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so. It ls proposed whebher the Board dlscuss certaln matters

relatlng to the appropriatlons and authorlzatlons leglslatlon

ln Executlve Sesslon.

Those ¡1111 also be the subJect of publlc dlscuss

thl.s afternoon'

Dolbaveamotlon?

¡4R. KtIIAK: So moved.

I¡[R. OffiIQUE: Iü ls not antlc1pated tr¡at any act

rr11Ì be taken?

MR.cR.AltroN:No'noaetlonwlllbetakendurlng

the ;dlscueslon'

![R. THURI{AN: Seeonded.

Ìm. CRA!4TON: Mr. Ktrtak has nOved and [tr. Thtg'çen

has aeconded that an Executlve Sesslon be hetd for thls

purpose.

All those ln favor, Please say âYe'

(Ayes. )

e{R. CRAMTON: Those opposed, please say no'

(No response. )

MR CRAI4ION: The record should reflect that a

two-Èt¡lrds vote 1s requlrect bi the bylaws and was obbelned

for holdlng the Executlve Sesslon'

volcEFR@ITHEAIIDIEN0E:IarnJustrcnderlng

abouttheproprletyofallowlngthedlscuselonofappropnlat

lons l.n the Executlve Sesslon?

13r
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CRAMION: That was what f consulted wlth tt¡e'"-
Gel¡eral Counsel on and we declded that 1t 1s approprlate.

, i.À-

Vòfce FRoM tHg lUorENcE: r am not asklng wtether

you are golng to or not --
ÞIR. CRAMTON: Let me lnform you that those of you

who'aie Jolnlng ue fon Lr¡nch prlor to the Exeeutlve SesElon

ühst we Trlll meet all ütgether for !¡nch and then the Boa¡t-

tflI contlnue ln E¡oeuÈlve SeÞ.slon.

It l-s up'oiá tñe second floor and I w111 shovr you ''

how Ëo get there.

Tle wlll now adJ ourn for luneh.

(tthereupon,

Ir¡neh recess was taken. )

![R

2

3

4

5

6

7

E

Ð

r0

u

t2

l3

lf

ló

t6

L7

TE

l9

20

2L

22

2,3

24

25



133

AFTERNOON SESSTON

2:4J p.n.

MR. CRAFIION: Please take your seats, ladles and

gentlemen.

Ît[R. KUTAK: ]¡fr. Chalrnan, at the tlrne --

lvIR. CRAMTON: Just a ngrcent, pleaeer Bob.

Sorry to keep you all ¡raltlng, but the Boar"al bt'd

a very ueeful diactrEslon Ll¡nited Éo the uatters €Peclfted.

It wae a discuselon of approprlatlons and ertenglon legle-

latlon th¿t uas before the Congrees durlng the Sprlng.

No actlon was taken srd ühe sane natterE vtll Þe

the subJect of pub1lc dlscusslon Ëhla aftcrlpon.

LIe now go beck to the repo:rt.on the Cosnnlttøe

of Regulatlons. f resognlze Bob Kutak-

MR. KÜTAK: Ptr. Chalruan, when we adJournedr èr

reeessed, as I should say, we were at regUlatlon 1621'

the regulatlon relatlng to cllenË grlevanee procedureg.

Rather lendlng some unusual support to an å"u"-
Ívatlonl Mr. Ortlque made earller about keeplng our mlnds

open and frequently revlewlng or reconslderlng what we do

by way of reggtatlon and draftlng, we brlng to your attenf-

lon at thls tlme the reguLatlon 1n a rather unusual forn,

namely ln the alternatlve form.

the reason for that ls qulte slmp1e. Whlle our

Com¡ulttee dld Eeet and did have a quorurn at the meetlngr



(,

3

{

5

b

7

8

I

r0

n

12

l3

l{

t5

t6

I?

l8

l9

2{)

2T

')o

23

2,1

25

r34

vre customarlry l1ke to have all- three members have thelr

not only contlnual, but complete lnput lnto any declslon

that we make.

One of our members was unable to be at that meet-

lng. We were unable to get together by an lnformal confere

and vlslt afterwards.

Therefore, rather than come to you wlth a speclflc

draft ln a speclflc form, we have glven 1t to you ln an

alternatlve form.

But they are so slmllar ae to easlly polnt out the

dlfferences and then te11 you whlch way the Conmlttee would

Iean.

MR. CRAIIfION: Ilr. Kutak¡ EâV I lnterrup you for a

moment to say that I should have added before the reeord

state that Dlreetor Glee Smlth has arrlved from Kansas and

vre are dellghted that you are able to make lt, Glee

MR. SMITH: Thank you very much.

MR . CRAIvITON: Excuse me, Bob .

Mn. KUTAK: Thank you. Thls regulatlon 1s an un-

eompllcated one. It ls slmply 1n the nature of a notlflcat-

l-on of any cl1ent of any reclplent to know what he ought to

do 1n the event t,hat he ls unhappy wlth the k1nr1 of 1egal.

servlces that are belng rendered.

