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“You can’t make a good deal with a bad person.”

-Warren Buffett-

@PublicPowerOrg #PublicPower3 Erika Andersen, 23 Quotes from Warren Buffett on Life and Generosity, Forbes, Dec. 2, 2013, available at 
https://www.forbes.com/sites/erikaandersen/2013/12/02/23-quotes-from-warren-buffett-on-life-and-generosity/#21f4109af891.



“It’s much easier to stay out of trouble 
now than to get out of trouble later.”

-Warren Buffet-

@PublicPowerOrg #PublicPower4 Erika Andersen, 23 Quotes from Warren Buffett on Life and Generosity, Forbes, Dec. 2, 2013, available at 
https://www.forbes.com/sites/erikaandersen/2013/12/02/23-quotes-from-warren-buffett-on-life-and-generosity/#21f4109af891.



Ethics Rules and Codes
• Many different professional standards.

• Simple rule to follow:
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“Here’s our code of ethics: If it turns your 
stomach even a little bit, don’t do it. 

Period.”

Mark Herrmann, The Curmudgeon’s Guide to Practicing Law 124 (American Bar Association 2006). 



Ethics Rules and Codes
• More complex ethical codes – what framework applies?

• Model Rules of Professional Conduct – State versions and ABA
versions.

• In Kentucky, there are “distinct ethics frameworks applicable to four
categories of government officials: state executive, state legislative,
and state judicial branches, and local government.”

@PublicPowerOrg #PublicPower6
Edward B. Hatchett, Jr., Auditor of Public Accounts, Local Government Ethics Codes and Boards, Performance Audit i (Sept. 1, 2000) available 
at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2000localgovernmentethicscodeboards.pdf.



“The intent of KRS 65.003 was 
to establish ethical standards 
that encourage public trust 

and confidence in local 
officials.”

@PublicPowerOrg #PublicPower7
Edward B. Hatchett, Jr., Auditor of Public Accounts, Local Government Ethics Codes and Boards, Performance Audit 10 (Sept. 1, 2000) 
available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2000localgovernmentethicscodeboards.pdf.



Ethics Rules and Codes
• KRS 65.003 was enacted in 1994. Id. at i. It is the controlling statute for

local government in Kentucky. Id. at i.

• It requires cities to adopt ethics codes applicable to elected officials,
but only those appointed officials or employees as specified in the
code of ethics. KRS 65.003(1)(a).

• So, it is possible that some appointed officials and employees would
not be subject to an ethics code. Edward B. Hatchett, Jr., Auditor of Public Accounts, Local Government Ethics Codes

and Boards, Performance Audit 13 (Sept. 1, 2000) available at
http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2000localgovernmentethicscodeboards.pdf.
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Ethics Rules and Codes
• KRS 65.003(3) notes that “[e]ach code of ethics . . . shall include but not

be limited to provisions which set forth:
a) Standards of conduct for elected and appointed officials and employees;

b) Requirements for creation of financial disclosure statements, which shall be filed annually by all
candidates for the city, county, or consolidated local government elective offices specified in
subsection (1) of this section, elected officials of each city, county, or consolidated local
government, and other officials or employees of the city, county, or consolidated local government,
as specified in the code of ethics, and which shall be filed with the person or group responsible for
enforcement of the code of ethics;

c) A policy on the employment of members of the families of officials or employees of the city, county,
or consolidated local government, as specified in the code of ethics;

d) The designation of a person or group who shall be responsible for enforcement of the code of
ethics, including maintenance of financial disclosure statements, all of which shall be available for
public inspection, receipt of complaints alleging possible violations of the code of ethics, issuance
of opinions in response to inquiries relating to the code of ethics, investigation of possible violations
of the code of ethics, and imposition of penalties provided in the code of ethics.”

@PublicPowerOrg #PublicPower9



Ethics Rules and Codes
• The Department of Local Government is tasked with “review[ing] ordinances tendered

to it to determine if essential requirements of an ordinance are present.” OAG 94-69,
1994 Ky. AG LEXIS 301, at *8 (Ky. A.G.).

• The department “should find a failure to comply with KRS 65.003 only where basic
elements required by KRS 65.003 are not present.” Id. at *9.

• KRS 65.003(3)(d) provides for the investigation of ethics complaints and “imposition of
penalties”, but it does not provide subpoena power. Hence, the power to investigate is
limited. Edward B. Hatchett, Jr., Auditor of Public Accounts, Local Government Ethics Codes and Boards, Performance Audit 15 (Sept. 1,
2000) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2000localgovernmentethicscodeboards.pdf.
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Ethics Rules and Codes
• KRS Chapter 65A expanded the applicability of ethics codes to “special purpose

governmental entities.”

