Timothy A. La Sota, PLC

2198 East Camelback Road, Suite 305
Phoenix, Arizona 85016
602-515-2649
tim@timlasota.com

June 25, 2024

VIA EMAIL AND U.S. MAIL TO:

The Honorable Rachel Mitchell
Maricopa County Attorney

301 West Jefferson Street, 7" Floor
Phoenix, Arizona 85003

RE: Investigation of Governor Hobbs’ Violation of A.R.S. § 16-192
Dear County Attorney Mitchell:

This firm represents the Arizona Free Enterprise Club. I write to you to request that
you investigate Governor Katie Hobbs and her so-called Inaugural Fund (“Inaugural
Fund”) and take action to prevent them from engaging in illegal electioneering with funds
held by the Inaugural Fund. This Inaugural Fund is nothing but a slush fund for the
Governor, and it raised close to, if not in excess of $2 million for an event that cost just
over $200,000 to stage. Recently the Fund has been in the news over allegations of “pay
to play”, that is, that a certain donor received preferential treatment for donating, which
Attorney General Mayes Kris Mayes has claimed publicly to be investigating criminally.
(Exhibit 1). But the “rest of the story” is that taxpayer resources were used to raise money
for the Inaugural Fund and the Inaugural Fund apparently intends to use the money it raised
to try to elect Democratic candidates to office.

Previously, Representative David Livingston filed a complaint with the Arizona
Attorney General alleging that any use by the Inaugural Fund monies for the purpose of
influencing an election would be a violation of Arizona Revised Statutes § 16-192.
(Livingston Complaint, Exhibit 2). The Attorney General issued a report in response to
the Livingston Complaint purporting to exonerate Governor Hobbs and the agents of the
Inaugural Fund of wrongdoing. (“AG Report” Exhibit 3).

The AG Report was not coincidentally released the day after Christmas, on
December 26, 2023. Clearly the Attorney General is ashamed and was seeking to bury her
own report, and of course, it was not a real investigation. The partisan Attorney General
has shown time and again that she has no interest in doing anything about wrongdoing
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committed by members of her own Democrat Party. That is why you must act with a full
investigation, and a lawsuit if necessary, to prevent Governor Hobbs from spending this
money, illegally, to elect Democrat allies to office. In summary, these funds are now
tainted in one way and possibly two. The first, and already established is that the funds
were raised using taxpayer resources. And the second is the “pay to play” scandal that has
enmeshed Governor Hobbs and her poorly conceived slush fund.

I. THE INAUGURAL FUND RAISES FUNDS UTILIZING STATE
RESOURCES

The Inaugural Fund was featured prominently on the following taxpayer funded
inauguration webpage, https://inauguration.az.gov/ (Exhibit 4). As the Attorney General
admitted in the AG Report, “The link titled ‘2023 Katie Hobbs Inauguration Fund’ directed
2023 Website visitors to a page (the ‘Donation Page’) that, in turn, directed those interested
in donating to contact Rose Huerta at Rose@KatieHobbs.org, consistent with the direction
provided to Governor Ducey’s webmaster by the Hobbs Campaign.” (AG report, p. 4). In
other words, the Inaugural Fund used an official, taxpayer-funded state website to drum up
donations to the Inaugural Fund by directing individuals and entities to a staffer on her

campaign.

The Attorney General seeks to sweep this wrongdoing under the rug. The Attorney
General admits that “It is unclear how many people viewed the Donation Page of the 2023
Website, contacted Ms. Huerta, and then gave money to the KHIF.” (AG Report, p. 14).
While the Attorney General seems to think that means none of the money is tainted, the
reality is it means all of the money is tainted. That is, if it were possible to determine how
much of the money in the Inaugural Fund could be identified as raised through the use of
state resources it could at least be argued that this sum could be returned to the State of
Arizona and the rest could be used on any lawful purpose, including to influence an
election. But it is simply not possible to know precisely how much money was raised as a
result of the taxpayer-funded advertising for the Inaugural Fund on the State of Arizona
website.

The Attorney General sort of backs into this point its Report. The Attorney General
admits that “Proceeds from the sale of tickets to the Ball went into an account owned by
the Arizona Democratic Party (‘ADP’).” AG Report, p. 6. But then the Attorney General
claims that this taint has been purged because, “after we started our investigation, ADP
transferred that entire sum ($7,950) from the aforementioned account into the State
Promotional Fund.” (/d.) This is an unwitting admission by the Attorney General that it
1s necessary to purge tainted money. But this is not possible with the money raised as a
result of the advertising on the state website.
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This is not the only problem with the AG Report. That is, there is another way that
the Inaugural Fund used state resources to drum up financial support for the Inaugural
Fund. According to The Arizona Republic’s Stacey Barchenger, shortly prior to her
inauguration Governor Hobbs’ agents were busy soliciting $250,000 contributions from
monied special interests: “The quarter-of-a-million sum gets donors 25 seats at
Thursday's inauguration ceremony, signed programs and a ‘special gift’”. “For Hobbs'
inauguration events, donors were asked to give $250K. Who's paying is unknown”,
January 4, 2023, The Arizona Republic. (Exhibit 5).

Of course, this inauguration ceremony occurred at the Arizona State Capitol
Complex, and is the essence of a “public” event. Numerous state agencies were involved
in staging this event, including significant efforts by the Arizona Department of
Administration. Even the Arizona Department of Corrections was involved, lending a
large inmate work crew to assist with setting up for the events, according to photos in The
Arizona Republic. (Exhibit 6). In addition, the Barchenger article also stated that the
Governor’s “aides and allies” have been soliciting funds, implying that the official staff of
the Office of the Governor is involved in this supposedly private fundraising effort. An
investigation could get to the bottom of precisely how many state resources were used in
this effort.

It is also telling that while Governor Hobbs used the government website to solicit
donations to the Inaugural Fund, there was not any discernible mention of it on her
campaign website at the time. https://katichobbs.org/. Obviously, Governor Hobbs made

the decision that the advertising afforded by the State of Arizona’s website was preferable
to that of her website.

While we know that tickets for the event were offered as an inducement to give
money, it would be interesting to know who footed the bill for the “signed programs” and
the “special gift”, whatever that was. Certainly if the Governor’s pattern holds, those
expenses were borne by the taxpayers also.

Lastly, there are other entanglements between state resources and the Inaugural
Fund. To wit, Hobbs campaign staffer Ms. Huerta communicated with state employees to
facilitate transactions for donors and was responsible for "managing a lot of the
fundraising" associated with the inaugural events. (Livingston Complaint, Ex. 6). And
on February 7, 2023, a state employee received a check from United Healthcare in the
amount of $50,000 and "reached out to Rose" requesting "the Donor Intent Form so we can
deposit the check." Id. While these things, if done in isolation, might be de minimis, here
they are part of a pattern. That is, Governor Hobbs seemed to think that the full resources
of state government could be used to help her raise money for a fund that ostensibly was
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utilized to pay for an inauguration, but far surpassed the cost of that inauguration and thus
was likely always intended to provide dark money for Democrat candidates.

And this is to say nothing of the possibility that donors to the Inaugural Fund were
defrauded into thinking they were simply helping pay for the inauguration, when in reality
they have effectively may have been conscripted into the “turn the Legislature blue” effort.

As Speaker Toma and President Petersen have stated in a previous letter to Governor
Hobbs, state law prohibits you from using public resources, including "web pages,
"personnel," and "any other thing of value" to influence an election. See A.R.S. § 16-192.
The Speaker and the President have it exactly right.

