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PROCEEDI NGS

PRQJIECT MANAGER KAWANO  Good norni ng, everyone. M
nane is Steve Kawano. |'mthe IT Project Manager
representing the Canpai gn and Lobbyi st Automated I nformation
Managenment System called CLAI MS.

Today, as required by SB 49, this Ofice of the
Secretary of State is conducting a public hearing to acquire
public input with regards to the filing format that has been
advertised on the Secretary of State web page for the past
f ew nmont hs

We're interested in your input on other file formats
whi ch continue to be discussed in the filing software
comunities such as the X 12 and EFPOC, along with the
proposed solution that we have out there on our web page.

Al'l input today is going to be transcribed by Peters
Short hand and Janes Peters sitting up here in the front.

He's al so taping this discussion, so we make sure we catch
everyt hing and make sure we stay focused and on track.

We'd al so ask that if you guys woul d, instead of
even providing input today, if you can Email any concerns,
even write concerns, you could send it to us, submt it to us
by Email or in witing. And we're going to provide the Enmai
address and the address of this building. W would |ike al
that input by the 25th, which is next Tuesday.

Upon conpiling all these comrents, the Executive
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Steering Commttee, which is nade up of the Assistant
Secretary of State, Chief of Staff, our executive sponsor for
the project and the Chiefs of Managenent Services, the
Political Reform Division and Information Technol ogy and

i nput froma menber of the Fair Political Practices

Comm ssion and the Franchi se Tax Board, they will provide
this recormmendation to the Secretary of State by next

Thur sday, which is the 27th.

The tineline for this decision is based on the
proj ect schedule and filing dates and deadlines in an effort
to ensure that this electronic filing inplenentation, as
mandated by SB 49, is net, okay.

Today, due to our tinme constraints for the hearing,
that we ask that we don't go over the same conments and t hat
we do not rehash issues which nay have al ready been
di scussed. | nentioned earlier, of course, we have a
transcriber. And our discussion is going to -- and the input
that we're going to get fromthe transcriber is going to keep
us on track and focused, okay.

In an effort to provide everyone an opportunity to
express their input, we are asking that we have the conments
restricted to a few m nutes per issue and that each
i ndi vi dual speak not nore than five mnutes. Now, of course,
this is subject to run over, but I"masking if you could

pl ease adhere to that to sone degree.
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W want to make sure -- we're going to have two
runners with cordl ess m crophones, Mark Rivas and Harvey
Tsuboi, and we want to nake sure that if you have a question
to please state your nanme and the conpany that you're
affiliated wwth. W provided several handouts today. W
have a presentation, the agenda, a FAQ sheet or a list of
i ssues and questions that were raised via the Internet on the
format that we advertised and with sone entities that canme in
and di scussed sonme of the concerns with the file format at
earlier neetings over the |last nonth.

W want to let you know that on the agenda, | don't
know i f you noticed it, but what we tried to do is that we're
going to try to do about a one-hour presentation and then
al l ow one hour for comments. |It's a lot to cover today, but
we're going to try to do the best job we can to nake sure
that we hear everyone, okay. | really appreciate that.

So with that, let ne start. This is SB 49, public
hearing and today is May 20th. The overview.

(Thereupon an overhead presentati on was

presented as follows.)

PRQJIECT MANAGER KAWANO. We need to get input for
t he devel opnent process, discuss the concerns about the
filing format or formats and then we're going to provide you
a schedul e and status on the project.

--000- -
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PRQJECT MANACER KAWANO: |I'd like to do sonme
introductions right now. First, I1'd like to introduce from
the Political ReformDivision, the Chief, Caren
Dani el s- Meade, Information Technol ogy Chief, Bernard Soriano
and then 1'd also like to include fromthe Fair Political
Practices Comm ssion, we have Carla Wardl ow here. She is part
of our Steering Comnmttee. The panel nenbers today are David
Hul se, busi ness anal yst and project manager for PRD, nyself,
"' m Steve Kawano representing Information Technol ogy, Wayne
Cox, he's a contract progranmer. He's here at the Secretary
of State to help us conplete this project. And then we have
David Harris here who's our Secretary of State webnaster
proj ect manager for the Internet.

--000- -

MR. HULSE: There are specific SB 49 requirenents.
The Secretary of State in consultation with the Fair
Political Practices Conm ssion shall devel op an on-1line
filing process conpliant with the Political Reform Act of
1974; devel op a non-proprietary standardi zed record format or
formats using industry standards for the transm ssion of the
data; hold a public hearing prior to the devel opnment of the
format as a nmeans to ensure that the affected entities have
an opportunity to provide input to the devel opnental process;
make the format or formats public no | ater than Septenber

1st, 1999; accept test filings fromvendors and others
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wishing to file electronically to determ ne conpliance with
t he standardi zed format and conpatibility with the Secretary
of State's electronic filing systemand publish a |ist of
qgual i fyi ng vendors; and nmake the data avail able on the
Internet to the public.
--00o0- -
MR, HULSE: What is a filing format? It is an
interface between conputer systens that transmt and accept
el ectronic filings. It allows for data to be sent from one
conputer to another and be interpreted accurately. It is a
docunent that specifies the data content and order in which
the data is sent.
--00o0- -
MR. HULSE: Now we are going to be discussing three
possible filing formats. Qur filing formats overview we'|l|l
di scuss California Electronic Filing Format, the proposed CAL
Format for political disclosure forns; the X 12 Transaction
Set 113 for election canpaign and | obbying reporting; and the
pre-established Electronic Filing Proof of Concept format,

the EFPCC t hat we used for the general election for the Form

490.
--000- -
MR HARRIS: The first is the Secretary of State's
El ectronic Filing Proof O Concept Format. It was devel oped

by the Secretary of State in conjunction with technol ogy

PETERS SHORTHAND REPORTI NG CORPCRATI ON (916) 362-2345



© 00 N o g A~ w N P

N DN N DD NDMDDN B PP PR PR, R R
aa A W N P O © 00 N oo 0o b~ w N+, O

partners and ot her agencies in the Electronic Filing Proof O
Concept during 1998. It was defined only for the California
For m 490.

--000- -

MR HARRIS: The second format on the next slide is
the X 12 Transaction Set 113, the El ection Canpai gn and
Lobbying Reporting. This is a recently approved standard for
political disclosure devel oped and mai ntai ned by the
Accredited Standards Comm ttee X 12 of the American National
St andards Institute.

It's not currently inplenented in any venue. It
provi des standard definitions for disclosure data and synt ax
for data exchange and does not specify a |ayout of a
particular political venue.

--000- -

MR HARRIS: The third format is the California
El ectronic Filing Format, CAL, for Political Disclosure
Forms. This draft filing format provided for conments via
the Internet, devel oped based on filing formats currently in
use by the Federal Election Comm ssion and in several other
venues, state venues. And it's been nodified to neet
specific disclosure requirenents for California.

--000- -
PRQJECT MANACER KAWANO  The next sli de.

This is a project overview. As | stated earlier,
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this is the Canpai gn and Lobbyi st Aut omated | nformation
Managenment System It's to develop an electronic filing and
di scl osure system which will accept filings fromcertified
software, disclose data fromfilings to the public via the
I nternet, and support enforcenent requirenents of the
Political Reform Act of 1974. It will define the filing
format for California's filings and support filings of the
400 and 600 series formns.

--000- -

PRQJIECT MANAGER KAWANO. Did we get m xed up?

MR COX: No, ny fault.

PRQJIECT MANAGER KAWANO: Qur project schedule. W
started in January of this year. W are noving to -- this is
kind of like our software devel opnent life cycle that we use
here and adopted by the Secretary of State for software
proj ects.

W are conpleting the requirenments phase. W had
several weeks of JAD sessions. There are sone of the fol ks
out in the crowd, the business folks, we wanted to ensure
that all the requirenents were net for the business part of
the political reformand SB 49, the |l aw, and nmake sure that
we captured everything that we need to design this software.

The expected conpl etion of the design phase is
expected the end of next nonth, in June. The build phase we

must commrence by July to neet our tineline. And then our
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test phase will comence in August with production to begin
i n Sept enber.
Next slide.
--000- -

MR. COX: Project mlestones and filing dates. The
filing format is required by SB 49 to be nade public no |ater
than 1 Septenber, 1999. W're targeting to have the filing
format released by July of 1999 and begi n accepting test
filings. That's dependent upon the fornmat decision that we
make. |If we go with the CAL Format, it would be sooner. |If
we go with the X 12 or an EFPCC Format, it would be later.

There's an SB -- a proposed SB 50 pre-el ection
filing due in October. W're anticipating that that's a
non-electronic filing. There's a proposed early year-end and
sem -annual filing due January 10th. Qur interpretation is
that's non-electronic. And then we have the canpaign filing
on 27, January. W anticipate that will be the first
canpai gn electronic filing, with the first |obbyist filing
due the begi nning of My.

Al so under consideration is the possible form
revisions by the FPPC. W' ve been |ooking into this. W
participated in the FPPC hearing. And the results of these
hearings, | think, will be presented to the Steering
Committee for the FPPC or the Conmmi ssion on June 4th.

