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Mutual Funds and Conflicts Concealment 
among Public Officials at Ohio State 

Many judges, lawyers and public officials hold investments in mutual funds 

in which they have likely received insider tips – Betty Montgomery, case study 

What is a mutual fund?  

It is an investment program funded by shareholders that trades in diversified holdings and is 

professionally managed. The SEC states: “A mutual fund is a type of investment company 

that pools money from many investors and invests the money in stocks, bonds, money-

market instruments, other securities, or even cash.”  

 

Public officials must disclose financial holdings and relationships 

Public officials are required to disclose their financial holdings annually so that parties 

relying on their impartiality know when their judgments could be biased by their personal 

financial interest in one party or the other. 

 

Public officials, conflicts of interest, impartiality, and who gets to choose 

When a public official has a financial holding in one of the parties coming before him, 
that official has a sworn duty to disclose that financial holding to the parties. It is the official’s 
duty to disclose any matter that might affect that official’s impartiality. It is not the duty of the 
parties to discover this information; it is the duty of the official to DISCLOSE the information. 
If the parties mutually agree to allow the official to remain, then that is their choice. However, if 
either party believes that the conflict could affect that official’s impartiality, then that official 
must disqualify themselves from participating further. 

Former Ohio attorney general Betty Montgomery failed this test in the OSU Marching 
Band scandal. See below. 

The mutual fund shell game 

Lawyers have injected into the state and national ethics law a deceptive and vaguely 

worded exemption from disclosure of the stocks in the mutual fund when the holder “does not 

personally direct the fund.” This exemption is meaningless because the very act of purchasing 

the fund is a personal direction to select one fund over the thousands of choices.  
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Legalized payola 

Judges, politicians and bureaucrats all invest heavily in mutual funds. Judges often use 

the disclosure exemption and fail to disclose when their mutual fund holds stock in one of the 

litigants. The Judicial Conference lists pages of circumstances where mutual fund stocks must be 

disclosed. However, judges hide behind their claim not to have to disclose.   

Mutual fund managers tip politicians about upcoming boosts in value for particular funds 

in exchange for favors.  This is how politicians and judges can go to Washington and become 

magically wealthy in a few years. 

The mutual fund exemption has become a blanket for insider stock tips 

Business and politics have become corrupted by this manipulation of the mutual fund 

disclosure rules. The have’s benefit from the insider tips, the have not’s pay for it and are the 

victims. 

US ethics law on mutual fund exemptions from reporting has legitimized insider 

trading among the judiciary, Wall Street and Washington, D.C. 

Confront most politicians and judges about the stock held by their mutual funds, and they 

will claim that they are not required to disclose them. They’ll feign ignorance and say they don’t 

know what’s in them.  

Three telling things that are wrong with that response: 

1. The person is admitting that he invests in funds without knowing anything about the 

stocks that comprise them. If this official is really that clueless, then why was he elected 

to steward your tax dollars? Why is he a judge if he is so careless? 

2. The person chose certain mutual funds over thousands of choices, so the idea that he is 

not directing his investing to certain funds and sectors is disingenuous. 

3. Ethics rules demand disclosure to avoid “even the appearance of impropriety.” In other 

words, you may not be biased, but the appearance of bias dictates recusal. Therefore, 

the so-called mutual fund exemption is an empty shell designed to fool the masses, 

nothing more. It does nothing but give insiders an excuse to trade in their inside 

knowledge for their benefits and that of their cronies. 
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Betty Montgomery failed to disclose that she is invested in 14 of the 16 McBee 

Strategic clients, who also have contracts and relationships with OSU Trustee president 

Jeffrey Wadsworth, President Michael V. Drake and the university. In fact, a director for 

McBee’s Eastman Chemical client, Robert M. Hernandez, is chairman of Montgomery’s 

BlackRock fund (Stock Symbol MCLOX).
3
 Such nondisclosure is against the law. If the 

nondisclosure was an intentional deception, it is criminal. 
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