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Introduction
Today, the Committee on Governmental Operations, chaired by Council Member Benjamin Kallos, will conduct a hearing on Int. No. 6, Prop. Int. No. 148-A, and Res. No. 75, all of which relate to how campaigns are financed. 
Background
Since 1988, New York City has had a comprehensive campaign financing system for candidates running for local office.
 The system is run by the Campaign Finance Board (“the CFB”), an independent, nonpartisan agency also created in 1988.
 Commonly referred to as the “Campaign Finance Act” (the “CFA”), the legislation as amended from time to time provides candidates who choose to participate in the program with public funds from which to finance their campaigns. Specifically, such candidates are given $6 in public matching funds for every $1 of a “small donation,” up to $175 per contributor, up to a maximum of $1,050 in public funds per contributor.
 Candidates choosing to participate in the program must abide by expenditure limits, and all candidates must abide by contribution limits.
 The intent of the CFA is “to reduce improper influence of local officers by large campaign contributions and to enhance public confidence in local government.”
 The CFA also has the benefit of, as the CFB puts it, “encourag[ing] participants to seek small contributions, and reach out to a greater number of their prospective constituents.”
 Recent city elections have seen the vast majority of candidates, and subsequent elected officeholders, participating in the matching funds program.
 Although in many respects the CFA is a leader among national campaign finance laws, it does not require that communications to voters paid for or authorized by a campaign or campaign committee disclose their source on the communication itself. 

Although disclosure is not required on communications from campaigns, it is required on election-related communications from independent entities (“independent expenditures”).
 These requirements were approved as part of the 2010 Charter Revision because the 2010 Charter Revision Commission believed such disclosure would “provide critical information and context for members of the public and help them to evaluate advertising messages aimed at influencing their votes.”
 Additionally, the Charter Revision Commission found that the more detailed disclosures made to the CFB, in accordance with the new requirement, would facilitate their “ability to enforce expenditure and contribution limits under current law by providing [them] with real-time data concerning expenditures of this nature.”


In contrast to the CFA, and its accompanying independent expenditure disclosure guidelines, New York State’s campaign finance laws are notoriously weak.
 Large contributors dominate the state system, with contributions under $100 accounting for only 3% of all campaign money raised from 2009 to 2012.
 Individuals and LLCs are permitted to donate up to $60,800 per candidate for state-wide office for primary and general election campaigns combined, with lower, but still substantial, allowances for Senate and Assembly candidates.
 Although the legislature recently enacted a matching funds pilot for the 2014 New York Comptroller’s race modeled after the CFA,
 reports indicate that the incumbent Comptroller will not participate in the pilot program.

Analysis of Int. No. 6


Int. No. 6 would require communications, such as campaign literature and advertisements, which are paid for by the campaign committee of a candidate for any City office to include a disclosure as part of the communication that the campaign committee has paid for its creation and distribution. For example, a radio advertisement supporting John Doe for Mayor, and paid for by the John Doe for Mayor campaign committee, would need to include the spoken words “This advertisement was paid for by John Doe for Mayor,” or a functionally similar disclosure. Likewise, a printed advertisement attacking a candidate, paid for by an opponent, would be required to disclose the identity of the candidate who funded the advertisement. This bill would take effect six months after its enactment.
Analysis of Prop. Int. No. 148-A

Prop. Int. No. 148-A has two primary components: 1) requiring a greater number of individuals and entities to report to the CFB on independent expenditures, and requiring the inclusion of more information as part of such disclosures; and 2) requiring communications financed by independent expenditures to include expanded disclosures, such as, in many instances, the top donors to the organization making the independent expenditure.


More Detailed Disclosure to the CFB
Under current law, individuals and entities that make independent expenditures aggregating $1,000 or more in local elections are required to disclose such expenditures to the CFB. And those individuals and entities that make such expenditures aggregating over $5,000 must disclose the names of any entities that contributed to the entity that made the expenditure, and any individuals that contributed $1,000 or more to the entity that made the expenditure. Prop. Int. No. 148-A would expand this reporting requirement as it relates to those making contributions to entities that make independent expenditures. Under current law, only the identity of the donating entity is required to be reported. This law would also require that the “owners, partners, board members, officers, or their equivalents” of the donating entity be reported by the independent expenditure-making entity as well. This provision is intended to increase transparency with respect to entities that donate any significant money to groups making independent expenditures.

