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PROCEEDINGS

MR. MENDEZ: Let the record reflect that we
have a guorum présent: Mr. Smegal, myself, LeaAnne Bernstein
and Paul Eaglin are present. When the other indiﬁiduals -
Ch, Hortensia is present as well. And when Mike appears,
we will enter his name on the record.

At this time I would like to heara motion to
approve the agenda.

MR. SMEGAL: §So moved.

MR. MENDEZ: Second?

Ms. BENAVIDEZ: I second it.

MR. MENDEZ: All in favor?

(Chorus of ayes.)

MR. MENDEZ: Opposed?

(No response.)

MR. MENDEZ: I turn your attention next to
the draft minutés and ask if there are any additions,
coxrrections, or amendments.

MR. EAGLIN: Mr. Chairman, I'd like to ask
for your recollection. Either'at this meeting, the meeting
of this committee last month, or the Board meeting, I
specified the types of information I wantedf Neither

set of minutes indicates the listing that I indicated.
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I do recall. though at the Board meeting and
first at your meeting you indicated that requests were
made. So I specified, as I recall, either at that meéting
or the Board meeting the next day. Then Clark Durant
asked me to get with Mr. Gessner and I did get with him.
So that was the way that I was to proceed in terms of
the information that I wanted. But I can't recall whether
it was the minutes of our committee or the Board meeting.

MR. MENDEZ: Paul, my recollection is I don't
recatl you doing it at either one.

MR. EAGLIN: I specified,‘fﬁr example, that
some of the information I wanted Wés monthly spending
rate for certain items, percentage inérease or decrease.

MS. BERNSTEIN: Could I just suggest that we
check the transcripts?

MR. MENDEZ: The record should reflect that
the transcript:for the Audit and AppropriationsiCommittee
was stolen from the.Court Reporter.

My recollectipn is that you did not.

"MR. EAGLIN: Okay.

MR. MENDEZ: Well, Paul, I'll tell you. I
assume that ydu'ré going to readdress this iésue later.

I would like to have it. We're going to be redrafting
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the provision on what all Mr. Gessner has to do and when
and the dates and that sort of thing. We sent that material
out to you. I want to make sure that youzsreview that,
but we're going to address that in October.

MR. DOUGHERTY: Mr. Uddo made some similar
requests which are recorded on page 17 of the Board minutes.

MR. MENDEZ: I recall Uddo doing it. I just
don't recall you doing it.

With the caveat that we have there, is there
any other addition or correction?

(No response.)

MR. MENDEZ: None appearing, the minutes will
stand approved as prepared.

Now I #nvite the committee's. attention to the
Audit and Accounting Guide Report. I would ask Mr. Nusbaum
to come forward, please.

MR. NUSBAUM: Thank you, Mr. Chairman.

Included in your committee book on page 7 is
a report on the status of the re?ised audit and accounting
guide. Also attached to the report is a chapﬁer by chapter
analysis of the public comments that were submitted in
responseito odr notice in the Federal Register as well

as the Audit Division's responses to how these comments
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will be addressed or why we considered no changes necessary
in response to a particular comment.

I would like to take a few minutes to.summafize
this report for you and then answer any questions. that
the committee may have.

As you are aware, the Audit Guide was circulated
to LSC recipients for a nine-day comment period. Notice
was. also placed in the Federal Register advising the -
general public that the Audit Guide had been revised

and that copies would be made available to all who requested

jone.

The official comment period expired on May
20th, 1985. As of that date, we had received a total
of 72 cmmmeﬁts. Only one additional comment has been
received since tﬁat date.

I would like to note that the comments that

were submitted for.thermost part raised important issues

which can and-will be addressed in finalizing the Audit
Guide.

$ince the close of the comment period, we have
made several_changes to the Audit Guide both in response
to. the comments and to incorporate new ideas such as

the use of a standardized reporting format for LSC files.
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Recent develoPments such as the changes to
the PAR.regulaﬁions and the decision to develop a new
regulation on guesticned costs are goipg to result in
additional changes to the:Audit Guide.

It is my intention to have a completed final
draft available to the committee by its October meeting.
Tﬁ'the revised draft is acceptable, I would recommend
that we publish it in the Register and note an‘effective
date at least by Januaxry 1lst, 1986. Our goal was to
have it effective by the beginning of the next grant
year.

I would.be happy to answer any questions.

MR. MENDEZ: If we publish it next -- Have

you taken into account almost aFl of the comments?

