STATE OF CALIFORNIA
FAIR POLITICAL PRACTICES COMMISSION

1102 Q Street » Suite 3000 « Sacramento, CA 95811
(916) 322-5660 « Fax (916) 322-0886

Chair Remke, Commissioners Audero, Cardenas, Hatch, and Hayward

From: Erin V. Peth, Executive Director
Subject: Executive Director’s Communications to the Commission
Date: March 12, 2018

The current Statement of Governance Principles (unanimously adopted by the
Commission in January 2001), states that one of the Executive Director’s responsibilities is to
report “regularly to the Chairman and Commission on the status of FPPC finances,
administrative actions, goals and achievements.” At the February 2018 Commission meeting,
Commissioner Audero requested a review of how that reporting currently occurs to determine
whether the current practices should be modified. To assist the Commission in that discussion,
below are the various ways in which | communicate to the Commission regarding the agency’s
finances, administrative actions, goals and achievements.

1. FPPC’s Annual Report

When | became Executive Director in the Summer of 2013, there was no agency-wide
annual report (although the agency had compiled such reports from time to time over the years).
At that time, the Enforcement Division was compiling its own report, as it had for the past
several years. In my view, it was extremely important to have a comprehensive report of all the
agency’s activities. So | have worked with staff to produce an annual report for 2014, 2015, 2016
and 2017. Those reports are a comprehensive summary of the agency’s goals, administrative
actions and achievements for each year. They are provided to the Commission and posted to the
website. (http://www.fppc.ca.gov/media/fppc-annual-report.html.) I am pleased to share the 2017
Annual Report, which was recently completed and posted to the website. (Exhibit A.)

2. Executive Staff Reports

Each Commission meeting agenda package includes Executive Staff Reports from the
Enforcement Division, the Legal Division, the External Affairs and Education Division and a
Legislative Update. Those updates list various accomplishments and detail various statistics,
including the number of enforcement cases pending and completed, advice letters issued, phone
calls and emails handled, conflict of interest codes approved and probable cause conferences
completed. (See Agenda Item 23 on this month’s agenda). As the Executive Director of the
agency, the executive staff members report to me and | review these reports prior to them being
added to the agenda materials.



3. Status of FPPC Finances

I also update the Commission on the agency’s finances and budget. This last occurred in
August 2017, after the 2017-18 Fiscal Year began on July 1, 2017. (Exhibit B — Memo to
Commission on August 17, 2017, and Memo to Commission on January 11, 2016.) The FPPC’s
budget is determined by the Governor and the Legislature. Over 88% of the budget covers the
required salaries, wages and benefits for the agency’s personnel and 11.5% is allocated to
operating expenses and equipment.

4. Updates on Special Projects

As special projects have occurred, the Chair, myself or staff members often update the
Commission on the status of the projects during the Commission meetings. This sometimes
happens verbally at a Commission meeting or through a formal memo to the Commission. By
example, I provided information about the following special projects to the Commission through
formal memos:

e The Form 700 Electronic Filing System and Implementation of Assembly Bill
4009,

e The Political Reform Act Revision Project in both February 2016 and January
2017, and

e The Implementation of AB 249 (The Disclose Act) in November 2017.
(Exhibit C.)

5. Frequent Communications with Commissioners

Additionally, I am in very frequent contact with the Commissioners to answer any
specific questions they may have about the functioning of the agency, questions of law or
concerns about our operations. | am very responsive to those inquires and make every effort to
respond timely and fully. These communications happen most frequently via email, but have also
occurred through telephone conferences or in-person meetings.

The communications to the Commission listed above have served to report “regularly to
the Chairman and Commission on the status of FPPC finances, administrative actions, goals and
achievements.” If the Commission would like to modify these current practices, | welcome
additional direction on this topic.



Exhibit A



"' 2017 Annual Report
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Executive Staff Reports
Page 2

[. ADMINISTRATION AND TECHNOLOGY
DIVISION

STAFF; ERIN PETH, EXECUTIVE DIRECTOR
LORESSA HON, CHIEF OF ADMINISTRATION AND TECHNOLOGY

Since the new State fiscal year began on July 1, 2017, we are providing the Commission with an
overview of the budget.

The State budget for FY 17-18 appropriates a total of $11,843,000 to the FPPC. Approximately
88.5% (or $10,481,000) of the budget covers the required salaries, wages and benefits for our 82.5
authorized positions, and 11.5% {or $1,362,000) is allocated to operating expenses and equipment.

Staff will be available at the meeting to answer any questions you may have on this topic.

