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April 17, 2009

To: San Jose Elections Commission

From: Linus Li, Principal, MGT of America, Inc.

Subject: Follow-up work proposed for the 2006-07 Election Cycle Analysis Report

As requested by Commissioner Michael Smith, MGT of America, Inc. is submitting this
memo to identify potential follow-up tasks to be performed in response to feedback on
our 2006-07 election cycle analysis report. The tasks are designed to identify one or
more possible approaches to more rigorously analyze the impact of independent
committee expenditures on the outcome of elections in the City of San Jose.

As discussed in our report to the San Jose Elections Commission (Commission), we
analyzed independent committee (IC) expenditures made on behalf of or against
candidates during the 2006-07 election cycles. We identified more than 53.3 million in
IC expenditures during the period of our review. However, we did not find that IC
expenditures were an indicator of campaign success. The basis for this conclusion was
that in strictly looking at IC expenditures only, and without consideration of any other
variables, we did not identify trends with IC expenditures to determine that these types
of expenditures definitively helped candidates one way or another.

However, as pointed out in the Commission’s March 2009 memorandum, this analysis
was based solely on a review of expenditure data, and did not present a way of
controlling for other variables so that we could make a definitive conclusion about the
outcomes related to a single variable (in this case, IC expenditures).

MGT believes that while it is not possible to completely control for all variables.when
conducting such an analysis, there are additional tasks that could be performed to help
provide supplementary information and to analyze further the impacts of IC
expenditures on election results for the City of San Jose. The following presents the
tasks that MGT believes could be accomplished:

Conduct Analysis of Additional Election Cycles: One way to obtain additional
information regarding the effects of IC expenditures would be to expand the
analysis of IC expenditures to additional election cycles. Using a three-year
comparison analysis solely of IC expenditures would provide additional
information regarding the impact IC expenditures can have on candidate success.
The analysis would focus on the amount and percentage of IC expenditures, and
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look at the number and percentage of total votes accumulated by candidates.
Using a three-year cycle would also likely provide comparison data in that some
candidates have run for multiple offices during that time. To the extent that
candidates received a greater or lesser percentage or number of IC expenditures
depending on the office they were running for, our analysis could determine the
incremental percentage changes possibly related to IC expenditures.

Conduct Analysis of Qualitative Factors: An additional aspect to consider would
be to determine the non-expenditure related factors that could have affected
election results. Our team could conduct interviews with winning and losing
candidates, campaign managers, citizen groups, independent committees, and
other stakeholders to determine factors that could have affected election results
that were not related to the amount of percentage of expenditures (candidate or
IC based). This information would be used in correlation with IC expenditure
analyses as items to consider.

Conduct Analysis of San Jose Candidates Running; for Other Races: Some of the
individuals who ran for positions within the City of San Jose during the period of
our review, also ran for offices in other jurisdictions. The team could gather data
related to these other campaigns and results of the campaigns during the period
of review. This analysis would include a review of the candidate’s direct
expenditures for those elections, as well as IC expenditures made on behalf of or
against the candidate during those elections. The team would determine the
possible effect that the expenditures had on these candidates’ election results
and compare the percentage of votes received to.the percentage received when
the candidates ran for election in the City of San Jose.

Review Analyses of Other Cities: The team could conduct research and contact
additional cities or governmental entities to identify similar analyses of IC
expenditures and their impact on elections. The team would summarize the data
and reports it received, along with information related to how these other
entities compare to San Jose (demographically, including population, as well as
current issues identified in these entities’ reports that affected their elections).

Conduct Analysis of Older Data: Given the changes in state law that have
resulted in significant increases in IC expenditures in recent years, another area
for review could be to analyze election results for elections that occurred prior to
the limitations imposed by Proposition 34 in November 2000 (which limited
direct contributions for candidates)’. The team could perform a review of
calendar year 2000 election data, to the extent available, and compare the
results for the City of San Jose to the 2006-07 election cycle.
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Attached is a table with estimates of tasks and costs for each activity, along with any
relevant assumptions pertaining to these estimates. Please note that Tasks 2 through 6
are mutually exclusive of one another. Accordingly, the Commission has the flexibility to
request any combination of tasks, coupled with Tasks I and 7, to be conducted.

Please contact me at 916-443-9236, extension 4501 or Linus Li@m~tamer.com, if you
have any questions or would like to discuss our proposal in further detail.

Sincerely,

Linus Li, CPA, CMA, CFM, CIA
Principal
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