• This is an entity that:
1. Exercises less than statewide jurisdiction;

2. Exists for the purpose of providing one (1) or a limited number of services or functions;

3. Is governed by a board, council, commission, committee, authority, or corporation with policy-
making authority that is separate from the state and the governing body of the city, county, or cities
and counties in which it operates; and

4. a. Has the independent authority to generate public funds; or

b. May receive and expend public funds, grants, awards, or appropriations from the state, from any
agency, or authority of the state, from a city or county, or from any other special purpose

governmental entity.

KRS 65A.010(9)(a).
@PublicPowerOrg #PublicPower11



Ethics Rules and Codes
• KRS 65A.070(1)(a) notes that “[t]he board, officers, and employees . . .

shall be subject to the code of ethics of the establishing entity in which
the special purpose governmental entity’s principal business office is
located.”

• KRS 65A.070(2) says that “[t]he governing body of a special purpose
governmental entity may adopt ethics provisions that are more
stringent than those of the establishing entity in which its principal
business office is located.”

@PublicPowerOrg #PublicPower12



Ethics Rules and Codes
• Thus, if the establishing entity’s ethics policy does not cover its

employees and the special purpose governmental entity does not
adopt more stringent provisions, then its employees are not covered
under an ethics code.

• Statute does not define “more stringent.”
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Case Studies
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Case Study: Blue Grass Airport
• Kentucky Auditor of Public Accounts over 

the past decade has reported on several 
agencies. 

• Blue Grass Airport (Lexington, KY) was 
one of the first in 2009.

• Many different issues in these reports 
relating to ethical conduct. 

@PublicPowerOrg #PublicPower15
Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Lexington Blue Grass Airport 
(Feb. 25, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009bluegrassairportexamination.pdf.



Case Study: Blue Grass Airport 
• Blue Grass Airport examination 

discussed a variety of topics: excessive 
spending, missing financial records and 
nepotism. Id. at i-v. 

• Some recommendations related to 
ethics policies include:

o Nepotism Policies. Id. at 79-80. 

o Anonymous reporting procedures. Id. at 53-54. 

@PublicPowerOrg #PublicPower16 Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Lexington Blue Grass Airport 
(Feb. 25, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009bluegrassairportexamination.pdf.



Case Study: Blue Grass Airport 
• Nepotism: The Auditor noted: 

“According to the Board’s Ethics Code and Conduct, no officer or employee shall advocate, recommend, or
cause the employment, appointment, promotion, transfer or advancement of his or her own relative to an
office or position of employment with the Lexington-Fayette Urban County Airport Board. Relatives are
defined to include an officer’s or employee’s spouse, child, parents, siblings, grandparents, grandchildren,
uncles, aunts, nephews, nieces, first cousins, step-mothers, step-fathers, sep-brothers/sisters (sic), half-
brothers/sisters, sisters/brothers-in-law, or mothers/fathers-in-law. Additionally, no officer or employee shall
supervise or manage the work of a relative.” Id. at 80.

• “[The Auditor] recommend[ed] that employees sign an acknowledgement form stating that they have
received and understand the Board Ethics Code and Conduct. [The Auditor] further recommend[ed] the Board
evaluate its current Ethics Code and Conduct policy to ensure it is up-to-date. [The Auditor] recommend[ed]
the BGA Human Resources Manager report any issue regarding nepotism to the Board.” Id. at 80.

@PublicPowerOrg #PublicPower17
Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Lexington Blue Grass Airport 
(Feb. 25, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009bluegrassairportexamination.pdf.



Case Study: Blue Grass Airport 
• Anonymous reporting and communication:

• The Auditor found that communication to the Board “[was] provided through the
structural hierarchy.” Id. at 54.

• The Auditor wrote that information should instead be provided to the Board by
multiple sources to provide “independent verification.” Id. at 54.

• This could include revision of the organizational structure and anonymous
reporting via “multifaceted” means such as: email, a 1-800 complaint number,
and a postal address. Id. at 54.

@PublicPowerOrg #PublicPower18
Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Lexington Blue Grass Airport 
(Feb. 25, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009bluegrassairportexamination.pdf.



