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This document is intended to compile all recommendations and action taken by the Sunset Advisory
Commission for an agency under Sunset review. The following explains how the document is expanded
and reissued to include responses from agency staff and the public.

Sunset Staff Report, March 2012 — Sunset staff develops a separate report on each individual
agency, or on a group of related agencies. Each report contains both statutory and management
recommendations developed after the stafl’s extensive evaluation of the agency.

Sunset Staff Report with Hearing Material, April 2012 — Adds responses from agency staff and the
public to Sunset staff recommendations, as well as new issues raised for consideration by the Sunset
Commission at its public hearing.

Sunset Staff Report with Decision Material, May 2012 — Adds additional responses, testimony, or
new issues raised during and after the public hearing for consideration by the Sunset Commission
at its decision meeting.

Sunset Staff Report with Commission Decisions, June 2012 — Adds the decisions of the Sunset
Commission on staff recommendations and new issues. Statutory changes adopted by the
Commission are presented to the Legislature in the agency’s Sunset bill.

Sunset Final Report with Legislative Action, July 2013 — Summarizes the final results of an agency’s
Sunset review, including action taken by the Legislature on Sunset Commission recommendations
and new provisions added by the Legislature to the agency’s Sunset bill.
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SUMMARY

The people of Texas had every reason to believe they were getting an ethics
agency when they voted for the constitutional amendment creating the
Texas Ethics Commission in 1991. They did not vote for a Disclosure Filing
Commission, and likely would not have done so.

Disclosure, however, is the central tenet of Texas’ system for dealing with
campaign finance, personal financial statements, and lobby activity reports.
That is not to say that the state’s disclosure-based system cannot deliver
meaningful ethics oversight. Given the few limits state law places on
campaign contributions and expenditures, Texas’ approach to ethics relies on
disclosure to shine a light on political financial activity for the public to see
and judge. For this cleansing light to meaningfully effect ethical behavior, the
Texas Ethics Commission must operate in a tense political

environment to ensure that disclosure is timely and accurate’
and that enforcement actions are fair and reflect fairly on
filers. Several major issues emerged from this vantage point.

Enforcement of disclosure
laws may result in candidates

or officeholders being
Enforcement of disclosure laws works in such a way that even stigmatized as ethics violators

innocent mistakes may result in candidates or officeholders
being portrayed as ethics violators, with a stigmatizing

for innocent mistakes.

impact that is out of proportion to the seriousness of the
mistake. Such a portrayal refracts the light of disclosure and potentially colors
the public’s view of the matter in a way that bears directly on the reputation
and political fortunes of candidates and elected and appointed officials. To
be sure, such matters involving errors should still be avoided and dealt with
appropriately when they occur.

Unlike the agency’s early years, however, quick and easy access to
computerized disclosure information, a more contentious political climate,
and greater amounts of money flowing around public office heighten the
potential and temptation to use disclosure less for illumination than for
political opportunism. Further, enforcement procedures different from those
of many regulatory agencies may also affect the role and effectiveness of the
Texas Ethics Commission. Finally, the agency’s budget has been stagnant
from 2002 through the current biennium, resulting in computer and other
resources that have not kept pace with needs.

'The agency also administers disclosure provisions under laws containing
outdated or inefficient requirements. Sunset staff recommends changes
to streamline some disclosure requirements and to address some concerns
about personal financial statements. However, wholesale changes to match
information required in these statements to the nature of the public position
a filer holds, or to update potentially antiquated requirements, require
specialized expertise or otherwise require value judgments that do not lend
themselves to objective evaluation. As a result, such changes are not included
in this report.

Texas Ethics Commission Sunset Final Report with Legislative Action
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Finally, as a constitutional agency, the Commission is subject to review under the Sunset Act, but
not abolishment. For that reason, the report also does not contain a recommendation to continue its
functions and duties.

The following material summarizes issues and recommendations contained in the report.

Issues and Recommendations

Issue 1

The State’s Ethics Enforcement Process Unnecessarily Focuses on Minor Reporting
Infractions.

The Commission’s principal enforcement tool for violations of the law, other than late reporting, is
civil penalties issued through the sworn complaint process. In Texas disclosure-based ethics system,
almost any error is a potential violation, and filers found to be in violation of disclosure laws in
even minor ways may be stigmatized as ethics violators. This stigma can mislead the public as to a
person’s character, be devastating to political careers, and provide incentives to misuse the agency’s
complaint process for political purposes. Several factors contribute to this situation, including the
public’s difficulty in determining the seriousness of violations, the legalistic appearance of complaint
documents, the absence of a system to review reports for accuracy on submission, and the lack of full
audits to encourage compliance.

Overhauling the agency’s current statutory enforcement system and strengthening processes for
reviewing reports would create a system that matches agency enforcement action taken to sanction a
violation with the seriousness of the violation, helping to remove the potential for stigma while still
ensuring full disclosure.

Key Recommendations

® Develop a system for resolving complaints that aligns enforcement actions with the seriousness of
violations.

® Direct the agency to strengthen systems to verify the completeness and accuracy of disclosure
information.

Issue 2

The Hearings Process for Ethics Complaints Weakens the Commission’s Effectiveness
in Enforcing Disclosure Laws.

Unlike many state agencies with enforcement authority, the agency’s full Commission is involved
in both developing proposed enforcement actions and sitting as final judge to take final action on
sworn complaints. This process could bias Commissioners as to the outcome of a complaint since
they actually were involved in its investigation. Also, unlike many state agencies, a respondent to a
complaint may choose to bypass the agency’s hearings process on the complaint and go to court under
a trial de novo standard. This approach essentially throws out the agency’s work and record, weakening
its enforcement powers. '

Texas Ethics Commission Sunset Final Report with Legislative Action
Summary
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Elimination or reduction of Commissioner involvement in preliminary review and preliminary hearing
stages would reduce any potential or appearance of bias when the Commission sits as judge in the
formal stage of complaint resolution. Prohibiting a respondent’s bypass of agency hearings process
and requiring courts to review appeals based on review of the agency’s developed record under the

. substantial evidence rule would ensure the agency’s meaningful role in deciding sworn complaints.

Key Recommendations

e [Eliminate Commissioner involvement in the preliminary review of a sworn c'omplaint and
restructure the preliminary hearing to include only two Commissioners.

e Provide for judicial review of Commission decisions based on substantial evidence of the record
and decisions made by the Commission.

Issue 3

| The Agency’s Technology and Information Management Have Not Kept Pace

With Its Workload and Changing User Needs.

'The Texas Ethics Commission’s general revenue budget has been stagnant since 2002 while its workload
and need for technology have increased. Computer systems to support efficient and accurate filing
of reports and public accessibility have not kept pace with needs or the march of technology. The
agency does not have funds to check disclosure documents for facial compliance after submission,
nor to conduct complete audits at a later point, reducing assistance and incentives to achieve accurate
reporting and compliance. Sworn complaints, 2 major workload issue for the agency, have increased
dramatically from 168 in fiscal year 2004 to 374 in fiscal year 2011. The agency’s education program
has been eliminated this biennium, closing off an avenue for educating filers on the state’s complicated
disclosure laws.

'The Texas Ethics Commission collects lobby registration fees that offset about 40 percent of the
agency’s general revenue appropriation of about $2 million annually. Unlike related agencies in some
states, however, the Texas Ethics Commission does not have the authority to collect fees from the
approximately 4,000 political committees, elected officials, and candidates filing reports with the agency.
Additional revenues from such a fee could help address agency needs, which in turn could make report
filing easier and more accurate, ease agency workload on sworn complaints, and encourage compliance.

Key Recommendations

® Require candidates, elected officeholders, and political committees filing disclosure reports with the
Texas Ethics Commission to pay an annual fee to help support the agency’s operations.

® Add rider language to the General Appropriations Act that provides additional funding to the
Texas Ethics Commission contingent on collection of sufficient revenue from the new reporting
fee.

Texas Ethics Commission Sunset Final Report with Legislative Action
' Summary
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Issue 4

Antiquated Filing Requirements Waste Agency Resources and Do Not Promote
Meaningful Disclosure.

State law requires candidates, state officers and employees, certain local officers, caucuses, political
committees, and lobbyists to submit periodic reports to the agency disclosing campaign, lobby activity,
and personal financial information. Several outdated, inconsistent, or unnecessary statutory provisions
impede full, transparent, and efficient disclosure. Revising these provisions would modernize the filing
of certain reports, improve transparency, and streamline the agency’s filing operations.

Key Recommendations

® Require personal financial statements to be submitted electronically and made available online after
sensitive personal information is redacted.

e [Eliminate the civil penalty exemption for smaller general-purpose committees.

® Remove the statutory prohibition on posting reports of major party candidates whose opponents

have not yet filed.

Issue 5

The Texas Ethics Commission’s Statute Complies With Standard Elements Analyzed
During Sunset Reviews.

Among the standard elements considered in a Sunset review, the Texas Sunset Act directs the Sunset
Commission to recommend the continuation or abolishment of each reporting requirement established
in law for an agency under review. The Texas Ethics Commission has a single reporting requirement to
submit a biennial report to the Legislature regarding its activities. Continuing this requirement would
keep the Legislature apprised of important ethics information and necessary statutory changes.

Key Recommendation

o Continue requiring the Commission to submit its biennial report to the Legislature.

Fiscal Implication Summary

These recommendations would have an estimated positive fiscal impact to General Revenue of $71,050.
Additionally, the report recommends a new fee to be paid by certain filers to raise funds specifically
to offset agency costs for improved computer technology, report review, auditing processes, or other
improvements, but which are not counted as a revenue gain to the State. The fiscal impact for each
recommendation is summarized below.

Issue 1 — 'The recommendation in this issue to strengthen systems to verify the completeness and
accuracy of disclosure information would require improvements in the electronic filing system, facial
compliance checks of reported information, and an enhanced audit system. Costs to develop these
systems would be offset by additional revenue resulting from a new reporting fee recommended in
Issue 3.

Texas Ethics Commission Sunset Final Report with Legislative Action
Summary
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Issue 3 — Authorizing the Commission to charge candidates, elected officeholders, and political
committees an annual fee to support the agency’s operations would likely result in a $200,000 annual
gain to General Revenue, assuming a $50 fee. These revenues are intended for appropriation to the
agency for developing the systems highlighted in Issue 1 or other priorities of the Legislature and
would not result in a net revenue gain to the State.

Issue 4 — Removing the exemption from civil penalties enjoyed by certain general-purpose committees
that fail to timely file required reports would result in annual revenue gain to General Revenue of
about $67,550. An additional savings of $3,500 would result from removing prescriptive mailing
requirements from statute and allowing staff to determine the appropriate method for sending late
notices and sworn complaint correspondence.

Texas Ethics Commission

Fiscal Gain to the Savings to the
Year | General Revenue Fund | General Revenue Fund
2014 $67,550 $3,500
2015 $67,550 $3,500
2016 $67,550 $3,500
2017 $67,550 $3,500
2018 $67,550 $3,500

Texas Ethics Commission Sunset Final Report with Legislative Action
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-vetoed bill 1ncluded a Sunset Commrsswn recommendatron that rev1sed the Ethics Commlssmns

" Commrssmn. The bill 1nc1uded a re31gn—

‘more secure fundmg for ongomg 1mprovements to the' Commtssmns computer systems critical

.among. the r reasons for the veto.

The pro lamatlon also noted that t

enforcement authonty to dlstrngulsh b=tween minor reportmg errors. and more serrous oﬁenses

Commlssmn to resrgn after announcin

to efficient and user—frlendly reportlng 'Ihe :shortcornmgs of the agency s technology hlghhghted

ccordrng fo the proclamatlon the resrgn ~to-run requrrement
would change the structure of a constrtutlonal agency without the consent of the Texas voters.
| 105€ ﬁhng campaign finance reports should not be charged for
partrcrpatmg ina process intended to be transparent to pay for a state Agency;

The Ethics Commrssron is create by state constrtutron and is not subJect to abolishment under the
Texas Sunset Act. The next Sunset review f he agency is scheduled for 2025.
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nset Co m1551on'
two | management ctions

'Ihe Sunset review of the Texas Ethics Commlssmn resulted in one
recommendation be1ng enacted in leglslatlon other than S B 219" al
that are nonstatutory, as summarized below. :

k'""Clanﬁes in the Lob

Dlrects the agency to str, 1t ”en systems to Verlfy the completeness and accuracy of dlsclosure
1 1nformat10n (management actlon nonstatutory)

complalnt alleganons (management actlon nonstatutory) "

' Flscal Imp )_catlon

The Sunset review resulted in no ﬁscal 1mpact to the State.
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VETO ,PROCLAMATION

" ; Rle /Perry, Govern ‘ exas do .
‘assed by the E1ghty ~Third Texa 5’Leg1slature,,.

‘added late in the legrslatlve process w1thout an open and honest dlscussron

. The last-mlnute addltlon ofa res1gn to- run requrrement for members of the Rarlroad Co mi :
- would change the structure of a constitutional agency without the consent of Texas Voters Any
" effort toamend a constltutlonal oﬂice should go to a vote of the people

~ This bill would also st ‘movw al prxvﬂege if the Journahst has made d1rect po tics '
: expendrtures or 1s afhliated w1th entities thatmake such expendltures

© S.B.219 also allows the Eth ics Comrmssron t; s annual document ﬁlmg fee for cand1dates

and groups who file campaign finance | reports. Candid ites should not be charged for participating
in a process intended to be transparent to pay for a state agency. The legrslature should continue to -
. set the fee to run ofﬁce ina transparent and open ther than leave that to asstate agency

RICK PERRY
" ',GOVCmOI‘ fTexas
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AGENCY AT A GLANCE

'The Texas Ethics Commission administers and enforces the state’s campaign finance and ethics laws that
govern the conduct of state officers and employees, candidates for and officeholders of state and local
offices, political committees, political parties, and lobbyists. Created by a constitutional amendment
adopted by the voters in 1991, the agency’s major functions include:

® maintaining financial disclosure reports and making them available to the public;

® investigating ethics and campaign finance complaints and assessing penalties when warranted;

® issuing advisory opinions interpreting laws under the agency’s jurisdiction;

® providing information and assistance to stakeholders to help them understand their obligations

under campaign finance and ethics laws; and

® registering persons engaged in lobbying at the state level and requiring periodic lobby activity
~ reports.

Key Facts

e Policyboard. The Texas Constitution establishes the Texas Ethics Commission as a state agency,

consisting of a bipartisan eight-member Commission: four appointed by the Governor from a
list submitted by members of each political party of the House and Senate; two appointed by the
Speaker of the House from a list submitted by members of each political party of the House; and
two appointed by the Lieutenant Governor from a list submitted by members of each political
party of the Senate. The Texas Constitution requires these appointing authorities to split their
appointments between each political party required to hold a primary, so the Commission is
evenly divided between Republicans and Democrats. The chart, Texas Ethics Commission, details the
Commission’s membership.