PROIECT MANAGER KAWANG:  Conmi ssi on.
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--000- -

MR. HULSE: Approaches that will be considered.
Continue with the devel opnent of the CAL Format, adopt the
X.12 format, adopt a full EFPOC native format for all 33
forms, adopt a full EFPOC Format with a translator, adopt CAL
and fund private vendors to translate their own software to
be conpatible. This was an approach that was done by the
FEC.

Next slide.

--000- -

MR. HULSE: This slide deals with continuing with
t he devel opnent of the CAL Format, which we posted as a
proposed format on the Internet. The pros listed on this
slide, a full draft format has been defined for all 33 forns
bot h canpai gn and | obbyi ng, and can support existing Form 490
and the EFPCC Format form

The draft format has been reviewed by PRD staff and
posted to the Internet for public review and feedback. There
will be no need for SOS to incur the additional costs to
devel op another file translator, validator, parser or form
generator. It is less conplex than the X 12 for vendors and
SOS to incorporate.

On the con side, it is a nore conpl ex devel opnent
for vendors than in our initial EFPOCC Format; there's a

hi gher technical hurdl e because the format isn't as
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10
transparent as in EFPOC, and the EFPOC vendors that we had
for our Novenber '98 election, those vendors may have to
redesi gn report engines or other portions of their software.

--000- -

PRQJECT MANAGER KAWANO  Excuse ne, Dave. Let ne
preface sonmething, too, right here. W have these |istings
of pros and cons that we're sharing with you right now. This
was generated fromthe project teaminput that we received
fromvendors, comments that were made, review of the Steering
Comm ttee and several nenbers of this organization

This is the kind of thing that we're | ooking to get
fromyou fol ks today really, issues even outside of this, but
you're free to express yourself in any way necessary. But
what we want to do is we're | ooking at the pros and cons of
all these different things and this is what we have to use to
nmeasure and then provide the recommendation to the Secretary
of State, okay.

Thank you. Sorry.

MR. HULSE: No problem On this next slide we show
nore pros on the CAL Fornmat. It keeps the project on track
and within budget. W' re ready to begin database and system
detail ed design with this approach, and vendors woul d then
have nore tinme to acconplish test filings.

--000- -

MR HARRI'S: The next fornmat that we have a |list of
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11
pros and cons on is adoption of the X 12 format. On the pro
side, filing software vendors who sell outside of California
may benefit if they sell in nore than one venue that supports
X. 12, because they'd have sone code reuse.

Anot her pro is that this is naintained by the
Nat i onal | nplenentation Standards Comrttee, Anerican
Nat i onal Standards Institute. And because of the reusability
of the code issue, nore software vendors could find it easy
to enter the California market.

On the con side, our research indicates currently
that translators for the transaction set will be expensive.
It's likely that -- they don't exist off the shelf right
now. But initial estimates are that it would cost $130, 000
to procure the basic software, which then would need to be
tailored at an additional expense.

The translators would be X 12 to CLAIMS and then the
vendor format to CLAIMS on the -- or I'msorry, vendor format
to X.12 on the client side. So that $130,000 nunber is on
the Secretary of State's side.

In addition, there's -- the translator cost is
anticipated to be between $1,000 and $1, 500 per seat and
that's for individual filer licenses.

Anot her con for X. 12 is that it |ooks |ike we have a
two- to three-nonth delay in the devel opnment of California

specific inplenentation of the X 12 style format for canpaign
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12
finance filing.
--000- -

MR HARRIS: Another con is that this would be a
first-tinme inplenmentation for this transaction set in any
venue and that's risky. Transaction Set 113 isn't used in
any other venue yet. So if there's nodifications necessary
for the standard, we'd be confronted with that.

One of the proposed nethods for transmtting X 12
files is the use of value added networks or VANs. A con for
those is that VANs are proprietary and by selecting a nethod
that requires use of a VAN, it would |l ock custoners in and
nore significantly beconme non-conpliant with SB 49's
requi renent that the transm ssion standard be
non- proprietary.

There's also a cost issue with VANs. W received
this, that it would cost between $10 and $30 per filing. And
the filing community might not find that acceptable per
transaction cost. It would also be a nore difficult format
to i nplenent than either EFPOC or the CAL Format.

--000- -

MR HARRIS: An additional con is that
i npl enentation of this format could nake it potentially
i npossi ble to neet the January 2000 canpaign filing deadline,
particularly for software providers, who would have a little

less tine to test. And so it increases risk.
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Another itemis that the FPPC fornms change process
will require programm ng nodifications and nore inportantly
could force us to the Standards Conmittee for approval of
changes to the transaction set, which typically takes at
| east six nmonths, nost likely significantly |onger than six
nmont hs.

--000- -

MR. COX: The next option is adopt a full EFPCC in
the native format. And what we're tal king about in the
native format is that the CLAIMS Systemwould read and wite
all files and utilize the filings in EFPCC For mat.

The pros we have, you know, the existing technol ogy

partners have nmade an investnent in the EFPOC Fornmat and they

woul d be better able to adapt to this approach. [It's nore
literal to the paper version of the fornms. In other words,
the data in the format is non-normalized. |It's easier than

CAL or X. 12 for the filing software vendors to inplenent.
Supporting a single format. This is as opposed to
doing a translation. It sinplifies the inplenentation of
changes within the CLAIMS System Filing entities
successfully use the EFPCC filings for doing test filings of
the Form 490 during the voluntary Novenber '98 filing
peri od.
The cons. We'd have to develop a full EFPOC For nmat

for all of the 33 forns and validate each form There woul d
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14
be several nonths of delay in the release of the filing
format, design system develop filing formats and testing of
the system

The SB 49 budget allotnment may not allow for
redevel opi ng sone portions of the systemthat weren't
proposed to be redevel oped. There nmay be delays in
i npl enentation which could delay or jeopardize filing.

--000- -

MR COX: The format definition with a
non-normalized filing format will be extrenely large and it
adds to the devel opnent risk of the CLAIMS System And there
woul d be increased nmai ntenance costs for SOS and the filing
software vendors in maintaining a large filing format.

--000- -

MR, COX: Adopt full EFPOC, EFPOC Native Transl ator.
This doesn't affect the existing system conponents beyond
what's been planned. |It's nore literal to the paper versions
of the forms. And it's easier than CAL or X 12 for the
filing software vendors to inplenent.

The cons. W still have to develop a ful
definition of an EFPOCC Format and validate it. Delays in
rel ease of the filing format, delays in the design to include
a translator and then acceptance of the test filings would be
del ayed until the translator can be inplenented and the

formats designed. And the budget may not allow for
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15
redevel opnent, again, with portions of the system

Next slide.

--000- -

MR. COX: Another prois the filing entities have
successfully used EFPOC Fornmat during the voluntary '98
formatti ng.

Cons. There's an increased | evel of conplexity and
potentials for errors with the extra |layer of conversion
within the CLAIMS System W would have to nake, if we
mai ntained a different fornmat internally, then we woul d have
to make changes to both formats if the FPPC forns changed.
And al so there's additional software that would have to be
changed.

--000- -

PROIECT MANAGER KAWANG:  Next sl ide.

This fifth consideration on the approach is to adopt
CAL and fund private vendors to translate their own software
to be conpatible. And this is an approach that the FEC t ook
and was able to accomodate.

The pros on this is all itens in the pro colum, of
course for CAL, would be adopted. And it encourages vendors
to help in supporting CAL in an effort to keep the project on
track. It addresses issues we have that vendors may have
with limted funding for devel opment and conversion to

accommpdat e CAL.
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On the con side, a legal issue, is it a gift of
public funds? That's what we're going to have to answer.
Contract-rel ated hurdles and procurenent; it opens you up for
protests; it's long delays; and how do we base our eval uation
-- what are we going to base our evaluation on to award.

We can't restrict the nunber of people that we award
this contract to, soit's unlimted. And then finally, our
-- the SB 49 budget allotnent does not allow funds necessary
for this option.

Ckay, next slide.

--000- -

PRQJIECT MANAGER KAWANO  Filing format concerns.
There's four concerns that have been brought to our attention
to date or we have seen to date.

The first one is a filing amendnent process. Not
extendi ng EFPCC Format, filing format, and not being X 12 and
then the ownership of the filing format.

Next sli de.

--00o0- -

MR. HULSE: The filing anendnent process. One thing
that 1| want to clarify on this first slide is that this has
been a very contested point. And it is open-ended right now.
We are considering all options. W haven't commtted to any
process at this point.

We're actively seeking input related to this issue.
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17
The amendnent process has the follow ng basic enforcenent and
di scl osure requirenments; determ nation of which transaction
has been added, nodified or deleted by the anendnment, nethod
of uniquely identifying each anendnent to prevent duplicate
posting of filings, ability to maintain an accurate filing
history, and an ability to accurately match electronic filing
data with correspondi ng paper filing data.

We are currently discussing the options within the
devel opnment team And we'll post further information on the
web site. And we encourage, again, feedback fromthe public.

--000- -

MR. COX: Not Extending The Existing EFPOC For nat.
The CLAIMS Systemcurrently is planned to support the EFPOC
490 filings. Full conpliance with the original EFPCC
standard woul d be expected in this. | think in the test
filings there were a nunber of waivers granted. There has
al so been sone vendor concerns about the EFPOC issues raised
and those woul d have to be incorporated or dealt with in the
490. Also, it wuld have to be nodified to support the
anmendnent process.