Funding sy 1| Lo
AAREANLN]T] CIE AT NG R NET Y "TNOISS ‘E T !
Total Appropriation and Reimbursements | |$ 11,843,000
¥ ot Tie ‘Budget Allocation ;
Salaries and Wages 7,153,000
Staff Benefits 3,328,000
Operating Expenses and Equipment Total 1,362,000
- General Expenses 184,000
(e.g., membership dues, subscriptions,
disability and unemployment claims)
- Printing 54,000
- Communications 44,000
- Postage 16,000
- Travel 44,000
- Training 19,000
- Facilities Operations (Rent) 614,000
- Consuiting and Professional Services 154,000
(Internal State Government)
- Consulting and Professional Services 105,000
(External State Government)
- Consolidated Data Centers 96,000
- Data Processing / Information Technology 32,000
Total Budget Allocation $ 11,843,000




 STATE OF CALIFORNIA
. FAIR POLITICAL PRACTICES COMMISSION

SILILALN B
[ . ! 428 J Street « Suite 620 » Sacramento, CA 95814-2329
" (916) 322-5660 » Fax {9g16) 322-0886

MEMORANDUM
To: Chair Remke, Commissioners Audero, Casher, Wasserman, and Wynne
From: Erin V. Peth, Executive Director

Loressa Hon, Chief, Administration and Technology Division
Subject: Update on FPPC 2015-2016 Budget

Date: January 11, 2016

Since it is now six months into Fiscal Year 2015-2016, we are providing the Commission
with an update on the agency’s budget for the year. Below please find a chart detailing our
revenues and expenditures for this fiscal year. The expenditure totals include actual spending
year-to-date and projected expenditures through the end of the fiscal year on June 30, 2016. We
are happy to answer any questions you may have on this topic.

T G ' Revenues SANEES
General Fund 10,427,000
Reimbursements 10,678
Total Revenues $ 10,437,678
T o it _Expenditures e N TR T
Salaries and Wages 6,062,882
Staff Benefits 2,425,153
Operating Expenses and Equipment Total 1,941,104

- General Expense 134,339

- Printing 27,885

- Communications 41,708

- Postage 24,284

- Travel 65,531

- Training 13,000

- Facilities Operations 653,758

- Utilities 3,163

- Consulting and Professional Services 196,146

(Internal State Government)
- Consulting and Professional Services 274,955
(External State Government)

- Consolidated Data Centers 130,399

- Data Processing / Information Technology 375,936
Total Expenditures $ 10,429,139
Balance: Surplus /(Defiecity | |8 = 8539
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To: Chair Remke and Commissioners Casher, Eskovitz, Wasserman and Wynne

From: Erin V. Peth, Executive Director

Subject: Update on Form 700 Electronic Filing System and Implementation of Assembly
Bill 409

Date: Junc 6, 2014

Last year the Legislature passed and the Governor signed Assembly Bill 409, which
authorizes the Commission to develop and operate an online system for Statements of Economic
Interests. This memorandum outlines the background on an online system for Statements of
Economic Interests and provides an update on the progress towards obtaining such a system.

Relevant Background

Public officials whose decisions could affect their economic interests are required by law
to file economic interest disclosure statements, which are public records. These public officials
disclose their private economic interests on a document titled “Statement of Economic Interests”
(SEI) or the “Form 700.” The purpose of the Form 700 is two-fold: 1) it provides necessary
information to the public about a public official's personal financial interests so there is
assurance that officials are making decisions that do not enhance their personal finances, and 2)
it serves as a reminder to the public official of potential conflicts of interests so the official can
abstain from making or participating in governmental decisions that are deemed conflicts of
interest. In short, the Form 700 provides transparency and ensures accountability.

The Commission is charged with the administration and enforcement of the SEI reporting
requirements for all state and local agencies and filers. Currently, filers at various levels of state
and local government submit an estimated 500,000 forms annually, which are funneled through
an array of state and local agencies. Under the Act, the Commission is the direct filing officer
for specific officials, including elected officials and candidates, judges, and heads of most state
departments. (Gov. Code, sec. 87200.) In total, the Commission receives approximately 25,000
SEls directly per year.

The current process by which this important disclosure is accomplished is unnecessarily
complicated, decentralized, and burdensome for all involved. First, public officials who are
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required to file the forms are often confused about where the forms are filed and that they are
required to file paper forms. Second, since most of the work by filing officers (including the
Commission) is done manually, processing and administering the Form 700s is extremely
cumbersome and time consuming. Third, since there is no central repository of SEls and most
are not readily available online it is difficult for members of the public, who are entitled to access
this important information, to monitor public officials. In short, the current system is difficult for
everyone — the officials who file Form 700s, the officials who administer the program, and the
public.

