TEXAS ETHICS COMMISSION
P.O. Box 12070. Austin. Texas 78711-2070
(512) 463-5800

Steven D. Wolens, Chair Mary K. *“Katie” Kennedy
Chad M. Craycraft, Vice Chair Patrick W. Mizell
Randall H. Erben Richard S. Schmidt
Chris Flood Joseph O. Slovacek

EXECUTIVE SESSION AGENDA

Date and Time: 2:00 p.m., Wednesday, October 3, 2018
Location: Room E1.014, Capitol Extension, Austin, Texas

1. Call to order; roll call.

2. Executive session pursuant to Section 551.071, Government Code, Consultation
with Attorneys, and Section 551.074, Government Code, Personnel Matters;
Closed Meeting.

3. Discussion of pending litigation to seek legal advice relating to the following:

A. Cause No. D-1-GN-17-001878: Texas Ethics Commission v. Michael Quinn
Sullivan, in the 250" Judicial District Court in Travis County, Texas; Cause No.
03-17-00392-CV: Michael Quinn Sullivan v. Texas FEthics Commission, in the
Third Court of Appeals at Austin, Texas; and Cause No. 18-0580: Michael Quinn
Sullivan v. Texas Ethics Commission, in the Supreme Court of Texas.

B. Cause No. D-1-GN-14-001252: Empower Texans, Inc. and Michael Quinn
Sullivan v. State of Texas Lthics Commission, Natalia Luna Ashley, in her
capacity as Executive Director of the Texas Ethics Commission, Tom Ramsay,
individually and in his capacity as Commissioner; et al.; in the 53 Judicial
District Court of Travis County, Texas; and related case, Cause No. 03-17-00770-
CV: Empower Texans, Inc., and Michael Quinn Sullivan v. Tom Ramsay in his
individual capacity, et al.; in the Third Court of Appeals, Austin, Texas.

C. Cause No. D-1-GN-15-004455: Texas Ethics Commission v. Empower Texans,
Inc. and Michael Quinn Sullivan, in the 345" Judicial District Court of Travis
County, Texas; and related case. Cause No. 03-16-00872-CV: Empower Texans,
Inc., and Michael Quinn Sullivan v. Texas Ethics Commission, in the Third Court
of Appeals, Austin, Texas.

For more information, contuct Seana Willing, Executive Direcior, at (512) 463-5800.
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8.

D. Causce No. D-1-GN-16-000149: Texas Home School Coalition Association. Inc. v.
Texas Ethics Commission. in the 261% Judicial District Court of Travis County.
Texas: and related case, Cause No. 03-17-00167-CV: Texas Home School
Coalition Association, Inc. v. Texas Ethics Commission, n the Third Court of
Appeals, Austin, Texas.

Discussion and seeking legal advice regarding the TEC’s rulemaking authority.

Discussion and seeking legal advice regarding referrals and orders under
Subchapter I (Enforcement), Chapter 571, Texas Government Code.

Discussion of personnel matters related to Executive Director, General Counsel
and/or Director of Enforcement.

Reconvene in open session.

Adjourn.

CERTIFICATION: 1 certify that I have reviewed this document and that it conforms to
all applicable Texas Register filing requirements. Certifying Official & Agency Liaison:
Seana Willing, Executive Director.

NOTICE: Under the Americans with Disabilities Act, an individual with a
disability must have an equal opportunity for effective communication and
participation in public meetings. Upon request, the Texas Ethics Commission
will provide auxiliary aids and services, such as interpreters for the deaf and
hearing impaired, readers, and large print or Braille documents. In determining
the type of auxiliary aid or service, the Commission will give primary
consideration to the individual's request. Those requesting auxiliary aids or
services should notify Margie Castellanos at (512) 463-5800 or RELAY Texas
at (800) 735-2989 two days before this meeting so that appropriate
arrangements can be made. Please also contact Ms. Castellanos if you need
assistance in having English translated into Spanish.

For more information, contact Seana Willing, Fxecutive Director, at (512) 463-5800.
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TEXAS ETHICS COMMISSION
P.0O. Box 12070, Austin, Texas 78711-2070
(512) 463-5800

Steven D. Wolens, Chair Mary K. “Katie™ Kennedy
Chad M. Craycraft, Vice Chair Patrick W. Mizell
Randall H. Erben Richard Schmidt
Chris Flood Joseph O. Slovacek
PUBLIC MEETING AGENDA
Date and Time: 4:00 p.m., Wednesday, October 3, 2018
Location: Room E1.014, Capitol Extension, Austin, Texas
1. Call to order; roll call.
RULEMAKING

RULES FOR ADOPTION

2. Discussion and possible action on the adoption or proposal and publication in the
Texas Register of an amendment to Ethics Commission Rules § 18.7, regarding
the late filing of a report when the Commission’s office is closed.

3. Discussion and possible action on the adoption or proposal and publication in the
Texas Register of new Ethics Commission Rules Chapter 16 (Facial Compliance
Review & Full Audits), including §§ 16.1 — 16.11, regarding procedures for facial
compliance reviews and audits.

4. Discussion and possible action on the adoption or proposal and publication in the
Texas Register of an amendment to Ethics Commission Rules § 26.1, regarding
political advertising on the Internet.

PROPOSED RULES
5. Discussion and possible action on the proposal and publication in the Texas
Register of new Ethics Commission Rules §16.12, regarding facial compliance

reviews.

For more information, contact Seana Willing, Executive Director, at (512) 463-5800
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6.

10.

1.

12.

13.

Discussion and possible action on the proposal and publication in the Texas
Register of an amendment to Ethics Commission Rules § 12.35. regarding
frivolous complaints.

Discussion and possible action on the proposal and publication in the Texas
Register of an amendment to Texas Ethics Commission Rules § 50.1 (Legislative
Per Diem) relating to the legislative per diem required to be set under Article III,
Section 24a, of the Texas Constitution.

Discussion and possible action on the proposal and publication in the Texas
Register of an amendment to Ethics Commission Rules Chapter 34 (Regulation of
Lobbyists) and new rule § 34.77, regarding the disclosure of foreign agent
registration number on file with United States Attorney General.

Discussion and possible action on adjustments to reporting thresholds based on
rate of inflation under Government Code § 571.0064.
OTHER POLICY MATTERS

Discussion and possible action regarding the termination of a campaign treasurer
appointment for the following inactive individuals:

1. Frances V. Dunham (00070817)
2. Gabriel D. Farias (00080116)

Report more than 30 days late: Discussion and possible action regarding the
imposition of an additional fine on the following filers:

Personal Financial Statements

1. Lawrence Wade Johnson (00082419)
2. Robert Christopher Walden 11 (00082421)

Candidates/Officeholders

3. Bernardo T. Aldape III (00080183)
4. Phyllis J. Wolper (00066433)

Discussion and possible action on the approval of a format for electronic filing of
campaign finance reports, as proposed by Lee County.

Adjourn.

For more information, contact Seana Willing, Executive Director, at (312) 463-3800
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CERTIFICATION: 1 certify that I have reviewed this document and that it conlorms (o
all applicable Texas Register filing requirements. Certifying Official & Agency Liaison:
Seana Willing, Executive Director.

NOTICE: Under the Americans with Disabilities Act, an individual with a
disability must have an equal opportunity for effective communication and
participation in public meetings. Upon request, the Texas Ethics Commission
will provide auxiliary aids and services, such as interpreters for the deaf and
hearing impaired, readers, and large print or Braille documents. In determining
the type of auxiliary aid or service, the Commission will give primary
consideration to the individual's request. Those requesting auxiliary aids or
services should notify Margie Castellanos at (512) 463-5800 or RELAY Texas
at (800) 735-2989 two days before this meeting so that appropriate
arrangements can be made. Please also contact Ms. Castellanos if you need
assistance in having English translated into Spanish.

For more information, contact Seana Willing, Executive Director, at (512) 463-5800
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AGENDA 3, ITEM 2, EXHIBIT A
EXHIBIT A
Text of Proposed Rules

The proposed new language is indicated by underlined text.
Chapter 18. GENERAL RULES CONCERNING REPORTS
§18.7. Timely Reports and Complete Reports.

(a) A report is timely if it is complete and is filed by the applicable deadline using the reporting
method required by law.

(b) The deadline for any report filed electronically with the commission is midnight Central
Time Zone on the last day for filing the report under the taw requiring the filing of the report.

(c) A report is late if it is:
(1) incomplete;
(2) not filed by the applicable deadline; or

(3) not filed by computer diskette, modem, or other means of electronic transfer and the
filer is required by law to file using one of these methods.

() A report filed clectronically is not late if;

(1) the commission’s office is closed on the deadline and the report is filed by midnight,
Central Time Zone. on the next regular business day, excluding a legal holiday. when the
commission's nllice is open; or

(2) the comumission cannol_accept reports on the deadline because the agency liling
system is not accessible or the agency network is ingperable and the report is filed by
midnight, Central Time Zone. on the next r¢gular business day, excluding a legal holiday,
thal the commission iy able to aceepl reporls.,
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AGENDA 3, ITEM 6, EXHIBIT A

EXHIBIT A
Text of Proposed Rule Amendment

The deleted language is indicated by [strikethreugh] text.
CHAPTER 12. SWORN COMPLAINTS
SUBCHAPTER A. GENERAL PROVISIONS AND PROCEDURES

§12.35. Frivolous Complaint.

[ta)—By-a —record—vote—ed—east—six— comnss : HIHSSHOR—RaY  order—a
comphainant to- %]KMHHHH—]—V—H%-&&H}HH}bﬁ(%ﬁ-—%hﬁl—l—}fl—ﬁ&){—de%e{ﬂ]i ne-that-the coniphant
bled-by thecomplmmri-adrnvolous complaint |

[68}] In deciding if a complaint is frivolous, the commission will be guided by the Texas
Rules of Civil Procedure, Rule 13, and interpretations of that rule, and may also consider:

(1) the timing of the complaint with respect to when the facts supporting the alleged
violation became known or should have become known to the complainant, and
with respect to the date of any pending election in which the respondent is a
candidate or is involved with a candidacy, if any;

(2) the nature and type of any publicity surrounding the filing of the complaint, and
the degree of participation by the complainant in publicizing the fact that a
complaint was filed with the commission;

(3) the existence and nature of any relationship between the respondent and the
complainant before the complaint was filed;

(4) if respondent is a candidate for election to office, the existence and nature of any
relationship between the complainant and any candidate or group opposing the
respondent;

(5) any evidence that the complainant knew or reasonably should have known that
the allegations in the complaint were groundless; and

(6) any evidence of the complainant’s motives in filing the complaint.

[(c} Notieeotfashow-cause hearingmust-be given at-leastH-bastness-days-beforethe-daute
ofthe-hearing. Notice shitbbesentby-repitered orcerttied nraib-restrieled-deliven—return

IMS (September 16, 2018)



ol ¥ Potice of an order To shovwecamseshalbanciode:
EH wi-explamtion ol why-the-camplaint appoary (e-betrbeodote—ad

(23 the date, thne, and-place of the shovw-cause hiearing 1o be held uider subseetion (o) of

Heaestiens

te) Helwre pithe—a—dolermninehon—thab— complaint s—a—hrekows—eomplamt. the
comrssos—=hall hold a hearingatwhich-the complainant may be hewrd and—nay—be
represeiled -Pe-counsel retared-bythe complainant|

IMS (September 16, 2018)



AGENDA 3,1TEM 7, EXHIBIT A

Exhibit A

Legislative Per Diem Rule Amendment

The deleted text is indicated by [strikethrousgh] text.
The amended proposed new language is indicated by underlined texi,

§ 50.1. Legislative Per Diem
(a) The legislative per diem is $190 — 221 [$4968]. The per diem is intended to be
paid to each member of the legislature and the lieutenant governor for each day

during the regular session and for each day during any special session.

(b) If necessary, this rule shall be applied retroactively to ensure payment of the
$190 — 221 [$490] per diem for 2019 [2645].

IMS (September 19, 2018)
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AGENDA 3, ITEM 8, EXHIBIT A

EXHIBIT A
Text of Proposed Rule

The proposed new Janguage is indicated by underlined text.
Chapter 34. REGULATION OF LOBBYISTS

Subchapter C. COMPLETING THE REGISTRATION FORM

§34.77. Disclosure of Registration under Foreign Agents Registration Act.

The registration of any person who has also filed an active registration statement under the
Foreign Agents Registration Act of 1938, as amended (22 U.S.C. §611 et seq.), must
include the registration number assigned to the registration statement by the United States
Attorney General until the registration statement is terminated.

IMS (September 19, 2018)









Mr. Steven D. Wolens
August 9, 2018
Page 2

The Texas Ethics Commission could simply require Texans who register as lobbyists to check a
box or otherwise simply disclose whether they are also required to register with the U.S. Justice
Department under the Foreign Agents Registration Act. Such increased transparency will improve
the system and help ensure that efforts to exert foreign influence on Texas state government are
properly disclosed.

Thank you for your consideration.

Sincerely,

gyl garh pmor
Giovanni Capriglione Sarah Davis

State Representative State Representative

District 98 District 134



TEXAS ETHICS COMMISSION

P.O. Box 12070, Capitol Siation
Austin, Texus 78711-2070

Steven D Wolens
Chatr

Chad M Criyeratt
Vice Chanr

Scana Willing
Excoutive Ihreeiorn

August 13,2018

Representative Giovanni Capriglione
District 98

Room £2.610

P.0. Box 2910

Austin, Texas 78768

Representative Sarah Davis
District 134
Room GW 4
.0. Box 2910
Austin, Texas 78768

Dear Representative Davis and Representative Capriglione:

Commissianers

Rondall 11. Lrben

Chris Flood

Mary K "Kntic® Kennedy
Patrick W, Mizell
Richard 5. Schmidi
Joseph €} Slovieek

Just a note 10 acknowledge receipt of your August 9, 2018 letier regarding pessible changes to the lobby

forms to require disclosure of registered foreign agents.

We are looking at our authority to make this change and the feasibility and cost of doing so.

We will respond more fully to your request as soon as possible.

ind regards,

’al'll"nl'.u'”h‘(.'.\'. ST LYty
(512) 463-5800 - FAX (512)463-5777 - TDD (800) 735-2989

Pramoting Public Confidence in Gaverament


































Personal Financial Statements: Section
of Gov't Code

572.023(b)Y(16)(E)i)

Threshold Tvpe

category of amount of bound counsel
fees paid to individual's firm

Current Threshold Amount

at least $5.000 but less than $10,000

Adjusted Amount Rounded
up to Nearest $10

572.023¢(b)(16)(EX(ii1)

category of amount of bound counsel
fees paid to individual's firm -

at least $10,000 but less than $25,000

572.023(b)(16)EXiv)

category of amount of bound counsel
fees paid to individual's firm

$25,000 or more







AGENDA 3, ITEM 11, EXHIBIT B

L AL

Phone: 979/540-2731
Fax: 979/540-2732

i ?'}' (i? +

September 4, 2018

Ms. Seana Willing

Executive Director, Texas Ethics Commission
P.0O.Box 12070

Austin, TX 78711-2070

Ref: Lee County campaign finance filings

Dear Ms. Willing,

With this Jetter, Lee County Elections Administration is requesting permission to accept campaign
finance filings from local filers through an electronic filing application. Specifically, we are
requesting to use EasyCampaignFinance from EasyVote.

EasyVote's EasyCampaignFinance module is a comprehensive campaign finance software package
that provides election offices with a robust, easy-to use online tool to automate the filing and
management of the necessary forms for campaign finance reporting designed to meet state
requirements.

If you require further information on the software from EasyVote, you may contact Mr. Jason M.
Barneit, Director of Business Development at 512-378-3B34 or by email at
ibarnett@easyvolesoiulions,coi.

We believe that automating the process, much as the Texas Ethics Commission has done for State
filers, will make for a smoother process for both the filer and for the Lee County Elections
Administrator.

If you require further information, please do not hesitate to contact me at $79-540-2731 or hy
email at carla.arldt@co.lee.tx.us.

Sincerely,

Carla R, Arldt, REQ
Elections Administrator
Lee County, Texas

Attachments

Oy
- uX
Tepagqn®

Lee County _,-_,{p.’TB Ops,
Flections Administrator :.:?a
P.0O. Box 480 $=
Giddings, TX 7894z TN
“ at.

KX R



The Lee County Elections Office is seeking a Campaign Finance System for receiving and processing of
disclosure reports that improve efficiency for this office, the elected officials and candidates using the
system, and the general public accessing the system’s data. The Lee County Elections Office is interested
in a campaign finance system that includes the following requirements and/or features:

Cloud Based
Reducing the need for hardware/software support from the County IT department.

Saa$ pricing model with no long term contracts
Eliminating the need for a significant upfront investment.

System specifically designed for Campaign Finance and supported by individuals with a clear
understanding of Campaign Finance and Elections law.