In addition, we're evaluating addi ng support for the
San Francisco 419 and 420 style EFPCC filings. W're also
defining and addi ng support for the form-- defining and
addi ng the Form 405 for the amendment process. And then

al so, as you saw fromthe prior discussion, we're |ooking at
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18
the option of accepting EFPCC or defining and accepti ng EFPOC
for all filings.

--000- -

MR. HARRI S: Anot her issue that was brought up is
that the filing format that we suggested is not X 12. X 12
is being considered as one of the possible filing fornat
alternatives. As stated earlier, there are a nunber of
concerns related to X.12. And we are devel oping a systemin
a way that it will be possible for us to efficiently add
support for X 12 in the future if it's not chosen as the
format for 2000.

--000- -

PRQIECT MANAGER KAWANO: The ownership of Filing
Format. The Secretary of State is required by SB 49 to
define the electronic filing format. The format that's being
devel oped by this CLAIMS teamis for California. There are
no copyrights or other intellectual property restrictions on
the use of this format. And the format is in the public
domai n.

Ri ght now, what we'll do is kind of stop the
presentation and | want to open it up for discussion. There
was a piece of equipnent, an overhead projector that I'm
going to have to go and hunt down, but I'd like to open it up
for -- oh, we do have it. W should set that up then and 1'd

| i ke to open the floor.
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Pl ease, any coment.

Mark Ri vas and Harvey Tsuboi will conme around with
the m crophone and we'd like to nake sure that you identify
your name and the conpany you're affiliated wth.

MR. COX: There's a gentlenman in front, Harvey.

MR, FERGUSON: My nane is JimFerguson. |'m
actually here on behalf of the City of Gakland. W're
pursuing electronic filing ourselves for the nunici pal
el ections. And as such, we'd |like to take advantage of the
work that you all have done and be as conpatible with it.

And I'd |ike to hear your conments on the different formats
fromthat point of view

MR COX: Well, | think that you can reuse.

Whi chever format is chosen when the decision is made can be
reused by any venue within the State of California with the
forms bei ng consistent.

MR HARRIS: O anywhere. And this style --
certainly code nodules will be devel oped with any format.
They would likely be useful with slightly different formats
in other venues as long as the style was simlar.

MR HULSE: 1Is the Cty of Oakland nandated, at this
point, to have electronic filing by | aw?

MR FERGUSON: No, it's not.

MR. HULSE: Are you considering a voluntary progranf

MR. FERGUSON: We woul d consider a voluntary program
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for at | east one election cycle and then propose noving to
mandat ory.

MR. HULSE: And there would be no threshold
conpelling them It would just be a matter of who woul d want
to participate.

MR. FERGUSON: Yes, that's right.

MR. HULSE: Have you talked with San Franci sco, the
Et hi cs Conmi ssion in San Franci sco yet?

MR. FERGUSON: W have talked to our counterparts to
sone extent in San Francisco, yes.

MR. HULSE: Because they certainly have been a trend
setter in this area.

MR. HARRI S: They're here today.

PRQJECT MANAGER KAWANO: Yeah, | woul d encourage
requests like that, if you're interested on how we woul d
proceed, we have a user group sheet and you' re nore than
wel come to join us for that, that way you can get input on
t hat .

MR. HULSE: There is a user's group sign-up sheet,
hopefully, at the table that you cane in when you do | eave.

If you wish to sign up, this will be a nonthly neeting. CQur
first neeting mght be as early as June. And it would be a
pl ace that you could give input and feedback to our

devel opnment process.

MR. HOMRD: Hi . Thad Howard, Howard Agency. One
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comment and one question. Let me direct this to the FPPC.
s SB 49 -- | apologize if it's inthe bill, I didn't read it
as thoroughly as | probably should have. 1Is it an either/or
situation, do you file on-line and you file or do you file
on-line in conjunction with paper filings.

MR. HULSE: | can answer that. Basically, the SB 49
requirenent is a transitional bill, in my mnd, in ternms of
el ectronic filing. SB 49 has a threshold requirement. On
t he canpai gn side begi nning January 1, 2000, the measure has
$100, 000 of activity in the elections cycle.

If you hit that threshold, you are to file
el ectronically. Now, you don't have to go back and fil e what
was filed before on paper, but fromthat point forward, in
terms of qualification, you file.

Si mul t aneously, you submit a paper filing. W wll
al ways have paper filings comng into this systemin the
sense that there will be filers that fall below the threshold
and will not be conpelled to file electronically. But there
is, within SB 49, there is the view that we are to accept
parallel filings of electronic and paper filings for a period
of time until we deemthat our systemis solvent enough that
we can accept only electronic filings.

And, at that point, those filers that are conpelled
to file electronically will not have to file parallel paper.

On the outset, the paper docunent for those electronic filers
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is going to be construed as the | egal docunment, not the
el ectronically filed one.

MR. HOMRD: And that $100,000 threshold i s noney
rai sed or noney spent?

MR HULSE: Both. And then the threshold, as of
July 1st, drops to $50,000 in the elections cycle. For
| obbying entities the threshold is $100,000 in a given year
fromJanuary 1, 2000 through July 1. As of July 1, it's
$5,000 in a given year, which will capture nost of the
| obbying entities.

MR. HOMRD: And just a conment. You nentioned on
one of the cons on, | think it was EFPOC Format, about
searching for additional revenue, as a result, and it may not
be in the SB 49 budget. The budget hearings are goi ng on
now, that if you were thinking -- | don't know what nonies
you're tal king about as what you will need, but if you're
| ooki ng for augnentation to that, now would be the tine to be
talking to the Legislature, so that it's in next year's
budget .

MR. HULSE: At this point, we feel that the budget
that has been allotted, we can acconplish possibly al nost al
the options that we had here. | think the budget issue is
rai sed over the idea of the additional funding. And I think
we're in a position where we probably can't pursue that, the

idea of funding filers to adopt the format.
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PRQJECT MANACER KAWANO  Yeah. Best case scenario
is we're going to try to stick with the budget at hand.
We're not going to try to go -- | don't think it's necessary
that we have to go across the street.

Anyt hi ng el se?

MR. SHULEM M ke Shulem Data Plus |Inagination in
Los Angeles. | don't have ny FPPC schedule. In your project
schedul e, you show the filing date of January 12, 2000 for
the first electronic filing. Wat is the reporting dates?

MR. HULSE: Actually, it's not January 12th.

MR. SHULEM |'msorry, January 27th.
MR. HULSE: And | think we nmade a -- | want to
apol ogi ze on the one slide, interns -- |I've noticed that we

sai d proposed SB 50 campaign filing electronic is due January
27th. That bull et saying proposed SB 50 was for the early
year - end and sem - annual .

Qur first filing that we are going to be conpelled
to file electronically is the first pre-el ection statenent
for the 2000 el ection. Wen SB 49 was crafted, there was no
early primary. So what happened was we were assuni ng that
the first electronic filing would be 1/1 through 3/22 due
3/ 27.

Unfortunately, with the advent of an early prinary,
it's only narrowed our ability to get this material out. So

the new first pre-election period is 1/1/2000 through
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1/ 22/ 2000 due 1/27/2000. We're considering that the first
el ectronically filed docunent conpelled by | aw

MR. SHULEM Ckay. There were two or three other
itens. You keep referring to this dot CAL Format as
non-proprietary. | don't think anybody is kidding anybody,
we've seen this format before. And it caries copyrights, for
instance, on the Illinois format that they are proposing
alnost itemfor item You see exactly the sane | ayout
provi ded by, | guess it's SDR -- sonebody that you fol ks are
deal ing with.

So the question of fairness arises in regard to
their leg up in providing canpaign software to their own
format, which you folks are attenpting to utilize as sone
i ndustry standard, which obviously it is not. So |I have sone
concerns about fairness in regard to sonme of the vendors
involved here in California trying to provide their
conversion to sonebody else's format. Wuld you like to
reply to that.

PRQJIECT MANAGER KAWANO  Yeah, that's a point well
taken. Wayne Cox, could you speak on that.

MR COX: First of all, I think it's inportant to
note that we submtted a proposal in response to the
requirenents for the CLAIMS Systemthat was published by the
Secretary of State. Part of that proposal was to reuse

pi eces of SDR s technol ogy and the engine that processes
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this.

The systemitself is in use at the FEC. It's in use
in a nunber of -- it's in use in a nunber of state venues.

So there's a fair anmount of experience with the system The
systemis accepting test filings and works very well.

W' ve talked with SDR and raised this issue. And
it's our belief that the filing format is non-proprietary and
we have issued a letter to the Secretary of State stating the
fact that it's -- that we hold no proprietary rights and that
we do not have any intellectual property connection on the
t ool .

As | understand it, SDR technology is not currently
selling canpaign filing software. They are focused in the
backend systemmarket. So |I don't believe there's any
vendors that are -- | nmean | don't believe they have any
current clients in the state of California.

MR. SHULEM Nor do they have any affiliates that
sel | canpai gn software?

MR. COX: None that |I'm aware of.

MR. SHULEM The second iteml'd |like to bring to
your attention is the schedule. Having been in sone of these
neetings fromthe very beginning, | do not recall the reality
of being able for you folks to establish a format and for us
as individual businesses to convert that format into a usable

capability in the time frame which your current schedul e
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i ndi cates.