Case Study: Kentucky Association of Counties, 
Inc.
• Next report issued in 2009 discussed the Kentucky Association of 

Counties. Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial 
Transactions, Policies, and Procedures of the Kentucky Association of Counties, Inc. (Oct. 29, 
2009) available at
http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kacoexamination.pdf.

• Discussion on ethics issues such as conflicts of interest, gifts and financial 
disclosure. 

• Several lawsuits resulted from reporting of misconduct and retaliation 
against whistleblowers thereafter. “In total, KACo and KALF incurred $1.7 
million to cover court settlements and legal expenses in connection with 
these cases.” Id. at 92. 

• What else could your organization do with $1.7 million? What about 
morale? And public perception? 

@PublicPowerOrg #PublicPower19



Case Study: Kentucky Association of Counties, Inc.

1) General Standards of Conduct

2) Conflicts of Interest in Contracts and Agreements

3) Acceptance of Gifts and Gratuities

4) Solicitation

5) Employment of Relatives

6) Use of [Agency] 
Property/Equipment/Personnel/Time

7) Use of Official Position to Obtain a Financial Gain or 
Private Benefit

8) Representation

9) Misuse of Confidential Information

10) Outside Employment/Service on Boards or 
Commissions

11) Honoraria

12) Investment/Stock Ownership

13) Post-Employment

14) Political Activity

15) Financial Disclosure” 

Id. at 102. 
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• “[According to the Auditor,] [i]n developing a comprehensive code of ethics
for . . . boards and staff, the following ethics policy areas for conduct should
be considered:

Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Kentucky Association of 
Counties, Inc. (Oct. 29, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kacoexamination.pdf.



Case Study: Kentucky Association of Counties, 
Inc.
• The Auditor again noted the importance of independent reporting “to

insure compliance with the code of ethics adopted.” Id. at 91, 102.

• The Board needed “a reporting process that encouraged the receipt of
independent information or a whistleblower policy for [Agency]
employees.” Id. at 91.

• Likewise, training (initial and annually thereafter) regarding the policy is
important. Id. at 102.

@PublicPowerOrg #PublicPower21
Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Kentucky Association of 
Counties, Inc. (Oct. 29, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kacoexamination.pdf.



Case Study: Kentucky League of Cities
• In December of 2009, the Auditor issued a report discussing the Kentucky League of

Cities, Inc. Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial
Transactions, Policies, and Procedures of the Kentucky League of Cities, Inc. (Dec. 17,
2009) available at
http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kyleagueofcitiesreport.p
df.

• Common issues with other cases included:

− No comprehensive code of ethics and no training; Id. at v.

− Conflicts of interest; Id. at v-vi.

− No policies regarding gifts; Id. at vi.

− No requirement to file financial disclosures; Id. at vi.

− No whistleblower policy; Id. at vi.

− No training regarding “legal and fiduciary responsibilities.” Id. at vii.
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Case Study: Kentucky League of Cities
• Conflict of Interest:

− “KLC spent $1.4 million during the review period, and $2.1 million during the last 10 years, for legal
services with law firms where the spouse of KLC's Executive Director/CEO is a partner.
According to interviews of KLC staff, the Chief Insurance Services Officer told KLC’s General
Counsel that the Executive Director/CEO’s spouse was not getting enough work. An Executive
Staff member stated that the firm would not have received as much business from KLC if the
Executive Director/CEO's spouse had not been a partner there.” Id. at 64.

@PublicPowerOrg #PublicPower
23

Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Kentucky League of 
Cities, Inc. (Dec. 17, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kyleagueofcitiesreport.pdf.



Case Study: Kentucky League of Cities
• Conflict of Interest:

− “KLC spent $28,600 at a restaurant owned, in part, by the spouse of KLC's Executive
Director/CEO. According to interviews, employees were encouraged to use the restaurant for
KLC entertainment purposes and it would not have received as much business from KLC had it
not been owned by the spouse of the Executive Director/CEO. Furthermore, KLC vendor use of
the restaurant when entertaining KLC staff was reported to be much more significant than the
expenses incurred by KLC. KLC’s conflict of interest policy as provided in its Employee Handbook
in place at the time, required employees to notify the Executive Director/CEO of any financial
interest in any company or firm doing business with KLC.” Id. at 64.

• Gifts:

− Trips, meals and golf. Id. at 71. 

@PublicPowerOrg #PublicPower24
Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Kentucky League of 
Cities, Inc. 
(Dec. 17, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kyleagueofcitiesreport.pdf.



