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February 11, 2004

The Honorable Robert L. Ehrlich, Jr., Governor

The Honorable Thomas V. Mike Miller, Jr., President of the Senate
The Honorable Michael E. Busch, Speaker of the House

Members of the General Assembly

Ladies and Gentlemen:

On behalf of the Study Commission on Public Funding of Campaigns in Maryland, | am
pleased to transmit to you the commission’s final report.

The commission was established in the summer of 2002 pursuant to Chapter 169 of the
Laws of Maryland (2002). As you know, the commission was established for the purpose of
analyzing campaign finance practices in Maryland and making any recommendations for
changes in the current system. Specifically, the commission’s charge was to consider the effects
of public funding of election campaigns and determine the need in Maryland for public funding
of all state election campaigns. In fulfilling this charge, the commission has met nearly twenty
times; heard over ten guest speakers; and reviewed hundreds of documents, reports, and analyses
of existing public financing systems across the country.

Throughout its deliberations the commission remained cognizant of the challenging fiscal
outlook that the State must manage in upcoming years. However, commission members are of
the opinion that the commission’s charge is to look beyond the practical dimensions of public
funding and recommend the most effective system for conducting election campaigns in
Maryland. To this end, the commission’s final report recommends a system of public funding
that it believes most appropriately addresses the unique campaign financing environment for
statewide and legislative candidates in Maryland.
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The commission’s recommendations reflect the importance of disengaging the growing
influence of private contributions in election campaigns from the democratic process, and
fostering greater opportunity for interested citizens to participate in representative government.
In total, the commission calls for a system of public matching funds for the statewide offices of
Comptroller and Attorney General and a system of full public funding for candidates seeking
office in the Maryland General Assembly. Participation in either program would be voluntary.
A majority of commission members believe that the proposed system of public funding for
candidates would meet the goals mentioned above as well as provide an alternative to the current
scheme of electoral finance that many individuals believe is marked by an unhealthy dependence
on well-monied special interests. We base our recommendations on the various successful
public funding programs around the country from Arizona to New York City and have included
with our proposal, a comprehensive legislative package for your review.

Significant appreciation should be extended to the various scholars, administrators,
advocacy groups, legal advisors, elected officials, and members of the public who testified
before the commission or who supplied various services to assist in the commission’s fact
gathering.  Their contribution was invaluable and helped the commission arrive at the
recommendations reflected in its final report. | also wish to express my sincere appreciation to
my fellow commissioners for the time and effort they devoted to the work of the commission.
Extensive work sessions, and the need to read and absorb the many background documents
produced by the commission’s excellent staff did not deter them as they worked tirelessly to
extrapolate the data from experiences in other states into meaningful information for Maryland.

I trust that the enclosed report will serve as a useful tool for further deliberations and
policy action regarding the public funding of campaigns in Maryland. My colleagues and | are
grateful for the opportunity you gave us to participate in this important endeavor. We believe
that the commission’s recommendations, if implemented, will gain Maryland a place at the
forefront of innovation in electoral campaign financing.

Sincerely,

Carl Stenberg
Chairman

CS/MHD:TEK/snr
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Executive Summary

The commission believes that the voluntary approach to campaign finance reform is the
most effective way to encourage lasting change in a democratic process that is so vital to our
system of representative government. The main components of the commission’s proposal are
derived from proven programs in other states and localities which have engendered more trust
and less cynicism among all participants in the political process. The reform package presented
here, encourages more grassroots campaigning, transparency through disclosure, and financial
accountability among candidates for State elected office in Maryland. In making these
recommendations, the commission hopes to offer a path to the improvement of governmental
ethics as an evolving tradition in State politics.

Commission Recommendations

The proposal of the Study Commission on Public Funding of Campaigns in Maryland
offers the following key recommendations regarding the public financing of election campaigns
in Maryland.

Recommendation |
Establish a voluntary system of contribution and expenditure limitations on candidates for
statewide and legislative office in the State.