Texas Ethics Commission

Member Term Expires Submitted by Appointed by
Tom Ramsay, Chair 2013 House Democrats Governor
Jim Clancy, Vice Chair 2013 House Republicans Governor
Hugh C. Akin . 2013 Senate Republicans | Lt. Governor
Tom Harrison 2011 Senate Democrats Governor
Paul W. Hobby 2015 House Democrats Speaker
Bob Long 2015 Senate Republicans Governor
Paula M. Mendoza 2007 Senate Democrats | Lt. Governor
Chase Untermeyer 2013 House Republicans Speaker .

Texas Ethics Commlssmn Sunset Final Report with Legislative Action
Agency at a Glance
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® Funding. The Texas Ethics Commission has operated with an annual budget of about $2 million in

both fiscal years 2011 and 2012. About 99 percent of the agency’s budget is supported by general
revenue with the remainder supported by miscellaneous charges, such as copying fees. For the
2012-13 biennium, the Legislature reduced the agency’s general revenue appropriation and offset

“most of the reduction by appropriating $375,000, contingent on increased lobby registration fees,

which became effective November 1, 2011.

Staffing. 'The agency had authority to employ 33 staff in fiscal year 2011 and has authority to
employ 36 staff in fiscal year 2012. Due to budget restrictions, the agency maintains about 33 full-
time staff in fiscal year 2012.

Disclosure filings. Candidates and officeholders, certain state officers and employees, certain
local officers, political committees, political parties, and lobbyists are required to submit periodic

.reports to the agency disclosing their

- - . H i i ili * —
expenditures and contributions, as Texas Ethics Commission Filings* - FY 2011
well as personal. financial i.nforrnati.on. Number Number
The agency assists filers in fulfilling Report Type of Filers | of Reports
dlsclo'sure reporting  requirements, | Campaign Finance Reports 3,976 18,076
organizes and archives reports, and —

. . Personal Financial Statements** 3,607 2,920
makes reports available to the public.
The agency does not evaluate or audit | Lobby Activity Reports 1,956 9,841
these reports. In fiscal year 2011, the |Total 9,539 30,837
agency I‘CCCIVCC% 30’837 reports from * The table includes only filers who submit reports to the Texas Ethics
9,539 filers, detailed in the accompanying Commission.
chart. Appr Oximately 87 percent of all ** The number of personal financial statement filers exceeds the number of
reports are filed electronically, with the reports because of statutory requirements on when individuals submit

.. these documents.
remaining filed on paper.

Lobbyist registration. Persons who engage in certain lobbying efforts with the legislative and
executive branches must register with the agency and file lobbying activity reports as noted above.
With some exceptions, persons must register as lobbyists if they receive more than $1,000 in a
calendar quarter as compensation or reimbursement to lobby, or if they spend more than $500 in a
calendar quarter for certain purposes. In 2011, the number of registered lobbyists was 1,956.

Complaints. The Texas Ethics Commission investigates and rules on complaints against candidates,
political committees, state officers and employees, officers and employees of political subdivisions,
and lobbyists. Any Texas resident or individual owning real property in the state may file a sworn
complaint of an alleged violation with the agency. The agency may also initiate a complaint with
an affirmative record vote of at least six Commissioners. Most complaints allege violations of
campaign finance and political advertising laws. The number of sworn complaints is increasing and
in fiscal year 2011, the agency received 374 complaints.

Enforcement. The Texas Ethics Commission may enforce all laws under its jurisdiction except -

those in the Penal Code, such as bribery, improper influence, and abuse of office. The agency’s
enforcement authority extends to candidates, officeholders, and their supporters filing with local
filing authorities, as well as those filing with the agency. The agency is authorized to investigate
complaints, hold enforcement hearings, issue orders, impose civil penalties, refer issues for criminal
prosecution, and take action against a lobbyist’s registration. The agency may also impose an

Texas Ethics Commission Sunset Final Report with Legislative Action
Agency at a Glance



Sunset Advisory Commission July 2013

administrative fine on late filers of certain reports. In fiscal year 2011, the agency assessed $136,980
in fines through the sworn complaint process and $523,335 through the late filing administrative
process.

® Advisory opinions. The agency issues advisory opinions about relevant laws, including campaign

finance, political advertising, lobbyist activities, financial disclosure, standards of conduct of
government officials, bribery of public servants, and the misuse of public resources. An advisory
opinion provides a defense to prosecution or imposition of civil penalty for a person who has relied
on such opinion in a substantially similar fact situation. Since 1992, the Texas Ethics Commission
has issued approximately 500 advisory opinions, though the number issued has remained relatively
constant at about five to 10 per year during the last decade. In 2011, the Commission issued six
advisory opinions.

Education. Statute directs the Texas Ethics Commission to provide ethics training for new and
returning members of the Legislature at the start of the legislative session, and to provide ethics
training for state employees in cooperation with state agencies. Additionally, the agency may
provide information and documents about laws within its jurisdiction to anyone who contacts
it. In 2011, the Legislature eliminated appropriations for the education program, but the agency
continues providing training when possible.

Texas Ethics Commission Sunset Final Report with Legislative Action
Agency at a Glance
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Issuk 1

The State’s Ethics Enforcement Process Unnecessarily Focuses on
Minor Reporting Infractions. |

Background

The Texas Ethics Commission oversees the system of disclosure laws for state and local elected officials
and candidates, executive directors and officers of most state agencies, and persons lobbying state
government. . This disclosure system is at the core of Texas’ approach to ethics, relying on full, timely,
and accurate information to the public to achieve accountability from people responsible for directing
and running the government. Key to this system are enforcement provisions to help ensure timely
and accurate reporting by filers. In this system, the Commission exercises civil enforcement authority
while authority to apply criminal sanctions rests with county and district attorneys. The Commission’s
primary enforcement mechanism relies on citizen-driven sworn complaints alleging violation of any of
the state’s disclosure laws. The agency’s statutes authorize any Texas resident or property owner, as well
as the Commission itself, to initiate such complaints.!

'The nature of enforcement in a disclosure-based ethics system is that almost any error, regardless of
how small or insignificant, is a potential violation. The Commission and its staff seek to balance the
specific facts of the case with the nature and seriousness of the error, but will generally take action
upon a determination that credible evidence of a violation exists. The Commission seeks to resolve
matters through a settlement process with respondents, which may result in agreed orders for voluntary
compliance involving minor violations or for other, more significant matters. The Commission may
also initially conduct a preliminary and later a formal hearing before determining a final action.

'The Commission’s principal enforcement tool for violations of the law, other than late reporting, is
civil penalties issued through the sworn complaint process. Statute caps these penalties at $5,000 or
triple the amount at issue, whichever is more, for a violation of a law the agency enforces.? Through
the sworn complaint process, in fiscal year 2011 the Commission assessed penalties ranging from $100
to $31,470, and assessed a total of about $137,000 in fines.> The table on the following page, Tvp Five
Disclosure Provisions Violated, describes the most frequent violations receiving Commission penalties
through the sworn complaint process in fiscal year 2011.

Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 1
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Top Five Disclosure Provisions Violated — FY 2011

Description of Violation

Election Code Section or
Commission Rule Violated

Filer did not properly report expenditures of more than $50.* The filer may not

have included or incorrectly reported the full name and address of the recipient of 254.031(a)(3)
the expenditure; and/or the amount, date, or purpose of the expenditure.

Filer did not properly report contributions of more than $50. The filer may not

have included or incorrectly reported the name and address of the donor and/or 254.031(a)(1)
amount of the contribution. ’

Filer did not properly report the total amount of contributions and/or expenditures. 254.031(a)(6)

Filer incorrectly reported the payee of a political expenditure. When a staff
member or campaign worker makes such an expenditure on behalf of a candidate

Texas Ethics Commission

day of a reporting period.

or officeholder, the name of the actual payee must be disclosed instead of the Rule 20.62
name of the staff member or campaign worker.
Filer incorrectly reported the total amount of contributions accepted as of the last 254.031(a)(8)

* This amount was increased to $100 in fiscal year 2012.

Those found in
violation of the
state’s disclosure
laws may be
- stigmatized as an
ethics violator.

Findings

Texas’ enforcement system can brand candidates and officials
as ethics violators for minor reporting mistakes.

An effective enforcement process works to ensure compliance with the
requirements for certain action or behavior. It also seeks to relate the
enforcement action taken to the nature and seriousness of the violation so
that the public can make informed judgments about the behavior of those
subject to sanctions.

For the Texas Ethics Commission, enforcement of sworn complaints is
intended to make sure that required disclosure occurs by the threat of
sanctioning those who do not comply. By relating the enforcement action
to the nature and seriousness of the violation, the process should seek to
distinguish between simple, honest mistakes and more significant matters, to
ensure that filers are treated fairly and the public understands the nature of
the wrongdoing.

Despite recent efforts by the Commission to deal with minor violations,
the agency’s sworn complaint process still does not allow for making this
kind of distinction about the seriousness of a violation. The general practice
remains that those found in violation of the state’s disclosure laws may be
stigmatized as an ethics violator, regardless of the seriousness of the violation
in question. The consequences of such a judgment can be serious for the
filer who is a candidate or officeholder. This blurring of the Commission’s
actions threatens to confuse the public regarding the official’s or candidate’s
true behavior and ultimately can distort the agency’s enforcement process out
of all proportion to the harm that occurred. The stigma of an ethics violation,
used in a campaign, can affect votes and potentially influence the outcome of
elections.

Texas Ethics Commission Sunset Final Report with Legislative Action
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A series of factors contributes to the potential misalignment of violations
with their proper characterization as to their nature and seriousness.

e Lack of guidance as to severity of violations. Clear guidence as to the
severity of a violation does not exist in law. Currently, statute establishes
two categories for violations: Category One violations are those that are
“generally not difficult to ascertain whether the violation occurred”; and
Category Two violations are defined as “not a Category One violation.”
These categories only refer to the complexity of evaluating a violation,
not its seriousness. As-a result, agency processes generally do not group
violations by their seriousness.

In addition, such a determination of whether a violation is an innocent
mistake or indicates deeper unethical behavior can be difficult without
investigation or analysis of related disclosure reports and other financial
documents. The difficulty of making such determinations creates room
for the public and political opponents to misinterpret a filer’s innocent
mistake as a serious ethical breach.

e Limited discretion in dealing with violations. Statute is fairly
prescriptive in directing action against ethics violations. In addition,
the lack of clear statutory guidance regarding a violation’s severity, the
difficulty of judging true unethical behavior, and the political environment
all conspire to discourage the Commission from freely exercising

discretion to avoid any appearance of partisanship or favoritism. Despite Several
such concerns, the Commission recently adopted rules for dealing with Commissioners
minor errors judged to be technical, clerical, or de minimis and delegated have publicly
authority to staff to resolve such issues. suggested too

much of their
time is spent
resolving
paperwork
reporting issues.

Because statute limits the Commission’s ability to further separate ethics
matters according to their nature and seriousness, the Commission
itself still resolves many issues that are “paperwork” errors or other lesser
violations. Full Commission involvement in lesser violations may add to
the appearance of their importance when in fact, violations were minor.
Several commissioners have publicly suggested too much of their time
is spent resolving paperwork reporting issues.’” However, given the
current statutory framework and politically sensitive nature of the arena
it operates in, the Commission seems to have reached its limits of what it
can reasonably delegate to staff.

e Nature of violation not clear from appearance of agreed order.
Agency agreed orders and other complaint resolution documents have a
highly legalistic look and use formal legal language for relatively minor,
as well as more serious, violations. Lack of distinguishing characteristics
implies a level of seriousness not necessarily appropriate in every case.

¢ Nature of politics. In the world of electoral politics where public
perception is of paramount importance to candidates and officeholders, the
factors above allow potentially minor reporting errors to be labeled ethics

Texas Ethics Commission Sunset Final Report with Legislative Action
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The agency’s
filing software
has been
outpaced by
internet-based
programs
that can work
interactively
with users.

violations and used against opponents in elections, futher perpetuating
the ethics violation stigma.

Other entities avoid inappropriately stigmatizing filers by
conducting preliminary staff reviews of disclosure reports.

Sunset staff surveyed 13 states selected for their similarity to Texas in having
few campaign finance limits or similar ethics agency structures.® Of the
13 states, 12 have developed disclosure systems that have less potential for
candidates and public officials to be inappropriately stigmatized. All but one
state, Oklahoma, perform some type of “facial” review to check reports for
obvious errors, or more in-depth audits of reports. These states then allow
filers to correct reports within a given timeframe without being subject to
enforcement action.

'The Federal Elections Commission also has a review and correction process
for all campaign finance reports. The agency’s Reports Analysis Division
reviews all reports for facial compliance and completeness and works with
filers to correct any mistakes. Then, if filers do not make corrections or a
problem is systemic, enforcement action becomes necessary and the agency
uses different processes to resolve the matter depending on the violation’s
severity and dollar amount at issue.

'These types of systems weed out technical and other minor reporting errors,
leaving only more serious violations to the formal enforcement process and
reducing the opportunity to unfairly label filers as ethics violators.

The Texas Ethics Commission lacks adequate resources to
regularly check or audit filers’ reports to promote compliance
and accurate disclosure and focus on more significant ethics
matters.

Statute requires the agency to randomly review disclosure reports for facial
compliance and gives it authority to perform complete audits.” While the
agency has done facial reviews of randomly selected filers reports in the past,
it currently performs no reviews or complete audits due to lack of funds and
resources. The agency’s filing software provides filers limited prompts for
ensuring complete reports, but this software that was once state of the art has
been outpaced by internet-based programs that can work interactively with
filers to achieve greater accuracy and may also help flag potential violations
for further staff review after filers submit reports.

'The lack of agency compliance check and audit functions may adversely affect
the state’s disclosure system in two ways. At the front end, the lack of a
compliance check deprives the system of a tool to assist filers in preparing
complete reports. After reports have been filed, the lack of an audit mechanism
deprives the state of a means of assuring that reports are, in fact, true and
correct and free of possible deception.
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Currently, a major incentive to comply ends up being the possible stigma
that may be attached to an ethics violation, which, as discussed previously,
is a clumsy and uneven way to deal with disclosure errors. The Legislature
has enacted laws over time allowing limited periods for correcting reports
without consequences, which may reduce the errors that can stigmatize
filers.* However, dealing with the stigma associated with ethics violations
by relaxing the law in this way threatens to further erode the integrity of
the reporting and disclosure system without the balance of facial compliance
checks and full audits to encourage accurate reporting.