I, for instance, have 750,000 |ines of C Code in ny
dat abase managenent program which reads information out of
t he database and wites it to various formats including
| abel s and | etters and FEC and FPPC reports. You know, you
folks tal k about the difficulty involved in going to X 12 and
the tinme el enment and the cost.

Turn the situation around and | ook at the other side
of the coin. W have exactly the sane situation, only
usually a lot nore conplicated in doing exactly the sane
thing as you fol ks say are inpossible to do in the tinme frane
left to do it.

PRQIECT MANAGER KAWANO: That's a very good point.
And that's the input that we need. W have nenbers of the
Executive Steering Cormittee here. | can't give you a
rational answer right now, but those are the things, that
kind of input that we need, because that's what it's going to
take to nake a determ nati on on what we can do to hopefully
al l eviate sone of that pressure or see what we can do to
address those issues.

MR COX: If I could also input. W have consi dered
that as well. And one of the things that we' ve been talking
about is the actual certification process, and the formsets
or groups of filing sets would be certified so that the

vendor woul dn't have to face an entire certification process
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at the time and they don't have to certify the full CAL
For mat .

In other words, if they don't want to do the
| obbyi st portion, they could concentrate on the canpaign
portion. |If they don't want to do the canpaign portion, they
coul d concentrate on the | obbying portion. And that groups
of filings could be brought up as they start to becone
appl i cabl e based on the filing schedul e and the vendors
certified over time to reduce the effort that's required as
part of their software devel opnent, because we do recognize
this is a big undertaking required by the |aw.

MR. HULSE: We're aware of the other inpact and that
is that, as | pointed out before, we were assum ng that the
first filing that you' d be subject to would be due 3/22. And
with the early primary, it's inpacted you, it's inpacted us.

In light of that, SB 49 gave us up to Septenber 1st
to publish the file format. W really want to make an
attenpt to publish it earlier. W're hoping to publish it as
soon as July to give you a little bit nore |l eeway. And we're
very synpat hetic with what you have to go through, but
there's no easy tinmefrane here at this point.

MR. HARRIS: The nost critical factor for getting
that format fixed, though, is getting feedback so that the
format is vetted as fast as possible. And so it's really

i nportant that we get your conments, hopefully in witing, on
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any issues that you have with the formats at your earliest
conveni ence.

MR. SHULEM  Thanks.
PRQIECT MANAGER KAWANO  Questions, questions,

i ssues.

M5. ALEXANDER: Hi. |'m Kim Al exander with the
California Voter Foundation. | wonder about the X 12.
guess I'ma little bit confused. | know that there was an

effort that cane together through COGEL, the Counsel on
Governnental Ethics -- | don't renenber the rest of it.

Anyway, they started an X 12 process. And | guess
maybe there's nmultiple X 12 processes underway. But that
i dea, behind that program which Bob Stern was | eading | ast
| heard, was to get states to work together on devel oping a
uniformfiling format that could be adopted by jurisdictions
on the state, federal and local |evels across the country, so
that we don't have to all keep going through this.

| guess is this X 12 that you're discussing
different than that process that's underway? 1|s there
anyone in the roomwho can naybe gi ve sone background on what
the status of that other process m ght be?

MR HARRIS: X 12. W're tal king about the sane
X. 12 framework, but there's a | ot of m sunderstandi ng about
how X 12 works. X 12 isn't a set file format that sonehow

magi cally makes it so that you can nake your software do X 12
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and then sonehow it can take files fromany jurisdiction that
supports X. 12 regardl ess of the differences between
California's filing requirenents and sonme other states or the
FEC s.

And so there's a | ot of individualized work that has
to be done in each venue. And the interoperability is real
limted fromthat. But we are tal ki ng about the COGEL
standard here or the sane one that's devel oped by the COGEL
process.

M5. ALEXANDER: |s that process noving at such a
sl ow pace that whatever we develop here can't fit in with
that? | nmean is there any flex -- | guess they're on two
different tracks right, what the California format track is
and what this bigger X 12 national track m ght be? But is
there -- is there sonme way that we can try to nmake what we do
conpatible if there is a national standard that emerges that
peopl e can work together on?

MR HARRIS: |I'mnot aware of any state effort right
now to work on a standard together. And the FECis starting
to look at inplenmenting in 2000 or later. And this systemis
bei ng devel oped to be able to allow us to participate in that
process and incorporate whatever is devel oped under that
process.

But it seens |ike the process is broadening and is

maybe even nore tinme intensive than it's been in the past.
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And for us to tie this project to that broad process woul d
increase the risk of the project trenendously. And, you
know, we're actually getting the filing deadlines noved up on
us, not pushed back. And so being able to inplenment X 12 to
get those benefits of inoperability so that the effort is
conbined is pretty renote right now

M5. ALEXANDER: |'m al so wondering is there a reason
why we couldn't have started this whol e process a year ago?
Was there sonmething in SB 49 that -- | nean, it seens |ike,
you know, the bill passed in late 1997 and we all knew this
was conmng and it just seens a shanme that we're rushi ng now
when we' ve known for awhile that we need to do all this.

MR HARRIS: Right. But that standard didn't exi st
a year ago. The X 12 standard hadn't been ratified.

MS. ALEXANDER: Yeah, | realize that. But separate
fromthat question, | nmean |I'mjust saying for the sake of
developing a California filing format we've known since | ate
'97 that we need to develop a format.

MR. HULSE: What we did, at that point, Kim is we
asked the vendor comrunity to cone forward and neet with us.
And we slowy but surely devel oped the EFPOCC Format. We
devel oped that EFPOC Format to neet the needs of the general
el ection for 1998. And we |ooked at it as a transitional
format. It was a way to wet our feet.

Basically, we had been working since that point.
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Qur problem at this point, is that, you' re right, we had
very little time to fulfill what we need to do in terns of
the inplenentation, but we had to start this process the
begi nning of this year.

M5. ALEXANDER: Ckay. M last conment | wanted to
make in regards to the anendnment process is that | appreciate
the four things that you listed out that we needed to keep an
eye on. And | agree that we need to preserve things like
being able to see what the original record was and, you know,
exactly what transaction was bei ng anended.

And | just wanted to nention that | | ooked at the
FEC systemthat's in place right now for the presidenti al
filings. And if anyone has | ooked at it, you can see
already, | think, Bradley filed an anendnment to his first
quarter '99 filings.

And it says very clearly on the FEC s web site
here's the original report and then here's another one. And
each report has its own nunber and it says this supercedes
this previous report. And it lists the nunber of the report.
And | thought it was a very clear way to understand that the
report had been anmended and how you can see the original one.
| think that m ght be a good nodel for us.

MR. HULSE: Yeah, we want to keep that process in
pl ace, too, in the sense that when an anendnent cones in, it

is viewed on our web site as the current filing. |In other
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words, what rermains in the last filing will cone forward, but
what is changed then should be seen really as the nost
current filing. And we will nunber the anendnents. We wll
keep themin order.

M5. ALEXANDER: WII we identify those as an
anendnent? | nean, will you know that it has superceded
sonething else that is there?

MR. HULSE: Yes, nost definitely. And there wll
probably, in all essence, be a date sequence affiliated with
this anyway in terns of howit's comng in, in terns of our
el ectronic filing format we've wanted with the anmendnent
process to actually have them nunbered so that when soneone,
|l et's say, nakes a submittal of a Form 490, we know that the
original submttal is not an anendnent and that there would
be an area within the file format to indicate that. Then al
subsequent anendnents shoul d be nunbered sequentially so that
we know this is anendnment one, this is amendnent two, this is
anmendnent three. And we're hoping to institute sonething to
that effect.

PRQJECT MANACER KAWANO  Over here.

M5. CRESPC MW nane is Virginia Crespo. |I'mwth
t he League of Wonen Voters. And | really amstill a little
confused about why we have abandoned apparently the EFPCC
Format, which was used in the general election and we're now

doi ng sonething totally different or is that --
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PRQJIECT MANAGER KAWANO: That's not conpletely
true. On this project and the way the project had to be
proposed and bi dded out and everything, we accepted a bid
that the bidder, SAIC, proposed a custom off-the-shelf
sof tware sol ution, which enbedded the CAL Format. It has
been enhanced to neet sone of the concerns and nake it a
little bit nore user-friendly for California.

EFPCC, the 490 Form which was the only formthat
was adopted, is still going to be used and is still offered
to all those that still have that in place. But we're --

M5. CRESPO So we are going to have two fornmats
avai l able, we're going to have EFPOC and the CAL Format?

PROJECT MANAGER KAWANG  Yeah, EFPCC for 490 until
peopl e are ready to change or if you guys ever are going to
have to change the software. You know t echnol ogy evol ves,
changes, so, you know, | can't say how | ong that woul d be,
but, yes, the Secretary of State's Ofice is conmtted to
keepi ng the EFPOC Form 490 for life, | guess you could say.
So, in essence, yes, you're right, there may be up to two
forms that we have to maintain.

MR HARRIS: W're also | ooking at supporting an
EFPCC styl e of the 419 and 420. That's under consi deration.

MR. HULSE: And inplenenting a Form 405 anmendnent
process for the three.

M5. CRESPC  Thank you.
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PRQIECT MANAGER KAWANO  Anyone?