The Gradual Movement Towards Electronic Filing

Throughout the last several years, there has been a gradual movement to electronic filing
of SEls. First, in 2008, the Legislature authorized a pilot project for specified local jurisdictions
to develop an electronic filing program for SElIs. (Gov. Code, section 87500.1.) Those local
jurisdictions were the Counties of Los Angeles, Merced, Orange, Santa Clara, Stanislaus, and
Ventura, and the City of Long Beach. All of the local agencies stated there were significant
efficiencies and costs savings. The agencies reported annual cost savings ranging from $21,120
to $86,420, and several operational efficiencies including a reduction in late filings, a reduction
in errors, and a simplified review process.

Then, in 2012 the Legislature authorized all state and local agencies to develop SEI
clectronic filing systems, so long as the agency complies with Commission rules. (Gov. Code,
section 8§7500.2.) In less than a year-and-a-half, 68 agencies, including 21 of the 58 counties,
have instituted electronic filing programs. This also includes threc large state departments that
have started electronic filing {(Cal-PERS, EDD and SCIF).

Assembly Bill 409

Importantly, in 2013 the Legislature passed and the Governor signed Assembly Bill 409,
which authorizes the Commission to develop and operate an online system for filing SEls. (Gov.
Code, sec. 87500.3.) The system would allow officials to file electronically and also could have
a public portal through which the public media will have increased access to this information. 1f
the Commission establishes an online system for filing SEls, the statute requires that the system:
(1) be provided free of charge to the filers, (2) include safeguards including firewalls and data
encryption, (3) provide electronic confirmation, including date and time of filing, to filers, and
(4) provide a printable copy of the SEI and confirmation of receipt to the filers. Additionally, the
Commission is also required to hold at least one public hearing to receive input on the
implementation, maintenance, and training programs associated with the online filing system.

The statute also allows the Commission to make all data filed through this online system
available on the Commission’s website in an easily understood format that provides the greatest
public access. If the Commission publishes this data on its website, the statute requires that the
Commission provide technical assistance to those seeking to access this information, and redact
private information, including but not limited to the signatures of filers. The statute requires the
Commuission to hold at least one public hearing to receive input on how best to implement a
redaction policy. Finally, while this system is originally intended to support the approximately
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25,000 SEIs for which the Commission is currently the filing officer, the legislation also
contemplates that the Commission can become the filing officer for additional state and local
agencies, and that in the future there could be a comprehensive, statewide database for SEIs.

Coordination with Other Efforts

The development of an online filing system, and potentially, a public portal for SEIs is
congruent with other pending efforts within State government to increase transparency of public
officials’ financial activities and to make that data more easily accessible to the citizens of
California. Specifically, the Secretary of State’s Office is currently planning an update to the
electronic system that houses campaign finance and lobbying data. As these systems are
planned, developed, and implemented in the coming years, the Commission will work with the
Secretary of State’s Office. Such coordination will assist in future technological efforts to
increase transparency of this kind of data, and will increase the public’s ability to have a
complete a picture of all the financial influences on public officials.

Current Status of the Project

As an information technology project of a State agency, the Form 700 electronic filing
system must be reviewed and approved by the California Department of Technology. The
Department has a mandatory project approval process, which is to ensure projects are undertaken
with clear business objectives, accurate costs and realistic schedules. The project approval
process has several stages.

The Commission is in the process of working through the Department of Technology’s
approval process. We have already completed the first step and are well on the way to
completing the second step, which is to draft a Feasibility Study Report (see Statewide
Information Management Manual section 20). The Feasibility Study Report is due to the
Department of Technology by July 21, 2014, and the Commission is on track to meet that
deadline. After approval by Department of Technology, the Commission may submit a Budget
Change Proposal to the Department of Finance this fall to request funding for the project in the
2015-16 budget year.

Staff will continue to update the Commission on this important project as it progresses.
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To: Chair Remke and Commissioners Audero, Casher, Wasserman, and Wynne
From: Erin V. Peth, Executive Director

Subject: Political Reform Act Revision Project

Date: February 8, 2016

California is a national leader in campaign finance, lobbying and governmental ethics. The
cornerstone of California’s campaign finance and ethics law is the Political Reform Act. First
adopted by voters in 1974 as Proposition 9, the Act has been amended several times through voter
initiative and dozens of times by the Legislature. The result is a body of law that can be hard to
understand, overly complex and inconsistent.