The flrst draft or draft I of the flrst atternatl

ls very simllar to the second, exeept that lt actualLy does

e

d
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speÌL out 1n detall exactly what the procedu¡e ls.

The second alternttlve, whlch ls Draft No. 2, whlc

parenthetlcalLy 1s the one whleh we would reeomnend n does

not dletate the exact procedure, but llke the other regulat-

lons that we have had 1n the past, spells otlt the requlre-

ments and leaves to the reclplent the reoponslblllÈy of

developlng the procedure.

Ae we look at lt, we reaIly have -- a.nd had we

had all Èhree üogether, we woul.d have come to you wlth

Ðraft 2 rather than Draft 1.

The substance ls the game. The dlfference lo the

flret draft Ìltera}ly doee lay out the blueprlnt and the

seeond one provLd.es tbat a blue prlnt sha}I be eetabllshed '
but 1t shåIl eontaln Èhese cerËaln fngredients or component

Èo compl.y wlth thLs regulatlon.

That latter form ls the tradltl0nal form that we

have taken.

As you ean see by look1ng, lt ls a rather slnple

one and 1t merely requlres that the c]lent be lnformed of

the opportr¡nlty to reglster a complalnb tf he or she does

not feel thai hls or her actlons have been responslbly

resolved or at leaet responslbly handled by hls or her

Iawyer.

It glves that bu1lt in assurance that they are

rã Rot foreelosed. You nlght ask, as I dld, "why should we ha
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such a regulatlon? Is 7t not rather odd that when a cLlent

eomes to aee a lawyer that the first thing you telI him ls

that c'f you are unhappy wlth our senvlces, here 1s how you

can complaln?rr.

Thls 1s not what you do ln a normal law offlce.

The reply to ne !{as -- ànd lt 1s lmportant because lt ls the

rlght one -- obvlously where cllents are paylng for thelr

legaJ. servlces, lf they do not Ilke thelr legal servlces,

they ean put thelr hat back on and say, [Thank you very

much.rr and go aeross the street to another lawyer.

The ellent 1n our pub1lc law seetor frequently

and, 1n fact, most generally does not have that alternatlve.

The legal servlces offlce ls hls only lawyer and

therefore the legal servlces offlce must have that double

concern, not only to dellver legal servlces, but to be

very practlcally eonsclous of and coneerned about grlevances

that rnay be legltlmately expressed about them.

Therefore, Mr. Chalrman, as you see tE ls a short

regulatlon, but a sound one.

If I may be so presumptuous, I would move rafher

than the Commlttee f would move that we adopt Regulatlon

]-62L ln the second alternatlve vls-a-vls the flrst al,ter-

natlve and that regulatlon would be pubfi-shed for comment

and the opportunlty to recelve any further comment upon 1t.

If there ls no comment that requires any substantl e



I

2

3

1

ô

6

7

I

I

r0

u

¡t

ts

¡a

t6

¡6

t?

IE

tÐ

æ

2l

22

B

u

6 can make lt clearer.

137

change, I move that you deì.egate to your Corunlttee the

executlve authorlty to then publlsh 1n flnal fonn for adoptl

after 30 dayE.

l4R. ÎI{URMAì,I: Ivlr. Kutak, does not Draft ). requlre

a deelslon by the Dlrector ln srltlng and ühat ls not ln

Nu¡¡ber 2.

It seems to ne a two-step thlng, whereas ln $tep

2 you go rlght to the CIrlevance Comlttee.

MR. KUÎAK: No. WhaÈ you desetlbe as Step I eouLd

be envlgloned ln Èhc bl.ankct autlrorlty 1n 1621.3(a) of

Drafü WrãÐÞeF 2.

It sa3rs, gou ahall estebllEh procedutes for lnter-

pneö1ne valfdlty. That uay lnclude the DlreeÈor naklng a.

ðectslon or he may have an advlsory Boa¡d or there may be

some other method.

IbfS. DANIEL: We eouLd later redraft Sub-eection

3 -- 162f.3 of Draft Number 2 to take lnto aeeount Mr.

Thurmants obJeetlons so that we could say the opportunlty

for conplalnt appear before the Grle\raRce Conunlttee establls

ed by the governlng body, lf staff attempts Èo resoLve lt

are unsuecessful or somethlng Ilke that.

Im.. TIIURI{AI{: Yes¡ Vou are requlred to do thât

ln Draft No. 1.

MS. DANIEL: Thal was the fntentlon and I thlnk
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MR. THURMAN: Look under (c). You are talklng

about th1s. He has to do 1t and then he has to make a

statement ln r.rrlting and lf you do not I1ke that, you go

to the Comrnlttee, whereas the other does not refer to tt.

I!ß. KUTAK: Just 1n the general Bense of establl

ment. I have no proble'n, however, wlth that. I would

accept that.

MR. CRAAffiON: Is there a second on that?

I4R. MOIÍIEJANO: Seconded.

!m. CRAITIITON: Ie there any dlscusslon?

MR. ORTIQUE: Dtd you hold hearlngs on thls?

MR. KUTAK: Yes. By the way, when lt cane out,

I hope t,hat we algo can plck up the typographlcal emor ln

the second I1ne.