Case Study: Kentucky League of Cities
• Financial Disclosures:

− “The Board should consider including the following disclosures on its 
prescribed form:

@PublicPowerOrg #PublicPower25
Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Kentucky League of 
Cities, Inc. 
(Dec. 17, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kyleagueofcitiesreport.pdf.

 name, business and home addresses, telephone 
number, and e-mail address of the filer; 

 title of position or office whereby filing is required; 

 any other occupation or positions of the filer or 
filer’s spouse; 

 businesses in which the filer or filer’s spouse hold 
at least a specified percentage of interest 
(percentage should be numerically stated in 
policy); Id. at 74. 

 sources of income to the filer, filer’s spouse, or filer’s 
immediate family members exceeding a specified amount 
(dollar amount should be specified in policy); 

 real property owned by the filer, the filer’s spouse, or the 
filer’s immediate family, and its location; 

 creditors of the filer, the filer’s spouse, or the filer’s 
immediate family who are owed more than a specified 
amount (dollar amount should be specified in the policy); 
and, 

 sources of gifts over a specified amount (the dollar amount 
should be specified in the policy) to the filer, the filer’s 
spouse, or the filer’s immediate family, except those from 
family members.” Id. at 74. 



Case Study: Kentucky League of Cities
• “The policy should further require an affirmative statement by the filer that

he or she has no interest that would cause a conflict with his or her official
duties. Sanctions for noncompliance with the filing requirement should also
be detailed in the policy.” Id. at 75.

@PublicPowerOrg #PublicPower26
Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Kentucky League of 
Cities, Inc. (Dec. 17, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kyleagueofcitiesreport.pdf.



Case Study: Kentucky League of Cities
• Need for a whistleblower policy:

“Without a method for employees or other citizens to report potential violations of policy 
without fear of repercussion, for the board to follow-up and investigate a reported complaint, 
and for a determination to be made that includes consequences for violations or exploits, 
abusive actions by employees and board members may exist that are never corrected.” Id. at 
75. 

@PublicPowerOrg #PublicPower27
Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Kentucky League of 
Cities, Inc. (Dec. 17, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kyleagueofcitiesreport.pdf.



Case Study: Kentucky League of Cities
• Board should have an orientation that includes “ethical requirements of

board members and staff.” Id. at 84.

• “Material for the orientation should be written and formally presented in a
manual to facilitate the orientation process.” Id. at 84.

• “[O]rientation [should] be facilitated by a knowledgeable independent party,
such as a board attorney who can participate in and oversee the orientation
training.” Id. at 84.

@PublicPowerOrg #PublicPower28
Crit Luallen, Auditor of Public Accounts, Examination of Certain Financial Transactions, Policies, and Procedures of the Kentucky League of 
Cities, Inc. (Dec. 17, 2009) available at http://apps.auditor.ky.gov/Public/Audit_Reports/Archive/2009kyleagueofcitiesreport.pdf.



Suggested Program Elements
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Suggested Program Elements
• Budgets - Are a reflection of the organizations priorities as established by 

the governing body.

• At least for initial and recurrent training. (KLC Report). 
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Suggested Program Elements
• Ethics Code containing the required elements. 

• Reporting Hotline – allow for anonymous reports.

• Whistleblower Policy – A policy is a separate layer of defense. Some states 
have whistleblower statutes. Whether an employee is covered depends on the 
statute. In Kentucky, “cities are not ‘political subdivisions’ under the 
Whistleblower Act, and . . .[city employees are] therefore not protected by its 
provisions.” Wilson v. City of Central City, 372 S.W.3d 863, 870 (Ky. 2012).  

• Prevention of retaliation. Just like in the employment law context. 
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Suggested Program Elements

• Training – Top element in the prevention of ethical violations. As in other
contexts as well, i.e. harassment, it’s not good if the last time the employee
saw the policy was at orientation on the first day of employment.

• Not only the chance to review the substantive material, but also to display
management support.
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Suggested Program Elements
• Conflicts of Interest:

• Conflict disclosures containing the elements relevant to your jurisdiction.  

• Ask the same of your vendors as well. 
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Resources

@PublicPowerOrg #PublicPower34

• www.cityethics.org

• Robert Wechsler, Local Government Ethics Programs: A Resource for Ethics 
Commission Members, Local Officials, Attorneys, Journalists, and Students, And A 
Manual for Ethics Reform (City Ethics, Inc. 2d ed. 2013) available at 
http://www.cityethics.org/files/lgep1-0%20-%20Robert%20Wechsler.pdf.



QUESTIONS?

THANK YOU
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