MEMORANDUM IN SUPPORT
Int. No. [____]
By Council Member Morano
TITLE:
A Local Law to amend the administrative code of the city of New York, in relation to limiting the circumstances in which participating candidates and their principal committees must repay public matching funds to the campaign finance board

SUMMARY OF PROVISIONS
This bill amends section 3-710 of the Administrative Code to refine and clarify the circumstances under which the New York City Campaign Finance Board (CFB) may require repayment of public matching funds.
Specifically, the bill:
· Requires a finding of fraud before repayment is mandated for overpayments of public funds;
· Requires a finding that misuse of funds was known or reasonably knowable to the candidate or committee before repayment is required for non-qualified expenditures;
· Clarifies standards governing when a candidate may be held personally liable for repayment;
· Requires that repayment claims be based on a final determination following adjudication; and
· Requires the CFB to stay enforcement of repayment claims while a candidate pursues a timely Article 78 proceeding challenging such determination.

JUSTIFICATION
New York City’s public campaign financing system is one of the most robust in the nation and plays an essential role in amplifying small donors and promoting broader participation in the democratic process. Maintaining public confidence in this system requires not only strong enforcement mechanisms, but also fairness, clarity, and due process for participating candidates.
Under current law, repayment of public funds may be required in circumstances that do not sufficiently distinguish between intentional misconduct and good-faith or technical errors. This can lead to outcomes where candidates and their committees are subject to significant financial liability even in the absence of fraud or knowing misuse of funds.
This legislation addresses that imbalance by ensuring that repayment obligations are more closely tied to culpability. By requiring findings of fraud or knowledge (or that misuse was reasonably knowable), the bill preserves the ability of the CFB to enforce the law against bad actors while protecting candidates who act in good faith.
The bill also clarifies the standards for personal liability, ensuring that such liability is imposed only where appropriate and based on specific findings. This promotes accountability while recognizing the practical realities of campaign operations, which often involve multiple actors and complex compliance requirements.
In addition, the bill strengthens procedural fairness by requiring that repayment claims be based on final determinations following adjudication. It further provides that enforcement of repayment claims must be stayed while a candidate pursues judicial review through an Article 78 proceeding. This ensures that candidates are not required to repay funds before having a meaningful opportunity to challenge the determination in court, thereby preventing irreparable harm and preserving the integrity of the review process.
Importantly, this legislation does not weaken the enforcement authority of the CFB with respect to fraud, intentional misconduct, or serious violations. Rather, it ensures that enforcement is proportionate, predictable, and consistent with fundamental principles of due process.

LEGISLATIVE HISTORY
This is a new bill.

EFFECTIVE DATE
This local law would take effect 120 days after it becomes law.

CONCLUSION
By refining repayment standards and strengthening procedural protections, this legislation enhances fairness and transparency within New York City’s campaign finance system while preserving its core purpose. It represents a balanced approach that protects both the integrity of public funds and the rights of candidates participating in the system.

