McGrath announced during the throne speech
that the second phase of a two-tiered program to oversee conflict of interest is
being established.  The first stage was the establishment of a panel to review
administrative decisions relatlng to the Newfoundland public service and
conflicting interests. ~ The second stage is establishment of a tribunal to over-
see standards of conduct for cabinet ministers.

ONTARIO

Policy Development Division
Ministry of the Attorney General
18 King Street East, 15th floor
Toronto. Ontario M5C 1C5
(416) 965-0577
Karen Cohl

On February 9, 1988, the Ontario Legislature passed a bill requiring all mem-
bers to disclose their assets to a conflicts commissioner.  The 100 MPP's who are
not in the cabinet have until mid-June to disclose to the commissioner their
assets and those of their immediate family. All 30 cabinet ministers have al-
ready made suchdeclarations. ~ The ministers arc to place their assets in a
management trust, which, unlike a blind, trust, allows them to keep track of
what ‘they own. They are to withdraw from cabinet discussions on matters in
whych they havean ~interest.  The opposition parties opposed the legislation,
contending that the provisions of the act permitting ministers to retain their
assets could put them in a conflict. The opposition argued that the public has
no was ofknowing  whether ministers withdraw from cabinet discussions, and
while the Cabinetis  keeping a list of which ministers declare a conflict of in-
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terest, the list will be available only to the conflict commissioner, who will be
a servant of the Legislature, and not the public unless he decides to make the
complaint public after recelvmg a complaint.  MPP's will be permitted to own
businesses, but will be forbidden from participating in any decisions which
could further their private interests.
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You asked Legislative Research to provide information
regarding the advantages and disadvantages of the "revolving door"”
employment policy. This memorandum provides background information
on the policy and summarizes state laws that provide for some form

of post-employment restriction.

BACKGROUND

Many believe that public confidence in the integrity of
elected and appointed officials is essential for effective
government. And according to one author, the independence of the
regulatory process is a crucial factor of that confidence.l An
examination of this independence presents a major concern regarding
the appearance of impropriety and also conflict of interest,
particularly in the "revolving door"™ practice of some states.

The term "revolving door"” has been used to describe the
interchange of personnel between public and private sector.
But recently, there has been additional concern about the revolving
door between state agency heads and the industries they regulate.
Some believe that such an interchange hinders an agency"s
effectiveness and independence. For example, the impartiality with
which the agency exercises its independence may be compromised when
significant numbers of policymakers come from the regulated
industry. According to one source, an industry that employs a
former government official might anticipate preferential
treatment.2 But others believe that an industry cannot adequately

~JEdna Earle Vass Johnson, "Agency 'Capture’: The ’Revolvin% Door' Between Regulated
Industries and Their Regulating Agencies," 18 U. Rich, L. Rev. 95 (1983).

21bid., p. 9.
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serve its clientele without knowing how the government process
works, ™"having a feel for likely new directions and preparing [their
clientele] to live in tomorrow®"s regulatory environment."3

As indicated, the revolving door situation may be both
useful as well as dangerous. Some of the potential dangers include:

(1) Can the regulatory agency be unduly influ—
enced by former government officials or
employees in the performance of its
regulatory functions?

(2) Do former agency employees seek and receive
special favors from their former friends and
colleagues in uhe agency that are not
available to others?

(3) Is confidential information made available to
regulatory or government agencies?

(4) What is the potential for disloyalty if the
"revolving door™ 1is perceived as an
opportunity for future gratification?

(5) Has government service become a training
ground for insincere and self-serving
government employees?

(6) Will former industry employees who have
entered agency employment through political
appointment, or otherwise, unduly influence
the activities of the regulatory agency for
the benefit of their former private
employer?

On the other hand, there are certain benefits to be gained by
regulatory agencies and the public resulting from the revolving door

practice. For example, it is significant to our political system
that each new administration appoint top level officials in
accordance with its philosophy. In order to recruit high quality
individuals for government service, there must not be undue
restrictions on their movement back into the private sector. "New
blood* 1is infused into the agencies when former industry personnel
enter government service. Former industry employees bring new

perspectives, 1ideas, and knowledge to the agency allowing the
regulatory process to be more responsive to the real world of

industry.