Obtaining compliance with disclosure requirements is particularly important
in a state like Texas, which places few limits on sources and amounts of
political contributions and expenditures. For example, individual candidates
and non-judicial officeholders may accept unlimited amounts of money from
legitimate sources, which do not include corporations, labor unions, and
foreign nationals; and candidates and officeholders may expend any amount
of money for authorized purposes. In such a system, accurate disclosure
information substitutes for contribution and expenditure limits to inform the
public about the full range of financial activity.

'The Commission may also be missing the opportunity to focus on matters
of greater ethical significance. By largely relying on a citizen-driven sworn
complaint process, the agency generally does not pursue its own complaints.
Aside from the resource issues that prevent the agency from conducting
the audits to provide the basis for initiating complaints, the agency is also
constrained by its cautious approach to enforcement and the desire to avoid
any appearance of partisanship in how it operates. Regardless of the reason,
the state is deprived of a bigger view of potential unethical behavior and the
expertise of the agency established to deal with such issues.

Recommendations
Change in Statute

1.1 Develop a system for resolving complaints that aligns enforcement actions with
the seriousness of violations.

This recommendation would overhaul the agency’s current statutory enforcement process to create a
system to match the action taken to sanction an ethical breach with the seriousness of the violation.
'The recommendation is intended to accomplish this goal by revising language associated with simple
complaints to be less legalistic and suggestive of ethics violations; directing alleged violations into three
different outcomes according to seriousness after investigation by staff; and giving the Commission clear
authority to delegate more complaint processing to staff, with final action still subject to Commission
approval except in very minor cases. The recommendation would work hand-in-hand with the
recommendations in Issue 2 of this report that would revise the agency’s process for considering and
hearing complaints to provide for greater separation of staff and Commission roles.
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'The new enforcement process would feature the following basic elements.

e Initiate action with a reporting inquiry form. The form that the public uses to initiate an action
would be styled as an “inquiry form”rather than a “sworn complaint”to lessen the negative perception
attached to the current terminology. Individuals would still be required to sign an affidavit with the
inquiry swearing to its content and submit the form to the agency, as is currently required.

o Establish levels of violation. The new system would eliminate the current statutory Category
One and Category Two violations and instead require Commission staff, upon receipt of an inquiry,
to open a matter under review. Based on review of an inquiry and necessary investigation, and
after appropriately notifying the parties involved in the matter as statute currently requires, staff
would propose to the respondent resolution of apparently valid allegations according to one of three
outcomes escalating according to seriousness.

Letter of Acknowledgment. This outcome would be reserved for those violations deemed technical,
clerical, or de minimis, as defined by the Commission in rule. The Commission could use its current
rule defining technical or de minimis violations as a starting point, or could work with stakeholders
to expand it. Matters eligible to receive a letter of acknowledgment would carry no dollar penalty
and would remain confidential.

Notice of Administrative or Filing Error. This notice would be reserved for filing or other
administrative errors, as defined by the Commission in rule. These violations would be considered
more serious than those eligible to be resolved using a letter of acknowledgment and would carry a
fine. If the respondent agrees to the notice of administrative or filing error, it would be made public
and be available on the agency’s website.

Notice of Violation. This notice would be used in matters where a violation was most serious. The
Commission would define in rule which violations would be subject to a notice of violation. As
with a notice of administrative or filing error, a notice of violation would carry a fine and be made
publicly available on the agency’s website.

If a person alleges multiple violations in a single inquiry, staff would proceed with the matter
under review according to the most serious allegation staff believes is valid. If staff determines the
matter to be a lesser or more serious violation during the process, it would proceed according to the
appropriate outcome level as described above. Commission staff would have flexibility to separate
allegations in an inquiry into separate actions or keep them grouped together.

e Development of penalty guidelines. The Commission would develop penalty guidelines in rule

and within the bounds of the Commission’s current statutory penalty authority to assist staff in
proposing fines based on the level of violation and filer’s compliance history.

Management Action

1.2 Direct the agency to strengthen systems to verify the completeness and accuracy
of disclosure information.

The Texas Ethics Commission is required to review filers’ disclosure reports and personal financial
statements for facial compliance with the law based on a random selection process, but has not done so
recently because of resource constraints.” Issue 3 recommends an additional funding source that may
be used for this purpose.
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The agency should set up a system to regularly perform facial compliance checks using either the
random process currently laid out in statute or through an improved electronic filing system. An
improved electronic system, also discussed in Issue 3, could potentially assist a much broader range of
filers than random manual compliance reviews since filer information could be electronically checked
for incomplete information and potential mistakes before submission, much like software individuals
use in filing their personal income taxes. Such a system could also flag potential errors after filers report
for staff to review.

In addition to the facial compliance check discussed above, the agency should exercise its existing
authority to develop a system of audits for reviewing filers’ disclosure information in more depth,
comparing the information with bank statements, contacting third parties, or performing other
investigatory functions. As one approach for such audits, the agency could select randomly from
targeted areas, based on risk factors determined by the Commission, such as filers reporting large
amounts of contributions or expenditures, lobby reports indicating substantial activity, or specific types
of reports considered crucial for disclosure. Violations found during a complete audit would subject
filers to enforcement action as described in the previous recommendation.

These systems would simplify filing, help reduce the number of reporting errors, and reduce the number
of complaints stemming from reporting mistakes. These benefits would help eliminate the stigma
attached to filers who commit minor reporting errors while still ensuring compliance and full disclosure.

Fiscal Implication

This recommendation would likely have a cost to pay for improved systems for verifying the
completeness and accuracy of disclosures, including new electronic filing systems to provide facial
compliance checks and an enhanced audit system. Issue 3 of this report recommends establishment of

a new reporting fee to help fund such improved technology and a system of audits. Implementation -

of the recommendations above would be contingent on the receipt of revenue generated from this new
funding source or any other source of funds directed by the Legislature for this purpose.

Section 571.122(b-1), Texas Government Code.

Section 571.173, Texas Government Code.

3 Fines referenced include Assurance of Voluntary Compliance (AVOC) orders. The Commission issues AVOCs when the violation is
considered technical or de minimis under 1 T.A.C. Section 12.81. Fines associated with AVOCs can be up to $500, but these orders typically result
in no fine.

4 Sections 571.1211(2) and (3), Texas Government Code.

5 Texas Ethics Commission, January 17, 2012, workshop.

Sunset staff contacted California, Georgia, lowa, Kansas, Louisiana, Maine, Massachusetts, Minnesota, Missouri, Nebraska, Oklahoma,
South Carolina, and Tennessee in its state survey.

Section 571.069, Texas Government Code.
Section 254.0405, Texas Election Code; Section 571.0771, Texas Government Code.

9 Section 571.069(a), Texas Government Code.
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‘ .,Overall Agency Response to"ssue 1

The Texas Ethlcs Comm1ss1on agrees with the recommendatlons ‘The agency derstands that
the state’s enforcement process unmtentlonally creates an environment whereby filers wanting -
to fully comply with the reportmg laws are subject to accusations and the resulting sti; -
‘ethics” violations. for minor reporting infractions. (Da id A Reisman, Executive Direc
Texas Ethic Cqmrn;sson) - :

w

Recommendatlon 1.1

Deve opa System for resolvmg complamt thata 1gns"enf0rcement actzons w1th
the serlousness of the vzolatlons :

Agency Réspon‘ s

’Ihe Comm1ssmn agrees' 1th thlS recommendatlon

° Imtlate action with a reportmg mqulry form. In1t1at1ng an action wi thy an 1nqu1ry forf
., rather than a ‘sworn complamt Would lessen the negatwe perceptlon as an inquiry into a-

ing the Category One and:E ategory Two Vlolatlons, :
tute, vith levels of violations set out in statute that
1ate and oﬁer resolution by a Letter of cknowledgement for technical or de minimis
v101at10ns defined by current rule; a. Notice of Admmlstratlve or Flhng Error, for example, '
late. ﬁlmgs, non- ﬁhngs and adm1mstrat1ve types of errors; and Notices of Violation for
ﬂlCtS, material omissions, and abuse of -
office through campa1gn ﬁnance, would allow the staff flexibility to group 1nqu1res by level .
“and allow for more efﬁc1ent processmg /f, actions. Those techmcal or de.minimis allegations -
staffby allowmg more
¢ serious v1olat10ns G

ion Sf'Texas, Austin
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; Phllhp Martm Research and: Polic :Du’ector Texas Research Instltute Austm

Cra1g McDonald Drrector - Texans for Public ]ustrce, Austin
Bee Moorh d Texas IMPACT, Austin

'}Modlflcatlons

1 Requ1re staff to thoroughly 1nvest1gate the fe; maJor alleged Srious Violtibne which

involve credible allegations of Class A misdemeanors (a political committee failing to file

‘a campaign treasurer) or Class 3 felonies (makmg or receiving illegal corporate or-union

~ ‘contributions). (Matt Glazer, Executlve Director — Progress Texas, Austin; Conor Kenny,
Austin; Fred Lewis, President — Texans Together Education Fund, Austin; Phillip Martin, -
Research and Policy Director — Texas Research Institute, Austin; Craig McDonald, |
Director — Texans for Public Justice, Austin; Bee Moorhead — Texas IMPACT, Austin; |
Joanne chhards, Presrdent — Coffee Party Austm Aufm Tom “Sm1tty’3 Smrth D1rector‘!f
— Public Citizen Texas, Austin; Laur :

= Clean Elections Texas)

. Include in the trifurcated system in the Sunset report the removal of criminal pen‘alties
: for V1'olat10ns of any prov1s1on of the Lobby Law, except issues 1dent1ﬁed in the Notrce

the Comm1ss1on ‘could take under its civil authorrty Cr1m1nal penalt1es must be spec1ﬁed
in statute for enforcement by local prosecutors To tailor criminal penalties in law to the
most serious Notice of Violation category | would ; require specrfymg inlaw these ‘1olat10nsf;/~
and assigning the actual penalty level to each. The ; testimony did not 1dent1fy the specrﬁc i
'VlOlatIOhS and penalty levels that would be listed in statute. B
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Recommendatlon 1 2

Dlrect the ( agencytos
: of dlsclosure mforma

gthen systems to verify the completeness and accu racy:

Contmgent on sufﬁc1ent fundmg, the statutory authorlzatlon for facralc) npliance audits on all
reports in addition to random in-depth audits would serve a dual purpose of weeding out facial

: problems W1th d1sclosure reports Whrle enabhng the Commlssron to perform 1ntenswe selectlvej:

i randomly perform these complet
o party interviews, and other mtensw mvestlgatlon methods Wlth the abrhty to subject filers to"f
enhance the | reportmg process by prowdlng an incentive for full

Ph1ll1p Martm Research = Pohcy Drrector - Te as} Research In )
Mary Nell Mathls Board Member — Common Cau Ati,stin '

for Pubhc ]ustrce Austin

Bee Moorhead Texas IMPACT Austln_yk

kl'lﬁ,]oanne ;Rlchards,Pres ent - Coﬂee Party Austin, Ausun 0

Laurre Vanhoose Common Cause Texas '

Liz Wa]ly Clean Electlons Texas/

galnst 1.2

ik None recewed
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Modifications
. 0 perform a certam, SPecrﬁed number o v,rando udits in order 5

~enhance voluntary cornphance (Cralg McDonald, Director — Texans for Pubhc ]ustlce
: Austin; and Toml ‘Srriifty Smith; DlI'CCtOI‘ = Pubhc Citizen. Texas Austm)

4;5"*'\*Requ1re the agency to hire well tramed paralegals e i
- filing deadlines and send suggested corrections to filers.” (Diane Mosier, President; Muﬂi
osicr, Board Member and Legal Counsel ‘and Martha Heubel, Board Member =
‘aks Area Democratre Women Houston)
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COMMISSION DECISION oN ISSUE"fllifﬁ!fff’[] ,

(June 2012).

f;W1th a modlﬁcatlon to requ1re the EtthS Commlssmn to adopt
the recommendatlon by December 1, 2013 ‘Ado ted Recommendatlon 1"27

:Adopted Recommendatlon 1.1
,,;,:x;,rules to: 1mpleme

?"[FINAL RESULTS ON ISSUE 1
(July 2013)

Legis ative Action

' f,yRecyommenda\ti‘(‘)‘ \ kw’[he Governor Vetoed S. B. 219 Wthh contamed this re mendation, as

y ' enforcement process

to better dlstmgmsh between minor infractions and maJor violations. Th Mblll had created three

broad categories of violations according to their seriousness: 2 techmcal clerical, or de minimis.
violation; administrative or. filing violation; and a more serious violation. Senate Bill 219 would

have authorized the Comm1ssmn to define these. categorles in rule and to develop penalty guidelines
to assist commissioners and staff in proposing fines based on the level of violation. The bill had
also revised language associated with complaints to be less legalistic and reduce the potent1al to

: 5st1gmatlze filers as “ethics violators. d have required the Comrmss1on to adopt rules

‘ ember 1, 2013 and proxn e that changes nly apply to inquiries filed on or after that date.

i The Leg1slature added a related | prov1 n’ that would have requn‘ed he Commlssmn to post on the
‘“""'JInternet its. ﬁndmg that 2 person has not comm1tted a violation within the a ncy’s jurisdiction
| or its notice of d1sm1ssa of an 1nqu1ry or mot1on he person requests the 'po ng and waives
conﬁdentlallty . . g - '

Management Actlonf'

Recommendatlon 1001 _The Sunset Commlssmn recommendedf‘ the""Commlssmn strengthen |
systems to venfy the completeness and accuracy of dLSclosure 1nformat1on hnked to the receipt of

< Bill 219 had prov1ded fora new reportmg fee, dlscussed frther in Issue 3,to help strengthen these
systems, but was vetoed by the Governor. Refle ecting the finding of the Sunset Commission, S.B.
1, the appropriations bill, does provide an additional $3.5 million in ‘the 2014-2015 biennium to
update the Comm1s51on electronic ﬁhng system 10 help it Ver1fy the completeness and accuracy
~of reports. \ “
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ISSUE 2

The Hearings Process for Ethics Complaints Weakens the Commission’s

Effectiveness in Enforcing Disclosure Laws.

Background

Any Texas resident or property owner can file a sworn complaint with the Texas Ethics Commission
alleging violation of a law enforced by the agency.! As shown in the chart, Texas Ethics Commission

Sworn Complaints Process, a sworn complaint
can pass through several stages before reaching
resolution.

