
los Angeles City Ethics Commission 

The Honorable City Council 
c/o June Lagmay, City Clerk 
200 North Spring Street 
City Hall- 3rd Floor 
Los Angeles CA 90012 

Re: Council File No. 12-1269 

September 5, 20 12 

Report in Response to 8/22/12 Verbal Motions 

FOR COUNCIL CONSIDERATION 

Dear Councilmembers: 

On August 9, 2012, the Ethics Commission transmitted an extensive set of 
recommendations for improving the City's campaign finance laws. The Rules, Elections and 
Intergovernmental Relations Committee recommended several modifications to the Ethics 
Commission's proposal, and the City Council considered the committee report on August 22. 

During the discussion on August 22, three verbal motions were introduced, asking the 
Ethics Commission to report back on specific issues related to the matching funds program. This 
letter provides the requested reports. 

A. 2:1 MATCH IN 2013 PRIMAIUES 

The Ethics Commission recommended increasing the rate at which qualified 
contributions are matched with public funds. Currently, contributions are matched at a one-to
one rate, but a three-to-one rate is triggered when independent expenditures or non-candidate 
spending reaches certain thresholds. See Los Angeles Municipal Code (LAMC) §§ 49.7.22(C)~ 
(D). The United States Supreme Court recently struck down similar trigger provisions in 
Arizona's matching funds program as unconstitutionaL Arizona Free Enterprise Club's 
Freedom PAC v. Bennett, 131 S. Ct. 2806 (2011). As a result, the City Attorney's office has 
advised that the trigger provisions in our program must be repealed. 

To compensate for the loss: of the trigger provisions, the Ethics Commission 
recommended a permanent fouHo~one rate of match in all elections. The committee amended 
that by recommending a two-to-one rate in primary elections and a four-to-one rate in general 
elections. Councilmember Jose Huizar asked for a report on a compromise approach of 
providing a two-to-one rate in the 2013 primary elections and, beginning in 2015, providing a 
four-to-one rate of match in both primary and general elections. 
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We project that a four-to-one rate of match in all2013 elections (both primaries and 
generals) would result in payouts of $12,610,332. That is $210,092 more than the balance in the 
matching funds trust fund. By providing a two-to-one rate in the 2013 primary elections, we 
project that the payouts would be reduced by $601 ,646, and total payouts would be $12,008,686. 
That would leave the trust fund in the black at the end ofthe 2013 elections, with an estimated 
balance of $391,554. The following table summarizes this data. 

4:1 in Primary 
4:1 in General 

2:1 in Primary 
4:1 in General 

$12,610,332 

$12,008,686 $391,554 

Appropriations to the trust fund of approximately $3.1 million will be required in Fiscal 
Year 2013-14 and Fiscal Year 2014-15. As a result, the trust fund will be sufficient to 
accommodate a four-to-one rate of match in both the primary elections and the general elections 
in 2015. 

For each election, the Ethics Commission is required to determine whether the trust fund 
balance is sufficient to provide maximum funding to all pmiicipating candidates. If the balance 
is insufficient, the Ethics Commission must reduce the maximum on a pro-rata basis. We have 
never had to reduce funding to candidates, and there is some concern that the matching funds 
program will become less attractive if that ever occurs. In other words, candidates may not want 
to participate in a program that limits their spending if they are not guaranteed a certain level of 
funding in exchange for qualified contributions. Delaying until 2015 the four-to-one rate of 
match in primary elections will increase the likelihood that all qualified candidates will be fully 
funded in 2013, thereby reducing the concern that the Ethics Commission would be required to 
take action that could affect the general attractiveness of the program. 

However, from another policy perspective, a reduced rate of match in primary elections 
places the emphasis of the matching funds program on general elections. One ofthe goals of the 
program is to encourage competition for elective office. Los Angeles City Charter (Chatier) § 
471(a)(2)(F). That only happens in primary elections, because the field of candidates is, by 
definition, narrowed to just two in general elections. Therefore, a matching funds program that 
provides a faster rate of match in the general than in the primary would not serve the purpose of 
encouraging competition. It would, however, continue to serve other stated purposes, including 
assisting serious candidates in communicating their views and reducing the pressure on 
candidates to raise large amounts of campaign funds. Charter§§ 47l(a)(2)(A), (B). 