IvlR. THURMAN: ft 1s ln both of thern, so that 1s

the way I thought you spelled 1t.

I'¡[R. KUTAK: At least we are eonslstent.

MR CRAMTON: Are you prepared for the questlon?

(trlo response. )

MR, CRAI4ION: The motlon 1s for the adoptlon --

the adoptlon of, the motlon ca1ls for publlcatlon and comment

of the C1lent Grlevance Procedure, Draft Nunber 2 regulatlon

A1l those ln favor, please say aye.

(eyes. )

MR. CRA,MTON: Those oPPosed?

138
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(No response. )

MR. THU|rI4,{N:' Wlth tlre amendment?

MR. cÈAMTûl{: rt has been adopted by unanlmous'

volee vote as amended. It w111 be put out fOr notlee and

comnent and wlll come back to the Board --

!m'.KUTAK:My¡aotlonlsthatlntheeventthat

there ÌÍ84 no gubstantlve --

M.B. CRAIfTON: F1ne.

MR. KtItAK: unless there ls any substantlve coruen'

that would requlre any uraJor eotnent¡ rhleh requlre substan-

tlve ehange, then we would have the executlve authorl'ty to

publlsh lt.

MR. CRAS{TON: OkaY.

t'{R.KI,TAK:I[r.chalrman,thethlrdofthethree

regulaÈlone ls the longest and perhaps the most sensltlve

and I reserve that tn contemplatlon of the Board belng

together rlth llr. Smlth belng here to Joln us'

l{R.\IEENEY:Mr-Chalrman,mâJllhavethefloor

foranonent?Myund'erstandlnglsthatyouhavenowgot

the authorlty oh the com¡nlttee to publlsh 1n f1nal form

af,ter b¡lnglpgtb back to the Con¡nLttee'

MR..CRAMTON: 'After notlce and eon'ment, the

cornmlbtee wlll cohslder the eom¡nents lf they ralse no

substantlal 4ueetlons. rhey have the auttrorlty to go ahead

and pubtrlsh in flnal form'
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MR. VEENEY: May I make a eomment? f'recognlze

the fact that you have taken a vote and I do not want to

take a great deal of your tlme slnce you have other lmportan

¡natters.

But had I known thls was golng to be not brought

back before thls full body, I certalnly fiould have eommente

upon the dlfferences between Draft No. 1 and 2.

I wguld nake the comment to you that by your aetlo

ln ter"ms of approvlng Draft No. 2, what you haredone ls to

set ln motlon the posslbfllty of 250 some odd dlfferent

processes and procedures for hearLng cl1ent grlevanees.

T thlnk that. ls golng to be adnlnlstratlvely un-

workable and a nlghtmare for the cllents tlylng to negotlate

wlth these systems and wlll dlffen ln every ease.

You had a very slmple opportunlty to lay out a

stralght for¡rard and clear set of lnstructlons to prognama

on how to do I'xn klnds of thlngs.

You could do that by regulatlon and do so all the

t1me. Why you backed off 1n thls lnstance ls bgyond me.

I arn sorry to have made my conments at an lnappropnlate

moment, but I would hope that the Cornmltteè, 1n'faet, ln

deeldlng whether 1t wll-l make the alternatlve, would have

some lnstrucä\.on or sentlment from trre måm¡ers of the Board

as well as the members of the publlc.

MR. CRAMTON: I assume that tnËse comments would



I

2

3

{

5

6

7

I

I

l0

ll

Y2

18

II

r5

l6

l7

r0

r0

ã)

8l

u¿,

a

u

6

141

be consldered by the Oo¡nmlttee.

In the absenee of a motlon to reconslder, I thlnk

thab these conunents are out of order ancl you ean 8;o ahead.

IvlR. VEBI{EY: TFre problem ls that I made the eominent

to the Conm1ttee prevlously,

MR. KUIAK: Yes, we l¡ave heard thaù lnput. Bernte

was tl¡ere when we were dlscusslng the alternatlves.

MR. CRAItTON: You nay pnoceed.

ñfR. KTITAK: Very weII. Movlng to f606, whleh 1e

procedtpcs governlng appllcatlon for and denlal of refundlng.

I asked that the Board Look very carefully at the

poll.cy statement or the tntroductory etatement that pPece

the draft regulaülon for ft ralges sone very substantlve

questlons and foeueed on those lseues qulte conplet'ely.

The flrst questlon 1s that the grounds for denfal

of refwrdlng -- and rhfLe there ls nothlng ln the Act that

requlres the Corporatlon to lssue a regulatlon that states

all the grotrnds and crlterla that may be appIled, the

cormlttee decLded that lt would be deslrable to do so.

As you ean see 1n Sectlon 160b.4, the grounds are

set up.

The next sensltlve lssue was one of the presldlng

off,lcer. ShouLd lt be 1n all tnstances and lndependent

tnûlvlduals or could tt be ln many lnstances an offleer of

the Corporatr.on?
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Ae the memorandum dlseussed, there ean realIy be

no rea1ly serlous questlon ralsed about the proprlety or

lndeed the vaIldlty of deslgnatlng a Corponatlon offlclal

to preslde at the hearlng.