US based support

Secure Electronic Submission

Candidates can quickly and efficiently submit their filings securely online, via a standard web
browser. Within the module, each candidate completes, submits and updates all required
forms. Submissions are time-stamped and cataloged by the system, ensuring an audit trail.

o Each electronic submission will contain a sworn statement by the person required to
file the report along with their digitized signature per Tex. Elec. 254.036(h) and in
compliance with commission specifications.

Detailed Search & Reporting
Election staff can view a complete history of all campaign finance events including form
submissions and communication with the office.

Public Display

Having a hosted system outside the county network, Election staff can quickly post submitted
reports for public viewing. The public interface will provide access to current and archived
reports for candidates.

Automated Communication & Notifications

Election staff can easily and quickly communicate with candidates, directly or en masse via the
system’s online tool. Reporting deadlines and other regulatory initiated notifications are pushed
to the appropriate campaign staff. Other custom notifications can be created/set by the
election administrator.

Import Candidate History
The system will allow us to import and or save historical information for candidates.

Searchable Document Retention System Tied to Statute

Stores documents for the statutory retention period by candidate file or document type with a
time stamp built in to know when the document can be discarded. System may include a search
feature for ease of locating documents.



e Personalized and Secure Candidate Profile
Allow each new candidate to access the system, create an account, a profile, and allow them to
submit forms or complete process(es) applicable to their situation.

What Makes EasyCampaignFinance Stand Qut from the Competition?

e Cloud based software with US support both locally and virtually;

» User friendly system with a dedicated portal for each user (county staff, candidate/ official, and
public);

e Software is scalable to fit the evolving needs of the county and/or changes to law or regulation;

e Dedicated team of experts in the areas of campaign finance and elections both at the local and
state level.



EasyVote System Recovery

1 Introduction

EasyVote is based on a 5aas (Software as a Service) model and operates with the assumption that all
of our customers have access to an Internet connection. That being said, SaaS must be available
94.6% of the time so that no customers experience outages due to the infrastructure that we supply
being inaccessible at any time. Since EasyVote is entirely based on a green field build out on
Microsoft Azure, the benefits of Cloud Based computing are inherited from the core of the Azure
redundant and scalable architecture.

Azure provides the highest enterprise level performance and recovery tools as well as services that
warn of saturation points before they become a problem. Below is one of the Azure dashboards that
are used 24{7 to ensure the level of performance required by our customers.

TP

841, 56

26844

582 13116 o~

These dashboards allow the creation of Alerts that will send SMS and Emails to warn our
administrators of any possible performance hampering issues.

1.1 Scale Out, Not Up

Adding more hardware is preferable to upgrading hardware. This is a new standard in the world of
Cloud computing. As demand increases the Azure Auto Scale feature will initialize more hardware to
handle the load, and as the load requirements diminish, hardware is taken offline.






2.1 SQL Server Details

The backbone of any searchable data storage is of course the database. With today’s rise of the
NoSQL databases, EasyVote has integrated this new technology into the appropriate places and
taken full advantage of these new techniques.

EasyVote uses a hybrid approach by utilizing SQL based storage (Azure MSSQL Server) and NoSQL
storage (Azure DocumentDB) to ensure the best performance as well as the maximum flexibility to
satisfy our customer’s feature requests.

The EasyVote Microsoft SQL Server is replicated in Virginia as well as California. The physical
separation of the primary and secondary databases ensures that your data is always available.

Log Shipping ensures that the databases are always in sync with each other so that when anissue
arises, the Auto Fail Over will forward all SQL statements and queries to the secondary database.
Once the issue is resolved the Fail Over recovery mechanism will resync the primary database and
restore all edited data to the newly recovered production database.

Geo-Replication

Select & region on the map or from the Target Regions list to create a secondary database.




Here are some more details about the Active geo-replication aspects of Azure SQL
Server;

Database-level disaster recovery goes quickly when you've replicated transactions to
databases on different SQL Database servers in the same or different regions.

Cross-region redundancy allows applications to recover from permanent loss of a
datacenter caused by natural disasters, catastrophic human errors, or malicious acts.

Online secondary databases are readable, and they can be used as load balancers for
read-only workloads such as reporting.

With automatic asynchronous replication, after an online secondary database has been
seeded, updates to the primary database are automatically copied to the secondary
database.

(G X
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2.2 Disaster Recover Drills for SQL Server

Once a month, EasyVote DevOps performs a disaster recover drill. There is about a 25 second delay
once the FAILOVER command is executed on the SQL Server and the secondary database takes over.
All data is replicated before the test fail over is execute. Below is the TSQL command to execute to
perform a test.

LALTER DATABASE <MyDB> FAILOVER;

In the event that disaster has occurred, the failover can be performed manually or automatically.
Sometimes the automatic fail over does not react fast enough so the DevOps team can force the
failover immediately by running the command below.

[ALTER DATABASE <MyDB> FORCE_FAILOVER ALLOW DATA LOSS;

2.3 File Storage

Azure File Storage is automatically protected from failure by the Microsoft Data Centers redundant
servers and disk drives. This is a guaranteed service that requires no maintenance or testing from
the DevOps as it is always available with a 99.90% uptime.

2.4 DocumentDB (NoSQL)

Azure DocumentDB is an enterprise level generic document (JSON/XML) storage and querying
service that allows EasyVote to store unstructured data in a safe and efficient architecture.

DocumentDB has a 99.99% uptime and is by far the safest location for your custom fields and
Campaign finance documents.






EasyCampaignFinance Administration Initial Set-Up

A. Logging into System

Double Click the EasyVote Icon on your desktop

Enter your username (you will have to put the cursor in the box)
Enter your password

Choose Location from drop down menu

Click Login

groOD =

B. Admin Tab (Single Click ONLY)
. Click County Setup
Enter County Name (i.e. Franklin — do not include the word county)
Enter Address — City, State and Zip
Enter Phone and Fax number
Enter Filer ID (this is the Q number issued to you by the Ethics Department)
Upload County Logo (must be .png)
a. Click Upload under County Logo
b. Locate file on your computer
c. Click Open
d. Click Save Changes
e. Click Close This Form

S e

C. Campalgn Finance Tab (Single Click ONLY)
. Dashboard is viewable only — you must click on Officials tab to work
documents
2. Officials (once candidate has green check beside name you can begin
accepting documents from them and uploading documents to public site)
a. To ACCEPT/REJECT document and send to ethics

1. Highlight candidate/elected official name

2. Highlight document name on right under Uploads/Filings

3. Click Edit/View to Change name of Document, Click Save
Changes, Click Close This Form

4. Click Reject/Accept — Click Accept Submission to ACCEPT — Enter
Reason if you want to REJECT and then Click Reject

5. Once submission has been ACCEPTED - highlight document
name and click Send to Ethics — If will ask if you are sure — click
YES - it will ask if you want to make public — click YES

b. To Upload Scanned Document

1. Find document and drag and drop under Uploads and Filings

2. Once document has been dropped under the correct tab you can
change date, type of document and description — click UPLOAD
DOCUMENT



3. You would need to click on Edit/View and under Status click the
circle beside ACCEPTED - click Save Changes — click Close This
Form
4. You would then follow the steps above to Send to Ethics
3. All activity
a. This tab show all activity for all candidates/elected officials)

TABS ACROSS TOP

1. Access Request (this tab is used to approve candidate/elected official access)
a. Highlight name
b. Click Accept/Active or Deny/Inactive (if you click Deny — give reason)
2. Update Blog (like a personal website for candidates)
Click New Blog Entry
Choose Expiration Date
Enter a Subject
If applicable, insert URL
Enter information that you want your candidates/elected officials to know)
Click Save
. Click Close This Form
3. Send Bulk E-Mail
a. Choose the candidates/elected officials you would like to send e-mail
4. Send Bulk SMS
a. Choose the candidates/elected officials you would like to send text
5. Email Content
a. You can personalize any of the emails that are automated. DO NOT
remove the links that we have in the emails that have them to click to reset
password or click to complete registration)
After Thank You, put in your contact information
You can change all email content before you have to Save Change
When all emails are complete — click Save Changes
e. Click Close This Form
6. Resend Invites (used if candidate/elected official does not complete registration)
a. When you click Resend Invites — it will resend the email asking them to
complete their registration (at this time it sends to everyone that has not
completed their registration — 2015 release you will be able to choose who
to send to)
7. Doc Due Dates
a. Double Click on the dates that documents are due (at this point everything
defaults to CCDR being due — but with new release in 2015 you will be
able to select which document will be due)
b. You must enter document due dates for each of the four (4) tabs (Less
than $2500, $2500 or More, $5000 or More, Non Election Year)
c. Click Close This
8. Office List (you must enter each office that is elected in your city/county)
a. Click New Office

@00 o

coo



b. Enter Name of Office
c. Click Save



EasyCampaignFinance Candidate Instructions

PO~

Open browser of choice (IE, Firefox, Chrome, Safari, etc.)

Enter: easyvote.county.com in address bar

Click on Officials/Candidates at top right

Click Register (there is a video to the left after you click Register — if you need further

assistance)

a.
b
c.
d.
e
f.

g.
h. Click REGISTER

Select your County/City from drop down menu
Enter your email address

Enter your first name

Enter your last name

. Cell Phone is optional

Choose the office you are running for from the drop down menu under Office
Occupying/Running for
Enter code in box

i. You will be sent an email thanking you for registering
ii. After the Filing Clerk has approved you — you will receive an e-mail with a
link to click to complete your registration.
iii. After your registration is completed — you will be ready to login and begin
submitting your documents.

To Submit Documents
1. Follow Steps 1-3 from above
2. Click on Login

a.
b.

c.
d.

Enter your email that you registered with
Enter the password (if you forgot your password — click the link “Forgot
Password?”
Click Login
Click on File Reports (Instruction Video is a 5 minute video to give you
instructions on how to complete the forms.)
i. Click Wizard/Upload next to the form that you want to complete
ii. Click Start Wizard
ii. The forms are broken down in to small snippets (after you complete each
page — click NEXT STEP
iv. You will always be able to view your document before submitting (in pdf
format) — if your document is complete on the review page — click E-
Sign/Submit
v. Enter the code on the right (security code)
vi. Check the box next to “By checking this box you are certifying that
statements on this form are complete, true and accurate.”
vii. Click Submit
viii, You will be defaulted back to the front page
ix. Click on My Submissions and look under STATUS and you will see that
your form has been Submitted
x. When the Filing Clerk has accepted your form — the Submitted will be
changed to Accepted
xi. When the Filing Clerk has faxed your form to Ethics — the Accepted will
be changed to Faxed to Ethics



xii. When you look under STATUS and it says NEW — that means that you
have not E-Signed/Submitted your form.






TEXAS ETHICS COMMISSION
P.0. Box 12070, Austin. Texas 78711-2070
(512) 463-5800

Steven D. Wolens. Chair Mary K. “Katie™ Kennedy

Chad M. Craycralft, Vice Chair Patrick W. Mizell

Randall H. Erben Richard Schmidt

Chris Flood Joseph O. Slovacek
PUBLIC MEETING AGENDA

Date and Time: 9:00 a.m., Thursday, October 4, 2018

Location: Room LE1.014, Capitol Extension, Austin, Texas

. Call to order; roll call.

2. Comments by Commissioners.
3. Discussion about policy for Texas Ethics Commission spokesperson.
4. Update regarding Texas Ethics Commission Legislative Appropriations Request

for FY 2020-2021.

S. Approve minutes for the following meetings:
o Executive Session — June 26, 2018; and
o Public Meeting — June 27, 2018.

ADMINISTRATIVE WAIVERS, REDUCTIONS,
APPEALS OF FINES

0. Discussion and possible action on appeal of fines increased by the Commission,
and on appeals of determinations made under Ethics Commission Rules §§ 18.25
and 18.26 relating to administrative waiver or reduction of a fine, for the following
individuals and legislative caucus:

Larry S. Smith (00080158)

Laura R. Thompson (00080388) — reconsideration
Amanda J. Marzoullo (00065422)

Perry L. Fowler (00067017)

Kelly Sullivan (00081216)

Cooke W. Kelsey (00082053)

SN BB =

For more information, contact Seana Willing, Executive Director, at (512) 463-5800
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Texas Fthics Commission Public Mectine Avenda for October 4, 2018

7. Cheryl Surber (00082432)
8. Daniel “Dan” Wyde (00058687)

7. Discussion and possible action to waive or reduce the late-filing penalty in
connection with a corrected report or to determine whether the corrected report as
originally filed substantially complied with the applicable Jaw for the following
individuals and political committees:

1.
2.
3.

v

e S

12.

13.
14.
15.
16.
17.
18.

19.
20.
21.
22.
23.
24.

25.

Ana Lisa Garza (00065756)

Katherine Elizabeth “Katy” Boatman (00082007)

Melissa Johnson, Treasurer, “CCRW” Clear Creek Republican Women
(00054674)

Christopher A. Miller (00082030)

Stuart M. Lane, Treasurer, “DFW Conservative Voters” Dallas/Fort Worth
Conservative Voters (00050436)

Jill A. Wolfskill (00082329)

Robert J. Ramos (00081852)

Roman James Alfred McAllen (0081739)

Sheri Soltes (00081732)

Tom Banning, Treasurer, Texas Academy of Family Physicians PAC
(00016860)

Susan R. Barrick, Treasurer, “TDW PAC” Texas Democratic Women PAC
(00053935)

Sarah J. Roddy, Treasurer, “Tex Hy-PAC” Texas Dental Hygienists’
Political Action Committee (00015952)

Christopher S. “Chris” Shields, Treasurer, Ag Air PAC (00016365)
Patricia A. “Pat” Hardy (00051772)

Eric L. Johnson (00065751)

J.D. Sheftield (00066222)

Carlos Antonio Raymond (00080137)

David E. Gibson, Treasurer, Texas Corn PAC of the Corn Producers
Association of Texas (00068159)

Dabney D. Bassel (00080342)

Kirsten B. Cohoon (00081710)

Mark J. Beausoleil (00082310)

Christopher V. Tyrone, Treasurer, “HCFFCIFRG™ Haltom City Firefighters
Committee for Responsible Government (00065031)

Abel J. Austin, Treasurer, “SSPFRG” Sulphur Springs Professional
Firefighters for Responsible Government (00082694)

Charles Shockley, Treasurer, “CFFRG” Carrollton Firefighters for
Responsible Government (00053132)

Jay A. Thompson. Treasurer, “AFACT" Association of Fire & Casualty
Cos. of Texas PAC (00017277)

For more information, contact Seana Willing, Fxecutive Director, at (512) 463-5800.
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26.  Aida R. Rojas (00065785)

27.  Jason B. Huddleston (00081916)

28.  Don Dyer, Treasurer, New Leadership PAC (00082072)

29.  Scott Janson, Treasurer, Texas Beverage Alliance of the Texas Package
Stores Association (00016036)

30.  Greg Hitt (00081849)

31.  Audra L. Conwell, Treasurer, “IPRX PAC” Independent Pharmacists RX
PAC (00068711)

32,  Claudia Natali Hurtado (00082288)

33.  Kiristin Tassin (00082010)

34, Lilllie J. Schechter, Treasurer, “HCDP” Harris County Democratic Party
(CEC) (00015507)

35. Henry G. “Hank” Segelke (00082315)

36.  Steven Halvorson, Treasurer, “TOP PAC” TOP Political Action Committee
(00066821)

37.  Whitney Tymas, Treasurer, Texas Justice & Public Safety PAC (00082400)

38.  Kent W. Johns (00082373)

39.  Guadalupe “Lupe” Valdez (00082283)

40.  Karrie C. Washenfelder, Treasurer “FBEF-COPE” Fort Bend Employee
Federation Committee on Political Education (00055453)

41.  American Wind Action, Entity Filing Direct Campaign Expenditure (DCE)
Reports (00082640)

ADVISORY OPINIONS

8. Discussion of Advisory Opinion Request No. SP-14: Whether a judge or a
candidate for judicial office may use public resources for campaign purposes, and
whether an associate judge may wear judicial robes and use the title “associate
judge” in political advertising.

This opinion request construes sections 255.003 and 255.006 of the Election Code
and section 39.02 of the Penal Code.

9. Update regarding Advisory Opinion Request No. AOR-628: Whether section
572.069 of the Government Code would prohibit a former employee of a state
agency from accepting employment from a person to which the state agency had
awarded a contract.

This opinion request was withdrawn by the requestor.

For more information, contact Seana Willing, Executive Direcror, at (312) 463-5800
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OTHER POLICY MATTERS

10.  Discussion of possible recommendations tor statutory changes to the 86th
Legislature as required by § 571.073 of the Government Code.

11.  Discussion and possible actionon a petition for rulemaking concerning the
designation of a corporation's political contributions made to a general-purpose
committee for administrative expenses under § 253.100(a) of the Election Code.