B. 1:1 MATCH FOR CANDIDATES WHO PAY FILING FEE 

Councilmember Huizar also asked for an analysis of Motion 17-A, which was presented 
by Councilmember Mitchell Englander and would provide the increased rate of match only to 
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those candidates who qualify to appear on the ballot without paying a filing fee. In that scenario, 
a candidate who qualifies for the matching funds program and paid a filing fee to qualify for the 
ballot would receive public matching funds at the current one~to~one rate. 

1. Resource Implications 

Candidates may qualify to appear on a City ballot in two ways. They may obtain 
signatures from 1,000 registered City voters, or they may obtain 500 signatures and pay a filing 
fee of $300. Los Angeles City Election Code § 310. 

The vast majority of candidates currently opt to pay a filing fee. According to the City 
Clerk's office, only four of the 199 candidates who have filed nominating petitions since 2007 
have attempted to qualify for the ballot by obtaining 1,000 qualified signatures, and one of the 
four was a candidate for the Los Angeles Community College District, rather than the City. In 
any given City election in the last five years, no more than one candidate has attempted to 
qualify for the ballot without paying a filing fee. This translates, on average, to one percent of 
candidates in any given City election who attempt to qualify for the ballot with 1 ,000 signatures. 

Even though 99 percent of candidates typically qualify for the ballot with the lower 
threshold of 500 signatures, the City Clerk's office must employ persmmel around the clock in 
order to verify those signatures within the legal deadline of 10 days. They estimate that each 
signature requires an average of 10 minutes to verify, and it can take as much as 40 minutes for a 
single signature. 

If the rate of match is increased for candidates who do not pay the filing fee, the law will 
create a significant incentive for candidates to qualify for the ballot by doubling the number of 
signatures they obtain. It is difficult to say precisely at this point how many more candidates will 
double their signatures. However, since the inception of the matching funds program, 78 percent 
of all candidates have attempted to qualify for public funding. In competitive elections, such as 
2013, that percentage can increase dramatically. Therefore, it is very reasonable to assume that 
80 percent of all candidates in the 2013 elections will attempt to qualify for the matching funds 
program and for the higher rate of match. 

This will substantially increase the work load for both us and the City Clerk's office. An 
estimated 180 individuals are expected to file as candidates for the 2013 elections. Traditionally, 
about 70 percent actually file petitions. If 13 0 individuals file petitions and 80 percent of them 
attempt to qualify for the higher rate of match, 104 candidates will submit additional signatures. 
That represents an increase of 10,300 percent in the number of City candidates who historically 
attempt to qualify for the ballot without paying a filing fee. In other words, the City Clerk's 
office will be required to verify 51,500 more signatures for the 2013 elections than they typically 
do-all within the same span of 10 days. 



2. Proposed Process 

The Honorable City Council 
Council File No. I 2·1 269 

September 5, 2012 
Page 4 of7 

In addition to the resource implications, we also have reservations about the process 
recommended by the City Attorney's office. Because of language in the Election Code that 
requires candidates to submit either 500 to 1,000 signatures with a filing fee or 1,000 to 2,000 
signatures without a filing fee, that office is concerned that candidates who would otherwise 
qualify for the ballot might be excluded. For example, a candidate who wants to qualify for the 
higher rate of match might attempt to obtain 1,000 signatures but actually obtain only 600. 
Because of the either-or language in the Election Code, that candidate could be kept off the 
ballot, even though the candidate obtained enough signatures to qualify if the candidate had 
opted to pay the filing fee. 