'The process begins with the executive director
determining whether the Commission has
jurisdiction over the matter and assessing the
completeness of the complaint? As shown
in the table on the following page, Processing
of Sworn Complaints, the executive director
dismissed about one-third of complaints at this
initial step. 'The executive director may resolve
certain minor cases through an “assurance of
voluntary compliance,” as occurred in another
33 cases at this early stage.?

For the remaining complaints, staff’ prepares
a report for the full Commission for its
consideration with staff in a closed preliminary
review session. The preliminaryreview canresult
in various actions, including the Commission
dismissing the complaint, authorizing staff to
propose an agreed order to the respondent,
resolving the complaint through an assurance
of voluntary compliance, or directing staff to
get more information.

If a complaint is not resolved at the preliminary
review stage, it may continue to a preliminary
review hearing and, finally, a formal hearing,
both before the full Commission. In fiscal
year 2011, nine complaints progressed to the
preliminary hearing stage and none graduated
to a formal hearing. Commission decisions
may be appealed to district court, but no case
progressed to that point in fiscal year 2011.

Texas Ethics Commission
Sworn Complaints Process

Sworn Complaint
received or initiated
by Commission

Non-complying
— Dismiss if
complying
complaint
is not
resubmitted
within 21 days

Jurisdiction
by Executive
Director

Dismissed due
to no jurisdiction

Review by
Commission
on request of
complainant

Dismissed due
to insufficient
evidence
or credible
evidence of no
violation

Complying N
complaint >
resubmitted X
Resolved by imi
Agreed Order l::\l;irzw ?,3’
and Assurance Staff and
of Voluntary Commission
Compliance
Not resolved
Resolved by . Preliminary

Agreed Order

Review
Hearing

Dismissed due
to insufficient
evidence
or credible
evidence of no
violation

Not resolved

Final Order
issued

Formal Hearing

Final decision of
no violation

New trial in district
court
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Processing of Sworn Complaints — FY 2011

Percent Complaints
Number of Resolved Remaining
Stage of Complaint Resolution Action Complaints | at This Step After Action
Jurisdiction by ED Dismissed 123 33% 249
gefore ‘Pr‘ehmmary Review by Staff and AVOC* 33 9% 216
ommission
Dismissed 74 20% 142
g‘ehml.“"‘.ry Review by Staff and Agreed Order 111 30% 31
ommission
AVOC* 22 6% 9
Agreed Order 2 1% 7
Preliminary Hearing with Commission Final Order —
. 7 2% 0
Default Hearings
Formal Hearing Final Order 0 N/A N/A
Total 372 100%

* Assurance of Voluntary Compliance

The Commission’s
involvement in
the preliminary

review of
complaints
potentially
impairs its

ability to fairly

Jjudge them.

Findings

Statute does not structure the agency’s hearings process for
sworn complaints to ensure optimum fairness.

'The Commission is set up to be the ultimate judge of sworn complaints under
its jurisdiction. However, when it involves itself in the preliminary review
of complaints, the Commission not only spends its valuable time on what
is usually a staff function in many agencies, but also potentially impairs its
ability to fairly judge and decide these matters.

In the preliminary review, the Commission meets with agency staff in
executive session without the respondent in attendance. The Commission
hears information about the case and may direct aspects of the investigation
or work with staff to propose an agreed order for the respondent to consider.

- If the respondent rejects the proposed order, the complaint may progress to

a preliminary hearing and, potentially to a formal hearing, both before the
same Commission members that proposed the order in the first place without
hearing from the respondent. As a result, the Commission may be biased
toward a particular set of facts it helped develop without hearing all sides and
may not be impartial decision makers.

Further, the Commission must consider as many as 40 such cases at each of
its meetings, combing through hundreds of pages of documents for what is
essentially a ministerial function. The Commission has recognized this and
begun to delegate more authority to its staff to act on lesser matters found to
be technical, clerical, or de minimis violations.
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The involvement of an agency’s full governing body at these early stages of
complaint investigation and resolution is not typical of most state agency
hearings processes, which the Sunset Commission staff has observed over
many years of reviewing state agencies. Such a process typically starts with
staft developing a proposed agreed order without full governing board
involvement if, after investigation, staff believes that grounds exist for
enforcement action. If the respondent rejects the proposal, an agency may
hold informal discussions with the respondent, including, in some cases,
holding an informal settlement conference. These discussions may occur
at the agency staff level, or may involve a subset of agency board members.

For example, informal settlement discussions held by the Public Utility -

Commission and Texas Commission on Environmental Quality occur at the
staff level, while settlement conferences of the Texas Medical Board often
involve one or more board members.

For most state agencies, a disputed matter usually progresses to a formal
hearing before the State Office of Administrative Hearings (SOAH). SOAH
hears the case and develops a Proposal for Decision for the originating agency.
The agency’s governing body then accepts, modifies, or rejects the proposal
within certain limits defined by law. Such a formal process for conducting
hearings is important in ensuring needed - independence in weighing
applicable facts and law, and in ensuring a complete record to document
the decision-making process. This record is especially important in matters
appealed to court. Statute does not specifically authorize SOAH’s use by the
Texas Ethics Commission, although the agency has used its services at least
twice since its creation.

Statute and agency rules set up court appeals of the
Commission’s contested cases in a way that weakens its role in
enforcing disclosure laws.

Statute requires that an appeal from a Commission decision be resolved
through a new trial in district court in Travis County or in the county in
which the respondent resides.* Texas Ethics Commission rules allow a
respondent to waive the right to hearing, in which case the Commission may
still issue a final order imposing a civil penalty.® The respondent may appeal
the order under the de novo standard, causing the court to hear the matter
anew and not based on the record of the Commission’s decision, even if a
record was developed.

Requiring a new trial on appeal threatens to undermine the Commission’s
enforcement of disclosure requirements that are at the heart of the state’s
ethics laws. Because trial de novo requires the court to try each issue of fact and
law and “not to admit in evidence the fact of prior action by the commission
or the nature of that action,” such a review potentially renders moot the
decisions made by the agency, especially on the larger, more significant matters
most likely to require formal Commission action.® Allowing respondents to
skirt the agency’s hearings process in favor of a court trial further weakens

The involvement
of an agency'’s
full governing

body at early
stages of
complaint

investigation

is not typical.

Requiring a new
trial on appeal
threatens to
undermine the
Commission’s
enforcement of
disclosure laws.
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the agency’s role by eliminating procedural stéps in which the Commission
exercises the quasi-judicial authority for which it was established. Waiving
the right to a Commission hearing has occurred in at least two high profile
cases in the recent past.

Certainly, the potential to delve into matters with significant political
overtones requires extra caution in how the state sets up an “ethics” agency.
It is, in fact, different from an occupational licensing agency. However, the
assumption must be that the state’s voters, in approving the creation of the
agency, intended for it to be effective in its charge. The careful balance in the
Commission’s composition reflects this interest in having the Commission
accommodate the sometimes difficult political issues that may come before
it. By diminishing the Commission’s role in enforcement matters, the current
appeals process affects the agency’s ability to meet its basic responsibility and
ultimately challenges the state’s commitment to a meaningful process in
which the agency and Commission have the expertise and the authority to
adequately enforce the laws entrusted to them.

A more common standard for a trial on appeal in contested cases before
administrative agencies is for judicial review based on the “substantial evidence
rule,” whereby statute directs a court not to substitute its judgment for that
of the state agency on questions left to the agency’s discretion. Instead, the
court may affirm all or part of the agency decision; or may reverse or remand
the case if, among other issues, agency decisions violate law or procedure,
are arbitrary or exceed agency authority or discretion, or are not reasonably
supported by substantial evidence. General state law also suggests review
under the substantial evidence rule as a standard by defaulting to this rule if
the law does not define the scope of judicial review.’

Respondents in contested cases subject to the substantial evidence rule on
appeal typically must exhaust all administrative remedies before appealing to
court, and thus may not bypass agency hearings procedures. This requirement
is necessary since appeal under the substantial evidence rule is based on
examination of the record developed by the agency.

Recommendations

Change in Statute

21 Eliminate Commissioner involvement in the preliminary review of a sworn
complaint and restructure the preliminary hearing to include only two
Commissioners.

Under this recommendation, Commissioners would not be involved in the preliminary review of a

‘complaint. Staff would make any initial proposals to respondents and continue to gather information,

as necessary. Rejection of a proposal made by staff would move the case to the preliminary hearing

-phase, where all possible actions remain on the table for consideration.

Commissioner involvement in the preliminary hearing phase of a complaint would be limited to two
instead of the full Commission, as is currently the case. The Commission would decide by rule how
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the two commissioners representing each political party would be selected. The preliminary hearings
could be held in conjunction with regular Commission meeting dates or at other times as the agency
decides. Several preliminary hearings could occur simultaneously, if needed, with all Commission
members having the opportunity to serve on the preliminary hearing panels. A tie vote on an action
in a preliminary hearing, or rejection of a proposal by the respondent, would promote the case to the
formal hearing stage. A respondent’s rejection of a proposal from a preliminary hearing would not
preclude the possibility of higher sanctions resulting from a formal hearing.

'The Commission would adopt rules as necessary defining the preliminary review and preliminary
hearing procedures, in compliance with broad statutory directives. Unless specifically delegated in rule
or statute, the Commission would still need to approve all agreed orders arising through any preliminary
processes. Other powers of the Commission, such as subpoena power, would remain unchanged.

Elimination or reduction of Commissioner involvement in preliminary review and preliminary hearing
stages reduces any potential or appearance of bias when the full Commission sits as judge in the formal
stage of complaint resolution. The recommendation, which reflects a2 more standard hearings process
used by state agencies, would enable Commission members to focus on more significant cases while
not affecting staff workload substantially. Providing a mechanism for Commission approval of agreed
orders would offer the needed high level of assurance that decisions made at these preliminary stages
are made appropriately.

2.2 Provide for judicial review of Commission decisions based on substantial
evidence of the record and decisions made by the Commission. :

Contested case hearings would be subject to appeal under the substantial evidence rule rather than the
requirement of a new trial. Additionally, a respondent would be required to exhaust the Commission’s
administrative remedies and not be allowed to bypass agency hearings before taking a case to court.
'This recommendation would still allow the respondent to seek such an appeal either in a district court in
Travis County or in the respondent’s county of residence, as is currently provided in law. These changes
would ensure the Texas Ethics Commission’s role in deciding sworn complaints is not diminished
beyond the role typically played by most other state agencies.

2.3 Clearly establish that the Texas Ethics Commission has the choice of holding
formal hearings itself or delegating this responsibility to the State Office of
Administrative Hearings.

The agency’s statute does not specifically authorize the agency’s use of SOAH, and this recommendation
would eliminate the current ambiguity in its wording.

Fiscal Implication

'These recommendations would not have a significant fiscal impact to the State. The agency could incur
additional expense if it changes current procedures to hold formal hearings at SOAH.

Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 2

23



July 2013

Sunset Advisory Commission

Section 571.122(b-1), Texas Government Code.

2 Section 571.123, Texas Government Code.

3 1 T.A.C. Section 12.81(c).

4 ' Sections 571.133(a) and (d), Texas Government Code.
5 1TA.C. Section 12.25.

6

Section 571.133(d), Texas Government Code.

Section 2001.174, Texas Government Code.
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IssuE 3

The Agency’s Technology and Information Management Have Not
Kept Pace With Its Workload and Changing User Needs.

Background

'The Texas Ethics Commission’s responsibilities include receiving financial disclosure information from
applicable filers and making it available to the public; enforcing financial disclosure laws, including
processing sworn complaints from individuals alleging disclosure irregularities; preparing advisory
opinions interpreting the state’s disclosure-related statutes; and educating disclosure filers and the public
as to the requirements of the law. The Legislature funds these activities almost entirely from General
Revenue, with about 1 percent of the agency’s fiscal year 2011 budget of $1.9 million comprising
miscellaneous receipts such as copying services.

Statute directs the Texas Ethics Commission to collect lobby registration fees, which are deposited
to General Revenue and help support, but do not cover, total appropriations from that fund. Lobby
registration receipts amounted to $811,550 in fiscal year 2011. A statutory provision dating to 1987
currently prohibits the agency from charging a fee for filing campaign finance disclosure reports,
another potential source of revenue.! Fines assessed by the agency accrue to General Revenue as well,
but are not considered to support agency operations.

Findings

The agency’s funding and resources have not kept up with
needed technological changes, legislative mandates, and an
increasing workload, reducing the agency’s effectiveness.

e Stagnant funding. The graph below provides historical budget and

staffing information for the Texas Ethics Commission.

Texas Ethics Commission
Budget, Salary Expenditures, and Full Time Equivalent Employees
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The agency is
operating on
about $18,000
less in fiscal year
2012 than in
fiscal year 2002.

The agency’s
filing software
does not provide
extensive
feedback for
clearly wrong
entries.

The agency is operating on about $18,000 less in fiscal year 2012 than in
fiscal year 2002, without considering inflation. If inflation is factored in,
the shortfall increases to more than $500,000.% Staffing also has declined
by about two employees from fiscal year 2002 through fiscal year 2012.
Salary costs, however, have increased overall, and take a greater portion of
operating expenses, reducing the agency’s non-salary operating expenses

by about $196,000 (54 percent) from what it had in fiscal year 2002.

Recognizing the agency’s developing funding issues, the Legislature
helped offset standard budget cuts experienced by the Texas Ethics
Commission for the current 2012-13 biennium. The Legislature
increased the registration fee for most lobbyists from $500 to $750 per
year and appropriated an additional $375,000 to the agency contingent
on these additional funds being realized.® These additional appropriations
are included in the budget above but still fell short of bringing the agency
back to its funding level for the 2010-11 biennium.

Growing demand for information technology. The agency relies heavily
on information technology to serve filers and the public. Since fiscal
year 2000, state law requires most Texas Ethics Commission campaign
finance filers to submit reports electronically and requires the agency to
make resulting data available online.* In fiscal year 2003, the Legislature
extended electronic filing requirements to lobbyists filing lobby activity
reports.” 'The agency now receives about 87 percent of filed reports
electronically and the number of reports it receives is increasing. Between
fiscal years 2002 and 2011, reports submitted climbed from nearly 19,000
to just under 31,000, an increase of about 63 percent. The agency must
also make information from these reports and other information about
sworn complaints and advisory opinions easily available online to the

public. -
Outdated filing software. The agency has been unable to stay on the

cutting edge of innovation and user friendliness with its filing software.
'The agency makes downloadable software available as the primary means
for filers to complete and submit campaign finance and lobby activity
reports. Downloadable software is available for personal computer (PC)
users, but not for filers using Mac computers, a source of numerous
complaints. The agency has developed a web-based program as a work-
around for campaign finance filers using Macs, but this workaround is
designed mainly for small reporting needs and lacks features available
in the downloadable version for PCs. None of this software provides
extensive and instant feedback for clearly wrong entries, a feature common
in tax filing software that would help reduce filing errors.