12. Discussion and possible action on the proposal and publication in the Texas
Register of new and amended Ethics Commission rules regarding corporations and
labor organizations making political expenditures to finance the establishment and
administration of, and solicitation of political contributions to, a general-purpose
committee and making political contributions to a political committee for
supporting or opposing measures exclusively under §§ 253.096 and 253.100 of the
Election Code.

13.  Discussion of unfinished business from the Public Meeting Agenda for October 3,
2018.

14.  Adjourn.

CERTIFICATION: 1 certify that I have reviewed this document and that it conforms to
all applicable Texas Register filing requirements. Certifying Official & Agency Liaison:
Seana Willing, Executive Director.

NOTICE: Under the Americans with Disabilities Act, an individual with a
disability must have an equal opportunity for effective communication and
participation in public meetings. Upon request, the Texas Ethics Commission
will provide auxiliary aids and services, such as interpreters for the deaf and
hearing impaired, readers, and large print or Braille documents. In determining
the type of auxiliary aid or service, the Commission will give primary
consideration to the individual's request. Those requesting auxiliary aids or
services should notify Margie Castellanos at (512) 463-5800 or RELAY Texas
at (800) 735-2989 two days betore this meeting so that appropriate
arrangements can be made. Please also contact Ms. Castellanos if you need
assistance in having English translated into Spanish.

For more information, contact Seana Willing, Executive Director, at (512) 463-5800.
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ADMINISTRATOR’S STATEMENT
86th Regular Session, Agency Submission, Version 2
September 14, 2018

TEXAS ETHICS COMMISSION

The Texas Ethics Commission (TEC) remains focused on its mission to promote public confidence in government by
administering and enforcing the State’s campaign finance, lobby, and other ethics laws. The agency provides to the public
the ability to access information about public officials, candidates for public office, and lobbyists, and assists people in
understanding their responsibilities under laws administered by the TEC. The goal is to enhance the potential for
individual participation in electoral and governmental processes. The agency aims to fairly and effective uphold and
enforce the laws under its authority.

The TEC began operations in January 1, 1992, after a constitutional amendment was passed by voters. Pursuant to
Article I, section 24a of the Texas Constitution, the TEC’s governing body is comprised of eight Commissioners, four of
whom are appointed by the Governor, two by the Lieutenant Governor, and two by the Speaker of the House of
Representatives. By law, four members must be selected from the Republican Party and four must be selected from the
Democratic Party.” The current Commissioners are as follows:

Board Member Hometown
Chad M. Craycraft, Vice Chair Dallas
Randall H. Erben Austin

Chris Flood Houston

Mary K. “Katie" Kennedy Houston
Patrick W. Mizell Houston
Richard S Schmidt Corpus Christi
Joseph O. Slovacek Houston
Steven D. Wolens, Chair Dallas

The TEC works to ensure that: (1) responses to sworn complaints are completed within five working days after filing as
required by Texas Government Code, Section 571.123(b); (2) campaign finance reports filed with the TEC are available to

b Article 1|, section 24a(a)(1)-(4)
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the public within two working days of receipt as required by Texas Election Code, Section 254.0401(a); and (3) responses
to advisory opinion requests are processed within 60 days as required by Texas Government Code, Section 5721.092(a).?

By law,® the TEC must meet at least once every calendar quarter, but may meet at other times at the call of the presiding
officer. Since September 1, 2013, due to the high volume of work, the TEC has met nearly seven times per year*

Despite funding reductions of $1,541,000% imposed on the agency over the past two bienniums, the TEC recently
implemented a new electronic filing system for Form 1295 certificates, made changes to the forms and software in
response to an amendment to the Form 1295 law, and has assisted Form 1295 filers and government entities with
technical and legal questions related to the Form 1295 laws.? The TEC also made changes to the electronic filing and
disclosure database software to address legisiative changes to the Personal Financial Disclosure report.”

Since September 1, 2012, the State has collected over $1,882,3108 in penalties for violations of campaign finance, lobby,
and personal financial disclosure laws. None of these funds are dedicated to or received by the TEC.

2 Since FY 2015 (starting September 1, 2014), the TEC has responded to 43 requests for advisory opinions, resulting in the issuance of 24
advisory opinions (as of August 31, 2018).

3 Section 571.025, Texas Government Code.

4in FY 2017-2018 (September 1, 2016 through August 31, 2018), sixty-six percent have been two-day meetings. The average cost for a two-day
meeting is $4,070 (see Tab 1).

> This amount represents a 21% overall reduction since August 31, 2015.

5HB 1295 was passed by the 84" Legislature in 2015. It requires businesses contracting with government agencies to complete and file a
certificate of interested parties (Form 1295). The legislature directed that all Form 1295 certificates be filed with the TEC: however, no additional
funding was appropriated to the TEC for this mandate. In 2017, the 85" Legislature amended the Form 1295 law. It also appropriated $22,890 per
year to the TEC for certain enhancements to the Form 1295 application, including adding Form 1295 certificates to the TEC's electronic filing
system. The $22,890 annual appropriation partially covers the requested enhancements, but does not cover the 6.25% increase in the cost to
maintain the electronic filing system as a result of adding the 1295 application. There are over 11,600 Form 1295 filers that currently use the
TEC's electronic filing system, filing close to 7,000 certificates per month. The number of 1295 filings increases each year by 3%. The TEC
handles over 4,000 calis every year involving Form 1295. The TEC needs additional funding in FY 2020-2021 to support and expand network and
server capacity to handle the increase in filings and any changes to the application as a result of future amendments to the law.

7S.B 42 (effective 9/1/17) was passed by the 85" Legislature (2017). It amended Section 572.035, Texas Government Code, to require the TEC
to remove or redact from any PFS the residence address of a federal or state judge or their spouse before providing it to public. H B. 502 (effective
1/8/19) requires the TEC to amend its PFS form and electronic filing application due to additional disclosure requirements imposed on filers.

8 As of August 29, 2018 (See Tab 2).
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Budget Request
The TEC requests:
1. Restoration of 10% Reduction ($293,524 per year) (see paragraphs A - C below):

A. Outside Counsel Fees ($150,000 per year): Since August 22, 2014, the Office of the Attorney General (OAG) has
declined to represent the TEC in five lawsuits and seven appeals challenging the constitutionality of laws passed
by the Legislature. From August 22, 2014 through August 31, 2018, the TEC has paid $474,254 out of its own
budget to cover the costs of litigation and the work of outside counsel in defense of these lawsuits.®

To date, outside counsel has resolved two cases,'® and has prevailed on appeal in the remaining three cases. '
The costs to defend the TEC in the three pending cases and related appeals will continue to accrue throughout the
FY 2020-2021 biennium. The TEC has no way to predict when the remaining cases will be tried on the merits, what
the cost will be to defend the cases at trial and on appeal, or if the OAG will decline to represent it in future cases
The 10% reduction jeopardizes the ongoing work of outside counsel.

B. Hardware/Software Fees and Licenses ($99,000 per year): The TEC's computer services division (IT) is
responsible for the hardware and software that support the electronic filing and disclosure database system and the
web server used by over 20,000 filers to file campaign finance reports, lobby reports, financial disclosure reports,
and Form 1295 certificates.’? The TEC network infrastructure relies on maintaining the costs of hardware and

®See Tab 3.

1®Cause No. 2016-27417, Briscoe Cain v. Charles G Untermeyer, et al, was filed on April 27, 2016 and resolved on November 29, 2016 (the total
cost to the TEC in this litigation was $28,380, including payment of a $20,743 judgment for attorney fees and court costs), Cause No 14-06508-
16, Texas Ethics Commission v Michael Quinn Sullivan, was filed in Denton County on August 22, 2014 The case, and related appeals in Cause
No 02-15-00103-CV, Texas Ethics Commission v Michael Quinn Sulfivan, and Cause No 15-0917, Michael Quinn Sullivan v Texas Ethics
Commission, were resolved in favor of the TEC on April 3, 2017 after the 2™ Court of Appeals ruled that venue was improper in Denton County
and the Texas Supreme Court denied Michael Quinn Sullivan’s petition for review (the total cost to the TEC in this litigation was $20,084)

' The remaining cases are: (a) Cause No. D-1-GN-14-001252, Empower Texans, Inc. and Michael Quinn Sullivan v State of Texas Ethics
Commission, et al (filed on April 30, 2014); and related appeals in Cause No. 03-16-00019-CV, Empower Texans, Inc., and Michael Quinn
Sullivan v. State of Texas Ethics Commission, et al; and Cause No. 03-17-00770-CV, Empower Texans, Inc., and Michael Quinn Sullivan v. Texas
Ethics Commission, et al ; (b) Cause No. D-1-GN-15-004455, Texas Ethics Commission v. Empower Texans, Inc, and Michael Quinn Sullivan
(filed on October 5, 2015); and related appeal in Cause No. 03-16-00872-CV, Empower Texans, Inc, and Michael Quinn Sullivan; and (c) Cause
No. D-1-GN-17-001878, Texas Ethics Commission v. Michael Quinn Sullivan (filed on May 4, 2017), and related appeals in Cause No 03-17-
00392-CV, Michael Quinn Sullivan v Texas Ethics Commission; and Cause No. 18-0580, Michael Quinn Sullivan v. Texas Ethics Commission (to
date, the cost to the TEC in these remaining cases is $446,532, which will continue to accrue until the matters are finally resolved).

12 The TEC receives more than 30,000 electronically filed reports each year.
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software fees and licenses. If these fees are not paid, and the licenses expire, (a) the TEC will have no support
from industry vendors; (b) software will not receive updates, including security fixes; and (c) any repairs to
hardware will not be covered by vendors.3

C. Electronic Filing System Maintenance Hours ($44,524 per year): The 10% reduction will prevent the vendor
that designed and developed the electronic filing and disclosure database system from correcting source code
error defects, fixing software errors, and conducting performance testing. ' Without access to the technical
expertise of the vendor, the TEC will be unable to resolve these problems itself which would negatively impact filers
trying to meet statutory filing deadlines.

2 Exceptional Item Funding ($963,690 in FY 2020 and $733,690 in FY 2021) (see paragraphs A - L below):
A. Electronic Filing/Disclosure Database System Maintenance and Enhancements ($237,500 per year):

1) Maintenance ($100,000 per year): The cost of vendor services covered by the maintenance contract’ has
increased by 25% since FY 2016, leaving the TEC with an additional $100,000 shortfall. Without the additional
funding, the vendor will reduce its level of service to the TEC, causing delays in resolving problems, correcting
code defects, or completing performance testing. Without additional funding to address these issues, filers may
not be able to file statutorily required reports by the filing deadline and may incur penalties.

2) Enhancements ($137,500 per year): The TEC does not have funding for enhancements to the electronic filing
and disclosure database system in response to legislative changes and requests from filers. This includes any
changes to the filing software or changes to campaign finance, lobby, or personal financial disclosure reports or
Form 1295 certificates. The cost of vendor services for enhancements is not covered by the maintenance
contract. Without the additional funding, changes to forms or the software in response to new laws or
amendments to existing laws will not happen.

B. Network Switch Replacement ($75,000 one-time cost in FY 2020): Seven network switches'® have reached
‘end of life.”'7 This equipment is the TEC's network backbone, providing routing services, DHCP 8 services,

13See Tab 4.
“See Tab 5

15 Starting September 1, 2019, the TEC must pay the vendor $425,000 per year to maintain the electronic filing and disclosure database system
This includes an additional $25,000 per year needed to maintain the system due to the 6.25% increase in the cost to maintain the system after the
addition of the Form 1295 application. The total capital budget appropriated for the system is $347,890 per year. The current budget structure
prevents the agency from transferring funds or FTEs from other divisions into the IT Division to cover any increases in system maintenance or
enhancement costs (See Tabs 6 and 7).

8 A network switch is a hardware device that directs all network traffic.
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network connectivity for computers, printers, telephones, and servers, including the TEC’s web server. If these
switches are not replaced before they fail, the entire TEC network will shut down. This will result, among other
things, in the TEC website and filing application being inaccessible to filers and the public.

C. Two Programmer Positions ($130,000 per year): The IT Division requires two programmers to meet the growing
demands of maintaining the electronic filing and disclosure database system and providing technical support to
filers'® and to the other divisions within the TEC. The architecture of the electronic filing system is complex,?® as is
understanding the complexities of the campaign finance and disclosure laws the system was designed to address.
The TEC must offer competitive salaries to attract and retain IT professionals with superior technical expertise and
the ability to understand the laws administered and enforced by the TEC.?! With the August 2018 retirement of the
longest tenured programmer, the IT Division will be critically understaffed, which will negatively impact its ability to
maintain the TEC electronic filing and disclosure software system, protect the integrity and security of the TEC IT
infrastructure, and provide valuable technical assistance to filers.??

D Case Management System ($77,000 in FY 2020 and $22,000 in FY 2021):

1) Software License ($55,000 one-time cost in FY 2020): A case management system would allow the TEC to
move to a paperless environment, which will save the TEC and the State money by reducing costs associated
with paper, copying, printing, postage, and storage. It would also provide a secure location for electronic
storage of confidential data, including sworn complaint files and filers’ sensitive financial information. A case
management system would allow managers, attorneys, and legal support staff to reduce the time spent on each

7 The TEC has 8 network switches, one of which is no longer operational. In the past, the vendor, Cisco, would replace switches that failed with
refurbished switches; however, due to the age of the switches (7 of which are more than 5 years old), Cisco will no longer support or replace them
The TEC cannot predict when any of these old network switches will faif; they are no longer under warranty and will not be replaced by the vendor
when they do fail (See Tab 8).

s Dynamic Host Control Protocol for agency IP addresses

% 1n FY 2018 (September 1, 2017 through August 31, 2018), the IT Division handled over 8,536 technical support calls

2 The code base for the electronic filing system consists of over 900,000 lines of Java code that run in a virtualized Red Hat JBOSS environment,
requiring the unique expertise of IT professionals familiar with the design and development of the system to maintain and make enhancements to
it.

21 The IT Division currently employs four IT professionals, including the Division Director. In August 2018, a Programmer IV ($73,814) retired after
22 years with the TEC. The remaining four staff have a combined 30 years’ service with the TEC. TEC salaries for programmers fall as much as
21% below the state average

22 Filers who cannot get assistance from the TEC when they experience technical problems risk missing critical filing deadlines or filing reports that
are inaccurate or incomplete. This can result in civil penalties or criminal prosecution. Reduced filer compliance creates more work for the
Enforcement and Disclosure Filings Divisions of the TEC, at an increased cost to the State.
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casefile, manage and meet deadlines, and speed up the investigation and resolution of enforcement cases. It
would allow automation of preparing correspondence, notices, and orders.?® A case management system would
speed up the retrieval of data and improve the accuracy of reports requested by Legislators and the LBB during
the session and in response to interim charges. The current manual system for managing casefiles and storing
and retrieving data is inefficient, time-consuming, imprecise, and redundant.

2) Annual Hosting and Maintenance ($22,000 per year): After the installation of the case management system,
the TEC will be required to pay the vendor an annual fee to host and maintain the system.

Statewide Ethics Training ($15,000 per year): By law,2*the TEC (1) must provide training to legislators and
their staff at the beginning of each legislative session and work with state agencies to provide ethics training to
state employees, and (2) may provide training seminars to the regulated community. Current funding and staffing
levels allow for local training sessions in Austin 25 and one large, full-day training outside Austin. On average, the
cost to host a large training program outside Austin is $10,215.28 Additional funding would allow the TEC to host
two more training sessions outside Austin per year, providing instruction on compliance with campaign finance,
lobby, Form 1295, and other ethics laws. Attendees regularly praise the TEC for the quality of the legal
information, guidance, and practical training provided at these seminars, which regularly attract standing-room-only
crowds. TEC ethics seminars are approved by the State Bar of Texas and the State Board of Public Accountancy
for continuing legal and professional education credit.

Ethics Helpline Attorney ($65,000 per year): Each year, TEC staff attorneys handle an average of 20,000 calls,
providing information and guidance about Texas election laws, lobby laws, financial disclosure laws, Form 1295
laws, and other ethics laws to legislators, filers, judges, state officials, state employees, the media and the public.

Having an experienced staff attorney dedicated to handling ethics calls, similar to how the State Bar of Texas
operates its Attorney Helpline, would allow the TEC attorneys to focus on ethics training, enforcement, advisory

3In FY 2018 (September 1, 2017 through August 31, 2018), the TEC received 374 sworn complaints. On average, sworn complaints require a
minimum of four letters to the complainant, five letters to the respondent, and at least one final order; cases that require a preliminary review
hearing will generate additional letters, notices, and orders. With an automated case management system, the time spent drafting and finalizing
thousands of letters and orders each year could be reduced, tracked, and better managed for improved efficiencies, allowing staff to focus on
other tasks for greater overall productivity (See Tabs 9 and 10).