To avoid this scenario, the City Attorney's office recommends a process that gives 
candidates two ways to attempt to qualify for the higher rate of match: they can avoid paying a 
filing fee and obtain 1,000 signatures on a nominating petition; or they can pay a filing fee, 
obtain 500 signatures on a nominating petition, and obtain 500 more signatures on a separate 
matching funds signature form. The City Clerk's office would be required to verify the 
signatures on the matching funds signature form in the same way and by the san1e deadline that it 
must verify signatures on nominating petitions. 

We believe that adding another form to the signature gathering process is likely to create 
significant confusion for candidates, treasurers, and voters who may want to support a candidate. 
For example, candidates may be inclined to ask a single voter to sign both fmms, but a signature 
on one form cannot duplicate a signature on the other. The two forms will create additional work 
for us and the City Clerk's office, in terms of trying to help candidates and treasurers understand 
the differences between the two forms. 

There are also a number of unresolved logistical issues related to creating the new forms, 
getting the forms to candidates, and processing the forms. For example, we estimate that 6,630 
original pages of the new form will be necessary for the 2013 elections. We do not currently 
have a printer that will accommodate that many color pages (color is necessary to differentiate 
between the nominating petition and the new form) within the deadline for providing signature 
forms to candidates. We estimate an additional cost of more than $5,600 for the 2013 elections 
to pay for an appropriate printer and the per-page charge of approximately $.07. That would 
more than double our annual printer and copier costs, and it does not include the costs of paper, 
toner, or staff time. 

We suggested to the City Attorney's office an alternative approach that would eliminate 
the need for a second form, while still addressing that office's concern regarding 
disenfranchising otherwise eligible candidates. We proposed amending the Election Code to 
permit candidates to attempt to obtain 1,000 signatures on their nominating petitions but then pay 
the filing fee ifthey are unable to do so. However, the City Attorney's office has advised that 
that is not a permissible option. 
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If an additional form is a necessity, we strongly recommend that the signature 
requirement be delayed until the 2015 elections. The 2013 elections are just six months away, 
and candidate briefings by the City Clerk's office will begin in the next few weeks. The 2013 
elections will also be among the most competitive elections the City has ever seen, and the 
workloads for both our office and the City Clerk's office will be dramatically increased even 
without adding a new signature requirement. Delaying the requirement until 2015 will permit us 
to work with the City Clerk's office to resolve the details of the form and will also permit both 
offices to implement the new process for the first time during a less intense election. 

3. Policy Considerations 

In addition to the resource implications and the process concerns, there are also policy 
considerations associated with this proposal. On one hand, it may help to protect the solvency of 
the matching funds trust fund. Payouts in any given election will decrease if fewer candidates 
can obtain enough signatures to qualify for the higher rate of match. The proposal may also be 
viewed as a way of tying the expenditure of public funds to the level of public support for a 
pmiicular candidate. Both ofthose are legitimate goals. 

However, changes to several other aspects of the matching funds program have already 
been approved to accomplish the same goals. To protect the trust fund and tie public funding to 
public support, the qualification requirements have been made more difficult. Beginning in 
2015, only contributions received from voters residing in the City will count toward a 
candidate's qualification for the program, and only those contributions will be matched. In 
addition, City Council candidates will be required to obtain at least 200 contributions of $5 or 
more from voters residing within their districts. Adding the proposed signature requirement may 
be unnecessarily restrictive and could result in a program that does not achieve its stated goals of 
encouraging competition for elective office, promoting public discussion of political issues, or 
reducing the amount offundraising that candidates must engage in. Charter§§ 47l(a)(2)(A), 
(B), (F). 

Finally, the proposal would hinder the ability to campaign in the face of independent 
spending, which cannot be limited. A candidate who does not obtain 1,000 signatures would 
receive a one-to-one rate of match in the primary election and also in the general election, when 
independent expenditures are most intense. That candidate would be at a significant 
disadvantage if the candidate's general election opponent is receiving the four-to-one rate. The 
candidate would have to spend far more time engaged in fundraising than the opponent would to 
receive the same amount of public funding. 