To receive public funds, candidates must agree to abide by contribution and expenditure
limits as follows:

Candidates Voluntary

Expenditure Limit
Statewide
Governor/Lieutenant Governor $ 15,600,000
Attorney General/Comptroller 1,650,000
Legislative
Senate (contested) $ 200,000
House (contested) 160,000

Recommendation 11
Establish a special fund for the financing and administration of the public funding of elections
program for all legislative and statewide candidate/participants.
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All participating candidates receive public funds from the Public Election Fund (PEF)
administered by the Comptroller of the Treasury. Public disbursements are deposited into the
individual public campaign accounts of participating candidates.

Recommendation 111
Require prospective candidates and participants to collect small contributions from a moderate
number of registered voters in a legislative district (in the case of candidates for the General
Assembly) or from a limited number of counties (in the case of statewide candidates) to indicate
an adequate level of community support.

Prospective legislative candidates must raise qualifying contributions of $5 or more each
from 0.25 percent of the individual registered voters in the candidate’s legislative district. The
contributions must be submitted to the PEF and accompanied by a receipt that includes the
contributors name, address, signature, and a signed statement demonstrating their knowledge of
the intended purpose of the contribution.

Candidates for statewide office must collect qualifying contributions from registered
voters in at least five local jurisdictions in the State. Individual contributions must be $20 or
more and total at least $30,000.

Recommendation 1V
Allow each prospective legislative candidate or participant to finance the collection of qualifying
contributions with moderate amounts of private contributions from individuals residing
anywhere inside or outside of the state.

Legislative candidates seeking certification as a publicly financed candidate may accept
contributions from private donors of $250 or less without restriction on that donor’s residence or
voter registration status. These funds can be used by a candidate to raise qualifying
contributions. Senate candidates may collect a total of $3,500 in seed money during a four-year
election cycle, and House candidates may collect up to $2,500.

Recommendation V
Require each prospective legislative and statewide candidate or participant to submit additional
disclosure reports detailing seed money and qualifying contributions received for purposes of
qualifying that candidate to receive disbursements under the program.
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Participating candidates would be required to submit two additional disclosure reports.
Legislative candidates must disclose all seed money received and both legislative and statewide
candidates are required to disclose all qualifying contributions received for deposit into the PEF.

Recommendation VI
Establish an independent agency to carry out the provisions of the public financing law and
make disbursements to candidates.

The commission’s proposal establishes the Election Financing Commission (EFC), which
consists of five members appointed by the Governor with the advice and consent of the Senate.
The EFC will have the power to implement and enforce the provisions of the Public Financing
Act through the issuance of rules, advisory opinions, and fines.

Recommendation VII
Establish penalties for violations of the contribution and expenditure limitations and other
requirements of the program.

Violations of the Act’s provisions could result in a fine in amounts up to $25,000 or
$5,000 per violation in some cases, two years imprisonment, or both.

This report proposes a fully funded system of public finance for State legislative
candidates and a system of public matching funds for all statewide candidates. The
commission’s rationale for this mixed system of full funding and matching funds stems from its
belief that statewide races in Maryland involve significant costs, — especially in the case of the
gubernatorial election — and that the Attorney General and Comptroller races have been
historically uncompetitive. Thus, a system of matching funds can be implemented at a
reasonable cost, and would act to spur more competition for statewide offices in general. The
commission believes that full public financing is a viable option for legislative election
campaigns in light of the significantly lower cost of campaigning for these types of races and the
need to expand the pool of potential candidates for office. The commission further believes that
both programs will loosen the relationship between candidates and interest groups, and thereby
reduce the overall influence of money on the State’s elected decision-makers.

The proposed legislation would create a five-member EFC appointed by the Governor
and approved by the Senate. The EFC would administer the public financing provisions
proposed by the commission and would be responsible for authorizing disbursements of public
monies from the public election fund (Fund). In proposing the creation of a separate commission
to implement the proposed public financing provisions, the commission acknowledges the need
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for a strong administrative agency to continue the ongoing process of refining the public finance
program and educating the public about the program’s role in the State’s political process.



The Legislative Plan

The commission’s proposal puts forward a system of full public financing for State
legislative candidates. To be eligible for public funds, a legislative candidate must collect
qualifying contributions from a specified number of registered voters within the candidate’s
corresponding senatorial or legislative district or subdistrict of $5 or more (up to the contribution
limits specified under State election law). All qualifying contributions are made for deposit into
the Public Election Fund. Senate candidates and House of Delegate candidates collect qualifying
contributions from a percentage of registered voters. Participating candidates must also agree to
the following conditions and requirements:

° additional disclosure reports under the Act;

° submission of all qualifying contributions and receipts, and all unused seed money to the
Fund;

° a ban on private contributions, unless allowed under the Acts’ provisions; and

° statutory limits on expenditures under the Act.