Har vey.

M5. WHITE: |'m Sheryl White. [|'mrepresenting
Statecraft today. Statecraft has 1,300 filers in
California. W were a technology partner |ast year. Over

half of the Conmmittees that filed on the EFPOC were State-

craft clients including Gay Davis and M ng Chin of the
Superior Court.

(Ther eupon an overhead presentation was presented
as follows.)

M5. WHHITE: |I'mgoing to try to keep this not
technical what | explain to everybody. There have been sone
wor ds bandi ed around and | think we need sonme definitions
her e.

A non-proprietary standard is one that's gone
through a certification process. 1In the United States, for
el ectronic data interchange, that process is governed by the
Anerican National Standards Institute. Their Accredited
Standards Committee for electronic data interchange i s known
as X. 12 and that's what you've heard referred to as X 12.
That is the only non-proprietary standard avail abl e.

EFPOC is what's known as a proprietary standard. It
was proprietary to the Secretary of State's Ofice. It
becane a standard when the technol ogy partners agreed to use

it and participated through a consensus process of what that
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format was |ike.

The CAL Format is a copyrighted format. There is no
way to take that format and nake it non-proprietary. The
devel oper can put it in the public domain, it doesn't make it
non-proprietary. And I will give you an exanple that | think
everybody will grasp.

M croSoft devel oped the Internet Explorer.

M croSoft has put it in the public domain so people can use
it for free. They can distribute it with no royalty, but it
doesn't make it non-proprietary and that's the sane thing
with the CAL Fornmat.

And for those of you who have or have not seen it,

M ke Shulemfrom Data Plus referred to the Illinois web site.
| downl oaded this fromthe State of Illinois, Board of
El ections. You can see very clearly it says Copyright 1996
to '98 by SDR Technol ogies. They refer to this as Illinois
PDSERF pl us.

--000- -

M5. WHITE: These are the header files that are
copyrighted or published as copyrighted for the Illinois
format.

--000- -

M5. WHITE: This is the CAL Format, which

downl oaded fromthe Secretary of State's web site.

--000- -
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M5. WHI TE: When you line themup you can see that
they are identical. There is no way to take this format and
make it non-proprietary.

--000- -

M5. WHITE: Now, the Secretary of State is asking us
to take this CAL Format and conment on it. Wlat they're
asking the developers to do is to fix it, tell us what's
wong with it.

Thi s docunent | downl oaded fromthe Secretary of
State's web site yesterday, this is the guide for
i npl enenting the CAL Format. In looking at this first page,
this tells me that the person who did this doesn't understand
California filing.

If you look at the part where |I've circled in green
as the ID nunber for this commttee, 71609, you would
recogni ze that that can't possibly be an I D nunber for a
California report. They are six digits and the first two
digits represent the year in which the commttee was forned.

--000- -

M5. WHITE: This is the definition of a format for
Schedule A for 419. | personally think there's an
i nsufficient nunber of codes. It has three codes there,
reci pient commttee, individual, and other. All of these
filings are subject to the initiative process. There's

currently an initiative being qualified for the ballot that
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woul d nmake it illegal for one candidate conmmittee to
contribute to another candidate conmttee. Therefore, you're
going to have to track what kind of fornmed conmmttee is
contri buting.

If it's a candidate commttee, it would be
prohibited to give to another candidate conmttee.
Therefore, that's another -- that's another code that woul d
be needed.

Check box, this one here. Wether a person is
sel f-enployed or not is not a requirenent in California
filings. |If soneone is self-enployed, all you need is their
busi ness nanme, not if they are self-enployed. This is a
requi renent that comes from anot her state.

Transaction type, Values D, third-party repaynent
forgi veness loan, returned. | don't see a code for the
nonetary contribution itself.

MS. ALEXANDER: Sheryl, | have a question.

PRQJIECT MANAGER KAWANO:  Coul d you state your nane.

MS. ALEXANDER: Ki m Al exander, California Voter
Foundation. |I'mnot quite sure where you're going with al
this, but | appreciate the detail that you' re going into.

"' mjust wondering, on the question about self-enployed. |
think it's true that you do have to identify who your
enployer is. And if it is yourself, you have to put self.

Am | m staken about that?
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M5. WHITE: No, you're correct. You have to put
your busi ness nanme or your dba. What's not required is a
flag if you re self-enployed. This is an additional
requirenent they're putting here. Are you self-enployed, yes
or no.

MR. HULSE: This was an order to process the actual
filing. W've had to bring, in terns of EFPOC for instance,
the idea of R | and O of a recipient commttee, individual
or other. 1It's not required by the formand I know that we
had sonme feedback initially that if that's not required by
the form it shouldn't be there. 1It's actually there to help
interpret the raw data streamthat comes in. The sane thing
with the sel f-enpl oyed.

M5. WHI TE: Every vendor here has devel oped their

systemin response to the Political Reform Act and the data

requirenents of that act. |If you want additional
information, I'mwlling to collect it for you. W have to
know about it. If we don't collect it, we can't give it to
you.

MR. COX: Yeah, but the whole purpose of soliciting
this format two nonths prior to nowis exactly so that we can
go through and get these kinds of issues. These kinds of
i ssues that you're pointing out are the sane kind of thing
that went through EFPOC or any file format devel opnent
i ncluding X 12.
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When you devel op the inplenentation guide for X 12
to lay out, specifically tailor X 12 to the California venue,
you're going to go through all of these particular issues to
make sure the business rules and the FPPC --

M5. WHITE: One difference. Here's the difference
with inplementing X. 12. You're going to have soneone who's a
data expert who's going to go to the regul atory agency, the
FPPC, and understand what the data requirenents are. This is
going to be a person who does not have the vested interest in
what the data requirenments or the format is.

MR. COX: (Okay. But the person is going to nake the

sanme m stake ny programmer nade when he put the wong val ue

-- when he put the wong value in the field, | nean, that you
illustrated. |If you don't understand the business rules,
you'll make -- | nean if it's a Certified Data Expert.

MR, HARRIS: Part of the process we've had --

M5. WHI TE: Additional --

MR HARRIS: -- we had to go through is, we had
techni cal people working on electronic filing and the
busi ness side. And bridging that is sonething that we all
have to do in automating this stuff. And in that case, that
was done by sonebody on the technical side and, you know,
so --

MR COX: That's why -- that's the first draft of

t he docunent.
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M5. WH TE: Two nore coments.

MS. ALEXANDER: | have one ot her question about one
of the comments you made. You nentioned an initiative that
may be on the ballot. And | guess | just assune all of us
who work in this area know that the Political ReformAct is
subject to change by initiative just about every election it
seens. And | just wonder -- | would expect nobst vendors
woul d be prepared to deal with that fact, given the nature of
our political climte in California.

Am | m staken about that? | mean, we can't really
antici pate what changes mght cone in the initiative process.
And even if they do, a ot of themget challenged in court.
And it just seens like it's going to always be a bunpy road
for all of us in this area. Wuld you --

M5. WHITE: Well, | would think since the Secretary
of State has three different categories for filings, 490, 419
and 420, that we'd have, at |east, codes that reflect those.
These codes do not even reflect that.

And lastly on this to give you an exanple, Cum
Amount one and Cum Anount two do not appear on a Schedul e
419. Those are strictly for candidate filings. And an Al
only has to do with a candidate, not a 419.

--000- -
PRQIECT MANAGER KAWANO. Do we get to keep copies of

this, Sheryl? And the reason why |I'masking, this is the
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exact input that we really need.

M5. WHI TE: (Okay, yeah sure. You can keep these.

MR. KAWANG  Thank you very much.

M5. WHITE: Now, | want to tal k about the anmendnent
process. I n my opinion, whoever devel oped this anendnent
process was dealing just with formvare and not with
dat abases. \Wat the Secretary of State nanmed in the way of a
filing is much reduced fromwhat vendors are required to do
for their clients.

It would take that -- | found it takes us at | east
two el ection cycles, not two reporting periods, but two
el ection cycles, to make a nmjor change in our software and
make sure it works correctly.

And | think you have two choices, a full replacenent
period w thout tagging the individual records or tag
i ndi vi dual records and just send those changed records. W
can do this. It will just take us sone tine.

--000- -

M5. WHITE: Now, mny first exposure to electronic
filing was San Francisco. And this is a copy to the first
two pages of a docunent that | received from San Francisco in
Oct ober of 1994. And you can see it says PDSERF, Political
Di scl osure Standard.

This is the second page. | would refer you to this

part down here, brief description of PDSERF. You probably
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can't read it. 1'Il read it for you.

"PDSERF stands for Political
Di scl osure Standard El ectroni c Reporting
Format. It was devel oped by a consortium
of software devel opers who desired an
i ndustry-wi de standard for electronic
filing of political information.

"This format utilizes EDI, the
El ectroni ¢ Data | nterchange, standards
devel oped and nmi ntai ned by the
Accredited Standards Comm ttee X 12 of
t he Anerican National Standards
Institute.”

--000- -

M5. WHITE: | did sone research and found this was
not true. These are mnutes fromthe X 12 Procedures Revi ew
Board that took place in February of this year

--000- -

M5. WHI TE: That's when the formal approval of
transactions that 113 for canpaign reporting was done and
publ i shed for trial use.

