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          2                 CHAIRPERSON PINKETT: Would you please

          3  identify yourselves by name, title, agency.

          4                 MS. GORDON: Thank you for the

          5  opportunity to testify. My name is Nicole Gordon, I

          6  am the Executive Director of the New York City

          7  Campaign Finance Board. Board Member Martin Begun is

          8  here with me, Carole Campolo, Deputy Executive

          9  Director, and Laurence Laufer, the General Counsel.

         10  Dennis Mehiel, our newest member, appointed by Peter

         11  Vallone, was here briefly but had to leave, and I

         12  just wanted to note for the record that he had

         13  appeared.

         14                 Since I last appeared before you

         15  there have been three City Council special elections

         16  to --

         17                 CHAIRPERSON PINKETT: Excuse me. May I

         18  interrupt you for one moment?

         19                 MS. GORDON: Certainly.

         20                 CHAIRPERSON PINKETT: We are trying to

         21  move ahead and I don't want to truncate your

         22  testimony, but I am going to ask you because we

         23  expect the Law Department after you, I would like to

         24  complete your hearing, so if you can just take the

         25  highlights?
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          2                 MS. GORDON: I will. Thank you. Yes,

          3  certainly.

          4                 CHAIRPERSON PINKETT: Okay, go ahead.

          5                 MS. GORDON: As you know, there have

          6  been three special elections since I last appeared

          7  before you, the Campaign Finance Program played a

          8  prominent role, and all ten candidates who were on

          9  the ballot were also program participants.

         10                 This was the first time that the new

         11  Campaign Finance Reform legislation at the City

         12  Council passed, as well as the Charter referendum

         13  were in effect so the candidates in the special

         14  elections were the first to receive matching funds

         15  on the 4-for-1 up to $250 matching formula, which in

         16  the special election is 4-for-1 up to $125 for

         17  matching funds.

         18                 The indications, both in terms of

         19  statistics and anecdotes are that the changes were

         20  very effective in fulfilling the intent of the

         21  reforms. The candidates got smaller contributions

         22  from City residents and the influence of wealthy

         23  contributors was diminished. We were also told that

         24  the candidates were now able to spend their time on

         25  the substance of campaigns rather than on
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          2  fundraising.

          3                 We had a number of preliminary

          4  findings that more contributors gave to campaigns.

          5  There were more contributions from small

          6  contributors, the average contribution size is

          7  lower, the candidates raised more from individuals

          8  and less from organizations, candidates raised more

          9  funds from within New York City and public funds

         10  made up the majority of candidate funds for the

         11  first time.

         12                 There may also have been an increase

         13  in voter turnout, that is less clear, but anyway

         14  there was some indication of that.

         15                 These elections went extremely well.

         16  There was a high degree of candidate compliance and

         17  attendance at our seminars and the use of C-SMART

         18  which made it possible for our staff for the first

         19  time to put up filings on the Internet the same day

         20  as they were received by us in our offices.

         21                 You asked that I address the matter

         22  of making payments on the basis of the 4-for-1 up to

         23  $250 contribution formula. As you know, there is a

         24  disagreement with the Administration about the

         25  proper interpretation of the Council's law against
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          2  the backdrop of the Charter Revision. Speaker

          3  Vallone, I would note, does agree with the Campaign

          4  Finance Board's interpretation, which was released

          5  to the public on October 23rd.

          6                 On December 1st of last year we

          7  submitted a budget modification request to Deputy

          8  Mayor Lhota requesting additional resources in light

          9  of our new mandates and in light of term limits

         10  which will vastly increase our workload with the

         11  number of candidates who come into the program. It

         12  also sought matching funds for the February Special

         13  Elections.

         14                 OMB declined to go forward with that,

         15  despite the fact that their declination meant that

         16  there were not enough appropriated funds for FY '99

         17  even under a 1 to 1 matching formula up to $1,000.

         18                 We responded and we do believe that

         19  sound fiscal policy requires that funds be allocated

         20  in the same fiscal year as they are going to be paid

         21  out to candidates, but we have to go to the reserve

         22  that is set up under the local law in order to be

         23  available for contingencies.

         24                 As you may also know, there were some

         25  stopped checks, two stopped checks, the Department
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          2  of Finance instructed the Chase Bank not to pay

          3  checks on our account, and we did alert the

          4  Corporation Counsel's Office when this happened. It

          5  so happened that the first check that was affected,

          6  both checks in fact were for 1997 candidates on the

          7  basis of the 1 to 1 up to $1,000 formula, and this

          8  was corrected. But no check relating to the February

          9  elections or the 4-for-1 up to $250 formula was

         10  affected.