Prop. Int. No. 148-A would also add language such that any individual or entity donating $1,000 or more to any other individual or entity for the purpose of any individual or entity making independent expenditures will be considered to have himself, herself, or itself made an independent expenditure. The CFB is responsible for promulgating rules for determining when an individual or entity has been deemed to have intended to make a donation for the purpose of supporting an independent expenditure. This provision is intended to ensure that money that is funneled between and among multiple entities for the purpose of making independent expenditures may be traced back to the original source that intended for their money to be used in this way.

Expanded Disclosures on Independent Expenditures Themselves

Prop. Int. No. 148-A requires printed, television, and internet visual advertisements paid for by independent expenditures to include the words “Paid for by” followed by the name of the individual or entity. For entities, the name of the owner, chief executive or equivalent, chief financial officer or equivalent, chief operating officer or equivalent, and business address must also be included. The words “Not authorized by any candidate or candidate committee” must be included as well, as must the top five donors to the entity making the independent expenditure. If one or more of the top five donors contributed less than $1,000, they need not be displayed. Finally, the following words must also be included “This advertisement is funded by an independent expenditure, and is not subject to the contribution and expenditure limits that apply to candidate in the NYC Campaign Finance Board’s public matching funds program. More information at nyccfb.info.” Television and internet video advertisements must also include spoken words identifying the individual or entity responsible for the advertisement.

For automated, audio-only advertising, such as radio advertisements and automated telephone calls, Prop. Int. No. 148-A requires the audible words “paid for by” followed by the name of the individual or entity responsible for the advertisement, followed by the words “with funding provided by” and a list of the five largest donors to such entity. The same exception for donors who contributed less than $1,000, above, applies to these messages as well. Automated advertisements shorter than fifteen seconds include a shortened message.


Finally, for live telephone calls lasting longer than ten seconds, the caller is require to identify the individual or entity that paid for the call, and tell the recipient of the call that donor information is available at the CFB’s website.


This bill would take effect one year after its enactment.

Analysis of Res. No. 75


Res. No. 75 would give the support of the Council to A.4980-C/S.4705-A, also known as the "Fair Elections Act." The Fair Elections Act would create a public financing matching system for statewide and state legislative elections, modeled after the CFA. It would also increase disclosure with respect to independent expenditures.


Participating in the public financing matching system of the Fair Elections Act would be optional for candidates. Participation would come with the benefit of receiving $6 in public money for every $1 in matchable contributions received, up to $250 per contributor, and up to an aggregate cap in public money for each candidate that would differ based on the office sought. In exchange, participating candidates would be subject to significantly smaller contribution limits than non-participating candidates.

The independent expenditure provisions of the Fair Elections Act would require disclosure of any individual or entity making independent expenditures of $1,000 or more, and of donors to any such independent expenditure-making entity that spends $5,000 or more on independent expenditures. These are the same dollar amounts that trigger disclosure requirements in New York City.

Int. No. 6
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A LOCAL LAW

To amend the administrative code of the city of New York, in relation to requiring public-facing disclosure of campaign spending.

Be it enacted by the Council as follows:

Section 1. Section 3-703 of the administrative code is amended by adding a new subdivision 16 to read as follows:


16. (a) Whenever the authorized or principal committee of any participating, limited participating, or non-participating candidate pays for any literature, advertisement or other communication, such communication shall disclose that the communication has been paid for by such candidate or committee. 

(b) Whenever a participating, limited participating, or non-participating candidate, or the authorized or principal committee of such a candidate, authorizes any individual or entity other than such participating, limited participating, or non-participating candidate, or the authorized or principal committee of such a candidate, to pay for any literature, advertisement or other communication in support of or in opposition to any candidate in any covered election, such communication shall disclose that the communication has been authorized by such candidate or committee.


§2. This local law shall take effect six months after its enactment; provided, however, that the campaign finance board may promulgate rules as may be necessary for the purpose of implementing and carrying out the provisions of this local law, prior to its effective date.
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Prop. Int. No. 148-A

By Council Members Lander, Torres, Chin, Cumbo, Levine, Menchaca, Johnson, Miller, Reynoso and Van Bramer
A LOCAL LAW

To amend the New York city charter, in relation to increasing independent expenditure disclosure requirements.