I1. GOVERNOR HOBBS WILL NOT COMMIT TO FOREGOING ANY USE
OF THE REMAINING FUNDS IN THE INAUGURAL FUND FOR THE
PURPOSE OF INFLUENCING ELECTIONS

The Inaugural Fund has stated it has no intention of providing "further information
about future donors or future expenditures." (See Exhibit B to Livingston Complaint,
Elias Law Group letter dated February 16, 2023 (emphasis added)).

In addition, as the AG Report notes, the “Elias Law Group [has been hired by the
Inaugural Fund] to perform compliance-related legal work for the KHIF”. (AG Report,
p. 6). This law firm 1s that of far left-wing lawyer Marc Elias, longtime counselor to the
National Democratic Party as well as Democratic presidential campaigns. “Compliance”
is a strange way to put it since the Elias Law Group has indicated, on behalf of the
Inaugural Fund, that they will not tell anyone how much money they still have, how
much they have raised in the last year, and what they have spent any of the money on.

The illegal possible use is solidified by an exchange between Rep. Livingston and
Governor Hobbs. Rep. Livingston noted in his Complaint that “you have already
committed to spend $500,000 for political purposes, yet you refuse to commit to the people
of Arizona any intention to give leftover inaugural funds back to the State where those
funds belong.” The Governor’s response to that, through General Counsel Bo Duell, was
a classic non-response “response”:

[Y]ou allude to a commitment to spend $500,000 on legislative races.
You can be assured that no public resources, from the Governor's Office
or elsewhere, were expended on that effort, and from what I understand,
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that amount does not include any funds raised into the 50 1(c)(4) Katie
Hobbs Inaugural Fund.

(See Exhibit B to Livingston Complaint, Duell letter dated March 1, 2023
(emphasis added)).

Of course, as of March 1, 2023, it was undoubtedly true that no funds from
the Inaugural Fund “were expended” to elect liberal Democrats. But obviously,
nobody spends money in January and February in 2023 to elect people at the
November 2024 General Election. What Governor Hobbs, and the agents of the
Inaugural Fund, conspicuously refuse to do is commit to not spend any funds in the
Inaugural Fund to influence an election, now or in the future. Clearly doing that is
the intent, which is why they are coy about their plans.

III. GOVERNOR HOBBS MUST BE STOPPED FROM ILLEGALLY USING
THE INAUGURAL FUND TO ELECT POLITICAL ALLIES

A.R.S. § 16-192(A) provides:

Notwithstanding any other law, this state and special taxing districts and
any public agency, department, board, commission, committee, council or
authority shall not spend or use public resources to influence an election,
including the use or expenditure of monies, accounts, credit, materials,
equipment, buildings, facilities, vehicles, postage, telecommunications,
computer hardware and software, web pages and personnel and any other
thing of value of the public entity.

Of course, subsection (D) of this statute gives you the power to enforce this statute
and prevent and punish violations of it.

If Governor Hobbs is not stopped here, there will be nothing to prevent her, or any
other elected official who lacks scruples, from turning state websites into free advertising
for political aims, and utilizing other state resources to drum up money that will be spent
politically. The Inaugural Fund model is simple—advertise using taxpayer funded
websites, then effectively sell tickets to events sponsored by the taxpayers in exchange for
donations. And the result is the resources of state government are harnessed to raise funds
that are utilized to influence elections. This is illegal and must be stopped.
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IV. CONCLUSION

Attorney General Kris Mayes has proven herself incapable of acting in a nonpartisan
fashion. As such, you must act to preserve confidence in the public that Governor Hobbs
will not succeed in turning the Arizona state government into a campaign apparatus.

Very truly yours,
TIMOTHY A. LASOTAPLC

Timothy A. La Sota
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ARIZONA

Arizona AG Kris Mayes to launch criminal

probe of group home tied to Gov. Katie
Hobbs

Stacey Barchenger
Arizona Republic

Arizona Attorney General Kris Mayes' office will launch a criminal investigation following

reporting by The Arizona Republic detailing political donations made by a state contractor
with ties to Gov. Katie Hobbs.

The investigation comes at the request of Republican Sen. T.J. Shope, of Coolidge, who
asked the Democratic attorney general to look into the potential "pay to play" scheme. In
his request, Shope named specific crimes, including bribery, fraud and contract law
violations, that he believed could be implicated.

"The Criminal Division of the Attorney General’s Office is statutorily authorized to
investigate the allegations and offenses outlined in your letter," a one-paragraph letter



from Mayes' office to Shope sent Thursday reads. "To that end, the Attorney General’s
Office will be opening an investigation."

The letter signed by Mayes' criminal division chief, Nick Klingerman, thanks Shope for his
referral "regarding Sunshine Residential Homes." Klingerman's letter does not mention
Hobbs nor the Department of Child Safety.



View in new tab

The focus of the nascent investigation is unclear, and Mayes' spokesperson declined to

comment on the letter.

A spokesperson for Hobbs — who often notes she is a former social worker — said it was
"outrageous to suggest her administration would not do what's right for children in foster

care."

"Just like past investigations instigated by radical and partisan legislators, the
administration will be cleared of wrongdoing," spokesperson Christian Slater said in a text

message.

A spokesperson for Sunshine Residential Homes said the company "continues to remain
committed in caring for the population they have served for several decades in Arizona —
troubled and vulnerable youth receiving the resources necessary to thrive.



"We have always been steadfast in our commitment and partnership to the State of Arizona
and remain committed to do so going forward while cooperating fully with any inquiry,"
reads the statement from Tommy McKone, owner of McKone Strategies in Phoenix.
McKone said he was "engaged" by the company "over the last week to help streamline
communications and public relations."

Shope welcomed the quickly launched investigation.

Get the News Alerts newsletter in
your inbox.

Get alerted to the latest stories to stay on top of the news.

Delivery: Varies
Your Email

"I hope that they will do a fine job and actually go through fairly, through the entire
process, and completely thoroughly as well," Shope said.

Nonpartisan auditor general may also review



Shope had also asked Maricopa County Attorney Rachel Mitchell, a Republican, to look
into the matter. Separately, on Thursday, Rep. Matt Gress, R-Phoenix, notified Mitchell's
office that the nonpartisan Arizona Auditor General's Office would be available to help with
an investigation.

Gress leads the Joint Legislative Audit Committee, which can direct the auditor general to
scrutinize agencies.

“Their investigation is going to be nonpartisan, call balls and strikes," he said. The auditor
general's role is to "get the facts and find out where the documents lead us and where the
evidence leads us in terms of what happened here," Gress said in an interview.



Arizona court affirms sanctions on Mark
Finchem over 2022 election lawsuit

Gov. Katie Hobbs signs $16.1 billion budget that
erases Arizona's nagging deficit

Judge says election case against Cochise
supervisors to go ahead, but appeal planned

Arizona lawmakers have called it quits for the
year. What did they do for you in 2024?

Mitchell said in a letter to the lawmakers her chief deputy would schedule a meeting with
the auditor general's and her own staff. Her letter says the auditor general reached out on
Wednesday asking for the Maricopa County Attorney's Office to "work with them while
they conduct an investigation into this matter."



Whether that would happen alongside Mayes' probe or in conjunction with it was not
immediately clear.