         11                 I would also like to note that Local

         12  Law 48 was pre-cleared by the Justice Department,

         13  but only with respect to the 4-for-1 up to $250

         14  matching and not with respect to 1-to-1 up to

         15  $1,000.

         16                 The Board is committed to continuing

         17  to administer the program on the basis of the

         18  formula that it has determined is correct under

         19  Local Law 48 and the City Charter, and we note that

         20  the FY 2000 Preliminary Budget does not include

         21  sufficient funds to pay candidates for known

         22  impending elections and the likelihood of additional

         23  special elections this coming year.

         24                 You also asked about the recent

         25  proposal to relocate our agency away from its
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          2  current proximity to the City Board of Elections,

          3  City Hall. This is a matter of immediate concern. We

          4  now face the most sweeping changes in the law,

          5  including the new corporate ban and the charge to

          6  the Board to promulgate rules on doing business in

          7  soft money, and the largest field of candidates

          8  since the establishment of the program. We have

          9  alerted the Mayor that OMB's proposal to move the

         10  Board's offices would undermine the program's

         11  effectiveness for the candidates and the public and

         12  would be a crippling disruption during this

         13  transitional period of our operations, which would

         14  be disproportionate to any cost savings that might

         15  be realized and we questioned whether there would be

         16  any cost savings.

         17                 FY 2000 will be the first time that

         18  the budget process includes the new protection for

         19  the Campaign Finance Board that is provided for in

         20  the recent Charter revision, which now requires that

         21  the Board submits its own budget estimate to the

         22  Mayor and the Mayor includes the Board's figures in

         23  his Executive Budget submitted to the City Council.

         24  He cannot revise the figures, but he can comment of

         25  course on them. And the Charter also provides that
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          2  once the Executive Budget is submitted, the Board's

          3  budget is treated like the City Council's.

          4                 The current Preliminary Budget does

          5  not include the new needs I described that were

          6  submitted to Deputy Mayor Lhota in OMB previously.

          7  It does not include sufficient funds, I mentioned

          8  that already. It does not include -- for the Public

          9  Fund, it also does not include sufficient funds for

         10  Voter Guides that must be published this fall,

         11  including a possible Citywide Voter Guide, if there

         12  is a ballot proposal on the ballot.

         13                 Similarly, you should be aware that

         14  the FY 1999 budget did not reflect the actual cost

         15  of Voter Guides that were mailed out for the Charter

         16  Revision process. They were not funded out of our

         17  budget and similarly the public's fund, when we paid

         18  that out to candidates both from 1997 and in the

         19  special elections, those are expenditures that are

         20  not seen in the budget.

         21                 I do want to emphasize that while we

         22  anticipate the cost of the program will increase for

         23  the next fiscal year, we are committed to our own

         24  record of conservative restraint in fiscal matters.

         25  We have routinely returned unspent funds at the end
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          2  of the year, and we have also consistently and

          3  voluntarily absorbed pegs when we were able to do

          4  that.

          5                 In addition to that we have an

          6  aggressive policy of monitoring and enforcing the

          7  act which has resulted in savings of literally

          8  millions of dollars as well as criminal convictions,

          9  and I have attached to my testimony a letter of

         10  thanks from FBI Director Louis Freeh to Andy Levine,

         11  our Director of Campaign Finance Administration, for

         12  his assistance in the Ron Reale matter.

         13                 The Board continues to work hard to

         14  implement its new mandates. The three special

         15  elections went extremely well as an administrative

         16  matter and as a first test, but they are a small

         17  task compared to the 2001 elections which we will

         18  see huge numbers of candidates and to administer the

         19  program and fully implement the Board's new mandates

         20  will require additional resources in the next Fiscal

         21  Year.

         22                 Thank you, and I will be pleased to

         23  answer any questions. I tried to rush through that

         24  and summarized as best I could.

         25                 CHAIRPERSON PINKETT: Council Member
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          2  Sabini.

          3                 COUNCIL MEMBER SABINI: Thank you. And

          4  thank you for your testimony. I think you addressed

          5  the issue regarding the move fairly well, I think

          6  that raising that as an issue at the time of passage

          7  of our Local Law 48 sort of smelled.