C. INCREASED MAXIMUM IN GENERALS 

In addition to an increased rate of match, the current matching funds program also 
provides additional public funding to qualified candidates in response to a trigger event in 
general elections. For example, City Council candidates can receive up to $125,000 in matching 
funds in a general election, but that maximum increases to $150,000 if spending by non-
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participating candidates or non-candidates (i.e., independent expenditures) reaches certain 
thresholds. LAMC § 49.7.22(D). This is the other trigger provision that the City Attorney has 
advised must be repealed in light of Arizona Free Enterprise Club's Freedom PAC v. Bennett, 
and Councilmember Paul Krekorian asked for a report on how the trust fund would be affected if 
the maximum funding in general elections were pennanently increased. 

In both the Ethics Commission's recommendations and the committee report, the rate of 
match is four-to-one in general elections. At that rate without any additional funding, the 2013 
general elections are projected to cost $4,275,000. If additional funding is provided, that number 
rises by nearly $1,000,000, to $5,210,000. The trust fund is insufficient to meet that demand, 
and the Ethics Commission would be required to pro-rate the amount of funding available to 
participating candidates in the 2013 general election. 

Total payouts for 2013 would be $12,943,686-$543,446 more than the balance of the 
trust fund-if additional funding is provided in the general election. Total payouts for the 
upcoming four-year election cycle (2013 and 2015) would increase from $14,710,332 to 
$14,870,206. If the proposal in subsection A (providing a four-to-one rate of match for all 
elections beginning in 2015) is also adopted, total four-year payouts become $15,143,686. This 
data is summarized in the table below. 
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Commission Proposal 
4:1 in Primary 
4:1 in General 
No extra in General 

Committee Report 
2:1 in Primary 
4:1 in General 
No extra in General 

Huizar Question 
2:1 /4:1 in 2013 
4:1/4:1 in 2015 
No extra in General 

Krekorian Question 
2:1 in Primary 
4:1 in General 
Extra in General 

Krekorian/Huizar 
2:1/4:1 in 2013 
4:1 /4:1 in 2015 
Extra in General 

$12,610,332 ..::.$210;092 

$12,008,686 

$12,008,686 $391,554. 

· .. · : . . :.:·: ::_·.··:· 

$12,943,686 . ··· ·- $s43,~46 · 

$12,943,686 -:-$543,446 

• Assumes appropriations of $3.1 million in FY 13·14 and FY 14·15. 

$2,100,000 $3,789,908" $14,710,332 

$1,826,520 $4, 765,034* $'13,835,206 

$2,100,000 $4.491 ,554* $14,108,686 

$1,926,520 $3,730,034* $14,870,206 

$2,200,000 $3,456,554* $15,143,686 

Permanently increasing the maximum funding available to matching funds candidates in 
general elections is a legitimate goal. The Ethics Commission is not opposed to providing more 
funding to candidates. The Commission's recommendation did not include a permanent increase 
in the maximum simply because the trust fund lacks the resources to accommodate the increase. 
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As noted above, there is concem that the matching funds program would become less 
attractive and fail to meet the goal of encouraging competition in elections if the Ethics 
Commission is ever required to reduce maximum funding to participating candidates. Increasing 
the maximum funding in general elections will dramatically increase the likelihood of that 
happening in 2013 . 

D. CONCLUSION 

The City Attomey has transmitted three ordinances. Ordinances A and Bare two 
versions of the Campaign Finance Ordinance (with Ordinance A delaying until2015 the new 
signature requirement) , and Ordinance C is an amended version of the Los Angeles 
Administrative Code provisions regarding the matching funds program. We recommend the 
adoption of Ordinances A and C. 

We appreciate the opportunity to provide additional feedback about these issues, and we 
would be happy to answer questions at any time. Please feel free to contact me or Director of 
Policy Mike Altschule at (213) 978-1960. 

cc: Renee Stadel, Deputy City Attomey 

Sincerely, . / 

(i"!teOV~ It:_ 
Heather Holt 
Executive Director 