The agency experiences problems in managing this software.
Downloadable filing software for campaign finance filers is now outdated,
having been first programmed in 1999. Agency programmers have to
make patchwork updates to old software code that creates errors when
used with newer user software and equipment.
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The Texas Ethics Commission has considered ways to replace its
patchwork system with electronic filing software that would work well for
PC and Mac users alike, and that would be easy to update with additional
features. In January 2012, agency staff presented to its Commission
information about an electronic disclosure reporting design that would
allow filers to submit financial information immediately or shortly after
expenditures, contributions, or other financial transactions occurred.®
Although untested, such a system could have the following benefits:

— eliminating the current tangle of filing dates for different reports with
reporting “as you go”;

— simplifying reporting to reflect basic activities comparable to a bank
statement, thereby reducing opportunities for errors;

— flagging late filings electronically in real time and providing an The agency is
automated process for dealing with them; researching a
new electronic
- providing fast online access to data and increased transparency for the " disclosure
public; and , reporting design
. . i that would
— being potentially less expensive than other replacement systems “
tered b th allow “as you
considered by the agency. go” reporting.

replace aging computer servers on indefinite hold due to lack of funds.
'The agency also has been unable to renew maintenance contracts on this
equipment due to increased contract costs associated with maintaining
the older equipment. The loss of a key computer server could prevent the
agency from being able to accept electronically filed campaign finance and
lobby activity reports and restrict public access to the agency’s database,
crippling agency services.

® Loss of resources for website development. As a main source of
information for many, the website needs to be easy to navigate and
make the most important information readily available to filers and the
general public. Because of budget cuts and reductions in staff, however,
the agency no longer has a full-time website administrator. Current
website maintenance is assigned to software programmers who also are
experiencing increased responsibilities for technical support to the public.
The lack of resources devoted to website support reduces the agency’s
ability to improve website design through researching new ideas, trends,
and applications. As an example, the agency would like to explore adding
connectivity for mobile devices to its website but does not have the
resources to dedicate to this type of project.

® Increasing number of sworn complaints. Workload from sworn
complaints has increased dramatically, with complaints filed escalating
from 168 in fiscal year 2004 to 374 in fiscal year 2011. Because of the
substantial increase in'the number of sworn complaints received, the

l ® Outdated hardware. In fiscal year 2009, the agency put its plan to
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The agency
could take
additional steps
to better manage
information.

processing time to resolve them has also gone up from an average of
44 days in fiscal year 2004 to an average of 139 days in fiscal year 2011.
Delay in processing sworn complaints can have serious implications for
candidates or elected officials who may be branded with unconfirmed
allegations. Slow complaint resolution also affects the public, which lacks
timely enforcement information about candidates or officeholders.

o Inability to check or audit reports. Statute requires the Texas Ethics
Commission to review for facial compliance randomly selected reports
filed with the Commission.” In addition to these facial reviews for
completeness, statute authorizes the Commission to initiate a complete
audit of reports by vote of the Commission.® The agency is unable to
perform either of these functions systematically, primarily due to lack of
funds and pressing workload in other areas. As discussed in Issue 1, the
inability to perform these functions deprives the state of an assistance tool
at the front end to help ensure that filers’ reports are properly completed
and an assessment mechanism at the back end to see that reports are
accurate and not deceptive. In turn, the inability to check or audit reports
could potentially reduce the availability of complete information for the
public to accurately assess the accountability of filers.

® Loss of ethics education funding. Although directed to provide
education and training to state agencies and elected officials, the agency
had its education budget for the 2012-13 biennium eliminated.” While
the agency continues offering training as time allows, lack of training
funds hampers its efforts to help filers understand their responsibilities
and reduce filing errors.

The agency’s use of information to manage and support
efficient operations needs improvement.

Emphasis on eflicient operation is especially important for agencies with
constrained budgets, and agency administrators should develop, analyze,
and manage information to support this goal. The agency seeks to manage
the increasing workload with limited resources. For example, the agency
schedules its attorneys’ work so they have uninterrupted time away from the
large number of telephone inquiries to work on sworn complaints. However,
the agency could take additional steps to better manage information that
could help allocate resources more efficiently.

'The agency has not systematically analyzed the topics of telephone calls or
complaint allegations to objectively determine areas of greatest interest to
callers. This information could help guide the development of explanatory
information, either for use by attorneys answering calls, for training purposes,
or for publication and prominent placement on the agency’s website. Well
targeted materials, in turn, could help the agency maintain its high level of
customer service while potentially reducing telephone calls and filer reporting
errors and possibly reducing its workload.
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Many state agencies in Texas, as well as some agencies
administering disclosure laws in other states, assess fees to
help support agency operations.

Statute requires the agency to collect lobby registration fees, which help defray

“the state’s cost of agency licensing functions, but prohibits charging reporting

fees to help cover the cost of processing disclosure reports and providing that
information online.

'The Legislature often requires agencies to collect fees to support some or all
agency operations. Examples include the Texas Railroad Commission, the
Texas Commission on Environmental Quality, the Texas Alcoholic Beverage
Commission, and many occupational licensing agencies. In addition, the
Secretary of State charges a filing fee for candidates for certain offices to get
on the ballot. The Secretary of State avoids any constitutional issue that might
arise from a fee potentially obstructing a person’s candidacy by providing a

petition process allowing the petitioner to get on the ballot without having
to pay a filing fee. Several other

States require
Agencies dealing with financial disclosure in several other states require filers to pay fees

filers to pay fees to supplement agency expenditures for providing services. to supplement
For example, the Oklahoma Ethics Commission requires a $50 annual fee - agency
from all political committees for appropriation to the agency. The Louisiana expenditures.

Board of Ethics and Tennessee Ethics Commission both charge political
committees a $100 annual registration fee to supplement operating expenses.
'The Kansas Governmental Ethics Commission charges various filing fees
for candidates and sliding scale registration fees for political committees
depending on contributions received.

Recommendations
Change in Statute

3.1 Require candidates, elected officeholders, and political committees filing
disclosure reports with the Texas Ethics Commission to pay an annual fee to help
support the agency’s operations.

'This recommendation would charge annual fees to candidates, elected officials and political committees
filing disclosure reports with the Texas Ethics Commission, but would not add to the fee already charged
to lobbyists and would not apply to individuals only required to file personal financial statements.
Because of the novelty of such a fee, it should be capped in statute. Setting the fee cap at $100 and
requiring the Texas Ethics Commission to set the specific fee in rule would enable the agency to
establish the fee at a level to support the agency’s funding needs, as discussed, and provide some room
for additional revenue in the future without having to amend the statute.

Fee revenue would be deposited in the General Revenue Fund, subject to appropriation to the agency
by the Legislature, as indicated in the following recommendation. The appropriations process would
serve as an additional check on the agency setting the fee too high. To help ensure the fee does not
create any financial hardship to running for office, candidates filing petitions to be placed on a ballot
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rather than pay a filing fee to the Secretary of State would be exempt from paying this reporting fee to
the Texas Ethics Commission.

Estimates suggest that about 4,000 filers would be subject to the fee each year. While the number of
required reports may fluctuate a little from election to non-election years, the anticipated number of
filers subject to the fee should remain fairly constant. A reporting fee of $50 would generate $200,000
a year, a reasonable amount to initiate these improvements.

New fee revenues, used as the next recommendation indicates, would benefit the agency, filers, and
the general public without reducing existing General Revenue funds. This funding would allow the
agency to research software that could help filers avoid potential mistakes as disclosure reports are
filed electronically, simplifying and streamlining disclosure reporting, reducing the number of sworn
complaints the agency receives resulting from filing mistakes, and improving disclosure. Additional
funding would also allow the agency to consider an auditor position to focus on more detailed audits
or investigations, when needed.

Change in Appropriations

3.2 Add rider language to the General Appropriations Act that provides additional
funding to the Texas Ethics Commission contingent on collection of sufficient
revenue from the new reporting fee.

'This recommendation would specify the purposes for the new funds resulting from Recommendation
3.1, and make the appropriation contingent on receipt of sufficient fee revenue to cover it. Rider
language should indicate priority uses for the fund, which could include the following:

® improving the electronic filing system, including ways to make the system easily accessible to all
filers, simple to use, able to assist filers in accurately completing reports, and flexible to meet future
demands;

® keeping computer servers and other hardware necessary to serve the public and filers up to date;
® keeping the agency’s website up to date and easy to use;

® initiating an audit function for disclosure reports; and

e funding statutory education requirements.

This approach is similar to that used for appropriating $375,000 by rider to the agency for the current
biennium, contingent on collection of additional lobby registration fees required in statute. Using a rider
to control the appropriation gives the Legislature flexibility to change the amount of the appropriation
and its underlying fee, subject to the statutory cap, over time as needs warrant.

Management Action

3.3 The Texas Ethics Commission should evaluate and report to the Legislature on
an electronic reporting system that allows filers to upload disclosure information
soon after any activity occurs.

'The agency should fully evaluate the feasibility of a new electronic, web-based reporting system that
allows filers to enter disclosure information “as you go” as activity occurs. As suggested and visualized
by agency staff, the new system could:
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e replace the current system based on fixed reporting dates with a new “rolling date” system of
contribution and expenditure activity, comparable to a bank statement;

e allow filers to enter information shortly after it occurs, up to some cut-off period such as 30 days,
. . . . /
after which information would be flagged as late, with a threshold for allowable late entries before
agency action is warranted;

® warn filers of clearly mistaken entries and flag possible errors for agency attention;
® be available to the public soon after uploading; and
® use current agency technical capabilities to the maximum to reduce cost of the new system.

'The agency should report its analysis of such a system to the Legislature by February 1, 2013, in time
for consideration by the 83rd Legislature. The report would address costs and benefits of the system;
statutory changes needed for possible implementation; possible application to other filings, such as lobby
activity reports and personal financial statements; and a plan for its rollout, including the possibility of
a pilot project, if the Commission deems such a system to be feasible. Funding for a feasible system
should be considered as the Legislature evaluates uses for the new fee revenue recommended above.

While involving development cost, a reporting process of this nature has the potential for streamlining
and simplifying reporting, reducing careless errors and resulting complaints, allowing for expansion,
and increasing transparency of disclosed information soon after activity occurs.

3.4 The agency should better track and analyze information such as call volume detail
and sworn complaint allegations.

'The agency should improve its tracking and analysis of incoming calls and technical requests as well
as allegations made in sworn complaints and their final disposition. Systematically analyzing this
information would give the agency a better understanding of common questions and typical problems
that could be used to help target explanatory materials and appropriately staff its customer assistance
functions. For example, ongoing review of frequently asked questions could assist in developing updated
information databases to make question answering more efficient and consistent.

Fiscal Implication

'The recommendations call for additional appropriations to the Texas Ethics Commission. However,
these appropriations would be offset by new fee collections from reporting fees charged to certain
filers. Based on the number of campaign finance filers in fiscal year 2011, a fee of $50 would generate
$200,000 in annual revenue to the General Revenue Fund.
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1 ‘Section 251.003, Texas Election Code.

2 Source of inflation rate data is: “Historical Inflation,” InflationData.com, accessed January 31,2012, http://inflationdata.com/Inflation/
Inflation_Rate/Historicallnflation.aspx.

3 Rider 3, page I-41, Article I (H.B. 1), Acts of the 82nd Legislature, ;Regular Session, 2011 (the General Appropriations Act).
4 Sections 254.036(b) and 254.0401, Texas Election Code.

5 Section 305.0064, Texas Government Code.
"6 Texas Ethics Commission, January 17, 2012, workshop minutes.

7  Section 571.069(a), Texas Government Code.

8  Section 571.069(b), Texas Government Code.

9  Item A.2.1, page I-40, Article I (H.B. 1), Acts of the 82nd Legislature, Regular Session, 2011 (the General Appropriations Act).
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IssuE 4

Antiquated Filing Requirements Waste Agency Resources and Do Not
Promote Meaningful Disclosure.

Background

'The Texas Ethics Commission serves as the state’s repository for certain campaign finance, lobby activity,
and personal financial information. State law requires candidates, state officers and employees, certain
local officers, caucuses, political committees, and lobbyists to submit periodic reports to the agency in
an effort to fully disclose campaign and personal information to provide a measure of accountability for
their actions and help ensure the public’s confidence and trust in government.

Technology has changed the way the agency manages reports as well as the way the public expects
information. Since 2000, law requires most candidates, officeholders, and political committees to
submit campaign finance reports electronically; and since 2004, lobbyists must submit activity reports
electronically unless they meet the statutory exemption threshold.! In fiscal year 2011, of nearly 31,000
reports filed with the agency, 87 percent were filed electronically. The remaining 13 percent primarily
consists of personal financial statements, for which statute does not authorize electronic filing.> The
agency organizes, archives,and makes most reports available online within two business days of receiving
them, allowing the public to readily access and search submitted information.

To help ensure full and accurate reporting, statute sets up two types of civil penalties the Commission can
assess. Statute sets fines for late or corrected reports from $500 to $10,000, although the Commission
may waive or reduce these amounts. Fines resulting from formal sworn complaints are statutorily
capped at $5,000 or up to three times the amount at issue, whichever is greater.?

Findings
Statutory requirements limit the accessibility of information
available to the public and do not ensure full disclosure.

The purpose of disclosure reporting is to help ensure and strengthen the
.y . ) . .
public’s confidence in state government, yet statutory requirements for various

reports impede full and transparent disclosure.

Statutory
requirements for
various reports
impede full and
transparent
disclosure.

e Personal financial statements. These statements are intended to disclose
any financial or other interests public officials and candidates may have
that conflict with fulfilling their duties in the public interest. However,
several personal financial statement provisions limit accessibility to that
information or are inconsistent with other disclosure reports.

Not submitted electronically. Unlike campaign finance and lobby
activity reports, statute does not authorize personal financial statements
to be submitted electronically. With the emergence of the Internet and
electronic filing, a clear trend is emerging to eliminate paper filing. The
Legislature has recognized this in its own recent enactments, requiring
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By not
authorizing
personal financial
statements to be
viewable online,
statute impedes
the public’s
ease of access
to disclosure
information.

Several states
take steps to
protect filers’
personal
information
by redacting
sensitive items.

state agencies to make their reports available to its members in an
electronic format.* Continuing to adhere to paper filing requirements
for the statements does not conform to common practices today.