Be it enacted by the Council as follows:

Section 1. Subparagraph (b) of paragraph 15 of subdivision a of section 1052 of the New York city charter is amended to read as follows:


(b) Every individual and entity that makes independent expenditures aggregating one thousand dollars or more in support of or in opposition to any candidate in any covered election, or in support of or in opposition to any municipal ballot proposal or referendum, shall be required to disclose such expenditure to the board. In addition, every entity that, in the twelve months preceding a covered election, makes independent expenditures aggregating five thousand dollars or more in support of or in opposition to any candidate in any covered election shall disclose the identity, owners, partners, board members, officers, or their equivalents of any entity that contributed to the entity reporting the expenditure, and any individual who, in the twelve months preceding the covered election, contributed one thousand dollars or more to the entity reporting the expenditure. For the purposes of this subparagraph, an individual or entity that transfers one thousand dollars or more to any other individual or entity for the purpose, or for what is deemed to be the purpose, of that individual or entity, or any other individual or entity, making independent expenditures that are required to be disclosed pursuant to this paragraph shall be considered to have made an independent expenditure. The campaign finance board shall promulgate rules for determining what shall be deemed to be a transfer for the purpose of making independent expenditures under this subparagraph.
§2. Subparagraph (c) of paragraph 15 of subdivision a of section 1052 of the New York city charter is amended to read as follows:


(c) Any literature, advertisement or other communication in support of or in opposition to any candidate in any covered election that is paid for by an individual or entity making independent expenditures aggregating one thousand dollars or more shall disclose [the name of any individual or entity making the expenditure.] information as follows:

(i) on any written, typed, or printed communication, or on any internet text or graphical advertising, in a conspicuous size and style, the words “Paid for by” followed by the name of the individual, or the name of the entity, the name of its owner, chief executive officer or equivalent, chief financial officer or equivalent, chief operating officer or equivalent, and its principal business address, followed by the words “Not authorized by any candidate or candidate committee”, and, following the words “Top Five Donors”, the five largest aggregate donors to such entity in the proceeding twelve months, except that no donor who contributed less than one thousand dollars to the disclosing entity in the twelve months preceding the election shall be included in such disclosure, and except that expenditures funded by an individual need not include the words “Top Five Donors” or a list of donors. Such written disclosures shall further include, in a conspicuous size and style the following words: “This advertisement is funded by an independent expenditure, and is not subject to the contribution and expenditure limits that apply to candidates in the NYC Campaign Finance Board’s public matching funds program. More information at nyccfb.info.” All disclosures required by this clause shall be enclosed in a box within the borders of the communication;

(ii) on any paid television advertising or paid internet video advertising, clearly spoken, the words “paid for by” followed by the name of the individual, or the name of the organization, at the beginning or end of the advertisement, and, in a conspicuous size and style, simultaneous with such spoken disclosure, the words “Paid for by” followed by the name of the individual, or the name of the entity, followed by the written words “Not authorized by any candidate or candidate committee”, and the words “The top five donors to the organization responsible for this advertisement are” followed by a list of the five largest aggregate donors to such entity in the preceding twelve months, except that no donor who contributed less than one thousand dollars to the disclosing entity in the twelve months preceding the election shall be included in such disclosure, and except that expenditures funded by an individual need not include the words “The top five donors to the organization responsible for this advertisement are” or a list of donors. Such written disclosures shall further include, in a conspicuous size and style, the following words: “This advertisement is funded by an independent expenditure, and is not subject to the contribution and expenditure limits that apply to candidates in the NYC Campaign Finance Board’s public matching funds program. More information at nyccfb.info.” All written disclosures required by this clause shall be enclosed in a box within the borders of the communication; 

(iii) in any paid radio advertising, paid internet audio advertising, or automated telephone call, clearly spoken at the end of the advertisement or message, the words “paid for by” followed by the name of the individual, or the name of the organization, followed by the words “with funding provided by” followed by a list of the five largest aggregate donors to such entity in the preceding twelve months, except that no donor who contributed less than one thousand dollars to the disclosing entity in the twelve months preceding the election shall be included in such disclosure, and except that expenditures funded by an individual need not include the words “with funding provided by” or a list of donors. In the case of radio or internet advertising covered by this clause that is fifteen seconds in duration or shorter, the clearly spoken words “Donor information at www.nyccfb.info” may be included instead of the words “with funding provided by” followed by a list of the five largest aggregate donors in the preceding twelve months; and

(iv) in any non-automated telephone call, clearly spoken during any such call lasting longer than ten seconds, the words “this call is paid for by” followed by the name of the individual, or the name of the organization, followed by the words “donor information is available at www.nyccfb.info.”