MR. NUSBaAUM: All of the comments that we received.

MR. MENDEZ: All right. I've read your summary.

Tom, do you'haﬁe.any questions?

MR. SMEGAL: No.

MR. MENDEZ: Paul?

MR. EAGLIN: Mr. Chairman, I would like to
make a comment. It's going to apply to today as well
as to tomorrow., I did ﬁot get a Board book for this

meeting. I Jjust picked it up when I walked in today.
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So I'm not prepared to ask any guestions as I have not
had an oppoftunity to go over this. I have received
very little mail since the .last meeting. I didn't geE
any of the materials.

MS. BERNSTEIN: Maybe your materials were sent
to me. I got two.

MR. EAGLIN: You got a double set?

MS. BERNSTEIN: I got two sets.

MR. EAGLIN: By the time I reaiized that I
did not have it -- I talked with Ms. Johnson last week
and realized I did not have it and the meeting was coming
up soon. She offered to sehd a set to me, but with what

I had to, I realized I wouldn't be able to deal with

it., 80 I declined the offer to send it right then because

even if she had sent it out I would not have been able
to deal with it over the:rlLabor Day holiday. So I'm not
prepared to ask any. questions now. I just wanted td
give that explanation now because it's going to obtain
for the rest of this meeting, too.
MR. MENDEZ: All right. 1'a just like to make:one
other thing clear with regard to page 9 of the Board
book in your memorandum. Under the grant aséurances,

now they have specifically included the Audit and Accounting
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should say Audit and Accounting Guide. My recollection

Guide as one of the enumerated sections. That is my
recollection. If they haven't, you're to do it.

MR. NUSBAUM: Well, one of the assurances,
not this particular one, does say that the recipient
will submit. an audit report.

MR. MENDEZ: Yes, but Grant Assurance No. 1,

I believe, for the next fiscal year, grant year, specifically

is that it's in there now for the next year.
MsS. FRANCIS: It's been in there for a couple
of years.
MR. MENDEZ: I want to make sure it stays in.
MS; BERNSTEIN: I have a question if I can.
This is a different committee's focus at this point,
but it certainly impacts on the Audit and Accounting
Guide. That's the setoff for guestioned cost regulations.
MR. MENDEZ: Welll get to that.
MS. BERNSTEIN: Then I11ll let you.
MR. MENDEZ: Go ahead, please.
MS{ BERNSfEIN: To what extent have you incorporat;s
the content of that concern? Obviously, if someone is
going to abide by our regulations #-

MR. MENDEZ: Well, what hets done under this
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action is to eliminate ft from-the:sAudit:cand Accounting
Guide.

MR. NUSBAUM: Right.

MR. MENDEZ: And rely on --

MR. NUSBAUM: Well, what welre doing is the
specific criteria for determining eligibility of costs
are going to become the subject of the new regulation
which will eliminate much of the need for what currently
is in chapter 4. What we're doing is redesigning chapter
4 to point out to the recipientis auditor what his respon-
siﬁilities are to identify and report questioned costs
to. us .the corporation. And there will also be reference
to the new regulation which is going to be 1630, I beiieve.
My memorandum says 1631. And it will be part of his
obligation as an auditor to become familiar with the
regulation and incorpdrate that into the scope of his
audit.

M$. BERNSTEIN: Okay, because I know that when
obviously that requlation hadn't even béenzbégun when

your Audit and AccOunting Guide went out. I guess one

~thing ~- we will be getting comments on the regulation.

So that comment process will cover what was --

MR. NUSBAUM: Right. What I'havé done is the
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10

majority of the comments, if not all, that I received

dealt with chapter 4 and various provisions of the eligibilit
of .questioned costs, et cetera. I have provided all i

of those to our General Counsel's 0Office to be coﬁsidered
when they're working'on the new regulation. But I'm

sure they will be repeated during the comments.

MR. MENDEZ: Are there any further questions
byithe Board?

{(No response.)

MR. MENDEZ: None occurring, thank you.

Next matﬁer is the National Support Survey
Report.

MR. OSTERHAGE: We will try and keep our comments
brief on this matter today. To speak with'you is Steve
Aronson, National and State Support Coordinator in the
Program Development Substantive Support Unit.