Not available online. Personal financial statements are public records
and subject to disclosure under the Public Information Act.’> Statute
does not authorize the agency to post these documents online. Instead,
statute requires persons to request the statement and requires the agency
to place the requesting party’s name, address, affiliation, and date of the
request in the public official’s file.® Such a provision effectively prevents
online posting, requiring an interested party to go to the Texas Ethics
Commission to see a statement or request that a statement be provided
through fax or email.

By not authorizing the statements to be viewable online, statute impedes
the public’s ease of access to information about the officials who serve it.
Requiring a viewer’s name to be placed in the official’s file is a disincentive
to individuals seeking information about public officials and does not
serve the public interest. Finally, lack of online posting requires the
agency to handle most requests to view statements through emails, which
is an administrative burden. In the past five fiscal years, the agency has
received nearly 2,400 requests for copies of the statements.

In the past, different media sources have made officials’ statements
available online. Most recently, in 2010, the Texas Tribune requested all
3,070 statements filed that year and posted them in a searchable online
database. 'These sources are useful alternatives to the agency in providing
statement information, but should not take the place of the state agency
responsible for collecting it in the first place. Moreover, members of
the public might first expect statement information to be available and
most accessible through the Texas Ethics Commission and may not be
immediately aware of, or as confident in, other sources.

Sensitive information not protected. The inexorable push for greater
electronic access to personal financial statements, however, raises
countervailing concerns about too much disclosure in this era of security
threats, identity theft, and loss of privacy. Taking as a given the need for
this disclosure to help prevent conflicts of interest by certain officials and
to promote public trust, concerns have been raised about the one-size-
fits-all approach that applies to all filers regardless of the risk of potential
conflict or harm. Interest is growing to deal with the outdated, vague,
and intrusive requirements that may discourage people from serving in
government positions, but the more comprehensive assessment that is
needed is beyond the scope of this review.

One area that can be addressed, however, relates to the agency’s
requirement for filers to provide their address and telephone number
for identification and future correspondence purposes. Although statute
requires the agency to redact the home address of a judge or justice from
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the statement before providing it to a requestor, no such requirement
exists for other filers, leading the agency to infer that it cannot redact their
information. 'This type of information does not help identify potential
conflicting interests that public officials or candidates may have, and
could put them at risk because of the sensitive nature of their positions.

Of the 44 states with comprehensive personal financial disclosure laws,
13 states either require or provide filers the option to submit personal
financial disclosure reports electronically.” Another 13 states make
personal financial disclosure reports of both elected and appointed officials
available online and eight of these also provide for electronic submission
of the reports.® Several states also take steps to protect filers’ personal
information by redacting sensitive items, such as address, telephone
number, email, and signature lines required on financial disclosure forms.

e  Limited activity committee reports. Unlike
other filers, general-purpose committees General-Purpose Committees Exempt
submitting reports showing limited activity are From Certain Penalties
exempt from civil penalties for campaign finance-
related reporting violations.”  The textbox, | , penalty on a general purpose committee if.
General-Purpose Committees Exempt From Certain during the reporting period covered or either
Penalties, describes which committees qualify of the two preceding reporting periods, the

Statute prohibits the Commission from imposing

for the statutory exemption. The exemption | committee did not:
creates a disincentive for these committees to e accept political contributions totaling $3,000
submit timely reports, reducing compliance or more;

with reporting requirements and diminishing
the usefulness of data available to the public for
timely analysis before an election.

e accept political contributions from a single
person totaling $1,000 or more; or

- o make or authorize political expenditures
In fiscal year 2011, general-purpose committees totaling $3,000 or more.

qualified for the exemption for nearly 3,800 of
about 9,000 reports required to be submitted.

The graph, Percent Late Reports Submitted by Percent Late Reports Submitted by

General-Purpose Committees, shows in fiscal General-Purpose Committees

year 2011, the percent of reports submitted late

by committees qualifying for the exemption 9% 7.99%

increased about 1 percent since fiscal year 2007 o 7.22% V/

— the last year before the exemption took effect. & oo 676%

This increase is compared to about a 3 percent £ ’ e,

decrease in the percent of reports submitted g ‘N%

late by committees not eligible to receive the % 2% 1 4.04%

exemption. §

In addition to serving as a disincentive by these e

committees to file reports on time, the decrease in 0%

compliance also reduces money to the State from FYor Y

penalties that would have been applied for these == | ate reports of committees qualifying for

late filings. In fiscal year 2011, the exemption to exemption :
. committees with qualifying reports would have “= Late reports of committees not qualifying

for exemption
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The penalty
exemption
for certain

general-purpose
committees
with limited
activity creates
a disincentive
to submit timely
filed reports.

accounted for about $189,000 in associated late-filing penalty revenue.
While actual amounts collected would be less if civil penalties were
available as an incentive to timely file, the exemption is likely causing the
State to lose revenue.

Even if these smaller committees were no longer exempt from penalty
provisions, they may be able to have penalty assessments reduced or
waived, as currently happens for committees with comparatively more
activity that are not exempt from penalties. In fiscal year 2011, the
Commission either waived or reduced late penalties associated with 78
such late reports.

® Major party candidate reports. Unlike other campaign finance reports
filed with the agency, statute prohibits the agency from making certain
campaign finance reports filed by major party candidates and related
committees available online until all candidates and related committees
for a particular office have filed their reports, up to certain time limits.'
The purpose of this posting requirement is to make sure all reports are
available at the same time and thereby ensure no filer can manipulate the
filing system to his or her advantage by filing outside the report due date.

As currently structured, the provision has several drawbacks. First, the
delay thwarts the public’s access to information for a particular election
in a timely manner if a single candidate or committee fails to submit
a report. This issue is particularly critical for reports due close to an
election when contributions typically increase. Second, because they
are public documents, reports must be released, if requested, before the
delayed online posting, making the provision ineffective in accomplishing
its intent. 'Third, filers themselves may supply their reports when asked
by the media or others, even though the agency has not yet posted them.
Finally, this requirement forces the agency to go through a tedious manual
process of cross referencing all filed reports with a list from the Office of
the Secretary of State naming all candidates in the primary and general
elections before determining if reports may be posted online.

Several statutory filing requirements result in inefficiencies, are
inconsistent in their application, or are confusing for the public
and filers.

Several provisions throughout the Ethics Commissions statutes reflect
an assortment of duplicative or onerous provisions that bog down agency
operations and waste its resources or that treat certain filers differently from
others.

® Duplicative reporting. Candidates and officeholders sometimes
create specific-purpose committees to assist in fundraising and provide
campaign and disclosure reporting. In these cases, statute requires
both candidates and officeholders and their associated specific-purpose
committees to file campaign treasurer appointments and campaign
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finance reports even if candidates and officeholders have no expenditures
and contributions to report because this information is disclosed on their
associated committee’s report.

This requirement results in unnecessary duplicative reporting as the
committee and the candidate or officeholder must file two different
reports, though only the committee report actually contains campaign
finance information. This duplication can be confusing to the public and
other interested parties who may reasonably believe that candidate and
officeholder reports will have campaign finance information. When that
is not the case, such reports can be misleading if someone searching for
information is unaware of the existence of the associated specific-purpose
committee. Further, the system may be confusing to potential contributors
who may not know whether to make contributions to individuals or their

political committees.

Costly and prescriptive mailing requirements. In 2009, the Legislature
authorized the agency to send notices regarding upcoming filing deadlines
to campaign finance filers by email rather than regular mail.* However,
statute does not provide the agency similar flexibility to more efficiently
and inexpensively provide other notices.

Personal financial statements. Unlike campaign finance reports, statute
requires the agency to mail notice of upcoming filing deadlines to personal
financial statement filers. In fiscal year 2011, the agency mailed 1,347
notices to these filers.

Late reports. Statute requires the agency to mail notices to individuals,
committees, and registered lobbyists who fail to submit required reports
on time. Statute further specifies that for filers delinquent in their
reporting by more than 30 days, notice must be sent using registered mail.

Sworn complaint correspondence. The agency incurs additional postage

costs when sending initial notices to complainants and respondents
regarding a sworn complaint because statute requires the agency to use
registered, certified, restricted delivery, or return receipt mail services for
these notices.'? In an effort to provide information about the complaint to
the parties in a flexible and more cost-efficient manner, the agency allows
respondents and complainants to request that the initial notice be sent
through less expensive means, including first class mail or email. In fiscal
year 2011, however, fewer than one-quarter of about 830 respondents and
complainants made such a request, so that most initial notices are sent by
more expensive mail services.

'The graph on the following page, Ethics Commission Postage Costs, depicts
the agency’s postage costs over the past five fiscal years.® From fiscal
year 2007 through 2011, the agency’s spending on postage has more
than doubled. 'The cost to mail sworn complaint notices and other
correspondence to complaint parties has increased dramatically over the
past five fiscal years as a result of increased numbers of sworn complaints.

Statute does
not provide
the agency

flexibility to

more

efficiently and
inexpensively
provide filing

notices.
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In contrast to sworn complaints, the costs for late filing notices depend
on the number of late filers and have remained relatively stable over the
past five fiscal years.!*

Texas Ethics Commission Postage Costs
FYs 2007-2011
$30,000

$25,000
$20,000
$15,000
$10,000 -

$5,000 -

$0 , , |
2007 2008 2009 2010 2011

- Sworn Complainant Correspondence

—@— Late Filing Notices

e No electronic filing exemption for caucuses. Except for legislative
caucuses, statute requires all campaign finance filers and lobbyists to file
reports electronically unless they meet the statutory exemption threshold,
in which case they may file hard copy reports. The textbox, Electronic Filing
Exemption, describes the threshold filers must meet to qualify for the
exemption. Because this statutory exemption does not apply to legislative
caucuses, by law, they are only allowed to file electronically. However, the
Commission has allowed them to claim the same exemption as campaign
finance filers for filing hard copy reports. Although in fiscal year 2011
only three of the 40 caucuses filed hard copy reports with the agency, no
reason exists why statute should not provide the same exemption from
electronic filing enjoyed by other filers.

Electronic Filing Exemption
Statute exempts candidates, officeholders, and political committees from electronically filing
campaign finance reports if they:
e accept less than $20,000 in contributions or expend less than $20,000, and

e do not use a computer to maintain records.

Rule also exempts lobbyists from electronically filing activity reports if they:

e do not intend to be compensated or reimbursed more than $10,000 for activity in a
calendar year and have not been reimbursed at more than that level in either of the past
two years;

o do not intend to make more than $1,000 in lobby expenditures during a calendar year
and did not make more than that amount in either of the last two years; and

e do not use a computer to keep current records of lobby clients/employers.
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Additionally, statute does not specify an individual who is legally
responsible for filing required reports for legislative caucuses, which
is also different from how statute treats individual filers and political
committees. Statute clearly indicates that individual filers submit reports
for themselves and campaign treasurers file for political committees.

® Unclear electronic filing exemption. The provision defining the
statutory electronic filing exemption is unclear about whether a filer who
meets the threshold for filing electronically must submit all future reports
in that manner, even if falling below the threshold later. In the face of
this ambiguity, the agency treats the threshold as a one-time occurrence
such that once a candidate, officeholder, or committee files electronically,
they must always do so in the future. The agency has not been challenged
on this interpretation, but clarifying the statute would better set the
expectation for subsequent electronic filing.

Recommendations

Change in Statute

4.1 Require personal financial statements to be submitted electronically and made
available online after sensitive personal information is redacted.

This recommendation would require personal financial statements to be submitted to the agency .

clectronically in a format prescribed by the Commission. The agency would make the statements
available online within 10 days of being filed. The agency already has software that could be modified
to allow filers to electronically submit the statements and currently maintains copies of them as PDF
files, which could be made viewable online at no additional cost to the agency. However, if the agency
receives additional appropriations to improve its electronic filing system, as recommended in Issue
3 of this report, it should incorporate electronic receipt and online availability of personal financial
statements into the upgraded system.

'The law should provide for redacting filers’ home addresses in this online format, as it currently provides
when releasing statements for judges and justices, and the redaction should be extended to include all

filers’ telephone numbers. The recommendation would also remove the statutory requirement that -

the name, address, and affiliation of an individual requesting to view a personal financial statement be
placed in the statement’s file, which would no longer be practical with the statements readily accessible
online. These changes would modernize the filing of statements, improve transparency, and allow the
public easier access to information about filers while still maintaining their privacy.

4.2 Eliminate the civil penalty exemption for smaller general-purpose committees.

This recommendation would eliminate the exemption from late filing and other penalties limited
activity general-purpose committees receive. Eliminating this exemption would increase compliance
with reporting requirements, ensure information is available to the public in a timely manner, and
ensure penalties are assessed consistently across filers. The Commission could continue exercising its
discretion to waive or reduce civil penalties for violations involving general-purpose committees with
limited activity as it currently does for other report filers.
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4.3 Remove the statutory prohibition on posting reports of major party candidates
whose opponents have not yet filed.

This recommendation would eliminate the waiting period for posting reports filed by major party
candidates, allowing the agency to make these reports available online within two business days as
statute requires for other campaign finance reports. Eliminating this requirement would give the filers
full control over when their reports are available within established deadlines and provide the public
earlier access to candidates’ campaign finance information.

4.4 Modify statutory filing provisions to streamline the agency’s campaign finance
filing processes.

Statute should be changed to accomplish the following.

e Authorize a candidate or officeholder to designate a specific-purpose committee as the principle
committee responsible for filing campaign finance and other reports, relieving the candidate or
officeholder from having to file separate reports.

® Require legislative caucuses to file a notice of appointment of caucus chair with the Commission
and require that the chair be responsible for filing campaign finance reports.

o Authorize legislative caucuses to be exempt from having to electronically file campaign finance
reports if they meet the same statutory threshold as currently exists for candidates, officeholders,
and political committees.

e (larify that the statutory electronic exemption for filing campaign finance reports and lobby
activity reports is a one-time threshold, such that once filers meet the threshold, they must always
file electronically.

® Remove prescriptive and expensive mailing requirements from statute and require the Commission
to adopt rules prescribing how notification and correspondence will be handled for all filer types
and reports.

These changes would clarify several statutory filing provisions, ensure consistency among filers, and
streamline the agency’s filing operations.

Fiscal Implication
Overall, these recommendations would have a positive fiscal impact to the State.

Requiring filers to submit personal financial statements electronically and requiring the agency to make
them available online would not a have a significant fiscal impact to the State because the agency
already has software that could be modified to allow filers to electronically submit the statements.
Additionally, the agency already maintains copies of the statements as PDF files, so they could be made
viewable online at no additional cost.