2 Section 571 071, Texas Government Code,
25|n FY 2018 (September 1, 2017 through August 31, 2018), TEC legal staff conducted 16 ethics presentations, training approximately 2,300

26 This is based on the cost of the last six training seminars hosted by the TEC in El Paso (150 attendees), San Antonio (193 attendees in 2015;
232 attendees in 2016), Lewisville (151 attendees), Houston (173 attendees), and Laredo (110 attendees) (See Tab 11)
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opinions, and rule drafting,?” while continuing to provide the same level of exceptional customer service to the
regulated community and the public.

G. Adjust Staff Salaries ($162,000 per year): In FY 2017, the TEC experienced a 27.1% turnover rate due to eight
employees leaving the agency to work at other state agencies for higher salaries and through retirement. By the
end of FY 2018, the turnover rate will be 37.7% as a result of six employees going to work for other state agencies
and four retirements.?® High turnover has had the hardest impact within the Legal and IT Divisions. When the
statewide government hiring freeze was lifted for FY 2018, four TEC staff attorneys left the TEC to work for other
state agencies for significantly higher pay.?® In IT, two programmers left - one to work in the private sector for a
significant salary increase.

Turnover in any division at the TEC has a negative effect on the quality of service provided to filers and the public
It results in fewer service calls being handled; longer resclution times for sworn complaints; delays in answering
requests for ethics advisory opinions; delays in responding to ethics calls; fewer ethics trainings; delays in resolving
late penalty waiver requests and appeals; slower collection of late penalties; and late report notice letters being
sent in error *Because of the complex electronic filing and disclosure database system and the unique areas of
law under the TEC's administration and enforcement, it takes a minimum of two years for TEC IT and Legal Staff to
become fully trained to competently perform the responsibilities of their respective jobs.3! Increasing TEC staff
attorney salary levels by 25%, IT programmer and software engineer salaries by 15%, and administrative and legal

77 Since FY 2016 (September 1, 2015 through August 31, 2018), TEC staff attorneys have resolved 822 sworn complaints; answered 27 ethics
advisory opinion requests; spoken at over 40 ethics training seminars around the State (reaching over 5,000 attendees); responded to 1,854
requests for public information; drafted 70 rules and rule amendments that were adopted by the TEC; and handled over 47,250 ethics calls.

28 Staff who left the TEC in FY 2017-2018 had a cumulative total of 85 years of experience at the TEC (See Tab 12)

#The TEC is currently funded to pay staff attorneys with 1-3 years' experience (Attorney |) an annual salary of $50,000. In FY 2018, a TEC
attorney (Attorney |) left after less than a year to work for the Agriculture Commission as an Attorney Il for $62,100 per year; another TEC attorney
(Attorney 1) left after 9 months to work for the Board of Dental Examiners as an Attorney | for $60,000 per year. Another TEC attorney (an Attorney
IV at $67,086) left to work at the Department of Licensing and Regulation as an Attorney IV for $77,420. Finally, a TEC attorney (an Attorney lll at
$55,843) left to work at the Board of Dental Examiners as an Attorney Il for $62,000 per year. Exit interviews revealed that none of the departing
staff attorneys expressed dissatisfaction with their employment at the TEC; ali cited the higher salary as a key factor in their decision to leave.

*|n a recent Customer Satisfaction Survey conducted in May, 2018, TEC staff was praised for the level of service provided to filers and the public.
Examples of the service include: (a) the TEC Disclosure Filing Services (DFS) Division receives an average of 29,400 filed reports each year and
sends an average of 2,200 notices to late filers each year; and (b) the IT Division responds to close to 10,000 calls for technical support each year
In FY 2018, the IT Division handled over 8,536 technical support calls.

* The greatest area of turnover has been with employees with less than four years of experience; this group accounted for 63.33 % of the TEC's
turnover over the past five years (See Tab 13).
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professional salaries by 15% will bring these salaries on par with salaries at other state agencies® and will help the
TEC achieve a more stable, tenured work force, saving the State money over time.

H Lump Sum Payments to Retiring Employees ($80,000 per year): The TEC is required to pay retiring employees
a lump sum for unused annual leave.® Currently, eight TEC employees are eligible for retirement, 34 and eight more
will be eligible in FY 2020-2021, at an estimated cost of $19,000 each.

I Adjust Executive Director and General Counsel Salaries ($14,000 per year): The TEC is requesting a 5.5%
increase in the salaries of the Executive Director and General Counsel to bring them in line with the state and
industry averages.®

The Executive Director is the chief administrative officer of the TEC. In addition to managing four divisions, 33
FTEs, a biennial budget of $5,927,878, and the day-to-day operations of the TEC, the director must testify before
the Legislature on appropriations and legislative matters affecting the agency; prepare the TEC’s budget, strategic
plan, and biennial report; prepare all meeting agendas and minutes; and serve as the public spokesperson for the
TEC.

The Executive Director has additional functions related specifically to the administration and enforcement of the
laws under the TEC's jurisdiction. By rule, all powers of the TEC that do not require a vote have been delegated to
the Executive Director. Those duties include, but are not limited to, the following:

« Making the initial determination to accept jurisdiction of a sworn complaint;
e Entering into agreed orders and assurances of voluntary compliance (AVOCs) in certain cases;

32 A survey of public sector salaries reveals that TEC staff attorney salaries are 25%-50% below the state average; IT staff salaries are more than
12% below the state average; and salaries for administrative professionals are more than 14% below the state average (See Tab 14).

3 Section 661.091, Texas Government Code.

3 Three employees, with a cumulative total of 51 years with the TEC, have recently announced that they will retire in the last quarter of FY 2018
and the first quarter of FY 2019.

* According to a 2018 report on Executive Compensation at State Agencies (http://www.sao.texas.gov/reports/main/18-705.pdf#page=2), the
State Auditor's Office (SAQ) identified a 9% gap between the TEC Executive Director's salary of $133,463 and the current industry average of
$146,418. The SAOQ report took into account the size of the agency’'s annual appropriation, the number of FTEs authorized for the agency, the
market average compensation (including salaries for executive positions in the private sector and government salaries in other states) for similar
executive positions, and the specialized education required for the position. The SAQ report placed the TEC Executive Director position among 35
“Tier 1" state agency executive director positions based on agency size and budget. The salary range for the Tier [l executive director positions is
$117,500-$184,792. The TEC Executive Director’s salary falls near the very bottom of that range (#31 out of 35) The current Executive Director
has been licensed to practice law in Texas since November 1993 and has more than 19 years of managerial experience, including previous
service as the general counsel and executive director of a state agency
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Waiving late fines and granting payment plans for late filers in certain cases;

Issuing orders suspending contribution and expenditure limits for judicial candidates when appropriate;
Executing orders approved by the TEC in the sworn complaint process;

Extending deadlines in the sworn complaint process;

Prescribing all forms for statements and reports required to be filed with the TEC and approving forms
submitted to the TEC for use by local filers.

Due to the complex and unigue areas of law under the TEC's jurisdiction, the job description for the TEC Executive
Director requires the candidate to have a law degree and significant legal experience, as well as policy,
administrative, managerial, and litigation experience. The current salary for the TEC Executive Director falls below
the industry average of $146,418 for Executive Directors at similar agencies by nearly 9%.

The TEC’s General Counsel serves as legal counsel to the Commissioners, providing legal advice on decisions
related to policy, personnel, procedures, and guidance on open meetings and open records laws. The General
Counsel must be a licensed attorney and have extensive legal knowledge, including the laws, regulations and rules
under the TEC’s administration and enforcement.®¢ Additional duties include, but are not limited to, the following:

Advising staff and the public on the interpretation, application, and enforcement of agency laws and regulations;
Assisting in TEC representation by the Office of the Attorney General or outside legal counsel in civil actions
brought by or against the TEC;

Reviewing drafts of laws, rules, and regulations affecting TEC operations and administration;

Serving as a liaison and working with government agencies, universities, the media, law enforcement, and the
Legislature in pursuit of the goals, objectives, and mission of the TEC;

Serving on agency committees and task forces;

Directing and overseeing the functions of the Office of General Counsel, including personnel management
functions and assuring compliance with EEO/AA, ADA, and agency safety and ethics requirements.

Increasing the Executive Director’'s and General Counsel’s salaries will allow the TEC to attract and retain highly
skilled personnel in key leadership positions and bring these exempt salaries in line with the state average.

J. CAPPS Position ($50,000 one-time cost in FY 2020): The TEC is scheduled to begin its mandatory transition to
the Comptroller's new Centralized Accounting and Payroll/Personnel System (CAPPS). The first phase

3 A survey of public sector salaries for reveals that the General Counsel’s salary falls below the average salary for similar positions at other state
agencies in Texas by 4% (See Tab 15). The current General Counsel has been licensed to practice law in Texas since November 2004 He has
been with the TEC since November 2004, and was appointed General Counsel by the Commissioners in August 2015,
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(Accounting/Financial) starts in FY 2019. The second phase (Payroll/Personnel) starts in FY 2020 37 The TEC is a
small agency with one employee who handles all of the day-to-day human resources and accounting
responsibilities for the agency. That employee will attend all Comptroller trainings leading up to and throughout the
CAPPS transition, which means an additional staff person will be needed to perform these duties while she is out
of the office for significant periods during FY 2020.

K. Replace Cipher Locks ($50,000 one-time cost in FY 2020): One-time funding to replace four obsolete cipher
locks, one in the interior which is broken (server room 1075A), on the 10% Floor of the Sam Houston Building And
install badge readers on 3 exterior doors and the door to the TEC server room. Neither DPS nor the Facilities
Commission will service or replace the old cipher locks, which are malfunctioning and becoming inoperable 28 With
the security of the TEC server room and TEC staff at risk, replacing these locks is critical.

L. Adjustments to Budget Structure ($8,190 per year)
Provide:
« Unexpended balance (UB) authority allowing greater budget flexibility to target specific agency contingencies;

» Ability to transfer funds and FTEs from other divisions into the IT Division where additional funding and staffing
is critical to maintaining the integrity and security of the electronic filing and disclosure database system and the
entire IT infrastructure; and

« Removal of the contingency rider allowing the appropriation of $8,190 for copy orders to go directly to the TEC's
baseline budget.®

37 The TEC was appropriated $40,000 and an FTE in FY 2019 to handle the first phase of the CAPPS Financial/Accounting transition In order to
prepare for the second phase (CAPPS payroll/personnel), the TEC is requesting to retain that FTE with additional funding for FY 2020
38 See Tab 16.

39 Due to electronic filing of campaign finance reports, financial disclosure reports, and Form 1295 certificates, all of which can now be obtained
electronically, public demand for copies of TEC records has significantly declined over the past three years. As a result, it is difficult to meet the
$8,190 threshold for copy orders The TEC is requesting removal of the contingency rider and that the $8,190 be appropriated in its baseline
budget
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Commission Meeatings

FY 2010 i6) # Days
Oct-08  $1,277.10 1
Dec-09  §2,382,1B 1
Feb-10 $847.36 1
Apr-10 $1,914.75 1
Jun-10  $1,967.68 1
Aug-10  $1,836.35 1
$10,225.42
FY 2012 {6) #Days
10/3/2011  $1,477.02 1
*11/7/2011 512,00 1
12/13/2011  3$4,404.40 1
*1/16/2012 £1,223.30 1
2/7/2012 $1,508.34 2
4/17/2012  $2,127.89 1
*5/10/2012 $1,140.06
6/6/2012 $856.30 1
8/30/2012  $1,545.65 2
$12,818.94
FY 2014 {8) # Days
10/30/2013  $2,129.63 2
12/3/2013  $1,941.06 2
2/13/2014  $1,893.58 2
3/17/2014  51,335.14 1
4/3/2014  $1,506.40 1
5/29/2014  $2,477.13 2
6/25/2014  $1,996.04 i
B/20/2014  $2,123.19 2
$15,402.37
FY 2016 i6) # Days
10/5/2015  $1,740.86 1
11/30/2015  $2,019.36 1
2/1/2016  51,316.44 1
4/8/2016  5$2,071.59 1
6/1/2016  51,457.20 1
8/15/2016  $2,385.67 1
$10,991.12

TAB 1

FY 2011 {6) # Days
10/21/2010  $2,601.95 1
*11/11/2010 $346.66 1
12/6/2010  $1,890.02 i
2/22/2011  $1,930.99 1
4/22/2011  51,606.33 1
6/8/2011  $2,045,30 1
8/10/2011  $2,266.19 2
$12,691.44
Fy 2013 (5) # Days
11/29/2012  $1,458.74 1
1/31/2013  §1,269.49 1
3/27/2013  51,467.27 1
5/30/2013  S$1,618.35 2
8/8/2013  $1,705.17 2
B $7,519.02
FY 2015 {6) # Days
10/29/2014  $1,673.70 1
127272014  52,129.00 1
2/13/2015  52,138.68 2
44162015  $1,941.60 1
6/11/2015  $2,338.15 1
8/7/2015  51,709.51 1
511,930.64
FY 2017 (7 H Days
10/14/2016  $5,029.69 )
12/8/2016  $4,503.90 2
2/15/2017  54,362.78 2
3/30/2017  $3,100.89 1
5/17//2017 $3,354.04 1
6/22/2017  $2,219.08 1
7/11/2017  $3,166.22 2
525,736.70

FY 2018 (5) # Days
9/28/2107  $3,514.32
11/13/2017  $4,131.78
1/30/2018  53,748.72
3/27/2018  54,323.15
6/26/2018  $3,906.31
$19,624.28
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Qutside Counsel Fees and Legal Services Expenditures

FY 2017 - 2018
Beck Redden Contract for ET/MQS cases:

Contract #2014-356-0323
Amended 10/30/17

Current Contract Cap:
Cumulative Expenditures (FY 14 - 18):

Remaining Contract Balance:

* Includes invoices awaiting QAG approval

All Legal Services (including outside counsel fees) expended in FY 17
from appropriated $150,000 (Rider 4)

Appropriated ;
Expended

Unexpended Balance to be Lapsed in FY 17:

All Legal Services (including outside counsel fees) expended in FY 18
from appropriated $300,000 (baseline)

Appropriated :
Expended
Unexpended Balance to be Lapsed in FY 18:

Total Expenditures for Briscoe Cain Litigation (Fy 17):
Contract #2016-356-0639
Outside Counsel Fees & Expenses:
Judgment:

Total Expenditures for MQS Denton County Litigation (FY 14 - 17):
Contract #2014-356-0204

TAB 3

$525,000.00
(3446,532.41) *

$78,467.59

$150,000.00
{$216,660.00)

-$66,660.00

$300,000.00
(5120,711.00) *

$179,289.00

$28,380.00

$7,637.00
$20,743.00

$20,084.00
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Hardware and Software Licenses and Fees

What the TEC spends on licenses and fees varies from year to year because we have 3-year terms for some of
the licenses and warranties, and 1-year terms for other licenses and warranties.

FY2018

Software: $104,972

Filing System

Maintenance: $325,000 [NOTE: $100,000 prepaid in FY2017)
Total: $429,972

Hardware: $ 4,704

FY2019

Software: $99,182

Filing System

Maintenance: $325,000 [NOTE: $100,000 prepaid in FY2017]
Total: $424,182

Hardware: $ 67,070

**TEC’s cloud backup system renewal for 3 years for $60,000 is due in FY2019

TAB 4 000004


















Maintenance and Enhancement Hours

The TEC has spent the following amounts with the vendor (RFD) on maintenance hours for the past 3 years

FY2016: 1,463 hours @ $110/hr = $160,930
FY2017: 844 hours @ $110/hr = § 92,840
FY2018: 183.12 hours @ $125/hr = § 22,890 [this is earmarked for Form 1295 only

from appropriated funding in FY18-19]

The Maintenance Contract with RFD:

FY2016: $339,050

[A discount was negotiated due to the high amount of errors in the code upon release of the new electronic filing
and disclosure database system and discounted for a 2 year pre-payment. The vendor had originally specified
that the cost would be 18% of the total development cost ($395,000)].

FY2017: $351,120
[Same comment as FY2016, but cost higher due to so many bug fixes delivered in FY2016, plus prepaid in
2015].

FY2018-FY2019: $425,000 per year
[Cost increased due to additional enhancements added to the system, including adding the Form 1295
application to the maintenance agreement]

FY2020-FY2021: $425,000 per year

TAB 6 000009






























Cost Savings for Case Management System

Calculating the 3-year average cost of paper and postage, the TEC anticipates the
following cost savings with a Case Management System, as well as by going to a
paperless office environment and utilizing electronic transmission instead of mail.

On average, the TEC spends $22,344 on paper and postage. This would almost cover
the cost of the CMS annual license over the biennium.

The TEC also anticipates a 25% increase in productivity among legal staff, which is
included in the cost savings measure as a percentage of salaries.