Benefited: This Arizona group home donated $400,000 to Gov. Katie Hobbs, Democrats
and got more state money

Donations to Hobbs, Democrats focus of Republic reporting

Sunshine Residential Homes operates about 30 group homes for children who have been
taken from their parents and placed into state custody. It was the only provider to win a
special rate increase from DCS during the Hobbs administration, though there were about
a dozen requests, DCS records show. When DCS renewed contracts with group home
providers this year, it awarded existing providers more compensation — but Sunshine
Residential Homes got the highest daily pay.

The for-profit company won the rate increase in 2023 arguing it was facing a deficit and
would need to reduce its capacity to house children. It would be forced to offset the deficit
by contracting instead with a federal migrant housing program, Sunshine Residential’s
Chief Executive Officer Simon Kottoor wrote in a May 2023 letter.



DCS told the Republic it couldn’t lose the bed space provided by Sunshine Residential
Homes.

But Sunshine Residential Homes also launched a political spending campaign, donating
$400,000 in 2022 and 2023. Of that, $300,000 was donated to the Arizona Democratic
Party in the course of three transactions that occurred before and after Hobbs’ election,

state campaign finance records show.

The company also cut a $100,000 check to Hobbs’ inauguration fund, records previously
provided by the fund show.

Reach reporter Stacey Barchenger at stacey.barchenger@arizonarepublic.com or 480-
416-5669.
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OFFICE OF THE ARIZONA ATTORNEY GENERAL

KRI1S MAYES s Nathan Arrowsmith
ARIZONA ATTORNEY SOLICITOR GENERAL’S OFFICE Unit Chief
GENERAL GOVERNMENT ACCOUNTABILITY UNIT (602) 542-3333
December 26, 2023
VIA EMAIL

Hon. David Livingston

Arizona House of Representatives
1700 West Washington, Suite H
Phoenix, AZ 85007-2844

Re:  Complaint concerning the use of public resources
Public Monies Investigation No. PM2023-018

Dear Representative Livingston,

The purpose of this letter is to address a complaint pursuant to A.R.S. § 16-192 that you
submitted to our Office via letter on June 14, 2023 (the “Complaint”), enclosed as Exhibit A.
Upon receiving the Complaint, we opened an investigation under the above-referenced number
and have carefully investigated this matter. We have reviewed the documents included with and
referenced in the Complaint along with documents received from Governor Hobbs’s office,
enclosed as Exhibit B, and the Katie Hobbs Inaugural Fund, a 501(c)(4) organization (the
“KHIF”), enclosed as Exhibit C. We also met with representatives of the Governor’s Office and
the KHIF, and interviewed a former employee of Elect Katie Hobbs, Governor Hobbs’s 2022
campaign committee (the “Hobbs Campaign™). Based on all information collected and reviewed
during this investigation, including documentation showing the transfer of certain funds to the
State Promotional Fund, we were unable to identify any violations of A.R.S. § 16-192 for the
reasons set forth below.

l. Factual Background.

Arizona held a general election on November 8, 2022, during which Arizona voters chose
Katie Hobbs as Arizona’s next Governor. The results of the November 2022 election were
certified on December 5, 2022 by Governor Doug Ducey, Secretary of State Katie Hobbs, Attorney
General Mark Brnovich, and Chief Justice Robert Brutinel of the Arizona Supreme Court. After
the election results were certified, Kari Lake, the Republican gubernatorial nominee for the
November 2022 election, filed a lawsuit purporting to challenge the certified results. That lawsuit
is now on appeal for the second time.

Katie Hobbs was sworn in as Arizona’s 24th Governor on January 2, 2023. A public
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inauguration ceremony took place on January 5, 2023 on the Arizona Capitol Mall (the
“Ceremony™). A private inaugural ball, hosted by the KHIF, took place on January 7, 2023 at
Talking Stick Resort (the “Ball”).

On or around November 30, 2022, an employee of the Hobbs Campaign contacted
members of Governor Ducey’s staff about setting up a website for the 2023 Inauguration. Ex. B
at 164. A meeting between staffers from the Hobbs Campaign and employees from Governor
Ducey’s office took place on December 2, 2022. Id. at 40, 198, 200. Following that meeting,
members of Governor Ducey’s staff began taking steps to create a website for the 2023
Inauguration. Id. A member of Governor Ducey’s staff first reached out to the Arizona
Department of Administration (“ADOA”) regarding the domain name, asking ADOA to reserve
azinauguration.gov. Id. at 188. ADOA responded that State policy is to use “third-level domains
of az.gov” and suggested “inauguration.az.gov” (the “2023 Website”). Id. at 186. The Hobbs
Campaign agreed, and Governor Ducey’s staff went about securing the domain. Id. at 41.
Governor Ducey’s webmaster then started to build the Website. 1d. at 40. On December 5, 2022,
the Hobbs Campaign emailed the Governor’s webmaster and stated, “We have decided to use
EventBrite for our inauguration ticket sales and would love to get that embedded onto the site.”
Id. at 200. The webmaster responded that she was familiar with EventBrite and asked the Hobbs
campaign to send the “embed code,” which was sent later that day. Id.

It appears that Governor Ducey’s webmaster used Governor Ducey’s 2019 Inauguration
website (the “2019 Website”) as a template for the Website. The landing page for the 2019
Website (https://2019azinauguration.az.gov) contained links to information about event details,
the inauguration program, directions, and the “2019 Inauguration Fund.”

The link titled “2019 Inauguration Fund” directed website visitors to a page titled
“Donations,” which solicited two types of donations. First, it directed individual donors to the



State Inauguration Fund. Second, it directed corporate donors to contact Kelly Molique or Corinne
Lovas and provided email addresses for both.



Ms. Molique and Ms. Lovas appear to be affiliated with Lovas Co., LLC, a vendor that
performed work for Ducey for Governor and Arizonans for Strong Leadership, a political action
committee associated with Governor Ducey. It is unclear from our review of the archived version
of the 2019 Website where Ms. Molique or Ms. Lovas directed corporate donors to give money.

Governor Ducey’s webmaster sent a draft version of the inauguration website to the Hobbs
Campaign on December 11, 2022. 1d. at 52-53. Over the next three days, the Hobbs Campaign
and Governor Ducey’s webmaster exchanged emails regarding edits to the 2023 Website. Id. The
Website went live on December 14, 2022. Id. at 50-52. That same day, the Hobbs Campaign
asked Governor Ducey’s webmaster to “Cut all the sponsorship levels on the Inaugural Fund page
and just keep ‘If you are interested in sponsoring or donating to the 2023 inauguration, please
contact Rose Huerta at Rose@KatieHobbs.org.”” 1d. at 50.

Much like the 2019 Website, the landing page for the live version of the Website contained
links to pages with information about event details, the inauguration program, directions, and the
#2023 Katie Hobbs Inauguration Fund.”

The link titled “2023 Katie Hobbs Inauguration Fund” directed 2023 Website visitors to a
page (the “Donation Page”) that, in turn, directed those interested in donating to contact Rose
Huerta at Rose@KatieHobbs.org, consistent with the direction provided to Governor Ducey’s
webmaster by the Hobbs Campaign. Id. at 50.



As part of our investigation, we interviewed Rose Huerta. Ms. Huerta was the Finance
Director for the Hobbs Campaign. She was employed by the Hobbs Campaign until approximately
February 2023. Ms. Huerta was not at any time an employee of the State of Arizona. According
to Ms. Huerta, she was responsible for corresponding with prospective donors about the 2023
Inauguration. Ms. Huerta indicated that she fielded emails from potential donors and provided
instructions to each prospective donor based on where the donor wished to give money.