Seed Money

Participating candidates may also use seed money contributions in amounts up to $250
from any individual donor, up to an aggregate limit of $3500 for Senate candidates and $2500
for House candidates. Seed money supplies the start-up money necessary to gain the requisite
amount of public support needed to successfully collect qualifying contributions from eligible
donors.

Limitations on Contributions

Type Individual Limit Aqggregate Limits

Seed Money $250 $2500 (House)/$3500 (Senate)
Qualifying Contributions $5 Minimum No Limit

Personal Funds $500 $500

Political Party Funds N/A $2000

Public Fund Disbursements

The amount of public funds a participating legislative candidate is eligible to receive will
depend on the house of the legislature for which the candidate is running and whether or not the
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race will be contested. The following chart displays the commission’s recommendations for the
public funding amount in each category.

Voluntary
Expenditure
Primary General Limit
Contested Senate $50,000 $50,000 $100,000
Uncontested Senate 10,000 6,000 16,000
Contested House (Three-Member) 40,000 40,000 80,000
Two-Member 35,000 35,000 70,000
Single-Member 20,000 20,000 40,000
Uncontested House (Three-Member) 10,000 6,000 16,000
Two-Member 8,000 5,000 13,000
Single-Member/Two-Member 6,000 4,000 10,000

Candidates may also elect to receive a higher or lower ratio of funds in the primary
election to respond to highly competitive or uncompetitive primaries and general elections.



The Statewide Plan

The commission’s proposal also contemplates a system of public matching funds for
statewide candidates for Governor/Lieutenant Governor, Attorney General, and State
Comptroller. To be eligible for matching funds, a participating candidate must collect qualifying
contributions of $20 or more (up to the contribution limits specified under the State election law)
from a minimum of 70 registered voters in each of at least five local jurisdictions across the
State, for an aggregate total of at least $30,000. These qualifying contributions are made in the
name of the candidate for the purpose of funding campaign activity in that election cycle.
Participating statewide candidates must also agree to the following conditions and requirements:

. additional disclosure reports for receipt of matching funds and reporting purposes;
. aggregate contribution and expenditure limits under the Act; and
. program restrictions limiting contributions from political parties to one-half of 1 percent

of the aggregate expenditure limit.

Private Voluntary Expenditure
Contributions Public Fund Match Limit
Contested Statewide $ 825,000 $ 825,000 $ 1,650,000
Uncontested Statewide 137,500 137,500 275,000
Governor/Lieutenant Governor 10,400,000 5,200,000 15,600,000

Additional Public Funds

The aggregate expenditure limit for both statewide and legislative candidates will be
increased in the event that there is excess spending by nonparticipating opponents of publicly
funded candidates. Additional public funds will be made available to a participating candidate in
a legislative contest with a nonparticipating candidate if the nonparticipating candidate’s total
expenditures exceed the public fund disbursement amount specified under the Act for the
participating candidate for that election.

A nonparticipating candidate that exceeds the disbursement amount must report all
excess expenditures to the EFC on a weekly or, in some cases, daily basis. The EFC will then
disburse additional funds from the Fund in an amount equal to the excess expenditure to
participating legislative candidates up to an amount not to exceed 100 percent of the original
public disbursement amount specified for that race. Similarly, statewide candidates may receive
additional matching funds in an amount equal to 25 percent of the voluntary expenditure limit for
an election.
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is a small price to pay for providing an opportunity for candidates of moderate means to engage
in public policymaking, spend less time fundraising, and rely less on large private donors.

Perhaps the timing of this commission’s formation and its ensuing report is prescient. As
state governments contemplate significant reductions in yearly budget spending to account for
very tight fiscal times, special interests may be especially influential at the expense of less
well-monied individuals. Thus, voluntary public funding programs, such as the one proposed by
the commission, give legislative decision-makers an opportunity to remain free from undue
influence when making crucial policy decisions.