A Case Management System would provide the TEC with the following anticipated cost
savings and productivity benefits in FY 2020-FY2021:

Paper and Postage Savings: $ 44,688
Staff Productivity Gains: $ 409,416

TOTAL BENEFITS: $ 454,103

TAB 10 000016












FY 2017 - (8}

IEmployee 3 Pos Mon #Date Hired Date terminatecky'onrs of Service
Anderson, Allicia [1/1/2016  |6/22/2017
13003502 1yr § mos
Ashley, Natalia 9/26/1994 |12/31/2016
13002102 22 yrs 3 mos
Dalgado, Rebecca |7/5/2016  19/27/2016

3 mos
Douglas (Miller), [9/5/2000 |4/30/2017
Robbie 13001143

16 yrs 7 mos
Gregoreyk, Laursn [12/28/2015 [10/14/2016
13003508

10 mos
Hontanosas, Ferjie [9/12/2016 |7H4/2017
R. 13003615

10 mos
Moaore, John D. 17152014 §3/31/2017
13031401 3 yrs 2 mos
Rannefeld, William[4/13/2016 12/13/2016
13007611 |8 mos

FY 2018 (10)

rEmployee & Posilion ADate Hired  |Date terminatacyears of Service
Abduliah-Levy, TIMzetd 1173012017

Anitra 13003158 _ 3 yrs

Benrett, Ronald  |5/M15/2017 |11/7/2017 |6 mos
Gonzales, Michelle [5/16/2016 |12/17/2017

13001614

1 yr 7 mos

Griggs, Jennifer  |5/9/2016  |2/28/2018

13001613 1y 9 mos
|Haley, Lucas 2016 [1/26/2018

13007505 2 yrs
Hurtado, Jessica |5/26/2014 10152017

13003154 3 yrs 5 mos
Anandan, Kavitha [1/1/20186 37972018

13007806 2 yrs 2 mos
Ruby, Christopher [7/8/1996 [|8/31/2018

13801029 22 yrs 1 mo
Subash, Sonya 10/1/2017 |7A15/2018 |9 mos
Taylan, Aylin 104342016 |3£2072018

13001516 1yr 5 moe
FY 20119
rEmployee & Position #Date Hired | Date terminated vears of Service
[Barden (Simims), [1/1/1992 1043142018 %‘3 yrs 9 mos|
ANy

13031042
|Levy, Becky 3171998 |11430/2018 |22 ws1me |7 month break in between

TAB 12
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Termed Employees

FY 2015-2018

Year Number #Invol  Invel # Vol Vol  # Retired Retired Avg Annual T Tl Avg
Termed Sep  Tumover Sep  Turnover Turnover Headcount Seperation Tumover
Rate Rate Rate rate
2015 2.00 2.00 6.8% 2.00 6.8% 3.00 10.2% 29,50 7.00 237%
2016 1100 200 6.5% 700 22.6% 2.00 6.5% 31.00 11.00 35 5%
2017 8.00 0.00 0.0% 5.00 16.9% 2.00 68.8% 29.50 7.00 23.7%
208 1100 1.00 3 8% S 00 J4.1% 1.00 3.8% 26.40 11.00 41.7%
=700 -
BY Diwlisicn
DFS
Year Number # Invol Invol # Vol Vol # Retired Retired Avg Annual Tl Tl Avg
Termed Sep Turnover Sep  Turnover Turnover Headcount Seperalion  Turnover
Rate Rate Rate rate
018 2 o 0.0% 1 12.8% 1 12.8% 7.8 2 25.6%
2016 7 1 14.3% 5 71.4% 1 14.3% 7 7 100.0%
2017 i a 0.0% 1 16.1% 1 16.1% 6.2 2 32.3%
2018 5 1 17.9% 4 T14% 0 0.0% 586 S 89.3%
Legal
2015 4 1 8.80% 3 26.50% 0 0.00% 113 4 35.40%
2016 2 o] 0.00% 1 7.90% 0 0.00% 126 2{1-Death}  15.90%
2017 4 0 0.00% 3 23.80% 1 7.90% 12,6 4 31.70%
018 3 0 0.00% 3 25.90% o 0.00% 11.6 3 25.90%
{information Resources
2015 3 0 0.0% 2 31.3% 1 15.6% 6.4 3 46.59%
2016 1 0 0.0% 1 16.1% ¢] 0.0% 6.2 1 16.1%
2mz 1 0 0.0% 1 17.2% 4] 0.0% 5.8 1 17.2%
018 3 0 0.0% 2 18.5% 1 19.2% 5.2 3 37 7%
Administration
2015 a 0 0.0% ol Do% D 0.0% 4 ol 0.0%
2016 1 o 0.0% 0 0.0% 1 25.6% 3.9 1 25.0%
2017 1 ol 0.0% 0 0.0% 1 25.0% 4 1 25 0%
2018 ] 0 0.0% ] 0.0% o 0.0% 4 o 0.0%

TAB 13
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General Counsel IV

General Counsel V

General Counsel

General Counsel

General Counsel IV

General Counsel lll

General Counsel IV

General Counsel IV

General Counsel Salary Comparison

State Comptroller Payroll

Office of the Governor

State Comptroller Payroll

Texas Workforce Commission

State Comptroller Payroll

Texas Legislative Council

State Comptroller Payroll

State Comptroller Payroll

State Auditor's Office

Health and Human Services Commission

State Comptroller Payroll

Alcoholic Beverage Commission

State Comptroller Payroll

Employees Retirement System

State Comptroller Payroll

Board of Pharmacy

General Counsel IV

General Counsel IV

General Counsel IV

General Counsel IV

General Counsel IV

General Counsel IV

State Comptroller Payroll

State Comptroller Payroll

Employees Retirement System

Public Utility Commission of Texas

State Comptroller Payroll

Public Utility Commission of Texas

State Comptroller Payroll

State Comptroller Payroll

Treasury Safekeeping Trust Company

Comptroller of Public Accounts

General Counsei IV

115

State Comptroller Payroll

Comptroller of Public Accounts

State Comptroller Payroll

Board of Nurse Examiners

$127,000

$127,500

$128,102

$128,400

$128,400

$128,500

$130,000

$130,000

$130,000

$130,000

$130,000

$130,008

$130,059

$132,085

$133,418

0000



General Counsel IV

General Counsel
General Counsel V

General Counsel IV

General Counsel VI

General Counsel V

General Counsel V

General Counsel V

General Counsel IV

General Counsel IV

General Counsel V

General Counsel V

General Counsel IV
General Counsel IV

General Counsel IV

TAB 15

General Counsel

State Comptroller Payroll

Department of Public Safety

Midwestern State University

General Counsel

State Comptroller Payroll

Texas Juvenile Justice Department

State Comptroller Payroll

Consumer Credit Commission

State Comptroller Payroll

Office of Court Administration

State Comptroller Payroll

Department of Licensing and Regulation

Jary Comparison

State Comptroller Payroll

Texas Commission on Environmental

State Comptroller Payroll

Quality

Texas Department of Motor Vehicles

State Comptrolier Payroll

Railroad Commission

State Comptroller Pavroll

Teacher Retirement System

State Comptroller Payroll

State Office of Administrative Hearings

State Comptroller Payroli

Water Development Board

State Comptroller Payroll

State Comptroller Payroll

Texas Department of Insurance
Employees Retirement System

State Comptroller Payroll

Health and Human Services Commission

$133,991

$134,278
$135,390

$135,812

$136,527

$137,000

$137,350

$138,529

$139,050

$139,300

$140,000

$140,000

$140,004
$140,227

$140,672
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General Counsel JV

General Counsel IV

General Counsel Salary Comparison

State Comptroller Payroll

Health and Human Services Commission

State Comptroller Payroll

Health and Human Services Commission

General Counsel IV

General Admin Counsel-

State Comptroller Payroll

Comptroller of Public Accounts

Bexar County

Juv District Crt
General Counsel V

General Counsel IV

General Counsel V

General Counsel IV

General Counsel IV

General Counsel IV
General Counsel V
General Counsel V

General Counsel IV

General Counsel IV

General Counsel IV

- 15

State Comptroller Payroll

State Comptroller Payroll

District Courts-Juvenile

Department of Housing and Community
Affairs

Comptroller of Public Accounts

State Comptroller Payroll

State Comptroller Payroll

State Comptroller Payroll

Department of Banking
Texas Department of Insurance

Board of Public Accountancy

State Comptroller Payroll

Health and Human Services Commission

State Comptroller Payroll

Securities Board

State Comptroller Payroll

Real Estate Commission

State Comptroller Payroll

Teacher Retirement System

State Comptroller Payroli

Teacher Retirement System

State Comptroller Payroll

Comptroller of Public Accounts

$141,000

$141,000

$142,000

$142,788

$146,259

$147,000

$147,422

$147,500

$147,649

$147,762
$148,688
$152,100
$155,000

$155,000

$155,000

00007



General Counsel VI

General Counsel VI

General Counsel VI

General Counsel Vi

General Counsel V

General Counsel VI

General Counsel V

General Counsel V

General Counsel V

General Counsel V

General Counsel V

General Counsel V

General Counsel V

General Counsel V

General Counsel V

TAB 15

General Counsel

State Comptroller Payroll

Alcoholic Beverage Commission

State Comptroller Payroll

Alcoholic Beverage Commission

State Comptroller Payroll

Texas Workforce Commission

State Comptroller Payroll

Texas Workforce Commission

State Comptroller Payroll

Treasury Safekeeping Trust Company

State Comptroller Payroll

Texas Department of Criminal Justice

State Comptroller Payroll

Teacher Retirement System

State Comptroller Payrolil

Teacher Retirement System

State Comptroller Payroll

State Comptroller Payroll

Savings and Loan Department

Comptroller of Public Accounts

State Comptroller Payroll

Health and Human Services Commission

lary Comparison

State Comptroller Payroll

Health and Human Services Commission

State Comptroller Payroli

Health and Human Services Commission

State Comptroller Payroll

Department of Public Safety

State Comptroller Payroll

Department of Public Safety

$155,000

$155,000
$155,000

$155,000

$156,168
$156,267

$157,000

$157,000

$157,320

$159,670

$165,000

$165,000
$165,000

$165,137

$165,137

000027



General Counsel| V!

General Counsel V

General Counsel VI

General Counsel V

General Counsel

General Counsel Vi

General Counsei
General Counsel V

General Counsel ¥

General Counsel V

General Counsel VI

General Counsel VI

General Counsel VI
General Counsel VI

General Counsel Salary Comparison

State Comptroiler Payroll

Comptroller of Public Accounts

State Comptraller Payrall

Texas Department of Transportation

State Comptroller Payroli

State Comptroller Payroll

Department of Information Resources
Texas Education Agency

State Comptroller Payroll

Texas Higher Education Coordinating

State Comptroller Payroll

Dalias ISD
State Comgptroller Payroll

Board

Health and Human Services Commission

Legal Services
Employees Retirernent System

State Comptroller Payroll

State Comptrodler Payroll

Emplovees Retirement System
Employees Retirement System

State Comptroller Pavroti

Teacher Retirement System

State Complruller Payrull

Employees Retirement System

State Comptroller Payroill

Department of Public Safety

State Compirgller Payroll

Texas lottery Cammission

$166,000

$168,629

$169,401

$172,500

$178,225

$179,375

$179,772
$180,000

$180.000
$180,000
$183.000
$193,6850

$198,164
$207,960

115

Total
Average

513,096,965
5145,522
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Chair
Robert D, Thomas

Interim Executive Director
John §. Raff, P.E.

Commissioners

Maifing address.
William Allenswonh

P, O. Box 13047

Sleve Alvis .
Patti C. Jones Austin, TX 78711-3047
Mike Novak (512) 463-3446

Rigoberto Villamreal www.fe.state.tx. us

June 13, 2018

Cristina Hemandez

Texas Ethics Commission
Sam Houston Building
201 East 14™ Street
Austin, TX

Re: Install new card readers with hardware on four doors located on the 10" floor.
Install new S2 control panel power supply, with 20 amp/20 volt dedicated circuit in 10™ floor telephone
r00m.

Dear Cristina Hemandez,

Texas Facilities Commission's Miner Construction Department is in receipt of your Portal Request 20821 as
of May 7, 2018. Minor Construction is looking forward to working with you on your project. The
estimated cost of the project will be $49,440,02, see Attachment A.

Your Work Order Number for this project is 639189, We have an experienced team that will be devoted to
providing you with a quality result. Following is information about the Minor Construction tearn member
who will be working with you.

Teionne Woods has been assigned as the Project Manager. Teionne may be contacted by phone at 512-463-
4202, by cell phone at 512-215-1935 or by e-mail at teionne. woods@tte. stale. (x,us.

We've included a Maintenance Approval Letter (MLA) for review and signature,

I trust the above information provides you with the contacts you may need when meking any inguiries
during this project. Please feel free to contact me directly as I am always interested in heaning from you and
knowing about the quality of our work and performance. Upon review and approval, please have the
original signed and return signed original to my attention at the address listed here, or scan and send to my
email address below.
Texas Facilities Commission
Attn: Nathania Morehead
Minor Construction — Room 140
1711 San Jacinto Boulevard
Austin, Texas 78701

Sincerely,

Nathania Morehead

Minor Construction

Tel: (512) 475-2461

Cell: (512) 851-7563

Fax: 512-236-6178

E-mail: natltania.morchead@atic siate tx.us

Texas Faclliles Commission
Plipsical address 1711 San Jeinto Bivd, Austin, Texas 78701 000029
TAB 16 ———mmmye a4 Planning and administering facilities in service 1o the State of Texas x +emm————



TFC Contract NO. 639189

MAINTENANCE LETTER AGREEMENT
BETWEEN
THE TEXAS FACILITIES COMMISSION
AND THE
TEXAS ETHICS COMMISSION (356)

WHEREAS, the Texas Facilities Commission (TFC) is the State agency with a primary responsibility
for maintenance and repair of State buildings, grounds, and property; and

WHEREAS, the Texas Ethics Commission (ETHICS) has requested the TFC provide an estimate
for a proposed project through Work Order No. 639189 / Portal Request No. 20821 and TFC has
reviewed the request and proposes a preliminary estimated budgetary amount of Forty-Nine
Thousand Four Hundred Forty and 02/100 Dollars ($49,440.02).

NoWw, THEREFORE, pursuant to the Interagency Cooperation Act, Chapter 771, Texas Government
Code, and in consideration of the mutual agreements contained herein, the parties agree as follows:

1. The proposed amount of the project requested under Work Order No. 639189 / Portal
Request No. 20821 is Forty-Nine Thousand Four Hundred Forty and 02/100 Dollars ($49,440.02);
and is as further described on the detailed budget attached hereto and incorporated herein as
Attachment A. The proposed amount is based on information provided to TFC by ETHICS and
shall remain valid for a period of thirty (30) days from the date of Texas Facilities Commission’s
letter, June 13, 2018. Failure to approve this work order estimate within thirty (30) days shall
render this estimated budget amount null and void, and will result in the work order being closed.

2. If the work order estimate provided above is under Fifty Thousand and No/100 Dollars
(3$50,000.00), then this letter agreement may serve as the agreement between the parties, upon
execution by Texas Facilities Commission, to move forward with the project. If the estimate
provided is over Fifty Thousand and No/100 Dollars ($50,000.00), then execution of an interagency
cooperation contract between the parties shall be required; however, Texas Ethics Cominission may
request the issuance of an interagency cooperation contract for work proposed under Fifty
Thousand and No/100 Dollars ($50,000.00).

3. Expenses will be based on the actual costs of the work for the Project. Services may include
but not be limited to services required for research, pricing, estimate gathering, construction
document development, and bid monitoring, coordination and evaluation services commenced by
TFC as of the date of this portal request. In addition, if the scope of work changes upon agreement
by TFC and ETHICS, the estimated budget amount may change. An Interagency Transaction
Voucher or Invoice (ITV) for the completed services will be prepared by TFC and Texas Ethics
Commission shall reimburse TFC within thirty (30) days from receipt of ITV or invoice.

4, Pursuant to Rider 15 entitled Capital Construction on Behalf of State Agencies for TFC found
in the GAA, Acts 2017, S.B. 1, 85" Leg,, R.S., art. I (Facilities Commission), any capital items related
to construction of buildings and facilities including minor construction projects greater than
$250,000 performed by TFC on behalf of other state agencies do not apply to TFC for the purpose
of the capital budget rider limitations specified in the GAA, Acts 2017, S.B. 1, 85" Leg., R.S., art.
IX, sec. 14.03. By signing this Contract, Texas Ethics Commission certifies it has the requisite
capital budget authority to fund the services to be provided under this Contract.
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TFC Centract NO, 639189

This letter agreement shal| be effective upon execution by TFC, and it shall continue in effect until
completion of the Project. If the wark proposed is over Fifty Thousand and No/100 Dollars
($50,000.00), an interagency cooperation contract between the parties shall be drafted by TFC and
submitted to Texas Ethics Commission for execution.