We asked Ms. Huerta if she tracked the number of donors or prospective donors who
contacted her based on the 2023 Website, and she stated that she did not because she did not have
any way to know how any prospective donor obtained her email address. Based on Ms. Huerta’s
understanding, the 2023 Website was not the only method by which her email address was
disseminated to prospective donors. For example, Governor-Elect Hobbs sent emails directly
connecting donors with Ms. Huerta. See, e.g., Ex. C at 100.

Ms. Huerta stated that she was responsible for providing donors with information about
options for donating to support the inauguration. Donors had two options: donating to a state-
owned account (the “Promotional Fund”) or to the KHIF. Monies donated to the Promotional
Fund were used to pay for expenses related to the Ceremony. Ms. Huerta indicated that she sent
donors a document titled “2023 Inauguration Sponsorships,” id. at 109, which outlined various
levels of sponsorship. Each sponsorship level came with certain benefits such as tickets to the
Ball, reserved seating and parking at the Ceremony, recognition in the Inaugural Program, and
copies of the Inaugural Program signed by Governor Hobbs. Id. Ms. Huerta said that it was her
understanding that the sponsorship levels applied to both donations to the Promotional Fund and
to the KHIF. Ms. Huerta indicated that Hobbs Campaign staff processed tickets to the Ceremony
and the Ball using EventBrite for donors who gave at one of the sponsorship levels.

When a donor indicated they were interested in giving to the Promotional Fund, Ms. Huerta
stated that she would send required forms, such as the donor intent form, and then would connect
the donor with staff in the Governor’s accounting office who would process the payment. For

! Donations to the Promotional Fund were processed by the Governor’s accounting office. Some
were processed during the final days of the Ducey administration, and others were processed
during the initial weeks of the Hobbs administration. Although donations to the Promotional Fund
straddled the two administrations, we note that the change in administration does not appear to



those donors who were interested in giving to the KHIF, Ms. Huerta provided a sheet with
instructions for making a donation via mail, electronically via the ActBlue fundraising platform,
or via wire transfer. Id. at 111. Ms. Huerta indicated that other than providing directions for
making payments, she was not involved in collecting or processing any donations to the KHIF.
Further, she stated, to her knowledge, the 2023 Website was not configured to accept donations to
the KHIF. The 2023 Website did not in fact process any donations on behalf of the KHIF.
Additionally, the 2023 Website did not link directly to any website controlled by or associated
with the KHIF. Ms. Huerta stated that, to her knowledge, no State employee assisted with
soliciting or processing donations for the KHIF. She reiterated that she would connect donors who
expressed interest in giving to the Promotional Fund with the Governor’s accounting office, and
that she would assist with obtaining donor intent forms. The Hobbs Campaign voluntarily
produced emails between Ms. Huerta, prospective donors, and the Governor’s accounting staff
regarding donations to the Promotional Fund. We also received from the Governor’s office emails
regarding donations to the Promotional Fund. Our review of these emails revealed only one
instance of the Governor’s office staff interacting with a donation meant for the KHIF. On or
about February 7, 2023, the Governor’s office received a check for $50,000 from United
Healthcare that was meant for the KHIF. Ex. B at 1046. Although the Governor’s accounting
staff initially believed that the check was intended for the Promotional Fund, the check was not
deposited into the Promotional Fund because it was not accompanied by the required donor intent
form. Id. at 1048. Accordingly, upon learning of the error, the Governor’s accounting staff
forwarded the check to the KHIF. We found no other evidence of any State employee interacting
with the KHIF in any capacity.

Consistent with the instructions from the Hobbs Campaign, the 2023 Website contained
two EventBrite links—one that allowed users to obtain a free ticket to the Ceremony and one that
allowed users to buy tickets to the Ball. Id. at 301. Proceeds from the sale of tickets to the Ball
went into an account owned by the Arizona Democratic Party (“ADP”). According to EventBrite
records obtained during our investigation, see Ex. C at 235-287, 53 people used the 2023 Website
to buy a ticket to the Ball resulting in a net deposit of $7,950 into the ADP-owned account.? Id.
at 235-237. We also obtained records showing that, after we started our investigation, ADP
transferred that entire sum ($7,950) from the aforementioned account into the State Promotional
Fund. Id. at 288.

Finally, during our investigation, representatives of the KHIF stated that the KHIF had
retained the Elias Law Group to perform compliance-related legal work for the KHIF. We received
a redacted copy of an engagement letter between the KHIF and the Elias Law Group showing that
the Elias Law Group represented the KHIF with respect to “nonprofit tax matters.” 1d. at 84-86.
We also received a sworn declaration from a member of the KHIF’s Board of Directors stating
that no monies belonging to the KHIF were used to pay any invoices for legal work performed on
behalf of Governor-Elect/Governor Hobbs in the Lake v. Hobbs litigation. Id. at 289.

have resulted in any staffing changes in the Governor’s accounting office during the relevant time
period.

2 The tickets processed through the 2023 Website are those with the tracking link “echckt.” Ex.
C at 235-37. Each ticket was sold for $150. Id.



1. Legal Standard
A. Legislative history of 8 16-192 and related statutes.

A.R.S. § 16-192 is the newest addition to a group of statutes that govern the use of public
resources for purposes of influencing elections. See A.R.S. § 9-500.14 (addressing the use of city
or town resources to influence elections); 8§ 11-410 (addressing the use of county resources to
influence elections); § 15-511 (addressing the use of school district or charter school resources to
influence elections); § 15-1408 (addressing the use of community college district resources to
influence elections); 8 15-1633 (addressing the use of university resources to influence elections);
§ 16-192 (addressing the use of state or special district resources to influence an election)
(collectively the “Public Resource Election Statutes™).

Most of the Public Resource Election Statutes, specifically § 9-500.14, § 11-410, 8 15-511,
and § 15-1408, were enacted in 1996 with the passage of Senate Bill 1247. See S.B. 1247, 42nd
Leg., 2d Reg. Sess. (Ariz. 1996). The initial versions of these statutes were substantially similar.
See id. Each provided that the relevant public entity “shall not use its personnel, equipment,
materials, buildings or other resources for the purpose of influencing the outcomes of elections.”
Id. Section 15-1633 was added in 2005 via Senate Bill 1207. S.B. 1207, 47th Leg., 1st Reg. Sess.
(Ariz. 2005). The language of 8 15-1633 differed slightly from its sister statutes, providing that a
“person acting on behalf of a university or a person who aids another person acting on behalf of a
university shall not use university personnel, equipment, materials, buildings or other resources
for the purpose of influencing the outcomes of elections.” Id.

Section 16-192 was originally adopted in 1998. S.B. 1110, 43rd Leg., 2d Reg. Sess. (Ariz.
1998). The original version of the statute covered only “special district resources” and provided
that a “special taxing district shall not use its personnel, equipment, materials, buildings, or other
resources for the purpose of influencing the outcome of an election.” Id. That version of § 16-
192 was repealed and replaced in 2013 as part of House Bill 2156, which also amended all the
other Public Resource Election Statutes. See H.B. 2156, 51st Leg., 1st Reg. Sess. (Ariz. 2013).

