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HHHH olding true to a campaign pledge made last 
fall, the Bush Administration rolled-out its 

proposed budget for Fiscal Year 2002 without any 
provision to tax the investment income of trade 
and professional associations. 
 
The “anti-association tax” had been introduced as 
a revenue-raiser in the previous two fiscal year 
budget proposals, but met with defeat on both 
occasions thanks to bipartisan opposition in Con-
gress and a strong grassroots campaign mounted 
by ASAE and its members. 
 
The plan would have jeopardized the financial 
futures of tens of thousands of associations by 
taxing their interest, dividend, royalty and rental 
income and by boosting their tax burden by an 
estimated $1.5 billion dollars over five years. 
 
While campaigning last fall, then Governor 
George W. Bush went on record saying he would 
not propose a tax on the investment income of 
association if elected. Bush had stated that “such 
a tax would reduce the resources available for vi-
tal (association) programs and services that help 
communities nationwide” and that he would “not 
discourage contributions made… for the public 
good.” 
 
ASAE expressed relief that the Administration’s 
position on the “anti-association tax” has re-
mained consistent, and extended thanks to the 
association community for its cohesive and clear 
stand against this plan over the past two years. 
 
“Trade and professional associations rely on in-
vestment income to carry out the many important 
programs and services that benefit our nation’s 
communities, as well as to guard against periods 
of economic downturn,” commented ASAE 
President and CEO Michael S. Olson, CAE. 

“This issue brought the association community 
together as few issues have, and we’re thankful the 
current Administration appears to have heard our 
collective arguments against such a threatening 
proposal.” 
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Although this year’s 
regular legislative ses-
sion officially came to 
an end on the evening 
of May 9, 2001, that 
didn’t stop the Governor 
from calling a special 
session intended to con-
front the growth issues 
that the legislature 
failed to address during 
the regular session. 
After working an ex-
tended schedule from 
May 10 to May 21, the 
legislature decided to 
dismiss having yet to 
formally accept a public 
policy on growth. Will 
growth continue to re-
main in Colorado? Will 
Amendment 24 rise 
from the ashes like a 
great Phoenix to fight for 
us in the next election? I 
think you can count on 
it. Meanwhile, consider 
that it only cost the tax-
payers of this state 
$150,000 to debate 
that issue and not come 
up with any solution. 

Page 1:Page 1:Page 1:Page 1:    
Anti-Association Tax 
 
Section 527 
Compromise 

 
Page 2:Page 2:Page 2:Page 2:    

Patient Privacy 
 
Health Insurance Tax 
Credits 

 
Page 3:Page 3:Page 3:Page 3:    

Health Reform Update 
 
New Medical Savings  
Account Bill 
 
Non-Profit Mail Update 
 
Vermont Sides with 
Associations 

Noteworthy:Noteworthy:Noteworthy:Noteworthy:    

The Capitol Journal would like to extend our deepest appreciation to all those who have 
provided us with valuable feedback and continued support throughout the year! 

SENATOR HUTCHISON INTRODUCES 
SECTION 527 COMPROMISE 
 
Senator Kay Bailey Hutchison (R-TX) has 
introduced compromise legislation that 
would do away with many of the new disclo-
sure requirements placed on state political 
action committees as part of last year’s dis-
closure law. The bill (S. 744) would elimi-
nate the need for state PACs to file periodic 
reports under most circumstances. It is co-
sponsored by Sen. Russ Feingold (D-WI) and 
Joe Lieberman (D-CT). While the proposal 
does not go as far as the ASAE-backed H.R. 
527 or S. 527 bills, it would relieve many of 
the state PACs duplicative reporting bur-
dens. 
 
Sen. Hutchison has been very persistent in 
pushing for an end to this needless filing 
requirement. Previously, she introduced the 
compromise language as an amendment 
during the Senate debate over campaign 
finance. She ended up withdrawing the 
amendment when it became apparent that 
there were problems with initiating this leg-
islation to the Senate. In a colloquy on the 
final day of the debate, Sen. Hutchison 
sought and obtained the support of Sen. 
John McCain (R-AZ) for the merits of the 
amendment that she had proposed and 
subsequently withdrawn. 
 
On the House side, a similar bill introduced 
by Rep. David Vitter is rapidly gaining co-
sponsors (52 at last count.) 
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ADMINISTRATION TO SUPPORT 
PATIENT CONFIDENTIALALITY 

As of April, a small number of carriers were 
already putting the new rules into effect, which 
means that they may place compliance require-
ments on agents prior to the April 14, 2003 
deadline. This is not illegal on their part, but it 
may be premature, as no one knows for sure 
what revisions will be made to the regulation. 
NAHU appreciates all of you who responded 
to our request for comments on the regulation 
and will work to keep you informed of devel-
opments as they occur. When the final changes 
are announced, NAHU will provide you with a 
summary of the regulation to assist you in 
compliance. For more information on the pri-
vacy issue, visit: www.nahu.org/government/
issues/privacy_initiatives/index.htm 