Removing the exemption from civil penalties for certain general-purpose committees would result
in additional revenue to the State. Assuming late-filing penalties assessed in fiscal year 2011 are
comparable to those assessed for similar general-purpose committee reports in fiscal year 2007, before
the exemption took effect, the annual revenue gain to the State would be about $67,550.
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Allowing staff to determine the appropriate method for sending late notices and sworn complaint
correspondence would result in savings to the State by reducing the number of expensive registered
and certified letters that would be sent. Due to the varying nature and complexity of sworn complaints,
which can require several mailings per case, exact savings cannot be calculated. Using figures from fiscal
year 2011, if the agency used delivery confirmation services at a rate of $5.45 per piece, rather than
registered and certified services, the savings would be at least $3,500 annually.*® This savings is based on
the agency’s mailing of 208 late filing notices and 639 initial letters to respondents and complainants in
fiscal year 2011. Additional savings would result if the agency used regular first class mail or electronic
notice for all report deadlines and certain sworn complaint correspondence.

'The table below shows the overall fiscal impact resulting from these recommendations.

Texas Ethics Commission

Fiscal Gain to the Savings to the
Year General Revenue Fund General Revenue Fund
2014 $67,550 $3,500

2015 $67,550 $3,500

2016 $67,550 $3,500

2017 $67,550 $3,500

2018 $67,550 $3,500
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Section 254.036, Texas Election Code; Sections 305.0063 and 305.0064, Texas Government Code.

2 Sections 72.030, Texas Government Code.

3 Section 571.173, Texas Government Code.

4 S.B. 1618, 82nd Texas Legislature, Regular Session, 2011.
5

For personal financial statements submitted to the agency, the full statement is subject to disclosure unless the report belongs to a judge
or justice, in which case statute requires the agency to remove the home address before providing the statement to anyone.

Section 572.032(b), Texas Government Code.
7 The 13 states include: Alabama, Alaska, Arkansas, Connecticut, Delaware, Indiana, Maryland, Massachusetts, Minnesota, Missouri, New
York, Pennsylvania, and Washington.
8 The 13 states include: Georgia, Hawaii, Illinois, Iowa, Kansas, Louisiana, Maine, Mississippi, Nevada, New Jersey, New Mexico, South
Carolina, and Tennessee. The eight states include: Georgia, Iowa, Kansas, Mississippi, Nevada, New Jersey, South Carolina, and Tennessee. In 2011,
Georgia removed its requirement that board members and executive directors file personal financial disclosure statements. Instead, the state required
that these individuals sign an affidavit swearing they took no official action from which they derived personal gain.

Section 254.164, Texas Election Code.
10 Section 254.0401, Texas Election Code. The prohibition applies only to candidates nominated by, or seeking nomination of, a political
party required to nominate candidates by a primary election. The prohibition has time limits. Regardless of whether all filers for a particular office
have submitted a report, the Commission may post online semiannual reports and 30-day before-the-election reports on the twenty-first day after
the reporting deadline; and 8-day before-the-election reports on the fourth day after the deadline.

L 24} 3922, 81st Texas Legislature, Regular Session, 2009.

12 Section 571.032, Texas Government Code.

13 These figures do not include staff time spent preparing notices and correspondence for mailing.
14

The number of late filings decreased after 2007 as a result of H.B. 2589, 80th Legislature, providing filers a 14-day grace period after
becoming aware of the error before most corrected reports are considered late.

15 In addition to exemptions from penalties for late filing, committees submitting repbrts showing limited activity are also exempt from
fines resulting from sworn complaints. Some additional fine revenue may accrue to the State by removing the exemption, but the amount cannot
be reasonably estimated because the number of complaints with valid allegations and level of fines are unknown.

1 The savings is based only on the rate for the specified postage services and excludes the additional regular postagé cost, which is based on
weight.

~

Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 4

- .



Sunset Advisory Commission July 2013

L-l.l\

‘RESPONSES TO ISSU]

“Overall Agency Response/to Issue 4

he Commission agrees with the recom ; endatlons The Sunset Advrsory Comm1ss10n Staff o

Report identifies key areas whereby statutory modrﬁcatron or elanﬁcatmn would enhance ﬁler
understandmg and compliance, as well as age cy administrative efﬁcrency and eﬁ‘ectr

k ,(Davrd A. Rersrnan, Executive Drrector Texas Ethics Commission) '

Recommendatlon 4 1

- Require personal fmanczalsmtem lts to be submi ted electromcally and made
avallable onlme dfter sensrtlve personal lnformatlo s redacted

Agency Response to4.1

The Commission agrees with the recor mendatron

'The Commission 4 agrees that electromc filing of personal financial s atementssywould 1rnprove; |
filing efficiency for both the ﬁler and the agency If new software is created for filing the
: statements 1 nrca]ly, sensitive - information, such as the ﬁlers home address, could

waor 41
Helen Carvell -~ League of Women Voters of Te

Matt Glazer, Executr :

Dll‘CCtOI‘ = Progress Texa Austin

‘ Conor Kenny, Austrn e

:*' Fred Lewis, Premdent Texans Together Educatron'F i Austrn

Phr]hp Martin, Research and Pohcy’Drrector Texa Research Instltute, Austln ,
Crarg McDonald Drrector Texans for Publrc ]ustrce Austin '
,a,ff,j;.Bee Moorhead Texas IMPACT Austrn o

Service, Austin - ]

Texas Ethics Commission Sunset Final Report with Legislative Action
: Issue 4

42a



July 2013 Sunset Advisory Commission

Common Cause Texas S

le Wall —C _n Elect1ons Texas
Against 4.1

- None received.

ff"'M/bdification

’ 1 ) Requxre that’ n
_ database-compatible fo ‘;a;:(Matt Glazer, Executwe Director ~ Progress Tex
' Conor Kenny, Austin; Fred Lew1s, President — Texans Together Education 2 Austin;J
Phillip Martin, Research and Policy Director— Texas Research Institute, Austm,f'Cralg
McDonald, Director = Texans for Public Justice; Austin; Bee Moorhead'/’ eXas IMPACT,

- Austin; ]oanne Richards, President — Coffee Party Austin, Austin; Tom ¢ Smltty” Smith,

Director — Public Citizen Texas, Austin; Laurie Vanhoose = Common Cause Texas, and
_' LiZ Wally Clean'Electmns Te as) e

Recommendatlon 4.
mate the c1v1l penally ex mptlon for smaller general purpose commzttees

Agency Response‘to 4 2 o

The Comnnss1on vagrees with the recommendatlon

Currently, certain general-purpose committees with limited actmty are exempt from late filing
pena1t1es This ¢ ‘exemption negatively affects comphance with filing requirements. Addmonally,
the Comm1ss1on must spend additional resources sendmg late letters and 1n1t1at1ng the fine

vahllhp Martm, Research and Pohcy D1rector Texas Research Insntute, Austm

a1g McDonald Dlrector —Texans for Public ]ust1ce Austm Vo
Bee Moorhead —Texas IMPACT; Austin

] "‘nne Rlchards, Pre51dent ~ Coftee Party Austm, Austin

4 2 b Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 4



Sunset Advisory Commission July 2013

" DlI‘CCtOI‘ = P‘\

\mon Cause Texas

© Laurie Vanhoose -

~ Against 4.2

. None received.

71~Re’ca"6i;|4r:nendation 4’57 |

! b,_mmlttees avaﬂable onlme until all candldates and'
. related committees for a parncular office have ﬁled then' reports, o after a certam t1me 11m1t
"ﬂns delays pubhc access to that 1nformat1on.

Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 4

42c



July 2013 Sunset Advisory Commission

cornmun1cat10n efficiency over the past few years througha Varlety of methods
' change‘“ - However, escalating postage rates and the rising number of sworn complaints
has ¢ d in an overall i increase in postage costs to the agency The recommended
-~ cha wges to requn‘ed notices for personal financial statement filers, late notices to 1nd1v1duals,
o commlttees, and reglstered lobbyists, and sworn complamt correspondence will reduce
: these mcreasmg operating costs to the agency. ‘ .

: (Dav1d A, Relsman, Executlve D1rector Texas Ethics Commlssxon)

Matt Glazer, Executive Director — Progress Texas, Austin

Education Fund, Austin

4 2 d Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 4



Sunset Advisory Commission

July 2013

_ Phillip Martin, Rescarch and Po

le Wally Clean Electlons Texas

cy Director = Texas Research Institute, Austin-

Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 4

42e



42f

July 2013

Sunset Advisory Commission

: (June 2012)

but did not adopt _
" concept of electronic ﬁl]

stream 1ne e the agencys campaign finance filing processes

‘CQMMISSION ':IE SION' ON IssU 4

dacted 'Ih Sunset‘Cbmmwsmn and the Leglslature adopted onhne ﬁhng,‘
ne access to personal financial statements 'Ihe Leglslature expanded the .

, candldate or oﬁiceholder to de31gnate a spec1ﬁc-purpose commxttee as'the pr1nc1pa1 committ

The bill would have authorlzeda,a‘

Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 4



Sunset Advisory Commission

July 2013

ame statutory threshold as currently
,,;,The exemptlon for filing electromc

Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 4

42g



42h

July 2013

Sunset Advisory Commission

Texas Ethics Commission Sunset Final Report with Legislative Action
Issue 4



Sunset Advisory Commission July 2013

ISSUE 5

The Texas Ethics Commission’s Statute COmplieS With Standard
Elements Analyzed During Sunset Reviews.

Background

Opver the years, Sunset reviews have come to encompass an increasing number of standard elements
either from direction traditionally provided by the Sunset Commission, from statutory requirements
added by the Legislature to the Criteria for Review in the Sunset Act, or from general law provisions
typically imposed on state agencies. The finding below addresses the Sunset Commission’s mandate to
recommend the abolition or continuation of an agency’s reporting requirements.

® Reporting Requirements. The Texas Sunset Act establishes a process for state agencies to provide
information to the Sunset Commission about reporting requirements imposed on them by law
and requires the Commission, in conducting reviews of state agencies, to consider if each reporting
requirement needs to be continued or abolished.! The Sunset Commission has interpreted
these provisions as applying to reports that are specific to the agency and not general reporting
requirements that extend well beyond the scope of the agency under review. Reports required by
rider to the General Appropriations Act are included as a matter of law, but under a presumption
that the appropriations committees have vetted these requirements each biennium. Reporting
requirements with deadlines or that have expiration dates are not included, nor are routine
notifications or notices, or posting requirements.

Finding

The Texas Ethics Commission’s single reporting requirement to
produce a biennial report serves a useful purpose.

'The biennial report is the Legislature’s primary source of information about
the agency’s activities and serves a useful purpose. The agency’s report, which
also is available on its website, must include the following information:?

® cach advisory opinion issued;
® certain sworn complaint data;

® certain data related to the number and amount of civil penalties the
Commission issued; and

® recommendations for any necessary statutory changes.

Recommendation

5.1 Continue requiring the Commission to submit its biennial report to the Legislature.

This recommendation would continue the existing requirement in law for the Commission’s biennial
report to the Legislature, though no statutory change would be needed to continue this reporting
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requirement. This report is the Legislature’s only formal opportunity to hear from the Commission
regarding its activity over the preceding two years as well as necessary changes to statutes under the
Commission’s jurisdiction. To comply with a recent change in law, the report should be provided to the
Legislature in an electronic format only.

Fiscal Implication

'This recommendation would not have a fiscal impact to the State.

Sections 325.0075, 325.011(13) and 325.012(a)(4), Texas Government Code.

Section 571.073, Texas Government Code.
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None recelved

’;;’Agalnst 51

- None received. :

f%?iiCOMMISSION%FDECISION QN ISSUE 5
(June 2012)

Adeted Recommerldation;

*"ZFINAL RESULTS ON ISSUE 5

Leg‘; fative A 'fftion

Recommendatlon 5.1 — The ex ~
‘ Leg1slature was not aﬁected by the veto of S B. 219

= Commission’s biennial report
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NEw ISSUES

'The following issues were raised in addition to the issues in the staff report. These issues are numbered
sequentially to follow the staft’s recommendations.

. threemembers W

a state -
. ,institution Or corp :

,the requirement that lobbyrsts and form
for a per1od of four:

l cted officials may not serve on the Commlssmnd

- (Cralg McDonald 1rector ~ Texans‘fOr Publrc , Austin; and Tom ° Srmtty Sm1th
Director = Pubhc C1 izen Texas, Austm) e -

. 1 for TEC Commrssroners that 1nc1ude pre ; experlence in law
~ enforcement, ethics enforcement or other similar regulatory or professmnal ‘backgrounds.
(Matt Glazer, Executive Director — Progress Texas Austin; Conor Kenny, Austin; Fred Lewis,
 President — Texans Together Education Fund, Austm, Phillip Martm, Research and Pollcy -
Director — Texas Research Institute, Austin; Craig McDonald, Director — - Texans for Public
Justice Austm Bee Moorhead Texas IMPACT Austrn,]oanne Rlchards, Presrdent Coi’fee &

| Requrre that all fulﬁlled 1nformatlo requests be posted on the Texas Eth1cs Commrssron:
' websrte (Crarg McDonald Drrector _,Texans for Public Justrce, Austm, and Tom “Sm1tty v

been assessed the filer if: the complamant has filed a frivolous compl
sincere eﬂ'ort to report true misdeeds and mrsapproprratlons, Or is ¢ ed to have used the -
Ethics Commission and:its staff inappropriately. . (Diane Mosrer, Presldent Muffie. Mosrer, :
Board Member and Legal Counsel and Martha Heubel Board Member — River Oaks Ar 2
Democrat1c Women, Houston) :

Texas Ethics Commission Sunset Final Report with Legislative Action
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|

\“"?Staﬁf Comment: Statute deﬁnes a frrvolous cornplamtas;one that is groundless and brought
in bad faith or is groundless and brought for the purpose of harassment. A person ﬁlmg a
frivolous complaint is c1v1]ly hable to, the respondent for the greater of $10,000 or the amount

':\'(Drane Mosrer : _resrdent Mufhie Mosier, Board Member and Legal Counsel and Martha
ot 7{fHeube1 Board Member — River Oaks Area Democratlc Women, Houston)

: Advocacy Association of T as Austm)

130

“Director — Texans for Pubhc"]ustlce, Austm,
“Crtrzen Texas, Austin) e

141
'+ Public Justice, Austin; and Tom “Smitty” Smith, D1rector = Public CltlZCn Texa Austin)
15 _
el disclosure report 1scdue,_not by the end of the reporting period. (Jack Gullahorn Presrdent/
Counsel Professional Advocacy Assocratron of Texas, Austm) ;

‘tod fine
‘i amounts,

Require the agency to develop a unique 1dent1ﬁer system for contrlbutors or reqmre that
treet names of contributors be provided as part of online disclosure data. (Cralg McDo ld,

and Tom “Smltty Smlth Director

Requlre sponsored GPACS to disclose SIC codes (Crarg McDonald D1rec

Texans for

Change‘:' the statute so th at 2 contribution’ may be accepted or rejected by the time the re evant‘
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as aggregate Timits on 1nd1v1dual contributions in each election cycle. (Helen Carvell - League r
~of Women Voters of Texas; Matt Glazer, Execut1ve Director — Progress Texas, Austm, Conor

iKenny, Austm, Fred Lew1s, Presrdent - Texans Together Education Fund, Austin; Ph1llrp,~¢,;‘
- Martin; Research and: Pol1cy D1rector = Texas Research Instrtute, Austm, Crarg McDonald ,

o Electrons Texas)

o Staﬁ' Comment. The testlmony/dld not. provrde suﬂic1ent detarl to draft statutory language on
e tl’llS recommendatron , , ;

: .Staﬁ” Comment The testrmony drd, not provrde suf’ﬁc1ent detail to draft statutory langua
l thlS recommendatron ‘ - .