§3. This local law shall take effect one year after its enactment, provided, however, that the campaign finance board shall take such actions, including the promulgation of rules, as are necessary for timely implementation of this local law.
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Res. No. 75
 

Resolution in support of A.4980-C/S.4705-A, also known as the "2013 Fair Elections Act," which would create a public campaign financing system for campaigns for New York statewide office, state legislative office and constitutional convention delegate.
 

By Council Members Williams, Constantinides and Mendez
 

Whereas, New York State does not currently have a public campaign financing system for candidates running for statewide office, state legislative office or constitutional convention delegate; and
Whereas, The current New York State campaign contribution limit for a candidate running in a primary and general election for statewide office is $60,700, and between $8,200 and $16,800 for state legislative office, as compared to $5,000 for a United States Presidential candidate; and
Whereas, The current New York State limit on direct corporate contributions to
candidates is $5,000, as compared to an absolute ban on such contributions under New
York City and federal law: and
Whereas, In 2010 the United States Supreme Court issued a decision in Citizens United v. Federal Election Commission, holding that corporations and other groups may engage in unlimited independent spending on elections; and
Whereas, The Supreme Court decision, combined with New York State's current contribution limits and lack of a public campaign financing system, has the potential to hinder electoral competition and increase the risk of corruption by allowing wealthy individuals and corporations to spend large amounts to fund political campaigns; and
Whereas, Public campaign financing provides candidates with resources to run competitive races, improves election transparency through more stringent disclosure requirements and reduces the risk of corruption and the appearance of impropriety by decreasing the potential for undue influence from wealthy contributors; and
Whereas, A.4980-C/S.4705-A, also known as the "2013 Fair Elections Act,"  currently pending in the State Assembly and Senate and introduced by Assembly Speaker Silver and Senator Stewart-Cousins, respectively, would establish a New York State optional partial public campaign financing system for campaigns for statewide office, state legislative office, and constitutional convention delegates; and
Whereas, This public campaign finance system would be a matching funds system whereby candidates would get $6 for every $1 of eligible contributions up to $250, and could raise no more than $2,000 from any single contributor; and
Whereas, A matching funds system would increase voter participation by encouraging candidates to seek smaller contributions from a larger donor base, and thereby reduce the disproportionate influence of wealthy donors and corporations; now, therefore, be it
Resolved, That the Council of the City of New York supports A.4980-C/S.4705-A, also known as the "2013 Fair Elections Act," which would create a public campaign financing system for campaigns for New York statewide office, state legislative office and constitutional convention delegate.
AM
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� This system is laid out in Chapter 7 of Title 3 of the Administrative Code of the City of New York.


� NYC Charter §1052.


� NYC Admin. Code §3-705(2)(a).


� See generally NYC Admin. Code §3-706 and §3-703, respectively.


� NYC Local Law 8 of 1988, §1.


� “Why Should I Join?” New York City Campaign Finance Board website, available at http://www.nyccfb.info/candidates/candidates/whyJoin.aspx.


� Angela Migally and Susan Liss, “Small Donor Matching Funds: The NYC Election Experience,” The Brennan Center for Justice (2010), page 11, available at http://www.brennancenter.org/sites/default/files/legacy/Small%20Donor%20Matching%20Funds-The%20NYC%20Election%20Experience.pdf.


� NYC Charter §1052(a)(15).


� “Final Report of the 2010 NYC Charter Revision Commission,” page 13, available at http://www.nyc.gov/html/charter/downloads/pdf/final_report_2010_charte_revision_9-1-10.pdf.


� Id. at 13-14.


� See “Preliminary Report of the Commission to Investigate Public Corruption, available at http://publiccorruption.moreland.ny.gov/sites/default/files/moreland_report_final.pdf . Id. at 27 (“New York’s campaign finance laws and practices enable special interests and wealthy individuals to flood the political process with enormous amounts of money…[which] enable big-ticket contributions and expenditures to dominate our election campaigns and distort governmental decision-making.”).


� Id. at 30-31.


� NY Election Law §14-114.


� 2014-2015 NY Executive Budget –Public Protection and General Government Article VII Legislation.


� Susanne Craig, “Comptroller to Opt Out of Public Financing System,” N.Y. Times (Apr. 6, 2014), available at http://www.nytimes.com/2014/04/07/nyregion/comptroller-to-forgo-financing-by-public.html.
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