HB 2156 made several changes to the Public Resource Election Statutes. First, it expanded
the list of public resources covered, providing that the relevant public entities “shall not spend or
use its resources, including the use of or expenditure of monies, accounts, credit, facilities,
vehicles, postage, telecommunications, computer hardware and software, webpages, personnel,
equipment, buildings or any other thing of value . . . for the purpose of influencing the outcomes
of elections.” Id. (added language italicized). As to both 8 9-500.14 and § 11-410, HB 2156 added
enforcement authority, providing that “the attorney general or the county attorney of the county in
which the alleged violation occurred may initiate a suit” in superior court “for the purpose of
complying with this section,” and that the court may impose certain civil penalties against a person
“who knowingly violates or aids another person in violating” the statute. H.B. 2156, 51st Leg.,
1st Reg. Sess. (Ariz. 2013); 8 9-500.14(E), (F); 8 11-410 (E), (F). HB 2156 also amended all of
the Public Resource Election Statutes, to specifically define *“influencing the outcomes of
elections” to mean:



supporting or opposing a candidate for nomination or election to public office or
the recall of a public officer or supporting or opposing a ballot measure, question
or proposition, including any bond, budget or override election and supporting or
opposing the circulation of a petition for the recall of a public officer or a petition
for a ballot measure, question or proposition in any manner that is not impartial or
neutral.

H.B. 2156, 51st Leg., 1st Reg. Sess. (Ariz. 2013). Rather than amending 8 16-192, HB 2156
repealed the statute and replaced it with new text. Id. The new text shared some similarities with
the rest of the Public Resource Election Statutes, but it was also notably different in some ways.
Section 16-192 provides that:

this state and special taxing districts and any public agency, department, board,
commission, council or authority shall not spend or use public resources to
influence an election, including the use or expenditure of monies, accounts, credit,
materials, equipment, buildings, facilities, vehicles, postage, telecommunications,
computer hardware and software, web pages and personnel and any other thing of
value of the public entity.

AR.S. 8§ 16-192(A) (emphasis added). Whereas the other Public Resource Election Statutes
restrict certain public entities from spending or using resources “for the purpose of influencing the
outcomes of elections,” section 16-192 provides that the State and other public entities cannot
“spend or use public resources to influence an election.” Compare § 16-192(A) (emphasis added)
with § 9-500.14(A); § 11-410 (A); 8 15-511(A); § 15-1408 (A); 8 15-633(A). HB 2156 also added
a specific definition of “[i]nfluence an election”:

supporting or opposing a candidate for nomination or election to public office or
the recall of a public officer or supporting or opposing a ballot measure, question
or proposition, including any bond, budget, or override election and supporting or
opposing the circulation of a petition for the recall of a public officer or a petition
for a ballot measure, question or proposition in any manner that is not impartial or
neutral.

H.B. 2156, 51st Leg., 1st Reg. Sess. (Ariz. 2013). The definition of “influence an election” is
similar to the definition of “influence the outcomes of elections” that was added to the other Public
Resource Election Statutes by HB 2156. See id.

HB 2156 also added penalty and enforcement provisions to § 16-192 that were similar to
those added to 8 9-500.14 and § 11-410. H.B. 2156, 51st Leg., 1st Reg. Sess. (Ariz. 2013). Under
8 16-192, a person or public entity that knowingly violates the statute or knowingly aids another
in violating the statute “is liable for a civil penalty of not more than five thousand dollars for each
violation.” §16-192 (E). “The court may also order the person or public entity in violation to pay
an additional penalty that equals the value of the public resources unlawfully used.” Id. (F).



B. Prior interpretation of the Public Resource Election Statutes.

In 2015, this Office considered the scope of the Public Resource Election Statutes in a
published Attorney General Opinion. Ariz. Op. Atty. Gen. No. 115-002, 2015 WL 4719005
(July 30, 2015) (the “Opinion”). Although the Opinion answered a question about A.R.S. § 11-
410, our Office made clear that “[b]ecause the operative language in that section is repeated
elsewhere,” the Opinion’s analysis “applies equally to the same language as found in” the other
Public Resource Election Statutes. 115-002 at *3 n.2.

The Opinion is instructive for our analysis in this matter. There, our Office was presented
with two questions: (1) “[w]hen do the restrictions on the use of public resources ‘for purposes of
influencing the outcomes of elections’ arise with regard to a ballot measure?” and (2) “[w]hat
conduct or communications does the prohibition in A.R.S. § 11-410 preclude?” 115-002 at *1.

Our Office first looked at how “influencing the outcome of elections” had previously been
interpreted. 115-002 at *1 (citing Ariz. Op. Atty. Gen. No. 100-020). In a 2000 Attorney General
Opinion, our Office concluded that “whether something has the purpose of influencing an election
should be generally an objective test,” and provided guidance as to certain conduct that would not
be prohibited by the Public Resource Election Statutes, such as speaking out individually regarding
ballot measures, preparing and distributing election information required by statute, etc. 1d. (citing
100-020).

Then, in 2002, the Court of Appeals issued an opinion interpreting 8§ 9-500.14. The court
concluded that *“an actor would not be found to violate the prohibition unless the communication
at issue ‘unambiguously urges a person to vote in a particular manner.”” 115-002 at *2 (citing
Kromko v. City of Tucson, 202 Ariz. 499, 503 1 10 (App. 2002)). The court also held that § 9-
500.14 did not expressly require that government communications about an election be impartial.
Kromko, 202 Ariz. at 502.

The 2015 Opinion then discussed how the legislature adopted HB 2156 in 2013 and added
a “statutory definition of ‘influencing the outcomes of elections’” that was “lacking at the time of
the Kromko decision.” 115-002 at *2. The Opinion next examined when “temporally ... these
prohibitions arise” with respect to ballot measures and concluded that § 11-410’s “prohibitions
arise upon the filing of an application for a serial number for a ballot initiative or referendum.” Id.
at *3. Our Office reasoned that aligning “the statutory prohibition with [an] objectively
identifiable date is consistent with Arizona’s election laws generally, which typically tie election-
related prohibitions and duties to objectively identifiable dates and times,” and that a *“contrary
rule would cause unnecessary ambiguity and potentially chill the otherwise permissible conduct
or speech of elected officials and public employees.” Id.



Next, the Opinion examined the conduct or communications precluded by § 11-410. Our
Office reasoned that the adoption of HB 2156 “effectively rejected the Kromko ‘unambiguously
urge’ test as the only measure of influencing the outcome of elections” but noted that the legislature
“did not clearly articulate its preferred alternative to that test.” Id. at *4. Because we cannot “read
a statute in a way that would render a portion superfluous or ineffective,” our Office concluded
that any test “must incorporate all elements of the definition” of “influencing the outcomes of
elections” adopted by the legislature in 2013. 1d.

Our Office then articulated a two-part test for determining whether particular conduct or
communications are prohibited by the Public Resource Election Statutes: (1) “was there a use of
public resources?” and (2) “if so, were the public resources used for the purpose of influencing the
outcomes of elections?” 1d. First, we noted that a “violation of the statutory prohibitions must ...
involve the use or expenditure of a public resource that has value.” Id. “The use of either an
elected official’s title or other incidental uses of the attributes of office also is not a use of public
resources for purpose of the statutory prohibition.” 1d. at *5.

If a public resource was indeed used, our Office concluded that the analysis of whether a
public resource was used for the purpose of influencing an election is an objective one that
“necessarily involve[s] a fact-specific, case-by-case evaluation.” Id. at *6. The “Legislature
intended the prohibition on the use of public resources” to apply to uses of public resources that
“unambiguously urge the electorate to vote in a particular matter,” or “support or oppose” a ballot
measure or candidate by “presenting [ ] information in any manner that is not impartial or neutral.”
Id.