20.

- President = Texans Together Educatron Func Austm Phll_llp Martrn Research and Polrcy' ,

Staﬂ' Comment. The testunon
o tl’llS recommendatron :

23,,,*3iRequ1re that penalt1e 1rnposed for convertmg campa1gn funds to personal use be pald by

” n campa1gn‘ : "trlbutlons to candldates and commlttees ‘a8 well

Clean |

Estabhsh campa1gn contr1but1  limits at all levels and give the Comm, ssion. authorityzto
enforce sanctlons (David E ]ones - Clean Elecuons Texas, Dallas) : B

Estabhsh lternative campalgn ﬁnancrng mechamsms such as Voluntary pubhc ﬁna
(Matt Glazer, Executive Director

D1rector = -Texas Research Instrtute Austln, Cralg M Donald ‘Dl ctor — Texans for Publrc‘

personal funds. (Shannon Smrth Student Legrslatlve Counsel - Laney Center for Publrc

Servrce, Austrn)
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0 the chen for Whom the communication was made, i :
mumcatmg or preparmg for communicating for multlple clients, unless the

of goodw1ll communications that was attnbuted to all the
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27 Require - : bby reglstrant ﬁler drsclose agenc/ es and branches of the Ieglslature lobbied.
- (Craig. McDor ald, Director ~ Texans for ,,,Pubhc ]ustlce, Austin; and Tom “Smitty? Smith,
- ':Drrector - Pubhc Crtrzen Texas Austrn)

28. 1 Update agency visrtor srgn in sheets and file in a searchable electronlc database wrth the clerk of
the agency. (Craig McDonald, Director - ans for Public ]ustrce, Austin; and Tom “Smitty”
~ Smith, Director ~ Publ'l\’, Citizen Texas Austm) :

es .heid':’:‘ (Craig

Requlre a lobbyrst to drsclose former government mp,loyment\/pubhc' offic

McDonald, Director =Tt
Pubhc Crtlzen Texas,; \usti

- Pr
1 egrstrant (Jack

o ;?Austrn)

: _\_\consrdered an expendrture ‘made and reported in accordance with the Lobby Law for purposes.
~ of the brlbery and gift statute in the Penal Code. This change woul ensure that the non-
‘registrant’s portlon of the Jom expenditure would not affect the 1 g15trant s protectron under
the brrbery tute. ’ .
2

‘?3\1./Amend the defi _1t10n of drrect commun tion” in the'_,L'obby' Law by inserting ,th/fe,,term I
‘including goodwrl communications” in the statute when’ defining “direct communication.”
. Define goodwr]l communications as commumcatrons made with the intent to: create goodwﬂl

- with the recipient for possible future communications to influence. (]ack Gullahc rn, Presrdent/ "'
"‘Counsel Professronal Advocacy Asso ation of Texas Austm) *

Staﬁr Comment ‘The Lobby Law currently defines ‘commun cates,drrectly thh as contact in
person or by other means such as telephone or email. The concept of goodwr]l communications”
is not included in statute or rule, but is dlSCU.SSCd in several Texas Ethics Commission advisory ,‘
‘oplmons Goodwill communications do not involve lobbying pecific topic but involve
communicating generally to: create goodwrll to 1nﬁuence fut ctions, and thus can be

that expendrtures drrectly attrrbutable to members of the legrslatrve or executive branch mus
be reported using only the following categorles state senators; state representatives; ele ted
or appointed state officers, other than senators or representatives; legrslatrve agency. empioyees

-~ executive agency employees the imme iat ~farruly ofa member of the legislative or executive
~ branch; mv1ted guests other than the immediate i

1nv1ted
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33 / end the .Lobby Law (Sec 305 006 \ '\iTexas ovemment Code) relatmg to detalled reportm o

,beverages W1th a value of $50 or less if 1ntended asa glft for a member of the legrslatlve or
executive branch and is delivered outside the Capitol Complex by mail or other carrier. The -
lobbyist does not need to be present. for the acceptance of such a grft This change would
allow for such grfts to be given o a spouse under the same reportmg requlrements without the .
'lobbylst havmg to be present.

34. Amend the Lobby Law (Sec 305 0071 Texas Government Code) relatmg to, the 1nc1us1on of :
. an expenditure in a report, to allow reg1strants who charge to.an account (at places like the
. Austin Club) and receive a monthly statement, to be able to report like expenditures made:
by credit card.  (Jack Gullahorn, Presrdent/ Counsel = Professmnal Advocac'" 'ASSOc1at10n of
. Texas Austin) ' ; ' ’

‘V‘V“Staﬂ' Comn entf ,Lob 1sts using credit cards may report expendrtures in th reportmg perrod

36. Specify that a relmbursement bya reportable person toa lobby regrstrant should not be hm1t d
to less than $200, as is currently provided in the Texas Ethics Commission’s rules. (Ja
‘Gullahorn; Pres1d sel — Profess1onal Advocacy Association of Texas, Austin)

Staff Comment:: Rules of the Commission specify that lobby1sts do not need to report;‘.
expenditures they make to members of the legislative or executive branches as long as those
expenditures are less than $200 and reimbursed in full before the date the lobbyists ‘would
- otherwise be required to report f the expenditures. This change would specify in statute that
-y expendltu es would not need to be reported if reimbursed in full. Tt does not, however, "
provide a tlmeframe by which the relmbursement must be made or the consequences if the
rnent is never made : ALk
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ways:

edup 0 85000000

,aIUe of assets sold and/
or retamed o

d Drsclose fa ,

Disclose partnershl
it the partnersh1p

: < Director - Texas Research Institute, Austm, Crarg McDonald Drrector = Texans for Pubhc :
. Justice, Austin; Bee Moorhead — Texas IMPACT,; Austin; ]oanne chhards, President — Coffee
! Party Austin, Austin; Tom Smltty Smrth Dlrector = Public Citizen Texas, Austm, Laurre .

8. Requrre the purchase pri ‘ce;'of a gift to be re ported’ on a Pers
already requrred to be drsclosed (Conor Ke my, Austrn)

”me Whrchever is less. (Craig :

“McDonald Dlreetor = Texans for Pubhc ]ustrce, A tin; Ih:“Smrtty Smrth Dlrector -

ublic Crtlzen Texas Austrn)

, Conﬂlcts ,of In‘terest

41. Mo‘rﬁr revolvmg door provrsrons y.'

a. E panding those covered to include more agency s staff that have adjudicatory or contractrng
discretion, as well as key staff’ of the Governor, L1eutenant Governor and members of the

4

Legislature; and
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44, Make changes to remove COIlﬁlCtS of interest from Texas courtrooms and restore farth in an

| oh1b1t1ng covered} sta 'from‘ serving. as a consultant or contractor for any agency that/

51ndependent Jud1c1ary (Matt Glazer, Executive. D1rector = Progress Texas, Austm, Conor s
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Sfajf Comment
~, this re’édmmen,

Laws in Gener

45 Provide that no penalty be assessed on any repofts @ 1c1u ngte hth day before electlon reports), ‘
~ where the original was filed in good faith and any er corrected within certain time frames.
(Jack Gullahorn, President/ Counsel —Profess1ona1 Advocacy Assoc1at10n of Texas, Austm)

Staff Comment The prov1s1on glves no further detail ; as to whiit the time frames for cotrecting
errots or whether cortections can be made after a sworn complaint has been ﬁled.” Statute -
currently provides some atitude for correctlng most reports, as long as the original was ﬁled
/ within ertam time frames and as long asas :

\ustin,

mmon Cause Texas, and le Wa]ly Clean Elections Texas)
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;;COMMISSION DECISlo" ON N EW ISSUEsf_

(June 2012)

"‘Adopted; NewTohue 12,

. 88 part of the statutory requirement related to lobby reglstratron (’Ihatrule currently reads,
~in part, that “...a person is not required to register if no more than 5 p of the persons '
o Compensated t1me during a calendar quarter is time spent engagmg in Iobby actwlty .

e f”i*'Codrfy into the Lobby Law statute the concept of goodw111 communrcatron‘ by addmg to
. the definition of direct communication those communications made with the intent to create
;,;\,,goodwﬂl with the rec1p1ent for possible future communications: to 1nﬂuence legislation or

. admmrstr’rtrve actron

° Clarify in.statute that the 5 percent time calculat1on is based on a standard Workd'

hours
' iAdopted New Issue 30.
Adopted New - 32, WltI’l a modification clanfylng that the new categories for reportmg lum

) not relate to anevent to wh1ch 4]l legrslators are 1nv1ted

pted New Issue 35

‘Le ?slatlve Action

' :"Ihe Governor vetoed S.B. 219, whrch mcluded a]l Sunset Comm1ss1on recommended new issues
. below in original or modrﬁed form, w1th the exceptron of. New Issue 15,which as noted below was .

nance .
isl. lature

Texas Ethics Commission Sunset Final Report with Legislative Action
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~ had modlﬁed the due date for monthly reports and fora report,, overing the month precedlngan ,
~ election from the ﬁfth to the 10th day of the month following the reporti’ng period .

- New Issue 15 - 'Ihe Legislature did not adopt the Sunset Commxssrons . recommendanonM
. providing that a candrdate, officeholder, or pohtlcal committee recervmg a contnbutlon has’ untrl
the report is ﬁle e to accept or reject the contrrbutron -

- regrstranon

§ hreshold Ies

under the Lobby w if reportmg ap portion of jo expendrture made by ano
 provision was enacted separately in House Bill 2', :

-New Issue 32 — Senate Bill 219 would have added categories to the.Lobby vision related |
to reporting lump sum expendrtures for events to which the following are invited: a. legislative |
mmittee and the committee staff: all state: senators and their staff; all state. representatrves and ’,
ir staff; and all legislative staff. "The | _,eglslature modified th ovision to ensure the new

categorres are treated the same as events to whrch all leglslators are ',,tf,’«d and for which lobbyists
- would not have to 1tern1ze expendltures by type . -

 New Issue 35 Senate Bill 219 Would oo provrded an exce' tion from the 1eg151at1ve advertlsm

disclaimer for materral distributed by a leglslator on the ﬁoor'of the House or Sena €,
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PROVISIONS ADDED BY THE LEGISLATURE

‘ Leglslatlve Actlon — S B 219

) Study regardmg the Publlc Integrlty Unit.

Senate Bill 219 would have requ1red the Commlssmn in consultatmn with the Supreme‘f. 'l
Texas and the Court of Cr1m1nal Appeals to conduct a study to determme whetherl

executive branches, as well: as\
the results of the study to the

mmissioner

: other than actual expenses’on behalf of honproﬁt orgamzanons, Tow-in me individuals, or a group
of individuals with dlsab111t1es ‘The bill would have created a Class A mlsdemeanor for: v1olat1on
~ of the prov1s1on ‘ o .

(e Lobby reglstratlon amendments; -

Senate Bill 219 would have clanf ed the contents of a lobby reglstranon amended dunng a regular
leg1slat1ve session to mclude the full name and address of each. person who reimburses, retains, or

_employs the registrant; the amount of compensation ‘or reimbursement paid to the registrant; and
the subject matter of the leglslatlon the reg1strant is comrnumcatmg about.

‘;of &J,udic'ial ca.mpaig?n” contributions.f B

The Governor vetoed S.B. 219 wh1ch contamed the followmg provisions added by the 'Leglslature :
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cutive committees of p011t1cal partles from

from a corporatlon or labor organization if the party :
ch contributions are deposxted, has not accepted
es;fr'om such contr1but1ons - :

ing activity related to a contr1but1
han $250 in an account in wh

1 also\would have required that radio advert1smg approved by the candldate 1nclude an audlo
statement made by the candxdate 1nd1cat1ng approval of the commumcanon Telev151on advertlsmg‘

,.'.audlo statement of the name of th person ‘WhO ylpald for the advertlsmg Telev151on advert1smg
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_-not authorlzed by the candld te was to mclude 4 written’ staternent that contams the nam f th
- person who paid for the advernsing, as we]l as addmonal requlrements ' :

‘ff'The b1]l\‘would have prescrlbed other dlsclosure req
‘ 'advertlsmg P011t1ca1 advertising disclosure : requxreme

iremen for websites that contain poht1ca1
s would’ not have applied to text messages.

~Senate Bill 219 would have specified that e

- before a filer submits a report is confidentia 1 Qt SijCCt to dlsclosure
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APPENDIX A

Staff Review Activities

During the review of the Texas Ethics Commission, Sunset staff engaged in the following activities
that are standard to all Sunset reviews. Sunset staff worked extensively with agency personnel; attended
Commission meetings and met with commissioners; met with staff from key legislative offices;
conducted interviews and solicited written comments from interest groups and the public; reviewed
agency documents and reports, state statutes, legislative reports, previous legislation, and literature; and
performed background and comparative research using the Internet.

In addition, Sunset staff also performed the following activities unique to this agency.

e Attended special work sessions of the Commission about agency reporting and about specific
concerns related to its disclosure filing and enforcement processes.

® Surveyed individuals and organizations who file campaign finance, personal financial statement,
or lobby activity reports with the Commission; individuals who filed sworn complaints with the
Commission; and individuals who have had sworn complaints filed against them.

® Surveyed 13 states’ ethics and campaign disclosure agencies, selected for their similarity to Texas in
having few campaign finance limits or similar agency structures.

® Interviewed staffat the Texas Legislative Council, State Office of Administrative Hearings, Secretary
of State, Office of the Attorney General, Texas Medical Board, Public Utility Commission, Texas

Commission on Environmental Quality, Texas Department of Licensing and Regulation, Office of -

the Comptroller of Public Accounts, and the Texas State Board of Dental Examiners.
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