The current condition of the Act causes several problems. Some politicians and special
interest groups have used the complexity as an excuse to explain away violations. On the other side,
many well-meaning citizens do not get involved in public service because they are daunted by the
complicated rules. The situation fosters distrust in government among citizens groups and
individuals who are suspicious of compliance by the officials and enforcement by the regulators.

At the direction of Chair Remke, the Commission staff has partnered with the California
Constitution Center at the University of California Berkeley School of Law, University of
California Davis School of Law and California Forward to conduct a comprehensive review and
revision of the Act to ensure decades of amendments are given clarity and continuity.

Through this process we will streamline and simplify the Act in order to:

¢ Improve compliance and reduce technical violations;

* Encourage participation in the political process by reducing the burdens and
costs of seeking office;

» Increase public understanding of the law to promote trust in the system; and

o Strengthen accountability and enforcement efforts,

This project furthers the Commission’s mandate to provide strict enforcement while
promoting accessibility to public service and transparency to the political system. Below are four
key ways in which the Act can be improved:

1. Redraft the Act with “plain English” using the simplest, most straightforward
language to express ideas and minimize legalese.

2. Incorporate key provisions from Regulations into the Act.

3. Reorganize the Act in order to have all related provisions in the same chapter
with self-explanatory titles for each chapter and section.



4. Repeal or amend current statutes that are inaccurate or inoperative as a result
of judicial decisions and other changes in law.

The law schools are currently working on an initial review and revision of the Act.
Throughout the project, we will be engaging with interested stakeholders, public officials and
members of the public to inform the revision process. The goal is to have a final proposal to present
to the Legislature next year. Below is the projected timeline.

Spring 2016

Summer 2016

Fall 2016

December 2016

January 2017

Project initiated with the California Constitution Center, Davis School of
Law and California Forward. Weekly check-in calls are scheduled with the
law schools to discuss progress. Law schools conclude the initial review and
revision, This draft will be submitted to Commission staff for review.

Draft of the revised Act will be shared with an advisory group consisting of
representatives from the regulated community, advocacy groups, the
Legislature and local ethics commissions. The advisory group will be given
60 days to provide comments, questions or amendments. Commission staff
will evaluate the comments and recommendations from the advisory group
with the aim of incorporating changes in line with the goals of the project.

The Commission will provide notice and an opportunity for the general
public to comment on the proposed revision. This will be a 45-day public
review period. Commission staff will evaluate and incorporate suggestions in
line with the goals of the project.

The Commission’s Chair and Executive Director will present the revised
Political Reform Act to the Commission for approval.

Revised Political Reform Act submitted to the Legislature for consideration
and enactment.

We believe that this timeframe allows for a thoughtful and deliberate revision process that
will yield an outstanding product — one that will serve as a model for other states and keep
Califomia at the forefront of campaign finance and governmental ethics.
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Chair Remke and Commissioners Audero, Casher, Wasserman, and
Wynne

From: Erin V. Peth, Executive Director
Phillip Ung, Legislative and External Affairs Director

Subject: Update on Political Reform Act Revision Project and Request to Sponsor
Implementing Legislation

Date: January 9, 2017

At the February 2016 Commission Meeting, staff discussed the general goals and
timeframe of the project to revise the Political Reform Act. This memorandum summarizes the
numerous activities that have taken place in the past year on this project. Staff requests that the
Commission vote to “sponsor” implementing legislation.

Summary of Political Reform Act Revision Project

The overarching goal of the project is to streamline and simplify the Act without
weakening disclosure or sacrificing accountability. Specifically, there are four main objectives of
the Revision Project:

(1) Improve compliance and reduce technical violations,

(2) Encourage participation in the political process by reducing the complexities and
costs of seeking office,

(3) Increase public understanding of the law to promote trust in the system, and

(4) Strengthen accountability of public officials and advance enforcement efforts.

The project will help increase participation in the political process, minimize the excuses
of those who violate the Act and make our landmark law more accessible and current so that
California can continue to be a leader in governmental ethics throughout the country.

The Process of Developing the Revised Act

The Commission partnered with the California Constitution Center at the University of
California Berkeley School of Law and University of California Davis School of Law. Supported
by leadership at both law schools and supervised by Professor David Carrillo of Berkeley, four
students from each schoo! undertook a comprehensive review of the Act and presented a draft to
Commission staff. Commission staff then made additional edits to ensure decades of
amendments to the Act are given clarity and continuity.

In August, we released the first draft for a 12-week public comment period. We received
many comments and proposed edits, of all which were evaluated and carefully considered by



Commission staff. During this time, Professor Bryan Gamer, a nationally-recognized legal
writing expert, also reviewed the draft and made additional suggestions to further make the Act
accessible to the ordinary reader. Once all of that work had been completed, the Commission
staff released a second draft for public comment at the beginning of December.