That alternatlve ls elected wlth the dlseretlon5
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to choose a,n lndependent outslde person

approprlate.

The thlrd questlon ls what we

vernacular I'the burden of proof lssuer',

1t 1n the regulaülon as the obllgatlons

Lsgue.

lf lt 1g deemed

vrould caII ln the

although we deserl

of the Corpõratlon

Ae you can see the draft -- and I wish all of you

had been there to have a short refresher courge on the law

of evldenee at the tlme we got lnto thls -- as you can see

by readlng regu).at1on 1606.11, the regulatlon lmposes upon

the Corporatlon the obllgatlon of provlng by a preponderanc

of the evldence any dlsputed faet relled upon as a ground

for denylng of fundlng and on lssues of polley, the

Corporatlon has the ob1lgatlon of showlng there ls a sub-

stanflal basls for denylng the appllcatlon for refundlng.

If anyone ln thls room wants to go 1n and get

the argument of what 1s the dlffèrence between the obllgat

and the bunden of golng forward, I would defer to Roger

Cramton.

In the event qulte serlously, the thrust was

14
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errata sheet or addendum, whlch follows the semlcolon.

Because there 1s such compS-exlty and senstltlvlty,

I want to assure the Boarcl of the elaborateness of our

dlscusslon and the thoroughness of the testlmony glven to

üs, alt of whlch was asslmllated by Allee and perhaps Allee

would l1ke to make any ad.dltlons or as Breger would say,

any emendatlons to my remarks.

MS. DANfEL: No, unless there are any questlons.

MR. KUTAK: Very we1I, then, MF. Presldent, f woul

move that -- and Bernle, Vou llsten, I would move the adopt-

lon of thls regulatlon for publle comment and to have the

executlve authorlty to publlsh 1n flnal form ln the event

that we recelve no substantlve comments that requlre any

change.

I{R" ORTfQUE: I thlnk this ought to come back to

the Board.

MR. KUTAK: I^Ihy not have that part wlthdrawn?

MR, ORTIQUE: Olray, publlsli 1t. I have no problem

wlth that. I Just thought f was movlng thlngs along.

It ls too much to take at thls tlme.

rvfR. KUTAK: Okay. I move for lt to be publlshed

for comment.

MR. MOMIEJANO: f second 1t, It should be noted

there was some substantlal discusslon as to whether or not

there should be an lndependent pr"esldlng offlcer outslde
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the Corporatlon on all cases.

As f understand ttre propoged d¡:aft, lt leaves that

dlscretton to the Etafei but tfi fs really on a trtal bagls.'

ft can be looked at to see bow, i.n fact, Lt turns out.

Down the road, we u111 s¡ahe a ûetermlnatlon and

decLston Ae to ¡rhçüber to l¿e,ve an out¡Îêe hearlng offleen

on all ceaes or no_t.

!m. fiIITAË: That ¡rÊt ln üþene, Þrrt rre Ief,t lt thåt

iü n¡as golng Èq be þubllehed ln thle forø and re woulü e¿e

*h¿t lt sot¡14.tle .

![R."ElIRLfeH: As f reeat! Ëhe û1àeusslon of ühe

outctde ltcanl¡E^off,leer' nei!€ a dlcl¡oÈony Þetween thoee
,(.

cases ln uhleh there paa a'factual lsgue about elther vlo1at

of law or gtatute, or quallty of se¡rolee.

On Èhoge lsEues where there was a eubstentlaL t
of sentlment that we ought to at leasü try at some polnt

for an outslde hearlng offlcer -- those are dlfferent klnds

of cases than you would have when you have the lmplementaülo

of a polley provlslon ln the Act and eo forth, whlch 1s not

of the sa&e eharacter as tfroEe lssueg.

MR. CRAIVITON: llr. Kutak?

MR. KIJTAK: Any further g$eatfone?

IìfR. STOPTEL: llhat la the provlslon? Ae f under-

stand lt, t,his comes up when you hare an appllcatÍon for
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refunding. What happens 1f there ls perhaps even a testlng

of a pollcy on statutorY Provlslon?

Do you have to walt untll the next fundlng eyele

that comes around before anythlng ls done ln regard to thls '
or 1s there anY lmmedlacY of actlon?

Let us suppose they are on a calenda¡p basls and

there 1s a vlolatlon 1n January.

MS. DANIEL: The Act provldes that the Corporatlon

mey suspend for 30 days wlthout a hearlng or termlnate after

fult procedures, a grant ln mld-stream for eubstantlal v1o-

latlon.

Sinee that prävlslon requires the procedurea wirich

are the sarne as the denla1 for refundlng, we thought that we

would flrst get agneement as to what lt ¡rould look ]lke.

once we had thls one ln place, we !.tould then move

MR. STOPIÍBL: I see.

Nm. CRAIITON: Is there further dlscusslon on the

motlon?

MR. THURMAN: I take lt, Bob, that there 1s no

other regulatlon that pertalns to appllcatlons for refundlng

except thls one very brlef reference ln here?