TEXAS ETHICS COMMISSION TEXAS FACILITIES COMMISSION

Cristina Hernandez Crhvig W ng%d{ - o
Cate of Execution: _ Date of Execution: & 1D 20 }40
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ATTACHMENT A

Portal Request: # 20821 Prepared by T.F.C. Estimate/Scope
Work Order: # 639189 Minor Construction Date:06/13/2018
Building: SHB

Material Description Quantities Item Price Amount
Box, Junction, 4" x 2-1/8" Deep 3 Ea. $1.50 £4.50
Conduit, EMT, 3/4" 100 Fi. $0.40 $40.00
Connector, EMT, Compression, Steel, 3/4" 7 Ea. $0.50 $3.50
Cover, Metal, Blank, 4" 2 Ea. $0.60 $1.20
Cover, switch 1 Ea. $0.60 $0.60
Straps/Hard ware 1 Ea. §$150.00  $150.00
Wire. Stranded. #12 THHN. Copper 400 Ft. $0.14 $56.00
Coupling, EMT, Compression, Steel, 3/4" 10 Ea. $0.50 $5.00
Conduit, Flex, Steel, 1/2" 6 Ft. $0.45 $2.70
Breaker, 20 amp 1 Ea. $25.00 $25.00
Connector, Flex, Steel, 1/2" 2 Ea. $0.%0 $1.80
Sub Total for Materials $290.30
Contractor (Security) $25,000.00
Contractor (DIR) $7,000.00
Sub Total for Contractors $32,000.00
TFC Carpenter 0 Hr.@ $63.00 $0.00
TEC Electrician 48 Hr.@ $63.00 $3,024.00
TFC Painter 0 Hr.@ $63.00 $0.00
Sub Total for In-House Labor-: ' . $3,024.00
Sub Total ' $35,314.36
Project Coordination §7,062.86
Contingency : $7,062.86
Design Contingency $0.00
Total . I L $49,440.02.
20% Accessible Route Corrections £0.00
Grand Total: = o $49,440.02

Scope of Work:
Install new card readers, electronic lock hardware, REX motion and door contacts on four doors

located on the 10th floor.

Install a new S2 control panelpower supply, and plywood will be installed at 10th Floor
Telephone Room.

Instell one 20 amp/120 volt dedicated circuit for the new security panel.

O\¢-
AL
o-13-18

This quote is based on preliminary pricing.
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Mr. Steven D. Wolens
August 9,2018
Page 2

The Texas Ethics Commission could simply require Texans who register as lobbyists to check a
box or otherwise simply disclose whether they are also required to register with the U.S. Justice
Department under the Foreign Agents Registration Act. Such increased trangparency will improve
the system and help ensure that efforts to exert foreign influence on Texas state government are

properly disclosed.

Thank you for your consideration.
Sincerely,

)g ; 2 :
Giovanni Capriglione

State Representative
District 98

TAB 17

Sarah Davis

State Representative
District 134

000034




TEXAS ETHICS COMMISSION

P.0. Box 12070, Capito! Station
Austin, Texas 7871 1-2070

Steven [ Wolens
Chaae

Chadd M Crayerahl
Vice Chair

Scana Willing
Exceutive Director

August 13, 2018

Representative Glovanni Capriglione
District 98

Room 2.610

P.O. Box 2910

Austin, Texas 78768

Representative Sarah Davis
District 134
Room GW.4
©0.Box 2910
Austin, Texas 78768

Dear Representative Davis and Representative Capriglione:

Consmissioners

Randull H. Frben

Chris Fleod

Mary K, "Kulie" Kennedy
JPatrick W bizell
Richard 8. Schmidt
Joseph O, Slovacek

Just a note to acknowledge receipt of your August 9, 2018 letter regarding posstble changes to the lobby

forms to require disclosure of registered foreign agents,

We are looking at our authority to make this change and the feasibility and cost of doing so.

We will respond maore [ully to your request as soon as possible.

ind regards,

MO ALY SHITE LY By
(512) 463-5800 + FAN(S12)463.5777 - TDD (800) 735-2989
Promoting Public Confidence in Government

TAB 17
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TEXAS ETHICS COMMISSION

P.O. Box 12070, Capilol Station
Austin, Texas 78711-2070

Sweven 1 Wolens — Comntissioners
Chair )
Randall FI. Crben

Chis Flood

Mury K. "Kaiie" Kennedy
Paerick W, Mlizeli
Richard 5. Schmicl
Joseph O, Slovacek

Chad ML Crayerafl
Yice Chair

Seana Williay
Exsentive Direetor

August 28,2018

Representative Giovanni Capriglione
District 98

Room E2.610

P.O. Box 2910

Austin, Texas 78768

Representative Sarah Davis
District 134
Room GW.4
P.O. Box 2910
Austin, Texas 78708
Re: Lobby Disclosure/Registered Foreign Agents

Dear Representalive Davis and Representative Capriglione:

Fam following up on my August 13, 2018 lelter 1o you, in response to your August 9, 2018 letter,
regarding changes to the lobby forms 1o require disclosure of registered foreign agents.

The vendor estimates it will cost approximately $10,000 for the fortns to be changed. This amount is not
included in the Commission’s budget request for the next biennium.

The Commission is planning lo address any related proposed rules at its next scheduled meeting on
October 3 and 4.

Please lel us know if you have any questions.

Steten [, Wolens

(

e, etfiiow. state 1 ns

(S12) 463-5800 + FAX({512)463-5777 » TDD (800} 735-198Y%
Promoting Public Confidence in Goverament

TAB 17 000036
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AGENDA 4, ITEM 4, EXHIBIT C

TEC Responses to
LBB Questions for Joint Budget Hearing

What are the Commission's main goals heading into the 2020-2021 biennium?

a)

b)

Keep pace with the increasing volume of filings:

= Form 1295 Certificates: The TEC receives more than 30,000 electronically filed
reports each year. Starting on January 1, 2015, more than 11,600 Form 1295 filers
have been using the TEC's electronic filing system, filing close to 7,000 certificates
per month. The number of 1295 filings increases each year by 3%. The certificates
have absorbed more than 2/3 of the planned 10-year growth of TEC's electronic
resources for campaign finance, lobby, and personal financial statements
combined. As of September 12, 2018, Form 1295 Certificates account for 67% of
all filers in our system, 77% of our PDFs, and 78% of all reports generated in the
system. The TEC will continue to purchase additional hard drives to allot more
space on our filing system to accommodate these filings. (See Footnotes 6 and 15
of the TEC Administrator's Statement (the “AS™)).

= Calls for technical and legal assistance: From September 1, 2016 through August
31, 2018, the IT Division handled over 18,536 technical support calls. Close to
4,000 calls each year involve Form 1295. During this time, the TEC lawyers have
handled close to 35,000 ethics calls. The volume of calls for assistance increases
during an election year. (See Footnotes 27 and 30 of AS.)

»  Sworn Complaints: From September 1, 2015 through August 31, 2018, TEC staff
attorneys have resolved 822 sworn complaints. The TEC cannot predict the
number of complaints filed each year, but the volume typically increases during an
election year. In FY 18 (September 1, 2017 through August 31, 2018), the TEC
received 374 sworn complaints, the highest number filed in the past 5 years.

» Advisory Opinions: From September 1, 2015 through August 31, 2018, TEC staff
attorneys answered 27 ethics advisory opinion requests.

*« Rulemaking: From September 1, 2015 through August 31, 2018, TEC staff
attorneys have drafted 70 rules and rule amendments that were adopted by the
TEC

Maintain the TEC electronic filing system and replace network switches: The TEC
maintains hardware and software that support the electronic filing and disclosure
database system as well as a web server used by over 20,000 filers to file campaign
finance reports, lobby reports, financial disclosure reports, and Form 1295 certificates.
The TEC must ensure that fees are paid and that licenses do not expire. If that were
to occur (a) the TEC will have no support from industry vendors; (b) software will not
receive updates, including security fixes; and (c) any repairs to hardware will not be
covered by vendors (See Parts 1.B, 1.C, 2.A, 2 B of AS).

Reduce slall turnover: Since September 1, 2016, the TEC has experienced a 27.1%
turnover rate due to eight employees leaving the agency to work at other state
agencies for higher salaries and through retirement. By the end of FY 2018, the
turnover rate will be 37.7% as a result of six employees going to work for other state
agencies and four retirements. The departing employees had a cumulative total of 85
years of experience at the TEC. High turnover has had the hardest impact within the
Legal and IT Divisions. When the statewide government hiring freeze was lifted for FY
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2018, four TEC staff attorneys left the TEC to work for other state agencies for
significantly higher pay. In IT, two programmers left - one to work in the private sector
for a significant salary increase. (See Part 2 G, Footnotes 28- 29, and Tabs 12-13 of
AS).

What are the main challenges for the Commission heading into the 2020-2021 biennium?
See responses to Question 1 above.
Describe the strategy used in producing the 10% reduction schedule for 2020-2021.

(a) Outside Counsel Funding: The 85™ Legislature appropriated additional funding to the
TEC budget in FY 2018-2019 to pay for outside counsel’s legal fees and litigations costs
When these costs exceed the amounts appropriated, the TEC must use funding from other
strategies to cover the shortfall. This occurred in FY 2017, preventing the TEC from filling
2 vacancies in the Legal Enforcement Division. (See Tab 3 of the AS). The TEC's reliance
on outside counsel to defend it in 5 lawsuits, including 7 appeals, has been unavoidable;
but it negatively impacts the TEC’s budget. From August 22, 2014 through August 31,
2018, the TEC has paid $474,254 out of its own budget to cover the costs of litigation and
the work of outside counsel in defense of these lawsuits. The costs to defend the TEC in
the remaining cases and related appeals will continue to accrue throughout the FY 2020-
2021 biennium. The TEC has no way to predict when the remaining cases will be tried on
the merits, what the cost will be to defend the cases at trial and on appeal, or if the OAG
will decline to represent it in future cases. If these costs exceed the appropriation for legal
services or if the legal services budget is reduced, it will harm the ongoing efforts of outside
counsel to defend the TEC. (See Tab 3 of the AS);

(b) Hardware and Software Licenses and Fees: All of TEC's hardware and software
require the purchase and upkeep of licenses and warranties, which protect the ongoing
security and functions of the TEC IT infrastructure. If the fees are not paid and the licenses
expire, (a) the TEC will have no support from industry vendors; (b) software will not receive
updates, including security fixes; and (c¢) any repairs to hardware will not be covered by
vendors. Because of budget restrictions, the TEC cannot use appropriations from other
strategies or divisions to cover these costs in the event of a 10% reduction. (See Parts
1B,1.C, 2.A, 2B of AS). (See Tab 4 of the AS); and

(c) Maintenance Hours: The vendor that designed and developed the electronic filing and
disclosure database system continually maintains the system in order to ensure it
functions properly. The 10% reduction will delay or prevent the TEC from having the
vendor correct errors and defects, which will affect the performance of the system and
negatively impact filers trying to meet statutory filing deadlines. Because of budget
restrictions, the TEC cannot use appropriations from other strategies or divisions to cover
these costs in the event of a 10% reduction. (See Tabs 6-7 of the AS).

Describe any staffing needs/challenges at the Commission, and your strategy to address them.
The TEC's staffing needs are outlined in the TEC Administrator’s Statement (AS):

a) Two programmers for the IT Division: these positions are needed to meet the
growing demands of maintaining the electronic filing and disclosure database
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b)

c)

system and providing technical support to filers and to the other divisions within
the TEC The architecture of the electronic filing system is complex, as is
understanding the complexities of the campaign finance and disclosure laws the
system was designed to address. The TEC must offer competitive salaries to
attract and retain IT professionals with superior technical expertise and the ability
to understand the laws administered and enforced by the TEC In August 2018,
the longest tenured programmer retired leaving the IT Division critically
understaffed. This will negatively impact the TEC’s ability to maintain the electronic
filing system and places the entire IT infrastructure at risk. It also delays the TEC’s
ability to provide valuable technical assistance to filers. (See ltem 2.C of the AS)

An_attorney for_the ethics helpline: Each year, TEC staff attorneys handle an
average of 20,000 calls, providing information and guidance about Texas election
laws, lobby laws, financial disclosure laws, Form 1295 laws, and other ethics laws
to legislators, filers, judges, state officials, state employees, the media and the
public. Having an experienced staff attorney dedicated to handling ethics calls,
similar to how the State Bar of Texas operates its Attorney Helpline, would allow
the TEC attorneys to focus on ethics training, enforcement, advisory opinions, and
rule drafting, while continuing to provide the same level of exceptional customer
service to the regulated community and the public. (See item 2.F of the AS)

A CAPPS staff person: Starting on September 1, 2018, the TEC began its
mandatory transition to the Accounting/Financial phase of the Comptroller's new
Centralized Accounting and Payroll/Personnel System (CAPPS). The second
phase of this transition involving Payroll and Personnel is scheduled to begin on
September 1, 2019. The Legislature has appropriated $40,000 and an FTE to
assist with the first phase of the transition in FY 2019. In order to prepare for the
second phase, the TEC is requesting to retain that FTE with additional funding for
FY 2020. (See ltem 2.J of the AS).

The challenges to staffing are:

a)

b)

Salaries at the TEC fall below the state average in all areas and are not competitive
in a strong Austin job market. (See Tabs 14-15 of the AS).

The TEC loses institutional knowledge and experience through staff retirements
and due to staff moving to other state agencies for higher pay, leaving remaining
staff to take on additional duties for little to no increase in pay. (See Footnotes 21,
28, 29, 31, 34; Tabs 12-13 of the AS).

Strategies to address these challenges include:

Expanding networks for sharing job postings and utilizing social media to recruit
well-qualified, experienced applicants;

Cross-train current staff in other job areas to facilitate career advancement within
the agency and ensure continuity of work when experienced staff retire;

Implementing productivity efficiencies and training staff on new technologies and
automation. (See ltem 2.D of the AS)

Electronic Filing System: Describe any trends in utilization of the system. What are the changes

that will need to be made to this system in response to legislation?



d) HB1295 was an unfunded mandate passed by the 84th Legislature that required
Certificates of interested Parties to be filed with the TEC (Form 1295
Certificates). Since January 1, 2015, these certificates have absorbed more than 2/3
of the planned 10-year growth of TEC's electronic resources for campaign finance,
lobby, and personal financial statements combined. As of September 12, 2018, Form
1295 Certificates account for 67% of all filers in our system, 77% of our PDFs, and
78% of all reports generated in the system These numbers continue to climb, with
filings increasing by 3% each year (See Footnote 6 of AS). The TEC has had to
purchase additional hard drives to allot more space on our filing system. Adding the
Form 1295 application to the filing system maintenance contract increased the annual
contract cost by $25,000, which has been partially covered in FY 2018-2019 as a result
of a $22,890 appropriation from the 85 Legislature (See Footnotes 6 and 15 of AS).

e) The TEC is requesting funding to implement a Case Management System to move the
TEC to a paperless environment. This will result in a cost savings to the TEC by
reducing costs associated with paper, copying, printing, postage, and storage. it would
also provide a secure location for electronic storage of confidential data, including
sworn complaint files and filers’ sensitive financial information. CMS would allow
managers, attorneys, and legal support staff to reduce the time spent on each casefile,
manage and meet deadlines, and speed up the investigation and resolution of
enforcement cases. It would allow automation of preparing correspondence, notices,
and orders. On average, sworn complaints require a minimum of four letters to the
complainant, five letters to the respondent, and at least one final order; cases that
require a preliminary review hearing will generate additional letters, notices, and
orders. With an automated case management system, the time spent drafting and
finalizing thousands of letters and orders each year could be reduced, tracked, and
better managed for improved efficiencies, allowing staff to focus on other tasks for
greater overall productivity. CMS would also speed up the retrieval of data and improve
the accuracy of reports requested by Legislators and the LBB during the session and
in response to interim charges. The current manual system for managing casefiles and
storing and retrieving data is inefficient, time-consuming, imprecise, and redundant.
(See ltem 2.D of AS).

f)  The TEC faces a challenge with the dramatic increase in the size of campaign finance
reports from a very small number of filers (i.e., SPAC 00051153 Texans for Greg
Abbott) that have been taxing our filing system limits. We have spent $62,000 for
enhancement hours and our vendor has donated an additional $26,000 of
enhancement hours to make changes to the system to accommodate these non-
standard, extremely large reports. These changes benefit less than 1% of our filers
and are costly to implement.