Throughout the entire process of developing the draft, Commission staff worked with
California Forward, another project partner, to educate and inform as many people as possible
about this important project and to solicit as many comments as possible. In addition to a
webinar that is posted on the FPPC website, three in-person public meetings were held
throughout California to attract and encourage participation from academic experts, practitioners,
other stakeholder groups, and the interested public. Additionally, these public meetings promoted
transparency, inclusiveness, and efficient processes to build public, stakeholder, and legislative
support for the proposed revisions to the law.

With the support of our partners and the valuable comments made by many stakeholders,
the result is a final draft of the Act that:

(1) Uses the simplest, most straightforward language to express ideas and minimize legalese,

(2) Reorganizes the Act in order to have all related provisions in the same chapter with self-
explanatory headings for each chapter, and

(3) Incorporates limited, key provisions from regulations to provide further clarity to
statutory obligations when it provides helpful guidance to the reader.

All the PRA Revision materials, including PRA Revision Draft 2, are on the FPPC’s
website.

The Legislative Process and Next Steps

Commission staff is reviewing and incorporating comments received during the second
comment period. In the meantime, Commission staff has worked with the Legislature to submit
the draft to the Office of Legislative Counsel to prepare a formal bill. We are also currently in
discussions with the Legislature and other stakeholders to determine how best to ensure the bill’s
success. And, while the formal comment periods have concluded, Commission staff encourages
stakeholders to submit comments at any time throughout the legislative session.

Staff Recommendation

To ratify the Commission staff’s efforts in pursuing legislation and to further ensure the
legislation’s success, staff recommends the Commission adopt a “sponsor” position. This
position will permit the Commission to have greater input in legislative decisions and strategy. It
also demonstrates strong support for the bill and its goal to increase civic participation through
improved accessibility of this important area of law.



STATE OF CALIFORNIA
FAIR POLITICAL PRACTICES COMMISSION

|l 1102 Q Street » Snite 3000 » Sacramento, CA 95811
(016) 322-5660 +» Fax (916} 322-0886

To: Chair Remke, Commissioners Audero, Hatch and Hayward

From: Erin V. Peth, Executive Director
Sukhi Brar, Senior Commission Counsel

Subject: Implementation of AB 249 (The Disclose Act)

Date: November 6, 2017

On October 7, 2017, Governor Brown signed AB 249 (the Disclose Act) into law. The
substantive provisions of the bill go into effect on January 1, 2018. The Disclose Act significantly
changed various provisions in the Act. FPPC staff has begun implementing the legislation and
efforts will continue in the coming months. Below is a summary of the implementation plan for

AB 249.
Implementation Activity Timeline
Reguiatimis =
18225 — Expenditure December Commission Meeting

18247.5 — Primarily Formed Committees
18402 — Committec Names

18420 — Reporting of Campaign
Contributions and Expenditures of State and
Local Government Agencies

18423 — Payments for Personal Services as
Contributions and Expenditures

18435 — Definition of Mass Mailing and
Sender

18450.1 — Definitions Advertisement
Disclosure

18450.3 — Committee Name ID Ad
Disclosure

18450.5 — Amended Advertising Disclosure
18521.5 — Ballot Measure Committees
Controlled by Candidates for Elective State
Office




18401 — Required Recordkeeping

18419 — Sponsored Committees

18420.1 — Payments by State or Local
Agencies for a Campaign Related
Communication

18432.5 — Intermediary

18435.5 — Slate Mailer Requirements

18440 — Telephone Advocacy

18450.4 — Contents of Disclosure Statements.
Ad Disclosure

18450.11 — Spokesperson Disclosure
18531.10 — Communications Identifying State
Candidates

18533 — Contributions from Joint Checking
Accounts

18901.1 — Campaign Related Mailings Sent at

January Commission Meeting

Public Expense

Website

Disclaimer That All Materials Impacted by Completed
AB 249 will be updated

Post chaptered bill Completed
Chart comparing current law to AB 249 Completed
Update the Candidate Toolkit Completed

Update the Political Ad Disclaimer Fact Sheet

December 1, 2017 (In Progress)

Update Disclaimer Charts

December 15, 2017 (In Progress)

Manuals

All Manuals Updated with New Provisions January Commission Meeting
Education and Outreach | ' :
Incorporate AB 249 requirements into In progress

existing trainings and webinars

Develop Internal Staff Training January 2, 2018 (In Progress)

Additional Legislation

Draft Possible Technical Clean-Up
Amendments to Present to the Commission

February Commission Meeting
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