HEALTH INSURANCE TAX CREDITS 
 

CCCC ongressman Armey introduced tax 
credit legislation which is similar to 

his Fair Care bill from the 106th Con-
gress. The bill, number HR1331, provides 
a tax credit of $1,000 for individuals and 
$3,000 for families, which may only be 
used to buy coverage in the individual 
health insurance market. The bill also in-
cludes language requiring states to offer 
high-risk pools for uninsurable individu-
als, and a section that requires employers 
who offer coverage now to do so for five 
years after enactment of the legislation. 
We are working to improve the language 
currently in the legislation. Current co-
sponsors are: Ballenger, Bonilla, Cantor, 
Tom Davis, Ford, Gillmor, Hostetler, 
Kolbe, McHugh, Pryce, Rogers, Sensen-
brenner, Tancredo, Blagojevich, Bono, 
Cannon, Jo Ann Davis, De Mint, Fosella, 
Hart, Isakson, Lipinski, McKinney, Re-
hberg, Schaffer, and Chris Smith. The 
companion bill in the Senate is sponsored 
by Rick Santorum (R-PA). The bill number 
is S683. Current Senate co-sponsors are 
Zell Miller, Torricelli, and Bob Smith. 
 
Additionally, Senator Jeffords has also 
introduced a tax credit bill. The tax credits 
would be available to individuals with 
gross income less than $35, 000 for indi-
viduals and $55,000 for families in the 
following amounts: $1,000 for individuals 
and $2,500 for families who purchase 
coverage in the individual market and 
$400 for individuals and $1,000 for fami-
lies for purchase in an employer-
sponsored plan. 

Information reprinted courtesy of NAHU’s 
Washington Update 
    

HHHH HS Secretary, Tommy Thompson, has 
announced that the Administration, at the 

direction of President Bush, will immediately 
implement patient privacy protections. The new 
comment period on the regulation that ended 
March 31 drew 24,000 comments. In his an-
nouncement, Thompson stated, “Today, I am 
pleased to announce that the President is taking 
a bold and definitive step to protect the rights of 
citizens to keep their medical records confiden-
tial. President Bush wants strong patient privacy 
protections put in place now. Therefore, we will 
immediately begin the process of implementing 
the patient privacy rule that will give patients 
greater access to their own medical records and 
more control over how their personal informa-
tion is used.” Secretary Thompson said that the 
rule would be modified in the following ways: 
 
1. Doctors and hospitals will have access to 

necessary medical information about a pa-
tient they are treating and they will be able 
to consult with other physicians and special-
ists regarding a patient’s care. This will al-
low health providers to make informed de-
cisions about care and treatment. 

2. Patient care will be delivered in a timely 
and efficient manner and not unduly ham-
pered by the confusing requirements previ-
ously associated with consent forms. An 
example of this change would be pharma-
cists would be able to fill prescriptions over 
the phone. 

3. Parents will have access to information 
about the health and well being of their 
children, including information about men-
tal health, substance abuse, or abortion. 

 
The effective date of the rule, as eventually 
modified, will be April 14, 2001. The imple-
mentation deadline is April 14, 2003. Although 
we are pleased that the Administration recog-
nizes the need to fix major problems with the 
regulation, NAHU feels strongly that it would 
have been preferable to delay the effective date 
so that problems within the regulation would be 
taken care of before resources are spent on 
compliance. The organization is hopeful that 
the problems will be fixed expeditiously before 
entities have expended resources to comply with 
the original rule. 
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WHITE HOUSE ISSUES UPDATE 
ON HEALTH REFORM 

OOOO ne of President Bush’s health care policy 
advisors has said that the White House is 

very encouraged about the language in the Frist/
Jeffords/Breaux patient protection proposal. 
The proposal is expected to limit new patient 
lawsuits to federal court, set caps on damages, 
and put in place a stringent process for exhaust-
ing an independent appeal before a patient can 
go to court. The advisor said Bush wants a fed-
eral patients’ bill of rights that would apply to all 
health plans, feature a rapid and independent 
process for reviewing medical decisions, and use 
litigation only as a last resort, with reasonable 
caps on punitive damages and malpractice pro-
ceedings. Relating to access, the advisor said 
that in addition to Bush’s refundable tax credit 
proposal, which is estimated to cost nearly $72 
billion over 10 years, the current Administration 
is focusing on increased flexibility under the 
current structures of Medicaid and the State 
Children’s Health Insurance Program rather 
than promoting new legislative approaches to 
expand the two public programs. 