Our Office also adopted an objective two-prong test to determine whether a use of public
resources is for the purpose of influencing an election. The test looks to (1) “whether the use of
public resources has the purpose of supporting or opposing” a ballot measure or candidate, and (2)
“whether the use of public resources involves dissemination of information in a manner that is not
impartial or neutral.” 1d. at *7. “If the use of public resources unambiguously urges voters to vote
for or against” a candidate or ballot measure, then it will violate § 16-192. Id. If “a reasonable
person could not find that the use of public resources supports or opposes” a candidate or ballot
measure, then it will not violate § 16-192. Id. “If a reasonable person could conclude that the use
of public resources supports or opposes” a candidate or ballot measure “but reasonable minds
could differ,” then “the test will require closer examination of whether the use of public resources
disseminates information in a manner that is not impartial or neutral.” Id. “If an analysis of the
manner of the use of public resources reveals that it engages in advocacy, misleads, or uses
rhetorical strategy, the use of public resources will violate [§ 16-192] because (1) a reasonable
person could find that the use [of public resources] supports or opposes” a candidate or ballot
measure, and “(2) it is not impartial or neutral.” Id.
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Our Office then noted that any assessment under the Public Resource Election Statutes
“must account for the delicate balance between the prohibition on the improper use of public
resources to influence elections and the need for public officials and employees to carry out their
public functions.” Id. “If a reasonable person could find that the use of public resources supports
or opposes” a candidate or ballot measure, “we assess whether it is done in a neutral or impartial
manner by examining whether it is: (1) free of advocacy; (2) free of misleading tendencies,
including amplification, omission, or fallacy; and (3) free of partisan coloring.” Id.

The Opinion went on to list some examples in an effort to provide further clarification.
“Routine uses of public resources made in the normal course of government functions would be
presumed not to run afoul of the statutory prohibitions unless additional evidence demonstrates
the use of resources was for the purpose of influencing an election.” Id. at *8. “[R]outine
communications are presumed to be permissible; but that presumption may be rebutted by
evidence that the communication meaningfully deviated from the routine in a manner that
objectively indicated it had the purpose of influencing an election in violation of statutory
prohibitions.” Id.

This lengthy examination of the history of 8 16-192 and the other Public Resource Election
Statutes is helpful to frame our analysis of the questions raised by the Complaint.

I11.  Analysis.

As set forth above, the first step in the objective test set forth in the Opinion is to determine
whether there was a use of public resources. 115-002, at *4. The Complaint identifies several
possible public resources at issue: (1) the 2023 Website, (2) the time and effort of State employees
to build and maintain the 2023 Website, (3) monies donated to the Promotional Fund and spend
on the Ceremony, and (4) the time and effort of State employees to set up and tear down the
Ceremony. The Complaint does not appear to assert that monies donated to the Promotional Fund
or the time and effort of ADOA employees in setting up the Ceremony were used to influence an
election. The Complaint does allege that Governor Hobbs’s use of the 2023 Website violated §
16-192.

For purposes of our analysis, we presume that the creation of a public website to
disseminate information about the inauguration of state officials, without more, is a routine use of
public resources made in the normal course of government functions. 115-002 at * 8. A violation
of § 16-192 could occur where an inauguration website created using public resources, as a whole
or in part, “deviate[s] from the routine in a manner than objectively indicate[s] that it had the
purpose of influencing an election.” Id. at * 8. The majority of the content on the 2023 Website
neither appears to deviate from a routine use of public resources nor could be reasonably
interpreted as an attempt to influence an election. However, we identified two components of the
2023 Website that require further analysis: (1) the EventBrite link, and (2) the Donation Page. We
therefore analyze whether those components of the 2023 Website, and the time and effort of State
employees to build and maintain them “deviated from the routine in a manner that objectively
indicated that it had the purpose of influencing an election in violation of” § 16-192. Id. at * 8.
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A. EventBrite link

. Did the EventBrite links deviate from the routine use of public
resources?

In order to determine whether the use of EventBrite links “deviated from the routine” use
of public resources, we looked to previous inauguration websites for context. We were able to
review materials related to one other inauguration, the 2019 inauguration. We asked Governor
Hobbs’s Office to search for archived records related to other inauguration sites, but they were
unable to locate any. Based on our review of the 2019 Website, it appears that two EventBrite
links were used to provide tickets for the 2019 Inauguration ceremony—one link for “Invited
Guests,” and one link for “Members of the Public.” The 2023 Website also included two
EventBrite links. One link provided free tickets to the Ceremony. The second sold tickets to the
Ball. The use of EventBrite to distribute free tickets to inaugural ceremonies appears to have been
a routine use of public resources made in the normal course of government functions. The use of
the 2023 Website to sell tickets for a private event, however, does appear to deviate from the
routine use of public resources. We therefore analyze whether the use of EventBrite to sell tickets
to a private event “objectively indicated it had the purpose of influencing an election in violation
of statutory provisions.” Id. at * 8.

ii. Did the EventBrite link objectively indicate that it had the purpose of
influencing an election?

The ticket link for the Ball stated “The Inaugural Ball is being held on Saturday, January
7th, 2023 and tickets are available for $150 each. To reserve your ticket, use the order form
below[.]” See 2023 Website, Inaugural Ball available at
https://web.archive.org/web/20230102002702/https://inauguration.az.gov/content/inaugural-ball.
We learned through our investigation that proceeds from ticket sales were deposited into an
account controlled by ADP. However, the 2023 Website did not contain any information about
what would happen to the proceeds from ticket sales. EventBrite records show that 53 tickets were
purchased through the Website. As noted above, the ADP transferred the proceeds from those
ticket sales to the Promotional Fund after the initiation of our investigation. Thus, there is no
possibility that those funds could be used to influence a future election.

We also evaluated whether the words associated with the ticket link could have been
interpreted to support Katie Hobbs’s election. They could not. The clear purpose of the website
was to communicate information related to Governor Hobbs’s inauguration, not to support her
candidacy in an election that had already concluded. Indeed, the words associated with the ticket
link did not even mention the election, nor did they refer to it indirectly. They merely told a reader
when the Ball would occur, how much tickets cost, and how to order tickets. In doing so, they did
not influence the results of an already-concluded election.

In sum, although the inclusion of an EventBrite link selling tickets to a private inaugural
ball does appear to deviate from the routine use of public resources in the normal course of ordinary
government functions, we conclude that the EventBrite link for the Ball did not *“objectively
indicate that it had the purpose of influencing an election.” We also conclude that there is no

12



possibility that proceeds from those ticket sales could be used to influence a future election because
the proceeds from all ticket sales processed by the 2023 Website have been transferred to the
Promotional Fund.

B. Donation Page

We next analyze the inclusion of the Donation Page on the Website. The Complaint
specifically identifies the following sentence from that page: “If you are interested in sponsoring
or donating to the 2023 Inauguration, please contact Rose Huerta at Rose@KatieHobbs.org.” Ex.
Aatl.