--000- -

M5. WHI TE: For those of you who want to know what

it looks like, this is it.

What's required now for the Secretary of State to do
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this format is what's called inplenentati on conventi ons.
That is the guide and the directions for the programers as
to what sequence to put the data in.

The FEC begins their inplenentation conventions in
60 days and Statecraft will be nodifying its software for
its federal clients to accommpdate the X 12. And we
reconmend X 12 for the State of California. This is X 12.

--000- -

M5. WHITE: This is proprietary and that's what the
CAL Format is.

MR. COX: So your definition of proprietary is
unique to California or unique to a particular venue?

M5. WHITE: O proprietary?

MR COX: Yeah, I"'mnot sure. W've had a |ot of
correspondence of proprietary and I'mstill not sure | get
your -- | nean | get the X 12 use of the fact that X 12 says
if it belongs to a particular venue and it's not standardized
across the entire nation, it's proprietary.

MS. WH TE: No.

MR, HARRIS: What is your definition of proprietary?

M5. WHITE: Proprietary neans it is unique -- it has
not gone through a certification process by the Anmerican
Nati onal Standards Institute.

MR HARRIS: So it has to be X 12.

M5. WHITE: It has to be certified. |If you don't
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want X. 12, then you need to nake another proposal to the
Anerican National Standards Institute. There are EDIfact.

It could have been in EDIfact. The devel opers, COGEL, deci ded
to go with X.12. And California participated in that
process. And | would also |ike to point out that that
docunent was --
--000- -

M5. WHITE: -- included in the Secretary of State's
RFI that was sent out to the vendors on this project on the
CLAI M5 project.

| would Iike to point out one other thing in your

comments earlier about SB 49 saying that the Secretary of

State was to develop a non-proprietary format. It says
"define a non-proprietary format." It is inpossible for the
Secretary of State to develop a non-proprietary format. It

woul d be proprietary by its very nature, as is EFPOC. It has
beconme a proprietary standard because the technol ogy partners
participated and that's the difference.

Transl ators are not $130,000. Translators range
fromfree for the nost sinple to about three to four thousand
dollars. Wth a conpany |ike Statecraft, it would cost us
$5,000 and we would distribute it royalty free to our filing
clients.

| think one of the biggest advantages of X 12 is the

Pr of essi onal Treasurers, of which | have 27, could submt
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multiple filings with one transm ssion to your office. It
al so gives themthe ability to use a VAN, where they woul d
have a recei pt from soneone other than the Secretary of
State's Ofice. And having served as treasurer and being
very glad to have a receipt that the Secretary of State
couldn't find, it's very val uabl e.

Also for small filers, they can take the
i npl enentati on conventions and send to themthat format to a
VAN. They don't need a translator where it costs them $10 to
$30. They would have a receipt. And the entire format is
val i dated before it gets to the Secretary of State's Ofice.

--000- -

M5. WHITE: And this fornmat does not change every
time you have an information requirenent change. Wat
changes - -

MR. HARRIS: Could | ask for a clarification. So SB
49 requires that we use a non-proprietary network, right, or
transm ssion method. So a VAN is proprietary or not
proprietary?

M5. WHITE: SB 49 does not require you to use a
non-proprietary transm ssion nethod. Wat they require you
to use is a non-proprietary protocol for transm ssion of the
data. That's the difference. You can set it up to accept
the X. 12 directly into your systemor we could set it up

t hrough a VAN, any nunber of ways.

PETERS SHORTHAND REPORTI NG CORPCRATI ON (916) 362-2345



© 00 N o g A~ w N P

N DN N D NN B PP PR PR,
aa A W N P O © 00 N oo 0o b~ w N+, O

46

Does anybody have any questions?

PRQJIECT MANAGER KAWANO. Anyone el se?

MR. MAJARI AN: | have sone questions. N shan
Maj arian with NetFile.

PRQJECT MANAGER KAWANO: We need you to use the
m crophone, Ni shan.

MR. MAJARI AN What ny question is --

PROJECT MANAGER KAWANG: Can you say your nane,
agai n, pl ease.

MR. MAJARI AN: N shan Majarian with NetFile. MW
guestion, Sheryl, is, so your concern is that we nay be
adopting a proprietary format in California or copyrighting
format. And your suggestion is that we use a non-proprietary
format and then we send those non-proprietary formats through
a very proprietary network, and pay an individual fee for
every subm ssion, is that what you' re proposing?

M5. WHHTE: No. And it's not my proposal that we

use a non-proprietary format. It is the Legislature's
mandate that we use a non-proprietary format. It could be

up -- they are using EDI, X. 12 over the Internet now. The
comuni cations and transm ssion, | think, is left open to any
nunber of possibilities. It could be done in nore than one
way.

MR MAJARI AN So X. 12 does not necessitate the use

of the current proprietary format. |'mjust asking, because
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we -- there's a lot of questions with regard to that.

M5. WHITE: | didn't understand the question. Could
you - -

MR. MAJARIAN. My only concern is | would rather,
fromour perspective, find a fornmat that we can further
devel op or enhance and utilize that format and then file
through the Internet as opposed to devel oping a new format,
whi ch may or may not -- which, according to your definition,
is not proprietary, and then have all our operations dictated
to us through the filing portion of that, through a
proprietary network operated by a third party. And then have
our clients subject to a per filing fee, which will sonmehow
have to work into our price structure as well.

M5. WHITE: SB 49 does not preclude the Secretary of
State with continuing with the EFPOC Fornmat. The EFPOC
Format, however, does not neet the criteria of SB 49. It's
not a substitute. It would be an addition to.

And again, the transm ssion nethod for an X 12, the
Secretary of State could design an acceptance systemto
upload it automatically into their web site or | think that
filers should have the option to have a third party receipt.
The other thing is if you send it to a VAN, you can tell the
VAN to deliver it just on tine, so it doesn't get posted
before the deadline. A VAN also has a mail box where they

will archive the data for the filer. | mean there are lots
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of advant ages.

MR. MAJARI AN  And who operates the VAN?

M5. WHITE: There are about 12 vans, AT&T, MCl has a
VAN. There are dozens.

MR. MAJARI AN:  Thank you. Are you submtting all of
this in witing so that we'll have a chance to review this
| ater.

M5. WHITE: Well, they're taking it down. There's a
transcri ber here.

PRQJECT MANAGER KAWANO. Any questions about the
file formats? In the back, again.

M5. WHHTE: And | did tell you the FEC is proceedi ng
in 60 days with their inplenentation conventions.

MR. HARRIS: That's not when they're asked to nake
conpletion, right?

MS. VHHTE: |'msorry.

MR, HARRIS: But their conpletion schedule is --

M5. WHITE: Well, it takes probably, dependi ng upon
the conplexity of the data requirenments, and California' s are
t he nost conpl ex, probably take three to four nonths. And
then after that, the translators have to be done. But once
the inplenentation guidelines were done, then we could start
codi ng on our side.

MR. COX: But | guess the FEC al so has an existing

systemthat currently accepts electronic filings. They're
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not --

M5. WHITE: Yes, in a proprietary format.

MR, COX: But they're not attenpting to develop a
system si mul taneously with adopting X 12?

M5. WHITE: |'msorry, say that again.

MR. COX: They're not attenpting to develop a system
si mul t aneously with devel opi ng X. 12?

M5. WHITE: It's been in place for about, | think,
three years. And part of the problemis in 24 nonths we had
three revisions on the format. | think with X 12 you're not
going to have as many revi sions.

PROJECT MANAGER KAWANG:  Kim

M5. ALEXANDER: Yeah, Kim Al exander, again. |
t hought -- | have a copy of the bill. And | thought maybe
since there was a little bit of confusion about what it says,
it mght be helpful to just read the text on this issue. It
says, as part of the on-line filing process, those are ny
words, "The Secretary of State shall define a non-proprietary
standardi zed record format or formats using industry
standards for the transm ssion of the data required of those
persons and entities specified in Subdivision A ..." blah,
bl ah, bl ah.

So what I'mKkind of hearing is there's |like two
i ssues here, right. There's a question of what is the actual

record format or what | think can also be called the file
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format. And then the question of howis the data transmtted
to the Secretary of State.

|"mnot a super technical person, sol'malittle
bit confused at this point. But on the first question of the
record format, fromwhat |'ve seen so far, it |looks to ne
that even if | don't want to use any of the vendors' software
that's out there, | could, conceivably, go to the Secretary
of State's web site, download or just nmake a copy in text of
the format, fill in the blanks according to exactly what you
said and submit it, I'mnot sure what the subn ssion process
is, and be in conpliance.

And ny great concern is -- and that doesn't seem
proprietary to me. | nmean if all the code is -- it's not
even code really if it's all there. And | can submt it in
text and | don't even need a programto do that, which I
think is a situation we need to provide for. Sone people
don't have to buy software if they don't want to.

You know, that seens to ne that that's what we do
right now. And | want confirmation that that's okay. And
al so want to nmake sure that whatever the transm ssion process
is that's set up will allow for a person to do that. So if
there's soneone who's got a, you know, $25,000 canpai gn
doesn't have a treasurer, isn't buying software, but wants to
file electronically is able to do so without having to buy

software, wi thout having to pay a fee for every transaction.
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l"d like to hear what the Secretary of State's staff thinks.