Thls ls the only place you flnd anythlng 1n the

negulatlons on aPPIlcatlons?

MR. KUIIAK: Yes .
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MR. THURMAN: Otheru1se the whole buslness ls

for turnlng down?

MR. KUTAK: Yes.

MS. DANIEL: f thlnk t'hat Charles Jonesr staff

has lssuêd lnstruetlons to programs deallng wlth the detalls

for applf-eatlons for refundlng and as done as through

regulatlons.

!{R. ÎHUR}ÍAN: Should Èhere be any referenee to

thaË fact here?

mS. DANIEL: l{ell --

VOICE FROM fHE AIIDIENCE: ltre cannot hear.

¡vfs. DANTBL: ît¡c questlon wee rvhether the regulat

should deal ln any greaÈer detaÍl about the appllcatlons for

refundlng.

ÏIhat 1s Etrys ls that the ap$'catlon ehaLl be

flled formally wlth d,lrecttone that may from tlme to tlme

be lssued bY the CorPoratf-on.

oneofthereasonsthatwearenotputtlngltln

the regulatlon ls tl'¡¿t,.¡re are stll1 learnlng what we thlnk

our applfcatlens should lnelude.

MR.TI{URMAN:Thatllttleeeetlonlsfarmore

lmporÈa¡t to most people than all the rest of thls buefness

-- nrherv you get turned dosn.

MIl. DANIEL: Yes, and we bope thls can be ueed'

very gelüom.
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!lR. CRAMTON: I can testlfy that the Commlttee has

glven very careful conslderatlon to thls proeedural frame-

work by at least four separate meetlngs and has gone through

a serles of drafts and approved thenr

It nay stllI have a way to go. That 1s what the

subsequent notlce and comment provlslons are for.

MR. KUTAK: As the conmentary lndleates, Ìre reeelv

a plethora of substantlve comnents. There ltas no dearth of

lnput.

lUR. ÍHURMAN: WouÌd ft be of any help to youn

commlttee for us at the present tlme to express our vfews

on the outslde lndlvldual versus the 1ns1de lndlvldual?

0r, do you want to PostPone that?

MR. CRAI,ITON: Now ls your best opportunlty to do

so. The br,¡rden of proof and the presldlng offlcer and so

on. I say thls because although you can always do so when

lt comes back to the Board, the longer the Committee talks

ln terms of thls partlcular proeedural framework, the more

It rnay feel locked lnto lt unless lt 1s outvoted.

lrlould you say thls ls thc best opportunlty?

I![R. KUTAK: Ye s .

MR. ORTIQUE: T have no groblem tuhether we talk

about 1t now or later, but I certafnly do not feel locked

lnto thls one.

Thatlswhylmadetheeormtentthatldld.Ithln
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f have got to have some opportunlty to s1t dovrn and dlgest

thle.

f dd not know when thr staff thlnks we got these

books, but Elne arrlved on Tuesday of thls past week.

fvIR. KUTAK: Surely you dr.opped everythlng when you

I stlil tuve to make a l1v1ng.

AÌ.lce, do you lra,ve some eowaent?

Un]lke the earlLer reguÌatlon Èhat

re dealt wl.th, whleh uas qulte sl.nple, thls does have a

lot of pollcy conelderatlono thet the Comnlttee has

at great length and a n¡¡nber of teehnleal thfngs Èhat r*e

have consldered.

I eertal.rùy would be verjr happy to amswer queetlon

that any Board member may have, not only here, but afÈen

golng home and looklng ilt lt agaln.

Please feel free to eall on me.

MR. KIJTAK: Not Èo extend tÞat thought, but -- of

pollcy conslderatlons -- but we really trled to not only

keep thlnge falr, but to keep thlngs slmple. My goodness,

ïre eertalnly dld not want lt ls ctrear what the ad

contenplates and that ls the presumptlon of refunding.

!m. ORTISTjE: Irlhen f lool< at 1606.17, and f 1ook

at the program that ls belng denled refundlngn and you say

that you w111 dectrde whether you can relmburse them or not,
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then I do not know -- f do not thlnk that ls very falr to

fhe program,

Certalnly lf they w1n thelr case they have an

absolute rlght to be relmbursed and even when they lose, I

have some thoughts that they ought to have the rlght to

have relmbursement.

What other opportunltles are they golng to have

to fund the deveÌopment of a proper d.efense?

You have got thelr -- ¡ue1L, I do not want to uge

the term. You have a strangle hotd on then when yoU have

thelr money.

MR. KUIAK: The posture of the regulatlon now ls

that lt wfll be publlshed for comment. We w111 schedule

another neetlng of our negulatlons comnlttee on thls matter

before lt eomes before the Board.

What I would llke on that, Allce, ls that -- I

want to make more than a mental note -- but I want to toueh

base wlth Revlus and perhaps he can be at the meetlng.