I. Did the Donation Page deviate from the routine use of public
resources?

In particular with the 2019 inauguration in mind, the inclusion of the Donation Page here
did not “meaningfully deviate[ ] from the routine.” 115-002 at * 8. As noted above, the 2019
Website included a “Donations” page soliciting both individual and corporate sponsorships for the
2019 inauguration. The 2019 Website also included contact information for two individuals
associated with a consulting company that performed work for Governor Ducey’s 2018 re-election
campaign and his PAC. Accordingly, the inclusion of a donation page and contact information for
a private person associated with a governor or governor-elect’s campaign on their inauguration
website, without more, does not appear to deviate from the normal course of government function.

We do note one difference between the 2019 Website’s donation page and the Donation
Page. Unlike the private individuals listed on the 2019 Website, the domain name for Ms. Huerta’s
email address belongs to Elect Katie Hobbs, which was Governor Hobbs’s 2022 candidate
committee, making clear that Ms. Huerta is associated with the Hobbs Campaign. If Katie Hobbs
were a candidate for Governor at the time that Rose Huerta’s email address was posted on the 2023
Website, that could perhaps be interpreted as supporting a candidate for election, but Katie Hobbs
was not a candidate during the relevant time here.

ii. Did the Donation Page objectively indicate that it had the purpose of
influencing an election?

As discussed above, we presume that the Public Resource Election Statutes, like other
Arizona election laws, tie prohibitions to objectively identifiable dates and times. At the time Ms.
Huerta’s email address was posted on the Donation Page (on or around December 14, 2022), Katie
Hobbs was not a candidate for any office. She was the outgoing Secretary of State and the
Governor-Elect. The Donation Page does not reference any election, so even assuming Governor
Hobbs intends to seek re-election in 2026, no reasonable person could interpret the Donation Page
(or any other part of the 2023 Website) as supporting or opposing the nomination or election of
Katie Hobbs for Governor in 2026. The Donation Page (and the 2023 Website more broadly) also
do not refer to a ballot measure, question or proposition, or a petition for the recall of a public
officer or for a ballot measure, question, or proposition. Accordingly, we conclude that the
Donation Page did not “objectively indicate[] it had the purpose of influencing an election.”

13



Given our conclusion that § 16-192’s prohibitions are tied to objectively identifiable dates
and times, we also cannot conclude that the Website could have been used to “influence” the
November 2022 election. Voting in the November 2022 election concluded at 7 pm on November
8, 2022. The Website did not go live until December 14, 2022. No information on the Website
could have influenced the vote of any Arizona voter in the November 2022 election. Although
Ms. Lake continues to pursue post-election litigation, the November 2022 gubernatorial election
concluded at the very latest on December 5, 2022, when the results were certified. No reasonable
person could have seen the Website on or after December 14, 2022 and concluded that it was
urging them to support Katie Hobbs in the already-concluded November 2022 election. Indeed, it
would have been impossible for any Arizona voter to view the Website on or after December 14,
2022 and then cast a vote in the November 2022 election.

The Complaint suggests that the KHIF may have paid legal fees on behalf of Katie Hobbs
in her capacity as a litigant in the Lake v. Hobbs litigation. As noted above, the KHIF voluntarily
produced evidence of an attorney-client relationship with the Elias Law Group related to
“nonprofit tax matters” and provided a declaration from a member of its board of directors stating
that the Fund did not pay any fees related to the Lake v. Hobbs litigation. Nothing on the 2023
Website referenced the Lake v. Hobbs case or encouraged visitors to give money to fund Governor-
Elect Hobbs’s defense in the case. No reasonable person could have seen the 2023 Website and
concluded that it was encouraging them to donate money to pay Katie Hobbs’s legal fees.
Accordingly, to the extent that the Complaint suggests that the 2023 Website may have been used
to influence the already-concluded November 2022 election on this basis, we conclude that it was
not.

In sum, under the first prong of the objective two-part test set forth in the Opinion, we
conclude that there was not a use of public resources as to the Donation Page because the creation
of the 2023 Website was a routine use of public resources in the course of a normal government
function—providing the public with information about the gubernatorial inauguration—and
nothing about the Donation Page deviated from the routine in a manner that objectively indicated
an intent to influence an election.

D. Potential future expenditures

The Complaint suggests that “[e]ven assuming your investigation reveals that no funds
have yet been used to influence elections, it may be necessary to seek injunctive relief to determine
who controls the remaining funds and to prohibit the Governor and/or any third parties from using
those funds to influence elections in violation of A.R.S. § 16-192.” Ex. A at 3. As noted above,
the 2023 Website processed some ticket sales for the Ball, and the proceeds of those sales were
deposited into an account controlled by ADP. ADP has since transferred all money from those
sales to the Promotional Fund. Ex. C at 288. There is therefore no possibility that any funds
transferred to ADP via the Website will be used to influence a future election. Accordingly, no
violation of 8 16-192 has occurred or will occur as to these funds.

It is unclear how many people viewed the Donation Page of the 2023 Website, contacted

Ms. Huerta, and then gave money to the KHIF. Neither Ms. Huerta nor the KHIF tracked that
information or asked prospective donors how they heard about the KHIF. Unlike the ticket sales
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for the Ball, though, no donation to the KHIF was processed using the 2023 Website. Aside from
the check intended for the KHIF that was mistakenly sent to the Governor’s Office, we found no
evidence that any State employee interacted with any donation made to the KHIF. There is no
allegation and no evidence that the KHIF has received any monies or other resources that belong
to the State.

Because there is no evidence here that the KHIF has wrongfully received public resources,
8 16-192 therefore does not authorize this Office to take any action against the Fund.

E. Future inaugurations

We note that the factual scenario set forth in the Complaint and this letter is unlikely to
reoccur. The bill you introduced during this year’s legislative session, Senate Bill 1299, which
was signed into law, ensures that for future inaugurations, the Office of the Governor must post
the names of entities that provide funding for any inaugural events along with (1) the name,
address, and occupation of the chairperson and treasurer of the entity, (2) the name address and
occupation of any individual or corporation who donates to the entity, and (3) an itemized list of
the goods and services purchased by the entity for the inaugural ceremony. See A.R.S. §41-1111.
That bill will hopefully avoid future disputes over inauguration donations.

V. Conclusion

After carefully investigating and analyzing this matter, we did not identify any instance in
which the 2023 Website used public resources for the purpose of influencing an election. We have
now concluded our investigation and consider this matter closed.

Sincerely,

Nathan T. Arrowsmith

Unit Chief

Solicitor General’s Office

Special Litigation and Government
Accountability Section
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For Hobbs' inauguration events, donors
were asked to give $250K. Who's
paying is unknown

Stacey Barchenger
Arizona Republic
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Arizona Gov. Katie Hobbs’ aides and allies have solicited donations of $250,000 from
lobbyists, businesses and other special interest groups to fund her inauguration events this
week, according to a fundraising email obtained by The Arizona Republic.

The quarter-of-a-million sum gets donors 25 seats at Thursday's inauguration ceremony,
signed programs and a “special gift.”

One government watchdog says it also buys an unprecedented chance to influence the new
administration in its first days, and that such a hefty donation was unheard of for a
gubernatorial inauguration.

Hobbs has not disclosed the donors and the amount of their donations, breaking from
precedent set by other Arizona governors and contradicting her campaign pledges of
transparency. Instead, her campaign manager created an organization that can shield the
sources of donations and dollar amounts from public disclosure indefinitely.

Any organization that donates $250,000, becoming a “platinum sponsor,” could
singlehandedly spend more than it cost to put on entire inauguration parties for Arizona
governors in recent memory. In the past two decades, Republican Gov. Doug Ducey’s 2019
inauguration appears to have cost the most at $272,500, according to news reports.