          8                 Let me ask you, you published a Voter

          9  Guide for three special elections?

         10                 MS. GORDON: No.

         11                 COUNCIL MEMBER SABINI: You did not?

         12                 MS. GORDON: No.

         13                 COUNCIL MEMBER SABINI: Why not?

         14                 MS. GORDON: We only publish Voter

         15  Guides at the time of a regularly scheduled

         16  election.

         17                 In other words, this fall, even

         18  though they are special elections in the sense of

         19  occurring in an off year, they are occurring at the

         20  period of normal --

         21                 COUNCIL MEMBER SABINI: So, you will

         22  be publishing one this year?

         23                 MS. GORDON: -- September and

         24  November.

         25                 Yes.
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          2                 COUNCIL MEMBER SABINI: Because I

          3  remember you had published them in off years before,

          4  but I wasn't sure if it was a special --

          5                 MS. GORDON: Correct, that is how it

          6  works. Not for a time that is not a normally

          7  scheduled election.

          8                 COUNCIL MEMBER SABINI: Let me ask you

          9  a question that has policy ramifications and budget

         10  ramifications, and we are trying to be brief here

         11  because the Law Department I believe is here.

         12                 Your Board rendered a decision

         13  regarding the 1993 Dinkins Campaign that I found

         14  curious. My recollection was that the former Mayor

         15  sought to -- had some debt and sought to raise money

         16  to pay off that debt from people who had maxed out

         17  as contributors under your rules. And you ruled

         18  that, everyone being equal under the law, that he

         19  couldn't raise any more money from people who had

         20  maxed out, even though it is --

         21                 MS. GORDON: Years later.

         22                 COUNCIL MEMBER SABINI: Years later

         23  and, frankly, while we all have a lot of respect for

         24  the Mayor at this point in time, it is doubtful he

         25  would have lots of, as they would say, juice around
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          2  this City to lobby City agencies in this

          3  Administration.

          4                 Okay, I understand why you ruled that

          5  way. Let me give you a hypothetical that your

          6  policies prevent from happening, which I think is

          7  far more ethically challenged, and I will use the

          8  example of a former lobbying firm that doesn't exist

          9  anymore so no one is suspicious, that is also a law

         10  firm, Shea Gould, they don't exist anymore so nobody

         11  will be insulted.

         12                 Let's say that I as a candidate hired

         13  Shea Gould to do my election law work, and I ran up

         14  a bill of $100,000 and I get elected Mayor and I

         15  don't pay the bill because I don't have the money

         16  and I am in debt to them for $100,000. That in

         17  effect is an in-kind contribution.

         18                 Shea and Gould did lobbying in front

         19  of the City Council, in front of the Mayor's Office,

         20  when they existed. Why is not paying your bill,

         21  which seems to be in that case very ethically

         22  challenged, okay? But raising money to pay your bill

         23  is not okay, in the case of the Dinkins' Decision?

         24                 MS. GORDON: It is not okay is the

         25  answer. In that hypothetical law, a real case,
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          2  whatever it is, the $100,000 debt would be treated

          3  as a contribution, an in-kind contribution and it

          4  would be treated as a violation of the Campaign

          5  Finance Act and depending on whatever steps were

          6  taken, et cetera, and the circumstances, the Board

          7  would find that there had been a violation and take

          8  whatever steps were appropriate.

          9                 COUNCIL MEMBER SABINI: But Shea and

         10  Gould never got paid in that case.

         11                 MS. GORDON: Well, Shea and Gould may

         12  never get paid, but a candidate in most

         13  circumstances will be seeking to pay that debt by

         14  raising additional money.

         15                 The only problem about raising

         16  additional money from the Board's point of view is

         17  that it can't be done from people who have already

         18  maxed out.

         19                 COUNCIL MEMBER SABINI: I understand.

         20  But do you see the point I am trying to make, that

         21  it is in the creditor's interest not to have the

         22  bill paid, it is in the candidate's interest not to

         23  pay the bill because he or she doesn't have to raise

         24  any more money, yet it is a violation, but the money

         25  never changes hands.

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            15

          1  CAMPAIGN FINANCE BOARD

          2                 So, you may say it is a violation and

          3  fine the candidate X thousands of dollars, or

          4  whatever, but the bill never gets paid, the breach

          5  in ethics I believe is still there.

          6                 MS. GORDON: Because of the lobbying

          7  or just because you shouldn't be getting free

          8  services?