MR HARRIS: Well, let's see. W're aware that
recently San Francisco tried to devel op a process where
peopl e could basically do that kind of one-off filing, where
t hey basically hand conpose their filing in Excel. And |ike
you said theoretically, they could have done that in that
process with a word processor or sonmething like that, if they
coded it wrong.

And there's sonme challenges with that. And one of
themis that you end up with a uni que product every tine and
new bugs introduced every tinme sonebody does that. And |
think that m ght be why, | believe if you read a little
farther down in SB 49, there's a requirenent that the
Secretary of State certify software, so that there is sone.
But it doesn't say that necessarily that it's -- that it had
to be for a fee software.

| suppose, you know, we've heard peopl e tal k about
they m ght give away free software or something |ike that.
So it doesn't say that it's for free or pay, but | don't
know. Do you have the clause there?

M5. ALEXANDER: |'mnot talking about Excel. 1'm
saying if you specified a record format and it says, as your
format now says, you know, for Schedule A, Contributions,
it must look like this, and not using Excel, but just using

exactly what you said, use that to enter ny records. And |

PETERS SHORTHAND REPORTI NG CORPCRATI ON (916) 362-2345



© 00 N o g A~ w N P

N DN N D NN B PP PR PR,
aa A W N P O © 00 N oo 0o b~ w N+, O

52
do it according to your format and subnmit to you, you know,
in sinple text or whatever exactly according to the format
that you have, it seens to nme that we should be able to all ow
for that. | nmeanit's --

M5. WHITE: | think | can clarify this for you,

Ki m

M5. ALEXANDER: Yeah, thanks.

M5. WHITE: Wth X 12 the inplenentation conventions
are for a conma-delimted text format.

M5. ALEXANDER: Ri ght, okay.

M5. WHI TE: Anybody could take that text format and
create their filing if they had their own program their own
spread sheet, et cetera. |If they send it through a VAN, it
coul d be validated wi thout having software being certified.
But they couldn't send to the Secretary of State's Ofice
wi t hout having the product that created it being certified.

PRQIJIECT MANAGER KAWANO: But, you know, Kim to get
back to the coment that you nade or the question that you
asked, your answer, in essence, what the Secretary of State
woul d pose is yes, you could copy sonething. You could send
it. You ve got to transmt it electronically. If it cones
in fax, is that an electronic submssion? | don't know You
know, there are vehicles that you could transmt
el ectronically to get it here. And would that be within the,

you know, grounds of the |law, SB 497
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We're proposing a file format for the specific
reason that there are reports that we're trying to gather.
There's information that we want to provide. And if we
provide it, if it's provided to us in an electronic format
and in the formof a file conma-delimted format or
sonething, then we're able to take in that data, disperse it
and provide it out.

M5. ALEXANDER: Ckay, well, it doesn't seemto ne
that we have to -- | nean, | don't know what to think about
the whole X 12, EFPOC, CAL controversy. But whatever the
solution is, | hope that we can cone up with a format that
will allow for text, you know, a basic text subm ssion, if
possible. That's what | would like to see.

PRQJIECT MANAGER KAWANO That's a good i nput.

MR. SHULEM M ke Shulem Data Plus |Inagination. |
think that's sonewhat m sl eading, quite frankly. You' ve
gi ven us a docunment with a hundred pages or so on file
formats. And for you to say that you think sonmebody coul d
sit down either over the Internet or on their word processor
and fill out the information necessary to put this in the
established format and send it into the Secretary of State, |
think, is somewhat m sl eading.

M5. ALEXANDER: Well, you wouldn't want to.

MR. HARRI S: That wasn't ny recommendation at all.

MR, SHULEM Well, that isn't what | just heard from
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t he podi um

MR HARRIS: | don't think that's what he intended
to say.

PRQJIECT MANAGER KAWANO  Yeah, what | was trying to
say is that electronic transm ssion, how you' re going to send
it, it's vague enough. SB 49 doesn't specifically say it has
to be done via the Internet, via VAN or anything.

MR. SHULEM We're not tal king about the
transm ssion of the data. W' re tal king about the creation
and val i dation of the data.

PROJIECT MANAGER KAWANO.  Ckay.

MR COX: 1'd also like to point out all three
formats are comma-delimted ASCII formats, X 12, EFPCC
They're all simlar in that nmanner.

PRQJIECT MANAGER KAWANO:  Any ot her conment s?

MR KIMBALL: [|I'mKelly Kinball and |I'm Chi ef
Executive Oficer of SDR technol ogies, apparently the
copyrighted format owner. And 1'd like to say that what we
copyright is our docunentation. Qur docunentation is nost
certainly copyrighted and that's what was shown to you today.

In that docunentation it does contain the formats
that we've used. W' ve never clainmed ownership to any
format. We have never charged anybody for use of any
format. But if there is any question as to whether or not

SDR does, in fact, own this format or any format out there,
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we have engaged our intellectual property rights attorney to
advi se us on how do we get rid of it.

And it's the dammedest thing. It's the nost
difficult thing we've ever done is try to get rid of it. But
no matter what we try to do, sonebody cones back and says no,
there's a TM sonewhere or copyright information as if we've
regi stered it sonmewhere.

And we have witten a letter to the Secretary of
State regarding the CAL Format that rel eases any, and we
don't believe we have it, but rel eases any proprietary
interest in this format into the public domain. That neans
you, Sheryl, you own it. That neans everbody here owns it
and nobody owns it. You're allowed to take that into the
City of Cakland. You're allowed to take that in Zi nbabwe and
do your own format with it. You can tear it apart and put it
back together again and it's everybody's fornmat. It's an
open st andar d.

And that's what the Secretary of State requested,
that's what the SAIC and SDR has given them And if there's
anything I'mnot doing legally to put this in the public
dormai n, there are enough |awers in this room please tell ne
what else | have to do.

Thank you.

M5. WHITE: Putting it in the public domain does not

make it non-proprietary.
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MR. KIMBALL: You have a definition of proprietary
that we disagree with, Sheryl. And | think the | awers for
the Secretary of State staff and your |awers shoul d probably
get together and discuss this. But as far as SDR s
ownership, |I'mtal king about SDR s ownership of the format,
how do | unown this format, is it possible?

M5. WHITE: | don't think so.

MR. KIMBALL: That's the damedest thing |I've ever
done. | sold a car the other day. | could actually get rid
of that. | can't get rid of this.

(Laughter.)

PRQIJIECT MANAGER KAWANO:  Any ot her conment s?

In the back over there.

MR. MONTGOMERY: H . M nane is Dave Montgonery.
I"'mwith NetFile. A few weeks ago we subnmitted a docunent to
the Secretary of State regarding a nunber of issues that we
have in the current CAL Format as proposed through our
participation in the users group.

For the benefit of the folks that aren't
participating in the users group, I'd like to outline sone of
t he technical issues we have with the current CAL Format.

First and forenost, our objections are currently
centered around the anendnent process. For the benefit of
everyone here, | think I should reiterate what we currently

percei ve t he anendnent process as specified in the CAL
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For mat .

Ri ght now, as proposed, every anendnent that is
filed woul d be a replacenent docunment for all the previous
docunents covering the sane period of tinme for the sane
form Wthin the amended docunent, there would be a record
not only of any additions, changes or del etions of prior
records maintained in previous filings, there would al so be
records within the anended docunent indicating what those
del eted changes or non-existent -- deleted or changed records
woul d have been in the prior docunent.

So, for instance, as | currently understand it, in
the rendering engine that will be used by SAIC, SDR, they
wi |l be taking an amended docunment, they will show the
original transaction as submtted by the filer in their
original filing, they will X out that changed transaction and
they will be providing a list of all amendnents to that
record which have occurred since the original filing, be they
changes or del etions.

Now, our issues with that nethodol ogy are nany, but
we have two primary points of interest. One is as filing
software vendors, we nust maintain two separate el ectronic
di scl osure reporting engines, if you will, one of which wll
be used to generate original subm ssion docunents to the
Secretary of State. The second print engine that we'll have

to maintain will be strictly geared towards produci ng anmended
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docunent s.

And let's take, for instance, a sinple Schedule A
where you have a list of contributions received fromvarious
i ndi vi dual contributors, just about the sinplest Schedule A
you can imagine. To print out the original docunent, what
we' |l | ask our backend dat abase to generate is a list of al
contributions received fromcontributors over the reporting
period that nmeet the reporting threshold of $100 or nore
cunul ative for the current year

| f we produce an anended docunent using the current
proposed CAL Format, we would be required to ask our database
for all contributions received that have not changed since
the original filing of the docunent, we'll have to ask the
dat abase for any added records whi ch have been added to the
Schedul e A since the |ast subm ssion, any changed records
whi ch have been changed since the |ast subm ssion, and any
del eted records which have been del eted since the |ast
subm ssi on, because we're required to flag each of those
records in the data set as being either added, changed or
del eted or indicating whether or not they have ever been
changed at all.

The problem for me, as a software devel oper then, is
mai nt ai ni ng two separate code bases, one geared towards
ori ginal subm ssions and one geared towards anended

docunents. And as a software vendor, as a small software
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vendor, we do not feel that this is sonmething that fairly
considers the amount of effort that goes into maintaining
filing software that works in this state, given the
conpl exity of disclosure | aw here.