Changes from the 85" Legislative Session are:

a) State law is requiring stricter control on the release of personal identifying data
information for security reasons. The law requiring redaction of home addresses from
Personal Financial Statements (PFS) of judges was extended to include all PFS filers.
The law allowing redaction of the names of dependent children upon written request
was extended to require redaction of the names of dependent children for all PFS
filers. We are paying our software vendor $125/hour to change our filing system to
make these redactions electronically. The anticipated total cost is $100,000. (We are
making redactions manually until this work is completed.)



b) The 85th Legislature passed a bill adding 3 new sections to the Personal Financial
Statement. These changes go into effect in January 2019. We are paying our vendor
$125/hour to make these changes. The anticipated total cost will be $33,000

c) Legislation passed by the 86th Legislature may result in changes required for our
electronic filing system. In August 2018, two Legislators asked the TEC to consider
issuing a rule requiring lobbyists who are, or work for, foreign agents to disclose this
information in their lobby registration form. The likely cost to make this change to the
lobby registration form and the electronic filing system would be 80 hours of work by
the vendor at $125/hour ($10,000). (See Tabs 16-17).

6. Legal Guidance/Opinions: Describe any trends in the types of opinions being requested/issued
{any rule in particular causing more work for this division?).

a) Calls: TEC staff attorneys annually handle about 20,000 calls for guidance about
Texas election laws, lobby laws, financial disclosure laws, Form 1295 laws, and other
ethics laws from legislators, filers, judges, state officials, state employees, the media
and the public (See Part 2.F — page 6 - of the AS). The volume of calls increases
during an election year. The calls are generally answered by referring the caller to the
relevant statutes, rules, and advisory opinions.

b) Advisory Opinions: From September 1, 2015 through August 31, 2018, TEC staff
attorneys answered 27 ethics advisory opinion requests. The most common advisory
opinion requests involve questions about:

1) the proper use of pubiic funds for communications about a measure or
candidate/officeholder;’

2) whether certain expenditures of political funds by a candidate/officeholder
constitute a conversion to personal use;? and

3) whether a former state employee’s acceptance of a subsequent job, or working on
a particular matter, would violate the revolving door laws.3

! Independent School Districts and other political subdivisions often ask the TEC to decide whether flyers,
a website, or other literature violates section 2565.003 of the Election by advocating for the passage of a
measure, rather than merely explaining its purpose. Officeholders also ask whether constituent newsletters
constitute political advertising, or whether uses of public property for political advertising would violate
section 255.003 At its next meeting in October 2018, the TEC will consider whether a judge may use a
photograph taken of the judge in the judge's courtroom in political advertising

2 Since it was created in 1992, the TEC has issued more than 70 advisory opinions answering whether
certain uses of political funds constitute a conversation to personal use The proper use of political
contributions continues to be a major question answered by TEC through advisory opinions, informally over
the phone, and through the sworn complaint process. In 2018, the TEC already issued two advisory
opinions on conversion to personal use The first answered whether a judge may use political contributions
to pay the costs associated with membership in an organization that helps its members develop leadership
skills The second answered whether a candidate may use political contributions to pay childcare expenses
to facilitate the candidate’s participation in campaign activities.

? State employees transitioning to the private sector ask whether the state revolving door laws (sections
572 054 or 572 069 of the Government Code) would prohibit them from accepting employment from a
particular employer or regarding a particular matter These requests are often fact intensive and can require
a significant amount of research and fact-gathering from the requestor
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c) Sworn Complaints: From September 1, 2015 through August 31, 2018, TEC staff
attorneys have resolved 822 sworn complaints. The TEC cannot predict the number
of complaints filed each year, but the volume typically increases during an election
year. In FY 18 (September 1, 2017 through August 31, 2018), the TEC received 374
sworn complaints, the highest number filed in the past 5 years.

d) Rule Making: One potential emerging trend is members of the regulated community
petitioning for rulemaking as authorized under the Administrative Procedure Act. In
2018, for the first time in at least five years, the TEC initiated a rulemaking proceeding
in response to a petition. The petition requested a rule clarifying corporations’ ability
to fund general-purpose political committees Starting in July 2017 and continuing
through June 2018, the TEC has approved a comprehensive package of procedural
rules intended to codify a fair and efficient sworn complaint process. The TEC is
currently considering a rule to clarify how the political advertising disclosure law
applies to Internet advertising.

Enforcement: Describe general trends and any challenges related to defending the state's ethics
laws. How has the reliance on outside counsel affected the agency's operations?

The TEC’s reliance on outside counsel has an impact on the budget. From August 22,
2014 through August 31, 2018, as a resuit of the OAG's decision not to represent the TEC,
the TEC has spent about $450,000 from its budget to defend itself through outside counsel
in 5 lawsuits, including 7 appeals.

The TEC has been well-represented by Beck Redden attorneys, Eric Nichols, Amanda
Taylor, and Amy Penn, who have been attentive, responsive, and have provided
exceptional service at a reduced rate. As a result of their work, outside counsel has been
able to resolve two of the cases (See Footnote 10 of AS) and they have obtained favorable
outcomes on appeal in the remaining three matters (See Footnote 11 of AS). To date,
none of these cases has been tried on the merits and the TEC is unable to predict when
the cases will go to trial. This uncertainty means further reliance on the services of outside
counsel through FY 2020-2021.

Disclosure Filing: Describe trends or challenges in the collection of document filing revenue.

At Tab 2 of the AS, the TEC provided revenue collection data for late penalties,
sworn complaint fines, lobby registrations, and copy orders covering the past 6
fiscal years. Based on the data in Tab 2:

a) The number of initial late notices sent to filers averages 1200 to 1400 notices
per year.

b) TEC's average collection rate per year is 42% of the total amount of assessed
penalties, which includes payment directly to the TEC, payments to the
Comptroller through warrant holds, and payments recovered through
collection actions by the OAG.

¢) TEC's delinquent filer list contains 850 filers with $1,835,800 owed in unpaid
fines as of September 12, 2018. This list has been growing since 2006.

The TEC faces the following challenges collecting penalties:



a)

b)

Collection Procedures: TEC relies on the OAG to collect unpaid penalties The
OAG has a policy that it will not begin collection until a filer's unpaid penalties
reach or exceed $2,500. Most penalties for late-filing are set by statute at
$500, and by statute, cannot be raised for nonpayment until the filer is notified
by registered mail that the report is more than 30 days late. Elec Code
§ 254 .042(b). When possible, the TEC will raise the late filing penalty to a
collectable level at which point the matter can be referred to the OAG for
collection. By taw, the TEC cannot raise the fine to a collectable amount
without confirmation that the filer received the statutorily-required registered
notice letter. On average, the TEC refers 160 filers per year to the OAG for
collection.

Payment Processing: Under Comptrolier rules and procedures, credit card
service fees must come out of the agency budget and not out of the penalties
paid. The TEC discontinued collecting fines via credit card as a result of this
rule. An alternative is to implement a new credit card payments collection
system using Texas.gov; however, integrating the Texas.gov payment system
into the TEC electronic filing system will require paying an outside vendor for
the enhancements at $125/hour.

Warrant Holds: Most filers are not state employees (and they are not winning
the lottery, from which funds could also be withheld). Therefore, the State
collects only about $9,000 per year through warrant holds. As of September
12, 2018, 384 filers with outstanding penalties are currently on active warrant
holds.






The draft meeting minutes will be available
on our website the day before the meeting, at
https://www.ethics.state.tx.us/DraftMinutes.
If you would like a copy of the draft minutes, please
provide your email address below, and return this sheet to

Ethics Commission staff at the meeting.

Email address:







AGENDA 4, ITEM 8, EXHIBIT A
DRAFT

ETHICS ADVISORY OPINION NO.

June 27, 2018

Whether a judge or a candidate for judicial office may use public resources for campaign
purposes, and whether an associate judge may wear judicial robes and use the title “associate
Judge” in political advertising. (SP-14)

SUMMARY

Section 39.02(a)(2) of the Penal Code and section 255.003(a) of the Election Code prohibit a
judge from using the courtroom in which the judge presides to create a photograph for political
advertising. These statutes do not prohibit a judge from using the public steps of a courthouse to
create a photograph for political advertising. Section 39.02(a)(1) of the Penal Code may,
depending on all applicable laws, prohibit a judge from using the public steps of a courthouse to
create a photograph for political advertising. These statutes do not apply to a person who is a
candidate for judicial office and is not otherwise a public servant.

Section 255.006 of the Election Code does not prohibit an associate judge from wearing judicial
robes or referring to the judge in political advertising as “Associate Judge, 1000th District Court,
Texas County.”

ANALYSIS

The Texas Ethics Commission (“Commission”), on its own initiative, issues this advisory
opinion to address whether a judge may use the courtroom in which the judge presides, including
the bench located in the courtroom, or the public steps of a courthouse to create a photograph for
political advertising. To resolve this question, we must address sections 39.02(a)(2) and
39.02(a)(1) of the Penal Code and section 255.003(a) of the Election Code, which restrict the use
of public resources for political advertising. We also address whether an associate judge may
wear judicial robes or use the title “associate judge” in political advertising under section
255.006 of the Election Code.

{Ise uf Public Resources for Polincal Advertising

Section 39.02(a)(2), Penal Code
Section 39.02(a)(2) of the Penal Code states that a public servant may not, with intent to obtain a

benetit or harm or defraud another. intentionally or knowingly “misuse(] government property,
services, personnel. or any other thing of value belonging to the government that has come into
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the public servant’s custody or possession by virtue of the public servant's olfice or
employment.”! Penal Code § 39.02(a)(2). A public servant includes an officer, employee, or
agent of government or a candidate for nomination or election to public office.? A “misuse”
means:

[T]o deal with government property contrary to:

(A) an agreement under which the public servant holds the
property;

(B) a contract of employment or oath of office of a public servant;

(C) a law, including provisions of the General Appropriations Act
specifically relating to government property, that prescribes the
manner of custody or disposition of the property; or

(D) a limited purpose for which the property is delivered or
received.

1d. §39.01(2).

The use of government resources for campaign purposes is a misuse contrary to the state
constitutional requirements that public money be used for a public purpose. Tex. Const. art. 111,
§§ 51, 52(a).® Section 39.02(a)(2) of the Penal Code applies only to a misuse of government
resources that have “come into the public servant’s custody or possession by virtue of the public
servant’s office or employment.” Whether a particular government resource is in a public
servant’s custody or possession by virtue of the public servant’s office or employment depends
upon the specific facts. In our opinion, a judge would have custody or possession® of the

' We assume for purposes of this opinion that the judge acts with intent to obtain a benefit or to harm or defraud
another. “Benefit” is defined, in pertinent part, as “anything reasonably regarded as pecuniary gain or pecuniary
advantage.” Penal Code. § 1.07(a)(7).

2 1d. § 1.07(41)(A), (E).

? Tex. Cost. art. 111, §§ 51 (legislature may not authorize grant of public money to any individual, association,
municipal or other corporation), 52(a) (legislature may not authorize any county, city, town or other political
corporation or subdivision of the state to grant public money or thing of value in aid of or to any individual.
association, or corporation). See also Ethics Advisory Opinion Nos. 386 (1997) (use of state equipment or state
employees to handle campaign contributions or prepare campaign finance reports for officeholders is a misuse of
government resources), 172 (1993) (state employees™ work time may not be used to handle campaign contributions
or expenditures); Gov’t Code § 556.004 (prohibiting use of legislatively appropriated money and other resources for
campaign purposes); Atlorney General Opinions DM-431 (1997), JM-685 (1993) (both holding that governmental
entity may not pay costs in connection with election contest involving government officeholder), MW-36 (1979)
(public body has no authority to contribute public funds to or on behalf of an individual or organization).

4 “Custody” is defined as “[t}he care and control of a thing or person for inspection, preservation, or security.”
Black’s Law Dictionary 467 (10th ed. 2014). “Possession” is defined as “[t}he fact of having or holding property in
one’s power; the exercise of dominion over property,” and “[t}he right under which one may exercise contro} over
something 1o the exclusion of all others.” /d. at 1351.
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courtroom in which the judge presides by virtue ol being a judge, and therefore scction
39.02(a)(2) of the Penal Code would prohibit a judge from using the courtroom in which the
judge presides, including the bench located in the courtroom. to create a photograph for political
advertising. With respect to the use of the public steps of a courthouse 1o create a photograph for
political advertising, in our opinion, such an area would not be in the “custody or possession™ of
a judge. Therefore, section 39.02(a)(2) ot the Penal Code would not prohibit a judge from using
the public steps of a courthouse to create a photograph for political advertising. We do not
address in this opinion the use of a government facility that is a public forum.’

With respect to whether a candidate for judicial office may use a courtroom or the public steps of
a courthouse for political advertising, we do not think section 39.02(a)(2) of the Penal Code
would apply to a person whose only status as a public servant is as a candidate for judicial office
because a candidate does not have an “office or employment™ as a candidate.

Section 39.02(a)(1), Penal Code

Section 39.02(a)(1) of the Penal Code states that a public servant may not, with intent to obtain a
benefit or harm or defraud another, intentionally or knowingly “violate[] a law relating to the
public servant’s office or employment.” Penal Code § 39.02(a)(1).° Section 39.02(a)(2) of the
Penal Code and the constitutional requirement to use public money for a public purpose are laws
relating to the judge’s office or employment. Therefore, in our opinion, a judge would violate
section 39.02(a)(1) of the Penal Code by using the courtroom in which the judge presides,
including the bench located in the courtroom, to create a photograph for political advertising. We
also do not think section 39.02(a)(1) of the Penal Code applies to a person who is a public
servant only by virtue of being a candidate for judicial office or to the use of the steps of a
courthouse that are operating as a public forum.

However, we caution that additional legal restrictions may apply to the use of any public
resources, including other state or local laws or policies, and such restrictions may constitute law
relating to a public servant’s office or employment under section 39.02(a)(1) of the Penal Code.
This prohibition has a wide application and “allows for a vast array of potential means of

> Whether a governmental body has the legal authority to designate any facility as a public forum should be directed
to the respective governmental body or to the Office of the Attorney General. See. e g.. Attorney General Opinion
No. DM-64 (1991) (addressing whether state appropriations act prohibits police department from designating its
property as a public forum for distributing literature and soliciting funds). Whether any restriction on the use of a
pubjic forum for speech or political expression is enforceable must be considered in light of the First Amendment.
See United States v Grace, 461 U.S. 171, 177 (1983) (quoting Perry Educ Ass'ny Perry Local Educators’ Assn,
460 U.S. 37, 45 (1983)) (a governmental body may enforce “reasonable time, place. and manner regulations in a
public forum as long as the restrictions are content-neutral, are narrowly tailored to serve a signiticant government
interest, and leave open ample alternative channels of communication™).

¢ “Law relating to a public servant’s office or employment” means a law that specifically applies to a person acting
in the capacity of a public servant and that directly or indirectly: (A) imposes a duty on the public servant; or (B)
governs the conduct of the public servant. /d. § 39.01(1). “Law’” means the constitution or a statute of this state or of
the United Slates, a written opinion of a court of record, a municipal ordinance, an order of a county commissioners
court, or a rule authorized by and lawfully adopted under a statute. /d. § 1.07(a)(30).
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committing the offense.” Srate v. Martinez, 2018 Tex. App. LEXIS 2590, 16 (Tex. App. |3th—
Corpus Christi — Edinburg) (Apr. 12. 2018) (indictment alleging an offense under this provision
must specily which law or laws relating to the public servant’s office or employment were
allegedly violated). Accordingly, we cannot provide assurance that section 39.02(a)(1) of the
Penal Code, depending upon all applicable laws, would not prohibit a judge from using other
government resources, including the public steps of a courthouse, to create a photograph for
political advertising.’

Section 255.003(a), Election Code

Section 255.003(a) of the Election Code states that an officer or employee of a political
subdivision may not knowingly “spend or authorize the spending of public funds for political
advertising.” Elec. Code § 255.003(a).® The “spending” of public funds includes the use of a
political subdivision employee’s work time or a political subdivision’s equipment or facilities.’
“Political advertising” is defined, in pertinent part, as a communication supporting or opposing a
candidate for nomination or election to a public office or a public officer that is published or
broadcast in return for consideration or appears in various forms of writing or on an Internet
website. Id. § 251.001(16).

In our opinion, this statute would prohibit a judge from using the courtroom in which the judge
presides, including the bench located inside the courtroom, to create a photograph for political
advertising.'® However, this statute only applies to an officer or employee of a political
subdivision and therefore does not apply to a person who is a candidate for judicial office and is
not also an officer or employee of a political subdivision. Additionally, we do not think a judge’s
use of the public steps of a courthouse to create a photograph for political advertising would
constitute spending, or the authorization to spend, public funds for political advertising, and
therefore would not violate section 255.003(a) of the Election Code.

Use of "Associate Judee " in Political Advertising

T We cannot opine on laws outside our jurisdiction. Gov’t Code §571.091 (specifying the laws subject to an advisory
opinion by the Commission).

8 This law would apply to a judge who is an officer or employee of a political subdivision, whereas section 39.02 of
the Penal Code applies to any public servant, including a state judge. See Penal Code § 1.07(41) (defining “public
servant™ to include an officer, employee. or agent of government).