          9                 COUNCIL MEMBER SABINI: The lobbying.

         10                 MS. GORDON: Well, there you see -- I

         11  mean, I think there are a lot of legitimate

         12  questions that do arise on the lobbying side of the

         13  chart, and I think that is a question that you might

         14  want to address more in the context of the Conflicts

         15  of Interest Board rules, and if that is a subject of

         16  interest to the Council, we would certainly be happy

         17  to work together on trying to resolve whatever

         18  anomalies you think are there.

         19                 But I don't know that it is campaign

         20  finance law that is at fault in the hypothetical

         21  that you are raising.

         22                 COUNCIL MEMBER SABINI: Well, Ms.

         23  Gordon, you see the point I am trying to make here?

         24  You are right in terms of the Conflict of Interest

         25  Board that would be an issue, but the point is, we
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          2  almost have a disincentive to pay your creditors

          3  off. You are not allowing Mayor Dinkins to raise

          4  more money, and I am not saying I disagree with the

          5  decision, I understand the principle behind the

          6  decision, but at the same time there is almost this

          7  incentive not to pay the vendors off, whether it be

          8  lobbying or whether I just want to be cheap and not

          9  pay the vendor.

         10                 MS. GORDON: Well, I don't know that

         11  there is a disincentive. If you are talking about a

         12  true arm's length transaction, Shea Gould, I would

         13  assume, wants $100,000, they are not happy to have

         14  it --

         15                 COUNCIL MEMBER SABINI: Well, maybe

         16  not. Maybe they are happy to have access for their

         17  clients.

         18                 MS. GORDON: I don't know. I would --

         19                 COUNCIL MEMBER SABINI: See, that's

         20  just the point, you don't know and I don't know.

         21  That means that there is a question that has to be

         22  grappled with, and, again, while I can't disagree

         23  with the principle of what you did with former Mayor

         24  Dinkins, ultimately the bills don't get paid.

         25                 MS. GORDON: Well, let me come back to
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          2  square one, because I think what you have raised is

          3  important, and I think we have addressed it at least

          4  in an initial sense in our advisory opinion, and

          5  that is the Board does recognize that this matter in

          6  general, being able to pay off your debts after an

          7  election, is a serious problem, not just for David

          8  Dinkins but it is something that does come up from

          9  time to time. And at the moment the law simply

         10  provides for a contribution limit and we found no

         11  authority to diverge from that. And perhaps it would

         12  be appropriate for the Council to consider

         13  legislation that would somehow address that

         14  particular problem, find protections if something

         15  had lasted for a particular period of time, or give

         16  a particular amount of money, I don't know, I don't

         17  have a solution right here. But the Board has

         18  recognized it as a problem and has suggested that

         19  legislation would be a way to address it. And,

         20  again, if the Council would -- if you think this

         21  would be an appropriate thing for us to take up, we

         22  certainly will.

         23                 COUNCIL MEMBER SABINI: I don't have

         24  the answer either, I just wanted to note for you why

         25  I thought the hypothetical and the real situations
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          2  had sort of a parallel.

          3                 Thank you, Madame Chair.

          4                 CHAIRPERSON PINKETT: Has the Board

          5  had any further discussions with OMB regarding the

          6  matter of their moving and that this is the

          7  penalties for your decision to reimburse or to

          8  change the match for candidates?

          9                 MS. GORDON: What has happened is that

         10  our Chairman, Father O'Hare, has been in

         11  communication with the Mayor.

         12                 The Mayor said, when he was

         13  questioned about the matter, that this was a

         14  proposal that was made several levels below him,

         15  that he wasn't familiar with the details, and Father

         16  O'Hare has written to the Mayor alerting him to the

         17  details, explaining why in the Board's view this

         18  would have a crippling affect on the program, and

         19  that is where it stands now, that is what the

         20  communication is at this stage.

         21                 CHAIRPERSON PINKETT: So, as far as

         22  you know there is no further meeting scheduled to

         23  discuss this matter?

         24                 MS. GORDON: No meeting that I am

         25  aware of, no.
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          2                 CHAIRPERSON PINKETT: Has the Board

          3  looked into these new quarters to see if they are

          4  acceptable or adequate for the work that you do?

          5                 MS. GORDON: No. I will mention two

          6  things about that.