IVIR. CRAMION: The Conrnlttde consldered that ln

Some deta1l and contrary to Mr. Ortlquers vlew, the commltte

reached the concluslon that slnce the regulatlon authonlaes

the use of program funds for the defense, the questlon 1s

really rather whether the money ought to come out of other

Iegal servlcesr Poekets.

They sald yes they can' but we ought to glve them

ú¡,
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an lneenÈlve to economlze ln terms of Lltlgatlon.

No1 that ls a poI1ey, but lt seems to me to be a

sound one. The questlon ls, should lt be changed?

MR. ORTIQÜE: As I Eald, I want to look at lt.

!fR. KllltAfr: Very well. Te w111 let you know when

the neetlng ls.

ltR. CRAITÍION: Ebe date ls gettfng Ìate, horeveF,

Bevlus, and you have got aene proþtens rlth soræ of the¡e

provlslons.

If you do eor yoll h¿d þetter leù them be Mwn.

![R. KUTAK: We r1].1 glvb hl-E tfße and anyone 01ce"

ln the roon also.

MR. Tl{URmA$: I ha,ve etudled thlç ühoroughly betrcr

Denver and Ke¡s Orleens. I would llke to go on reeord aÉ

agreelng wlth the Comlüüee wlth .4 1n settlng forth the

speclfle grounds for denlal of ref,urldlng.

Then under (c) anO (d) thene, puttlng the burden

of proof on Èhe Corporatlon makes good aense.

MR. CRAMTON: Allce has Just changed 1t back.

MS. DANIEL; No, no. In (e) and (d), the burden

le en the Gorporatlon.

Flrst of all, the Corporatlon has the burden ln

all'caseg. ftre only ehange that we made was that ln orqder

to avold dlsputes or questlons ln each hearlng as to what

ls a facLuaL hearlng and what 1s something else, that Ëhe
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changê we have made between the meetlng and here is bo state

that there would be a requlrement of proof by 'lrer)oll(lel'anee

of the evldenee where there ls a charge that a prÛgl3ain has

vlol-ated the fict, or regulatlons or fallecì to malntaln stand-

ards of qualltY.

Therewecaneasllyldentlfywhatthefactualquest

lons are. tde SAy that the corporatlon has the burden of

provJ-ng thelr exlstence by a preponclerance of the evidence'

onallotherlssues,theCorporatlonstlllhas

the burden, but there b¡e have put lt ln terms of the appllca

lon of estabrlshfrg the substantlal basls for denylng refund-

1ng.

Sothlslsaslgnlfleantchangefromthetemporary

regrilatlon, whlch placed the burden on the programs ln all

cases to show that it was not arbltrary or caprlclous'

l4R. TIIURMAN: Thls letter polnt that you make ls

a llttle dlf f lcul-t for evldence ' I do not knor'r that Ï ean

come up vrì-th anythlng better on lt'

MR. KUTAK: That was Rogerfs aetlon'

I'4iì. TIIURMAN: It musb be all rlghb' then'

MS. DANIEL: 'vle thought the need to deaL rvlth

realltyofpollcyanddlscretlonlssuesVlascrltlcal.

t{R. Ti{URMAN: And then the other pol.nt v¡hlch 1s

I
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r53
f llke what you have done here. I am referrlng

MR. CR"APIfON: Is there further dlecusslon on the

proposed reguLaÈlon?

(tü responge. )

Dß. CR.Am$ûW:i .Very well.

¡tn, tsROÌlGE[OW¡ As I r¡fidÊtstand Ëhe motl'on as

þave lt.rpwr lE üe Þr!.49 lt beqÈ'befqre tlp Board.

, cRi.mToN; Fhat le'correet.

uç

ffi: KtnFAK:

lt at anqûh;r regul lon eomt.tËcs aeêÈfng before re b¡rlt8

, ffi. ÇRAf[fOE¡ If the¡e ls no fwther dlsousslæ,
:rall tho*e ln f,lçor'af ùhe adopÈi.on of the publfeatfos for

noÈleç ai¡¿ eormÞnt of thte p""p"*"d regulatlo,n, please aey

ajre.

(Ayee. )

¡rtR. CRAMTON: Those qpposed, please say no?
j'.

(ñô response. )

MR. CRAIfiFON:'"The regulaÈlon fs unanlmously

for publ1eatlon for notÍee and eomment.

![R. KUIAK: Agaln, $frF. Clrai.rman, I would noË ].1!c6

Èo elose ouü æy sectlon of tl¡1s agenda wlthout really

expresslng thanks to Èhe amlcus eur![ae. ae rell as to ny

A'
Ehat w111, Sþ ttråt we rlll, ealendn¡
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Your letters and call-s are noü slmply mechanlcally

processed. We look at them. I trope that the end product

w111 reflect our best .Judgement.

Thank you.

lfR. CRAIITON: That completes the report of the

Commlttee on Regulatlons.

hle now go to the Commlttee on Approprlatlons and

Audlt. I recognlze Mr. Stophel.

MR. STOPHBL: Thank you, Mr. Chalrman. Those

Items on the agenda rel-atlve to the Approprlatlons and

Audit Committee refer to the reclpt of the audlt by Prlce

Waterhouse and Company.