Hobbs was sworn into office on Monday in a private ceremony, viewable only via a
livestream on Facebook. On Thursday, she and other statewide officeholders will take the
stage for a public inauguration ceremony at the state Capitol. As that happens, the public will
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have access only to a list of more than 100 sponsors, but no information about who paid
what, or how the money was spent.

“This is like just a huge soiree for corporations and lobbyists to befriend the new governor,"
said Craig Holman, a lobbyist for the left-leaning Public Citizen, a Washington, D.C.,
organization that advocates for government transparency and studies corporate influence on
public policy.

He said donations to inaugural funds are “one of the safest bets for influence peddling,
because now you're no longer gambling on who is going to win, now you know who the
governor is. ... This is the Wild West of influence peddling.”

Where is the money for Hobbs' inauguration going?

The money is going to the Katie Hobbs Inauguration Fund, according to the fundraising
email and inaugural website. The fund is a 501(c)4 nonprofit incorporated in mid-December
by Hobbs’ campaign manager, Nicole DeMont, according to records on file with the Arizona
Corporation Commission.

Those nonprofits, called social welfare organizations, are sometimes known as “dark money”
groups because they do not have to disclose their donors and can make contributions to
influence elections.

Along the campaign trail, Hobbs pledged transparency if she was elected, and her campaign
website says "she would fight to ensure all dark money groups have to disclose every dollar
spent on races in Arizona.”

Related: Katie Hobbs sworn in as Arizona's 24th governor in brief ceremony

What is Hobbs saying about the donations?

A spokesperson for Hobbs’ inauguration events did not answer several questions about the
fund, including how much was raised in total, and whether Hobbs would tell Arizonans who
is paying for the inaugural events.

Spokesperson Andrew Godinich confirmed the fund was a social welfare group and that the
money will pay for both the Thursday ceremony and Hobbs’ inaugural ball on Saturday.
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Godinich declined to answer questions about how the fund aligns with Hobbs’ campaign
pledges of transparency and to fight the influence of anonymous political spending.

He provided a statement from DeMont: “We are thankful to all our supporters and
grassroots donors who have backed our vision for a new Arizona that is focused on
bipartisan solutions and results. Event sponsors are listed on the inaugural website and are
in the program every guest receives.”

Murphy Hebert, Hobbs’ spokesperson in the Governor's Office, has previously said the
events are privately funded.

Who are the donors and what are they saying?

The Republic reached out to 15 of the more than 100 sponsors listed on the inauguration
website. How much each donated is not provided on the website.

The sponsors include lobbying and law firms, and government worker and public school
teacher unions. Also listed are special interest groups that support the marijuana and real
estate development industries, utilities including Arizona Public Service Co., Salt River
Project and Southwest Gas, and private companies like Amazon, Boeing and Altria, the
tobacco giant.

APS, the state’s largest electric utility, didn’t answer a question about the amount of its
contribution. The company’s parent, Pinnacle West Capital Corporation, is a prolific political
donor and its political action committee spent over $850,000 on Arizona elections this cycle,
including to back Hobbs’ opponent, Republican Kari Lake, according to campaign finance
reports. Those reports have not yet tallied spending near Election Day, meaning the total
spending is likely significantly more.

“We’re joining Arizona businesses to support the governor’s inauguration," APS said in a
statement noting the donation is specifically for inauguration events. "This is an important
event for Arizona and its citizens; and we are pleased to be a participant.”

Intel, the semiconductor chip manufacturer expanding its campus in Chandler, said in a
statement it donated $25,000 to Hobbs’ inauguration fund. “Intel’s approach is to make
contributions in a bipartisan manner that balances support between Republicans and
Democrats in each election cycle," spokesperson Linda Qian said in an email.



Related: What to watch at the Arizona Governor's Office as Katie Hobbs' administration
takes power

Dawn Penich-Thacker, the leader of Agave Strategy, a communications firm that backed
Democratic candidates including Hobbs, said the company donated a sum of “four digits” to
Hobbs’ inauguration.

She said while some donors might seek to curry favor, Agave’s donation was to celebrate
Democrats’ banner election year in a traditionally red state. Democrats held a U.S. Senate
seat and flipped the three top statewide offices.

“I'm also positive that there's plenty of us who are just excited that we worked hard and we
got this result and we want to be part of the celebration,” she said.

How previous Arizona governors, others have done it

It’s not uncommon for governors to take private donations for public inauguration
celebrations, but several have chosen to disclose those donations and their expenses.

Ducey and his Republican predecessor Jan Brewer each revealed who was funding their
events. Ducey named donors and amounts contributed in his second term in 2019, when the
maximum donation was $25,000, one-tenth of the maximum for Hobbs.

The public gets a peek into presidential inauguration donors because the federal government
requires disclosure within 9o days. And officials can choose to fund the events in ways that
require public oversight.

Democratic Secretary of State Adrian Fontes will host his own inauguration celebration
Thursday with any donations flowing into his campaign account.

The source of those donations, capped at $5,300 for individuals and most political action
committees, must be disclosed later this month under state campaign finance law. That
fundraising structure also prohibits corporate donations.

How much do inaugurations cost?

Brewer’s 2010 ceremony cost $65,000, a fraction of the $200,000 she raised from lobbyists,
utilities and special interests. according to media reports at the time.
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The inaugural for Arizona’s last Democratic governor, Janet Napolitano, eight years earlier
collected $150,000 to pay for four receptions. Taxpayers also covered $50,000 of expenses,
like audio and video equipment for the celebration.

How common are inaugural balls?

Arizona’s most recent governors strayed from big inaugural balls like those typical for
presidential elections, due in part to their fiscally conservative ideals and the state's rocky
finances at the time. Republican governors Fife Symington and his successor, Jane Dee Hull,
both held balls in the 1990s, apparently the last in the state, according to media reports.

One prior Arizona governor, Republican Evan Mecham, was accused of loaning $850,000 of
inaugural ball funds — contributed through a state-controlled account — to his Pontiac
dealership, leading to one of several charges in his impeachment and removal from office.

Why does the disclosure of donations matter?

"For the exact same reason that donors should be disclosed during the campaign, donors
should be disclosed during the inaugural activities as well," Holman said, calling it
hypocritical for Hobbs to call for disclosure and not do so herself. "These people are using
money to buy influence, and that's why it's so important that the public be aware who is
footing the bill."

Holman said a $250,000 donation was "the highest I've seen so far” for a gubernatorial
event, and an amount more on par with a presidential inauguration.

Can the public attend the inauguration and ball?

The inauguration ceremony is scheduled for 10 a.m. Thursday outside the Arizona Capitol,
1700 W. Washington St.

Free tickets are available online at https://inauguration.az.gov/content/tickets.
It will be livestreamed on the governor's inaugural website: https://inauguration.az.gov.

The ball, which will take place at Talking Stick Resort in Scottsdale, starts at $150 per
person.


https://inauguration.az.gov/content/tickets
https://inauguration.az.gov/

Tickets are available online at https://inauguration.az.gov/content/inaugural-ball.

Reach reporter Stacey Barchenger at stacey.barchenger@arizonarepublic.com or 480-416-
5669. Follow her on Twitter @sbarchenger.


https://inauguration.az.gov/content/inaugural-ball
mailto:sbarchenge@arizonarepublic.com
https://www.twitter.com/sbarchenger
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