MEDICAL SAVINGS ACCOUNT 
BILL INTRODUCED 

AAAA new Medical Savings Account (MSA) bill 
has been introduced by Congressman 

Thomas (R-CA) and Congressman Lipinski (D-
IL). The new bill makes MSA’s permanents, 
expands eligibility of MSA’s to all individuals 
with a qualified high-deductible plan allowing 
participation by individuals and companies of 
any size, lowers the minimum deductible to 
$1,000/individual plan and $2,000/family plan, 
increases the allowance on annual contributions 
to the MSA to equal 100% of the deductible, 
allows both employers and employees to con-
tribute to the MSA account, encourages PPOs 
to offer MSAs, allows MSAs to be offered by 
cafeteria plans, and repeals the 750,000 cap on 
taxpayer participation. The bill number is 
HR1524, and was introduced on April 4. The 
initial co-sponsors are: Armey, Camp, Crane, 
Deutsch, English, Hall, Hayworth, Sam John-
son, Ron Lewis, Ken Lucas, Brady, Cooksey, 
DeLay, Dunn, Fossella, Hart, Nancy Johnson, 
Sue Kelly, Lipinski, McCrery, McInnis, OSE, 
Peterson, Ramstad, Rogers, Pete Sessions, 
Walsh, Dan Miller, Ron Paul, Phelps, Thomas 
Reynolds, Schaffer and Tancredo. Please let us 
know if your legislator might be interested in 
becoming a co-sponsor of this legislation. 

NONPROFIT MAIL UPDATE 
 

TTTT he Alliance of Nonprofit Mail reports 
that the Postal Rate Commission 

(PRC) has issued a 13-page final option 
and recommended decision regarding the 
recently enacted rate hike. The U.S. 
Postal Service (USPS) Board of Governors 
had been protesting the PRC’s earlier rate 
recommendations as too low. According 
to this final opinion, the PRC found the 
USPS request to increase the rates 
“neither justified nor appropriate.” The 
dispute was over the rate hike that was 
enacted in January 2001. It is expected 
that the USPS will soon be proposing new 
rate hikes. 

VERMONT SUPREME COURT 
SIDES WITH ASSOCIATIONS 

AAAA SAE approved of a June 8 ruling by the 
Vermont Supreme Court that affirms the 

unconstitutionality of a state-administered tax on 
lobbying. 
 
The case, which was brought by the Vermont 
Society of Association Executives (VSAE) and 
six other plaintiff associations, was filed shortly 
after the Vermont State Legislature passed a 
provision taxing annual lobbying expenditures 
exceeding $2,500. This provision was part of a 
campaign finance reform measure that took ef-
fect January 1, 1998. The plaintiffs argued in 
Washington County (VT) Superior Court in 
late 1999 that the lobby tax was in fact a special 
tax that singled out and burdened core political 
speech protected by the First Amendment, a 
position supported by the Vermont Supreme 
Court last week on appeal. 
 
In its 24-page ruling, the court held that “the 
lobby tax plainly warrants heightened scrutiny, 
under which it cannot pass constitutional mus-
ter… Taken to it’s logical conclusion, refusing to 
subject a tax on political speech to heightened 
scrutiny unless is disfavored particular view-
points would allow the state to impose a tax so 
great that it could effectively destroy the right to 
petition one’s government, as long as the tax 
burdened all viewpoints equally. That is not the 
law.” 
 
ASAE, which lent financial resources and legal 
counsel and staff support to the plaintiffs’ case,  

 
continued on page 4 
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How to Kill Our Organization 
in 10 Easy Steps: 
 
1. Don’t attend meetings. 
2. If you do attend, find fault. 
3. Decline committee       

appointments, OR 
4. Get sore if YOU are not     

appointed. 
5. Do not work if you can 

help it. 
6. Complain that social 

meetings are a waste of 
time. 

7. Never accept a place at 
the head of the table. 

8. If you are not asked to sit 
there, threaten to resign. 

9. Oppose all banquets and 
parties as a waste of time 
and money. 

10. Don’t rush to pay your 
dues, after all, that’s the 
bookkeepers problem. 

FFFFINALINALINALINAL T T T THOUGHTSHOUGHTSHOUGHTSHOUGHTS::::    

VERMONT SUPREME COURT  
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was concerned about the implications the case 
held for associations in Vermont and nation-
ally. 
 
“This law presented a serious affront to free 
speech in that it singled out lobbyists based on 
the amount they spend to be heard,” com-
mented ASAE President and CEO, Michael S. 
Olson. “ASAE will continue to aggressively 
oppose any attempt to obstruct the basic First 
Amendment right to petition one’s govern-
ment.” 
 
ASAE General Counsel, Jerald A. Jacobs, of 
the Washington D.C. based law firm Shaw 
Pittman, added: “the decision has ramifications 
far beyond Vermont. The court reviewed this 
tax on lobbying under a heightened scrutiny 
test and found that it violates the First Amend-
ment of the U.S. Constitution. That should 
help deter other states or the federal govern-
ment from enacting similar taxation.” 
 
Kevin Dorn, a past president of the Vermont 
Society of Association Executives (VSAE) and  

current CEO of the Home Builders and Re-
modelers Association of Northern Vermont, a 
plaintiff in the case, said all of the associations 
in Vermont that took a stand against the lobby 
tax are to be commended. “VSAE and the 
other plaintiff associations knew they were in 
for a tough battle with the state on this issue, 
and stuck it out through three years of legal 
proceedings,” Dorn said. “That took a lot of 
courage. We also could not have done this 
without ASAE and it’s intellectual, legal, and 
financial guidance.” 
 
 
Articles appearing in this newsletter are re-
printed with permission from the American 
Society of Association Executives (ASAE), 
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