I belleve that each Board member recelved a copy

of the oplnlon through the na1ls and lt was what we call

a clean opfnlon.

The Conrnlttee, at 1ts meetlng on December Ll, had

a representatlve of the audltlng company present. Thelr

comments concernlng our staff and the procedures establlshed

and the actlvlties ln the accountlng sectlon were all

favorable.

They were very compllmentary of our comptrollerts

offlee and the others who work wlth hlm ln th1s.

As you have heard thls mornlng from our reglonal

staff, they are also lmpressed w1Èh the comptroller's effort

ln establlshlng good management procedures even ln our
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prograras. lJe hope thls can be contlnued as a par"t of the

comptrollerrs offlce

As a report on the status of lnvestments -- you

w1L1 flnd a brlef report concernlng the lnvestments status

and the lnvestnent of funds at L2/3I/76.

You ¡slLl flnd the avafl-ablllty of funds and tne

amount of earnlngs through Decenber 31, 1976. llhe total

1-nterest earned as of that date ras $1r3¡{51000.

You notlce also that we are staylng aLnost e¡elusl

vely ¡rlth Treasury B1]1s, which ¡cas the deelslon of th1s

Board.

tJe have authorlty to move to up to 10 percenÈ of

our fi¡nds Lnto eertafn other categorles, but a very Il¡alted

a¡dount has been moved lnto thât category.

Tou w1ll notlce that the proJeetlon there at the

botton r- when we began the year we estlmated perhaps

$It,2oo,ooo ln earnlngs.

Thls estl¡nate bhat you shalÌ see here on thls ls

¡rrobably hlgh because our expendlturee durlng the ftrst part

of thls year have þden'ät a slov¡er FÐce than antlclpated, -*

but that paee w111 bè. aeeelerated as e,.ir êxpânslon funds

ape sent out and bhe programs recelvlng those funds recelve

trc months. So that ls a large cash draln. That wll-1

deenease our return on lnvestments.

So, probably a good estlnate at thls tlme wllÌ be



Ð

3

1n the range of $4.4 mllLlon ln lnvestment earnlngs for

thls year.

nm. ORTIQUB: Our pro€5rams are reeelvlng or wlIÌ

recelve thelr funds on a two-month basls?

MR. STOPHEL: Flrsü the cash flow -- as f undêrst

the cash flow procedure, they w111 recelve two months.r funds

when the grant 1s flrst made.

That glves them a 60 day flow and has helped. wlth

maklng sure they have the funds to spend.

MR. ORTfQUE: I certalnly do not wlsh to dlscourag

our effort along that llne. Thls mornlng I forgot to ment

-- or to make a co¡nment to the reglonal dlrectors as to

whether we have an lmprovement ln the manner 1n whlch they

reeelve thelr funds because I know fn the ol-d days thene

were several paydays that people Just did not get pald. f

thought that was a terrlble thlng.

People are worklng for starvatlon wages and they

are not gettlng those.

My eoncern, however, 1s thJ.s. Do we get the

report from our programs as to r^rhat thelr lnvestment pollcle

are?

I am thlnklng speclfleally about the large

whlch recelve a substantlal mount of money. Certalnly on

a one-month basls, 1t mlght flnd lt approprlate.

I would suspect up to thls polnt that no one has
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Looked lnto that or ¡ro program has made any efforts ln

bhose dlreellons.

IamsurethatltdoesrrottakeaSmartreglonal

dlrector or program dlrector to declde that the Corporatlon

can make $5 m1ll1on -- then eertalnly vre can make $tO,OO0'

$].0,000 ls $10,000 when you get down there to thet

local program.

!a.SToPHEL:ThelropportunltyforSuchlnvest-

ment 1s very nuch restrlcted because of our month-to-month

sendlng out of funds.

We begln by glvlng them two months ' but then we

glvelbona30daylncrement.sothelropportunltyfor

lnvestment ls verY llmlted'

ourCor¡mltteehasnotlooked}rtothatquest'lon.

t4R. EI{RLICH: We have dlseussed lt wlth the

reglonal dlrectors.

MR.KUTAK:Whyeoulrf--youknow'whenpuget

your cornputer cranl,¡ed up anrl lpur system worklng' vrhy could

you not pay out of a central funci and have all the money

rlght 1n Washlngton?

MRSTOPTIET:Bob,thatwasdlscussedsubstantlally

whenwedecldedwhetherwe}Ieregolngtolnvestfundsor

not.

If you ask the Proqrarns, they w111 tell You to

enllrelY and have
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themselves lnvest lt.

So the ldea of us 1n \^lashlngton lssulng all the

ehecks 1s not really a feaslble solutlon to the problem.

It le one that perhaps we ought not to dlscard

but 1t ts one whlch would cause a good amount of problems,

perhaps.

I thLnk that a person reeelvlng a paycheck would

pnefer to reeelve lt at the offlee rather than vùorry about

1t travellng through our current mafl systern frrcm üIashlngton

MR. CRAI{TON: Does that eomplete the status of the

lnvestments?

MR. STOPIIEL: Yes, unless someone has a questlon.