          7                 One is that we were told that we

          8  would have to take this space as is, that there

          9  would be no renovation done in order to make it

         10  suitable for the Board, which is very different from

         11  our other experience in moving. This entire matter

         12  came as a complete surprise to us and in contrast in

         13  the past when we had to move from 253 Broadway,

         14  which was swing space when we just were a new

         15  agency, the facilities management people showed us

         16  several different sites, talked to us about what our

         17  needs were and we worked together with them on an

         18  appropriate move, and in contrast, as I mentioned,

         19  this was done without consultation, without the

         20  needs of the agency in mind, and our Board has the

         21  view that for us to spend staff time at this stage

         22  looking at other premises when all this really is is

         23  a proposal by OMB that the Executive Budget has not

         24  been submitted, the Council has not acted, that that

         25  would be really in a way outside of our authority to
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          2  be spending time on that.

          3                 CHAIRPERSON PINKETT: This question of

          4  course is one that the Council cannot resolve, this

          5  is going to be the struggle of the Board, the

          6  Council will have the position of course, but this

          7  one is going to be one that the Mayor will have to

          8  struggle with Father O'Hare on, and we would hope

          9  that it can be resolved quickly.

         10                 Has the Board calculated the

         11  necessary increase and costs associated with the

         12  higher machine rates -- matching rates, for future

         13  elections?

         14                 MS. GORDON: If you are thinking in

         15  terms of 2001, I can only really speak in

         16  generalities at this point.

         17                 We did look at 1997, and we ran the

         18  formula over the data for 1997 and what came out was

         19  an approximate doubling.

         20                 Now, you can expect that it will be

         21  more than a doubling, because you can expect that

         22  candidates, when they run into 2001, will gear their

         23  campaigns to make maximum use of the formulas and

         24  other provisions of the law.

         25                 As we get data, which we do over the
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          2  four-year cycle, we will start to get a much better

          3  sense of what the likely costs are as we look at the

          4  filings that candidates put in, but I think that

          5  generality is probably the best round picture you

          6  can get.

          7                 I think it is also well to remember

          8  that in 1988, the various leaders in New York City's

          9  political life agreed to commit $28 million to the

         10  public fund for the 1989 elections alone, and

         11  cumulatively over all of the Citywide elections we

         12  have had, and special elections to date, almost 11

         13  years now, we have yet cumulatively to reach the

         14  figure that our elected leaders were talking about

         15  in 1988 just for the 1989 elections. So, I think

         16  that is a context in which this should be

         17  understood.

         18                 And I do want to just mention one

         19  other item. You said earlier that this is not an

         20  item that the Council would be involved in, I want

         21  to say that the Board is very hopeful that it will

         22  resolve this item that we were talking about

         23  earlier, I think you were alluding to the move, but

         24  it has been described as a cost savings, as a budget

         25  item, and in that context we would anticipate the
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          2  Council might have a role to play.

          3                 CHAIRPERSON PINKETT: I don't believe

          4  it is cost savings, but --

          5                 MS. GORDON: Well, I am just telling

          6  you how it has been characterized by OMB.

          7                 CHAIRPERSON PINKETT: I would say that

          8  if it comes down to a discussion in terms of budget,

          9  certainly there is a way in which it can be cast,

         10  and OMB says everything is a cost saving, such as

         11  new additional street lights. I look at the street

         12  repair and that must be the result of cost saving,

         13  except that somebody is going to fall and break a

         14  hip or a leg or an arm and then it is not cost

         15  effective at all.

         16                 But I think it is a war in the sense

         17  of this has to be resolved and there ought to be a

         18  better way of resolving a dispute of this magnitude.

         19                 And in this particular instance, I

         20  think that unless it becomes one where the Council

         21  and the budget of the City of New York is involved,

         22  and of course that remains a matter that can only be

         23  resolved by those two --

         24                 MS. GORDON: Yes, I did want to

         25  confirm what I think you understood from me which is
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          2  that the Board is anticipating and hopeful that it

          3  will be resolved quickly and through this process

          4  that I described earlier that Father O'Hare has

          5  initiated.

          6                 CHAIRPERSON PINKETT: I think we would

          7  agree with you on that. There are issues and issues

          8  and issues and I agree with you that this is an

          9  important issue, it is sort of a demotion in a sense

         10  of I will send you out of that office, since we do

         11  have City offices there, it seems not a logical step

         12  to make.

         13                 But anyway, thank you for your

         14  testimony.

         15                 MS. GORDON: Thank you.

         16                 CHAIRPERSON PINKETT: And we

         17  appreciate the work that you do. And we look forward

         18  to hearing from you again.

         19                 MS. GORDON: Thank you.

         20                 (Hearing concluded at 2:38 p.m.)
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