? See, e g. Ethics Advisory Opinion Nos. 443 (2002) (placement of campaign flyers in a school district teachers’
lounge would involve the spending of public funds), 45 (1992) (distribution of political advertising using school
district equipment or school district employees on school district time is prohibited); Attorney General Opinion No.
KP-177 (2018) (this statute prohibits the use of school district staff, facilities, or other resources to advertise for or
against a candidate or measure).

'" As noted above in this opinion, we do not address the use of a government facility that is a public forum.
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We also address in this opinion whether an associate judge. who is also a candidate lor state
district judge, may wear judicial robes or refer to himsell in political advertising in the following
manner: “John Smith. Associate Judge. 1000th District Court, Texas County.”

Section 255.006 of the Election Code states:

(a) A person commits an offense if the person knowingly enters into a contract or
other agreement to print, publish, or broadcast political advertising with the intent
to represent to an ordinary and prudent person that a candidate holds a public
office he does not hold at the time the agreement is made.

(b) A person commits an offense if the person knowingly represents in a
campaign communication that a candidate holds a public office he does not hold
at the time the representation is made.

That law generally does not prohibit a judge from using the title “judge” in political advertising
or campaign communications for another judicial office as long as the communications do not
suggest that the judge holds a public office the person does not hold. See, e.g., Ethics Advisory
Opinion No. 171 (1993) (a part-time municipal judge seeking the office of district or county
court-at-law judge may use the title “judge” in political advertising); see also Elec. Code
§§ 251.001(16), (17) (defining “political advertising” and “campaign communication”).

For purposes of this opinion, the issue is whether wearing judicial robes or the use of the title
“associate judge” would represent that the judge holds a public office, not whether the judge is
actually a judge. In this instance, wearing judicial robes or using a reference to the associate
judge as “Associate Judge, 1000th District Court, Texas County” does not, by itself, represent
that the judge holds an office the judge does not hold, and therefore would not violate section
255.006 of the Election Code.
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RULEMAKING PETITION OF §  BEFORE THE TEXAS ETHICS

§
ONE REALCO CORPORATION § COMMISSION RECEIVED

§

§ MAY 07 2018

ORIGINAL PETITION FOR RULEMAKING L 1exas Ethics Commission

COMES NOW, One Realco Corporation (Petitioner) on its own behalf and files this rulemaking
petition with the Texas Ethics Commission (TEC) seeking to add a rule to be designated as 1
TAC §24.18.
L. Petitioner

Petitioner is a Texas corporation that intends to make political expenditures to finance the
establishment, administration, maintenance, or operation of a Texas general-purpose committee.

2. Legal Authority

This petition is brought pursuant to Texas Government Code § 571.062(b) and Texas
Government Code § 2001.021.
3. Current Rule

There is currently no rule that provides guidance on the manner for designating a
corporate contribution to a general-purpose committee to be used for establishing, administering,
maintaining, or operating such committee.

4. Proposed Rule

§ 24.18. Designation of Contribution for Administrative Purposes. Any of the

following will serve to designale a_corporate expenditure as restricled (o the establishment,

administration, maintenance, or operation of a general-purpose committee:







As proposed, the rule would provide three mechanisms for properly designating a
contribution as intended for administrative purposes. First, the contribution can be accompanied
by a written designation restricting the use of the funds to administration of the receiving
general-purpose committee. Second, if the check itself contains language indicating that the
contribution is from a corporation, that language will serve as a designation of the contribution
for administrative uses (or, at the very least, clear and conspicuous notice to the recipient
general-purpose committee). Third, if the recipient general-purpose committee reports the
contribution as originating from a corporation, the contribution is deemed to have been properly
designated. Any of these three options would provide evidence of the contributing corporation’s
or labor organization’s designation for administrative purposes.

6.  Request for Rulemaking. I'or the reasons stated above, the Petitioner requests the TEC to

initiate a rulemaking proceeding and to adopt 1 TAC §24.18 to establish methods for properly

designating a corporate contribution to a general-purpose committee.

Signed on this the 4" day of May, 2018.

Respectfully submitted,

it
e - \
By ¢ ‘ f{)/l/ /AT é//i-—e/\
- Ross Fischer / «
State Bar No /24004647
The Gober Group, PLLC
P.O. Box 341016

Austin, Texas 78734
(512) 354-1786, Fax (877) 437-5755

ATTORNEYS FOR PETITIONER
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AGENDA 4, ITEM 12, EXHIBIT A

EXHIDIT A
Text of Preposed New Rules and Amendments

The proposed new language is indicated by underlined text.
The deleted langoage 15 indicated by [setcethrooph] texl

Chapter 20, REPORTING POLITICAL CONTRIBUTIONS AND
EXPENDITURES

Subcehapter H. RULES APPLICABLE TO A POLITICAL PARTY ACCEPTING
CONTRIBUTIONS FROM CORPORATIONS OR LABOR ORGANIZATIONS
§20.521, Restrictions on Use of Contributiens from Corporations or Labor

Orpanizations.

A political party that accepts a contribution authorized by §233 104 ol the Llectiom Code

[a2d 19 ol ihis (Hhetrekttrgte-Eont ibuiion 1o 2 Politiesd-Pasbet] may ase the contribution
only for the following porposes:
{13 to defray normal overhead and administrative or operating costs incurred by the
party; ar

{2) (o administer a primary election or convention held hy the party.

§20.523. Separate Account Required.

{a) Contributions authorized by §233. 504 ol the § Tection Code [424-Href thistide frelating
te-Contributan-to-a-Pobbeat- Barbd | must be maintained in an account separate from other
contributions accepted hy a politieal party

thi Interest and other income earned from contributions authorized by §253 104 ol the
Flectnm € onde [924 19 o Ui Ode-frelating-to Coitinbutaon By Podibicad Paby ] must be
maintained in the acceunt required by subsection (a) of this section.

{c) Provetds froin the sale or rent of assets purchased either with contributions authorized

ba & i k0ol the Dlection Code [$24 19 of s ke (sl et thabeitoPohtbend
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Rarped] or wilh interest or olher income earned rom such conibutions must be maimained

in the account required by subsection {a} of this scction,

§20.525. Record of Contributions and Expenditures and Contents of Repart.

(@) The party chair ol g political party is required 1o maintain a record of all contributions
from corporations and labor urganizations and =l expendiiures Nvom such conuriibulions,

(b} The party chair of a political parly shull preserve the record reguired by subsecthon (a)
of this scction for at least two years atier the fiting deadline for the report containing the

intgrmation on the record.

{c} The party chair of o political porty that accepts contributions authorized by §253.104 of
e Eolevtion Code ($240 19 o thisHetrelating o Contebaten oo Pobite Pardy )] shall
report all contributions and cxpenditures made to and from the account required by §20.523
of this title (relating o Separate Account Required), in accordance with the reporting
schedule in §20.529 of ihis title {rclating to Reporting Schedule for Political Party

Accepting Corporate or Labor Organization Contribubions).

Subchapter I RULES APPLICABLE TO A POLITICAL PARTY'S COUNTY
EXECUTIVE COMMITTEE

§20.561. County Ixecutive Commmittee Accepting Contributions from Corporations

and/or Labor OQrganizations.

{2) A counly executive committee thal accepts cantributions from corporations o labor
organizations authorized by 32531040 ol the lecnon ¢ ode [$2439-efthiside{rekting
to-ContributtentoaPobbeat Parby ] 15 subyect 1o the provisions set out 1n Subchapter 1 ol
this chapter (relating w Rutes Applicable (o o Political Tary Accepting Contributions trom

Corporations or Labor Organizations).
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As proposed, the rule would provide three mechanisms for properly designating a
contribution as intended for administrative purposes. First, the contribution can be accompanied
by a written designation restricting the use of the funds to administration of the recciving
general-purpose committee. Second, if the check itself contains language indicating that the
contribution is from a corporation, that language will serve as a designation of the contribution
for administrative uses (or, at the very least, clear and conspicuous notice to the recipient
general-purpose committee). Third, if the recipient general-purpose committee reports the
contribution as originating from a corporation, the contribution is deemed to have been property
designated. Any of these three options would provide evidence of the contribuling corporation’s
or labor organization’s designation for administrative purposes.

6.  Request for Rulemaking. For the reasons stated above, the Petitioner requests the TEC to

initiate a rulemaking proceeding and to adopt 1 TAC §24.18 to establish methods for properly

designating a corporate contribution to a general-purpose committee.

Signed on this the 4™ day of May, 2018.

Respectfully submitted,

- Rass Fischer /
State Bar Nu./24004647
The Gober Group, PLLC
P.0. Box 341016
Austin, Texas 78734
(512)354-1786, Fax (877) 437-5755
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LEthics Advisory Opinton No. Page 2
August 14, 1998

A corporation, acting alone or with one or more other corporations, may make
one or more political expenditures to finance the establishment or administration of

a general-purpose political committee.

Id. § 253.100(a). The question raised here is whether that provision permits a corporation to make
political expenditures to defray administrative expenses of a general-purpose committee even if the

corporation did not establish the committce and has no other connection to the committee.

The language of section 253.100(a) is susceptible of the'interpretation that any corporation
may make political expenditures to finance the administration of any general-purpose political
committee. The legislative history of section 253.100(a), however, suggests that the legislative
intent underlying that section was that a corporation could make expenditures to defray
administrative cxpenses of a general-purpose political committee only if the corporation had

participated in the establishment of the committee.

In 1975, the legislature created several exceptions to the longstanding prohibition on political
contributions and expenditures by corporations. Acts 1975, 64th Leg., ch. 711, § 8at 2257,2262-63.
See generally Acts 1951, 52nd Leg., ch. 492, at 1097, 1190-91 (creating Election Code and
prohibiting corporate political contributions and expenditures). One of the exceptions provided that,

for purposes of the prohibition on political contributions and expenditures, the phrase “contribution
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Ethics Advisory Opinion No. Page 3
August 14, 1998

or expenditure” did not include expenditures for “the establishment, administration, and solicitation
of contributions to a separate segregated fund to be utilized for political purposes by a corporation
or labor organization.” Acts 1975, 64th Leg., ch. 711, § 8, at 2257, 2263. The quoted language was
a verbatim duplication of Congress’s 1972 amendment to the federal prohibition on corporate
campaign contributions and expenditurcs in connection with federal elections.? Federal Election
Campaign Act of 1971, Pub. L. No. 92-225, § 205, 86 Stat. 10(1972). Federal Election Commission
rules have interpreted that language to mean that a corporation may provide administrative support
only to a separate segregate fund (a PAC) that the corporation itself established.” 11 C:F.R. §§
102.14(c) (name of separate segregated fund must contain name of its connected organization),
114.5(b) (corporation may use general treasury funds to establish and administer its separate
segregated fund). In our view, that is the most reasonable interpretation of that language. See
Eckerdt v. Frostex Foods, Inc., 802 S.W.2d 70, 72 (Tex. App.—Austin 1990, no writ) (in construing

state statute, court may consider how similar federal statute has been implemented).

Since 1975, the Texas legislature has on scveral occasions amended the language of the

provision regarding corporation expenditures for the administrative expenses of a general-purpose

The Texas law carried forward even the failure to include the preposition “of” to connect the words
“establishment” and “administration” to the phrase “a separate segregated fund.” The omission has since been corrected
in the Texas law, but nol n the federal law.

3There have been minor changes to the wording of the federal law since 1972. Pub. L 94-283, Title 1,
§ 112(2), May 11, 1976, 90 Stats. 490; Pub. L. 96-187, Title 1, §§ 105(5), 112(d), Jan. &, 1980, 93 Stat. 1354, 1366.
The provision is now codified at 2 U.S.C. § 441D(b)(2)(C).
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political committee. In 1977, the legislature amended the provision to state that, for purposes of the
prohibition on political contributions and expenditures by corporations, the phrase “contribution or
expenditure” did not include expenditures for “the establishment, administration and solicitation of
contributions from the members and their families of one or more labor organizations, or from the
stockholders, employees and their families of one or more corporations, or from the members and
their families of one or more associations to a separate segré’g-ated fund or other general purpose
political committee to be utilized for political purposes by one or more corporations or one or more
labor organizations.” Acts 1977, 65th Leg., ch. 276, § 6, at 735, 738. By pluralizing the references
to corporations and labor organizations, the legislature made clear 1;hat\001‘porations could pool their
resources in establishing and administering political committees. The changes did not, however,
indicate that a corporation that had not been involved in the establishment of a political committee

would be permitted to make expenditures to defray the committee’s adininistrative expenses.

In 1987, the legislature adopted the current language of section 253.100(a) as part of an
across-the-board revision of the campaign finance law. Acts 1987, 70th Leg., ch. 899, § 1, at 2995,
3010. After the revision the words “establishiment’” and “administration”” were connected by “or”

rather than “and” so that the law states:
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A corporation, acting alone or with one or more other corporations, may make
one or more political expenditures to finance the establishment or administration of

a general-purpose political committee.

Id. The use of “or” instead of “and” gives an entirely new cast to the provision and suggests that
there need be no connection between a corporation that establishes a general-purpose political
committee and a corporation that makes expenditures to defray the committee’s administrative
expenses. In our view, however, the legislature did not intend the revision to change the scope of
the exception set out in section 253.100(a). The recommendation for revision to the Election Code
from the Texas Legislative Council to the 69th Legislature indicates that the language in section
253.100(a) was intended as a nonsubstantive change. TEX. LEGIS. COUNCIL, REPORT OF THE ELEC.
CoDE STUDY CoMM. ELEC. CODE VOLUME 11, p. 189 (Feb. 1985).* Furthermore, in 1991 the
legislature amended the campaign finance law to permit a corporation (or labor organization) to
make contributions to the state or county executive committee of a political party to be used to
defray administrative expenses. Acts 1991, 72nd Leg., ch. 304, §§ 5.08, 5.19, at 1290, 1327, 1330-

31 (codified at Elec. Code §§ 253.104, 257.002 - .005). The addition of that provision would have

*Although the recommendalions from the Texas Legislative Counci] were submitted to the 69th Legislature,
S.B. 1068 proposcd by Senator Edwards which incorporated the suggested revisions did not pass during the 69th
Session. The Bill analysis fo1 the llouse substitute to S.B. 1068, however, also indicates that section 253.100 was
derived from the statutory predecessor and not new language. HOUSE COMM ON ELECTIONS, BILL ANALYSIS,
C.S.S.B. 1068, 69th Leg , R.S., at 4 (1985). Duing the 70th Legislature, F.B. 1818 was amended by a proposal from
Senator Edwards. The amendment contained the same language under section 253.100 as the Texas Legislative
Council’s report and S.B 1068, SEN. AMEND NO. | to I1.B. 1818, 70th Leg., R S. (filed May 30, 1987).

s:\becky\aor\444.sw DRAFT
August 4, 1998 (1:30PM)



Ethics Advisory Opinion No. Page 6
Augusl 14, 1998

been unnecessary had Election Code section 253.100(a) already permitted the state or county
executive committee of a political party (by definition, a general-purpose political committee) to
accepl corporate confributions to defray administrative expenses. We conclude, therefore, that a
corporation may make expenditures to defray administrative expenses of a general-purpose political
committee only if the corporation participated in the establishment of the general-purpose political
committee.’ See generally Ethics Advisory Opinion No. 163(1993) (Elec. Code § 253.100(b)
allows corporation or corporations to solicit only stoekholders, employees, or families of
stockholders or employees of corporation or corporations assisting committee under Elec. Code

§ 253.100(a)).

Corporations and general-purpose political committees that rely on section 253.094 should
be aware of the type of expenditures that are permissible as expenditures for the “administration”
of a general-purpose political committee., Administrative expenses are, in essence, expenses for a
comumnittee’s infrastructure. ‘Examples of administrative expenses are expenditures for rent and

utilities. Ethics Advisory Opinion No. 132, at 4 (1993). In contrast, expenditures for fund raising®

*In a case in which a nonprofit corporation has corporate members, the corporate members may make
expenditures to defray administrative expenses of a general-purpose political commuttee established by the nonprofit
corporation. See generally Ethics Advisory Opinion Nos. 217 (1994), 163 (1993).

°A corporation may make political expenditures to finance the solicitation of political contributions o a
general-purpose political committee that the corporation assists from the corporation’s stockholders, employees, or
families of stockholders or employees. Elec. Code § 253.100(D); see Ethics Advisory Opinion No. 163, at2n.3 (1993)
(corporation may pay costs of soliciting its own stockholders, employees and families of stockholders and employees,
ol those of any other corporation).
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for the committee or for support of candidates are not administrative expenses. Id.; see also Ethics

Advisory Opinion No. 216 (1994) (payment of fine is administrative expense).

SUMMARY

A corporation may make expenditures to defray administrative expenses of a general-purpose

political committee only if the corporation participated in the establishment of the general-purpose

political committee.
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