MR. MOIitrTEJANO: Thls questlon of Treasury B11Ig

has to be clarlfled. f understand there was a l0 pereent

leeway factor there and our lnvestment advlsor would plaee

the money and hopefully place Lt ln some mlnorlty lnstltut S

or speclfleally mlnorlty banks.

I thlnk we left lt at the polnt of our saylng that

we would look at the performance record and"track reco d

before we do anythlng else.

I would I1ke to see some advlce and aetual per-

formance wlth that 10 percent so that money goes lnto mlnorl

banks.

I reallze that a $2O,0OO or $40,000 lnvestment

may not seem I1ke a great deal of money to us here, and lt
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may seem ltke an admlnlstraLlve chore also ln l'Jashlngton'

but a $40r000 deposlt l-n a mlnorlty bank ean be conslderecl

substantlal.

IknowltwouldbelnourbanksoutlnCallfornla.

Iwouldllketohavethlsmatterbroughtbefore

the attentl0n of the lnvestment advtsor that lf there ls

lnterest on some part of the Boa¡d that sone of the money

be pLaeed ln mlnorlty lnstltutlong'

MR.SToPHEL:Therehasbeenthatdlseusslonat

the]-astneetfngoft.hg.Board.Idehqdarepresentatlveof

the lnvestment advlsory Sroup -- no, rather 1t was at the

November meet!-ng of the Cornmlttee '

Webroughttothelrattentlonthethoughtthaùlf

lt were d.eeued approprlate as a safe lnvestment wlthln our
I

10 percent gu1del1nes,'Inhleh baslcally ls Federally guaraf:

teed, or slmllar, thal he eonslder that'

The lnvestrnent advlsors are runnlng us a paraLLel

program of lnvestment whleh show what we could earn 1f we

released the restrlctlons -- not released' but reduced'

MR. BROUGHTON': Modlfled'

MR. STOPHEL: Yes, modlfled to permll a broader

range of lnvestments.

I/ÍR. ORTIQUB: I would llke to add to what Rudy

lslndlcatlng.Thatlsthatthebankclosesttomelndleat

tometb¿atltlsposslbletohavethesameEluaranteethat
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you have on the $1101000 on a $fOOr000 amount under some

speclal regulatlon. 
4

P1ease mentlon that because the same banker told

me that $40,000 -- they would not be lnterested 1n because

of what they would have to go through, but $fOOr000 they

mlght be lnterested ln.

MR. STOPHEL: Perhaps he could glvø us the beneflt

of ühe regulatlon that he ls ta1k1{B about. l,Ie are not

of any guarantee over $40r0110 fn cormterctal banklng.

MR. ORTfQUE: I w111 get a letten on thaü.

l[R. BROUGIÍTON: Dld you comnlttee go lnto all of

that ?

MR. ORTIQTIE: YES.

MR. KUTAK: Mr. Chalrman?

MR. CRAMTON: Mr. Kutak?

MR. KUTAK: l,Ihat would happen, G1enn, lf you moved

your 30 day money to a reglonal offlce or dlstrlct offlce

and lt was lnvested and lost?

Is the Corporatlon obllgated to send another sum?

MR. STOPHEL: None o.f, our funds go to a reglonal

offlce.

MR. KUTAK: TheY go tÞ a reclPient?

IUR. SÏ0PIIEL: A Program.

MR, KIITAK: And they do not pay lt out all at

once. They put 1t 1n the bank.



I

2

2

{

6

6

7

I

9

l0

ll

u¿

¡t

I'

t0

l6

l?

r6

t0

¿x)

2r

u
N3

u

6

r61
I,,tR. STOPHEL: Rlght .

!1R. KUTAI(: Do we tak e the precautlon Lhat rnoney

1s seeured? Suppose they put it lnto a bank --
MR. ORTIQUE the bank falte?

IqR. KUTAK: -- the bank falts.

!{R. DE LA, TORRE: ?hey have been lnstructed to
put the uoney 1n certiflcates of deposlts or treasury bllls.
rn arl of the semLnÊrs on a natlonwlde þas1s, charl-es Jonea

hae so lnetructed-

VOI6E FROM THE AUDIENCE: Rr¡¡r that by ne agaln,

I{R. STOPItrL: f w1Ll csmment on 1ü. The Comptro}tre

sald thåt the lnstruetlons to the programs provlde that they

are plaelng funde ln savÍngs aeeounta and eertlfleates of

deposlts, not exceedLng $40,000, so they are Federally

guaranteed, on fn U.S. Treasury 8111s, whleh are obllgatlons

of the U.S. Government, so that they are safe.

The questlon, of course, was i'ühether they were

safe. That, was the answer.

MR. CRAI¡ITON: f suggest aLso that we get the reeord

elear on what lt seems to me tirat the Board deelded. I

though the 10 percent leeway on lnvestments, whleh souc of

ua urere eoneerned about, í¡aE deslgned to lmprove the lncorne

but eonslstenÈ wlth safeÈy, and the preservatlon of tþe

funds.

l,,fR. STOP}ßL: That ls correct and we have been