Qur next issue with the anended formats is that when
our customers, our clients submt an electronic filing in the
State of California, they want that electronic filing to
exactly represent the paper docunent that they are submtting
to the Secretary of State's Ofice.

In the current proposed format, our clients will be
submtting a paper docunent which shows all the transactions
they're currently reporting, but the el ectronic docunent will
al so be showi ng the original transactions that they're
addi ng, changing -- or that they' re changing or deleting in
addition to a history of every change or deletion to that
record, which will then be rendered on the Secretary of
State's web site in their inmaging format.

Now, the problemw th that is you' re going to have
peopl e who think they are submtting one paper docunent and
are viewing a conpletely different docunent on the Secretary
of State's web page, which will create a great deal of
consternation anong treasurers in this state, | think

What we're proposing is a way of revising the
current amendnent process so that it mght be able to work

for other software vendors as well as ourselves and that
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woul d be to uniquely index every record in the electronic
filing document with a unique index nunber, which would not
change for all subm ssions of the sane docunent covering the
sane reporting period for any -- for an infinite nunber of
submi ssi ons of that docunent.

That way the Secretary of State's backend software
can eval uate each subm ssion as they arrive and use a sinple
conparison of all records, which maintain the sane index, to
see if it has been changed, deleted or remains the sane.

It's a relatively sinple concept. W think the CAL
Format right now introduces an unnecessary |evel of
conplexity. It introduces an unnecessary nunber of fields
that are required for us, as software vendors, to naintain.
In addition, it also requires us to maintain copies of al
records that have been changed or del eted by our users, which
al so provides for a very onerous requirenent.

And also it increases the sophistication required of
our end-users to know exactly when, on what date and what
time, they sent a submi ssion to the Secretary of State's
Ofice | ast, because they need to tell our software, okay,
this was the last tinme that we produced a data set for the
Secretary of State's O fice, what has changed or been added
since. So it increases the requirenents of users in the
mar ket pl ace. And that's what we have to say about anmendnents

ri ght now.
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In addition, we also have sone issues with sone of
the seemngly arbitrary neans of handling data within the CAL
filing format. In particular, we are concerned about the
practice of delimting nanes, using an arbitrary delimter
| i ke a caret by defaulting the SDR current format. W would
like to see that means of storing a nanme in one field using a
caret delimter M. or Ms., first name, |ast nane and then
junior, the third or whatever.

W'd like to see that changed from having a single
field delimter to having four fields representing those sane
data fields, so that SDR s backend software w ||
fundanmental ly be doing the sane thing. It will be
conditionally evaluating whether or not there are data --
there are elenments of data within the field to render onto
their print end. And it will not greatly conplicate their
lives and it will greatly sinplify ours to go with sonething
nore standardi zed |i ke containing the sane information in
four separate fields rather than trying to jamit into one
field.

And that's what we currently have to say about the
CAL Formats proposed. Those are our mmjor issues. W have a
variety of other mnor issues, but those can be resol ved
t hroughout the normal course of the users group.

Thank you.

MR. COX: | think both of those issues are
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definitely workable and open in the discussion. | know wth
t he amendnent process, we knew that whatever process we put
out was going to be an itemof contention with the vendors.
And really that was sonething that we needed to hanmer out,
really needed to hammer out as a group.

We are |l ooking at the inpacts of what woul d happen
with the disclosure portion of the systemif we had to not
have that additional information.

MR. HARRIS: One of the toughest parts of the
specification is when we did the EFPOC project. W actually
had to just conpletely abandon the anmendnent |ogic in order
to make sure that all technol ogy partners would participate.
And FEC has found sone chall enges with the anmendnent process
t hey adopted and so we were really looking for a different
approach. |'mnot positive that we found a better one.

M5. WHITE: This is Sheryl White again. | have a
gquestion for you. Part of the problemfor not using X 12, at
this point, is the tinefrane with which you have to inpl enent
the system Could not the Secretary of State go back to the
Legi slature, set back the date for the non-proprietary
filings to the general election and use the EFPOC for the
primary, is that not an unreasonabl e path?

PRQIECT MANAGER KAWANO  Taki ng these comrents today
and the input that you're giving, these are the issues that

we have to bring up and provide to the Executive Steering
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Commi ttee.

M5. WHITE: So will you present that to the Steering
Comm ttee on ny behal f?

PRQIJIECT MANAGER KAWANO:  Thank you.

I n the back.

MR. MAJARI AN: N shan Majarian, again, with NetFile.
From our perspective -- and | think we'd like to clarify. W
were technol ogy partners in the EFPOC process. And we
understand that you all came to agreenment on a format and
then you spend sone tinme hashing out your issues with the
format, then making it better.

If we stay with EFPOC, we've got 419, 420, 490
pretty nuch done. W still need to go into the | obbyists and
redevel op all the |obbyists. That's going to take tine and
we're going to go through this process again.

If we go with CAL, CAL is close to a workable
format. |If we can address sone of the nmjor issues that
David just outlined, CAL can be a working format. W can get
in there and have it adopted, and |I'm speaking for ny conpany

only, very, very soon, if we can address sone of the main

i ssues.

X.12 is a conpletely unknown format for a lot of the
vendors in California. |If you were involved in the EFPCC
process, you didn't utilize it. |If you were involved in
ot her states, you haven't utilized it. It's a conpletely new
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system And we are going to have to go through this process,
again, with X 12, going through all the issues, hashing out
all of the concerns. W would essentially start anew.

And as far as NetFile is concerned, we'd rather
focus on one of two formats, either EFPOC or the new CAL
Format. Either one can work for us, if we can address the
i ssues that are -- that we, again, just outlined in the CAL
For mat .

PRQJIECT MANAGER KAWANO  Thanks for your input.

Anyone el se?

More comment s?

Can we turn on the projector, again.

Next slide.

--000- -

PRQJIECT MANAGER KAWANO: At this point on the
agenda, Alfie Charles was going to be asked to cone up.
have an urgent appointnent, but | have tinme now, because
we're running a little ahead of schedule, so I'Il continue.
And, Alfie, you lucked out.

Anyway, so where do we go fromhere? W got a |ot
of input today, a lot of conments nade. You're going to have
nore. You're going to look and you're going to digest this
presentation. You're going to have nore questions and we
really want to hear the questions, the input, the concerns.

We have to hear it.
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But we have a tineline we're trying to nmeet. It's
not that we're not going to accept anything after the 25th,
but we're urging you please, please, please get it to us by
the 25th. W have to conpile this information. |1'mgoing to
ask Peters Shorthand to get it to ne real soon, but he's
going to tell us that he can do it, too. But we're going to
have to ook at all this and conpile it.

If you provide it via Email, that's wonderful
We're going to give our Email address for Dave Hul se and
nyself, it's on the next slide. But if you have it in
witing send it to 1500 11th Street, Sacranento 95814,
attention David Hulse. |If you attention it to anybody in
this building, I"'msure we'll get it, but David Hul se,
pl ease.

And then our commtnent fromthe project team the
resources, the individuals that are part of the project team
t hat devel oped the software application and ot her nenbers
fromthe FPPC and FTB, we provide a recomendati on of our
findings -- | take it back. I'msorry. W provide our
findings to the Executive Steering Comrittee who will then
have to digest all this and make a recommendati on of the
anticipated format, okay, to the Secretary of State by next
Thur sday, okay.

W are putting tine constraints in an effort to nove

al ong, we have to get software devel oped. W want to provide
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as nmuch tine as possible for all of us out here that are
going to have to go back to the drawi ng board and do work on
sonething to get it done. Ckay.

Next slide.

--000- -

PRQJIECT MANAGER KAWANO  Once agai n, our contacts,
David Hul se or nyself, |I'm Steve Kawano. That's the
information right there. W had a sign-up sheet for a users
group. W encourage you, if you want to becone a part of the
users group, we'll provide all the information we can. W
will work to try to see if we can fit it around everybody's
schedul e to becone a part of this users group.

We created this. This was created for the CAL
Voter, our CAL Voter System and we have it ongoing for our
CAL Voter Il Project. And we want to encourage this for
CLAIMS. | know I'mthe project manager for CAL Voter. |It's

very, very necessary to get user input, okay.

--000- -
PROJECT MANAGER KAWANG: And that's all. The | ast
slide that we had, it was kind of a continuation -- kind of a

vi sual diagram of the proposed final format approach versus
the X 12 approach. That's for your information that we had.

| thank you very nuch for attending and taking tine
out of your day.

Thank you.
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(Thereupon the SB 49 Public Hearing concl uded
at 11:45 a.m)
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CERTI FI CATE OF REPORTER

I, JAMES F. PETERS, a Certified Shorthand Reporter
of the State of California, and Regi stered Professional
Reporter, do hereby certify:

That | am a disinterested person herein; that the
foregoi ng Secretary of State SB 49 Public Hearing was
reported in shorthand by nme, Janes F. Peters, a Certified
Short hand Reporter of the State of California, and thereafter
transcribed into typewiting.

| further certify that I amnot of counsel or
attorney for any of the parties to said hearing nor in any
way interested in the outcone of said hearing.

I N WTNESS WHERECF, | have hereunto set ny hand
this 21st day of My, 1999.

JAMES F. PETERS, CSR, RPR
Certified Shorthand Reporter
Li cense No. 10063
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