~ ™Robert H. Mundheim, "Conflict of Interest and the Former Government Employee:
Rethinking the Revolving Door," 14 Creighton L. Rev. 707 (Spring 1980/81).
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The efficiency and quality of the relationship between
industry and its regulatory agency can be enhanced when former
agency employees are employed by or represent private
organizations. Former agency employees can serve to educate and
inform their private employers and the public of the workings of the
agency. That 1is, understanding agency procedures, policies, and
regulations provides a climate for more effective communication
between an industry and its regulatory agency. Further, if the
revolving door be“ween the regulated industry and its regulating
agency 1is hindered, an elite core of unresponsive government
servants could result.

OTHER STATES

According to one source, at least 25 states have adopted some
type of post-employment restrictions with regard to government
employees.4 in addition, some states prohibit legislators or
state employees from using their office to seek advantages. For
example, Hawaii law provides that such individuals may not use their
current employment to seek other employment or contract
services.5 And under Arizona law, officers and employees are
prohibited from representing another person before a public agency
of past employment within the preceding 12 months.6

Florida and lowa post-employment restrictions are specifically
targeted toward unethical practices of former regulatory
commissions. In lowa, the law prohibits individuals who have served
on such commissions from accepting compensation or rendering special
favors with respect to licenses, contracts, certificates, or in
promoting the passage of certain bills or resolutions before the
legislature.7 Florida prohibits former commissioners of the
Public Service Commission from appearing before the commission
representing a client or any industry regulated by the commission
for a period of two years following termination of commission
service.8

4Neal R. Price, "The Ethics of Revolving-Doorism," Boston Globe. June 23, 1986.
AHawaii Rev. Stat. § 84-13(1).

6Ariz. Kev. State Ann. § 38-504.

Tlowa Code Ann. § 68B.7.

8Fia. Stat. Ann. § 350.0605(1)
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CODE OF ETHICS FOR PUBLIC OFFICIALS AND EMPLOYES
(Text as of July I, 1985 and reflecting
1985 Wisconsin Acts | - 29)

1941 Declaration of policy. (1) It is declared that high moral and ethical stan-
dards among state public officials and state employes are essentia! to the conduct of
free government; that the legislature believes that a Code of Ethics for the. guidance
of state public officials and state employes will help them avoid conflicts between
their personal interests and their public responsibilities, will improve standards of
public service and will promote and strengthen the faith and confidence of the people
of this state in their state public officials and state employes.

13

(2 It is the intent of the legislature that in its operations the board shall protect

to the fullest extent possible the rights of individuals affected.

1942 Definitions. In this subchapter:

(1) "Anything of value™ means any money or property, favor, service, payment,
advance, forbearance, loan, or promise of future employment, but does not include
compensation and expenses paid by the state, fees, honorariums and expenses which
are permitted and reported under s. 19.56, political contributions which are reported
under ch. IlI, or hospitality extended for a purpose unrelated to state business by
a person other than an organization.

(2) "Associated", when used with reference to an organization, includes any
organization in which an individual or a member of his or her immediate family is a
director, officer or trustee, or owns or controls, directly or indirectly, and severally
or in the aggregate, at least 10% of the outstanding equity.

(3) "Board" means the ethics board.

(4) "Candidate for state public office™ means any individual who files nomination
papers and a declaration of candidacy under s. 821 for the purpose of appearing on the
ballot for election as a state public official or any individual nominated for the pur-
pose of aopearing on the ballot for election as a state public official through the
write-in process or by appointment to fill a vacancy in nomination and who files a
declaration of candidacy under s. 8.21.

(5) "Department” means the legislature, ihe university of Wisconsin system, any
authority or public corporation created and regulated by an act of the legislature and
any office, department, independent agency or legislative service agency created
under ch. 13, 14, or 15 any vocational, technical and adult education district or any
constitutional office other than a judicial office.

(6) "Gift" means the payment or receipt of anything of value without valuable
consideration.

(7) "Immediate family"™ means:

(@ An individual's spouse; and

(b) An individual's relative by marriage, lineal descent or adoption who receives,
directly or indirectly, more than one-half of his or her support from the individual or

from whom the individual receives, directly or indirectly, more than one-half of his or
her support.