The survey has been.talked about and .discussed
in the past. What we have provided.in this Board book:
is a summafy 0of the information that we have collected
stafting last spring and which we‘céntinuéd to collect
throughout the summer in an effort to solicit from field
programs, those recipients of the benefits of the National

Support Centers, some attitudes, feelings, and cofiments,

Y
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some indicators of use, and some preferences as to the
way those recipients would like to see funds allocated
for National Support.

I would like to just ver& quickly in summary
fashion review some of the numbers. Ste#e-will reflect
upon the number of letters and various types of comments
we received.

Cne other comment I would like to make at the
beginning: There is an error on page 7Zof this report.
We have extra copies of that available today. There's
a reverse listipg; an incorrect listing.

MR. EAGLIN: What page is that in this book?

MR. OSTERHAGE: Page 29 in the book. 7 at
the top; 29 at tﬁe bottom. We have extra copies.

I want to state at‘the odtset{hhstwe have in

theintroduction of our report, that the purpose and the

motive for the survey was to obtain comments and perspectives

of field programs regarding National Support Ceﬁter utiliza-
tion. |

it was a voluntary survey. It was meant to
be a non-scientific -~ in the statistical sense, a non-
scientific gauge of the value oﬁ the National Support

Centers as reported by the field.
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The purpose of the survey was fairly straight-
forward. It was designed to gather information and percep-
tions about the use, value, and future allocation of )
funding for the support centers.

So often the Boa;d has been faced with issues
such as this and h;s had to make decisions in terms of
which direction to go and how to get there. We attempted
to solicit from the field some feelings, some attitudes,
some value preferences as to how they would allocate
funds. That was the purpose.

There were three basic questions in this survey:
How often did your organization submit any requests for
assistance in the last 12 months? We asked that for
each of the support centers.

The second question was: Would you estimate
the dollar value of those services for each of the support
centers?

And, finally, a purely preferential, a value
guestion asked of anyone chosing to respond: Assuming
a pot of 6.7 millionc¢dollars, how would you allocate
the resources? |

Programs were asked to respond to the surVey

by June 7th, 1985. By July 9th, 1985 - werexténded
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by partially or fully completing the survey.

- 90 programs responded to this question. We saw a range

| Law Center. The information is simply displayedtthere

13

the deadline a month -- a total of 167 prcgrams had respohded
in some format to the survey. 100 simply gave comments

in the form of a letter response and 67 programs respénded

To ensure that all parties had an opportunity
to respond, wé-continued to extend that gomment response
period. And during the week of July 10th through the
22nd, staff called 158 field programs that had not yet
responded to the survey encouraging them to complete
the resurvey and/or submit comments;

We have included a list of attachments in terms
of the first group of respondents and the latter group.
The information in terms of the numbers here and the
comments are a compilation.

For the first questién, how often did your

organization submit specific requests for assistance,

of response. 90 respondents indicated that use leveis
vary. For example, the average program had 1.1 requests
of the Indian Law Support Center as compared to the highest

average of 15.2 requests from the National Senior Citizens

in terms of the number responding. It's based on a
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response rate of 90 programs.

MR. MENDEZ: All right, Keith, I've got a question
for you. |

There have been a lot of complaints that this
was not a satisfactory method of doing matters. If we
want to find out the number of times that people request
information, if we wanted to find out the number of times
that the program is using informaticon from National Support
Centers,.can we develop a matrix, a plan, something similar
to this material on page 111 of our Board book and use
that as an addendum to the CSR data?

And this is to the next group that is preparing
materials on the refunding application, I want to have
a requi;ement'in there for certification that they must
respond to these guestions.

MR. SMEGAL: These three guestions?

MR. OSTERHAGE: No. To the materiali on page
111.

MR. MENDEZ: On page 111,

MR. OSTERHAGE: And this is a guestionnaire
you wish to haVe:completed by National and State Support
Centers?

MR. MENDEZ: Each state support center. A
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matrix somewhat similar to that.

MR. OSTERHAGE: This is an .elaboration.of a
survey. It's much more formalized to be a requiremeﬁf.
It would probably be more accurate and moreuusefiul.

To the extent that we identified an intent
to measure a request, we would probably need to accoﬁpany
it with -- This was a very clearadéfinition of what --

MR. MENDEZ: Define it. Get it all cleared
up. But I want to have thaﬁ in there. i want that data
back. And I want all of the programs to do it.

MR. OSTERHAGE: I'm inte:preting that as a
directiveArather thaﬁ a guestion.

| MR. MENDEZ: That is acdirective. And that's
to be in the contract assurances that they will do this.

MR. OSTERHAGE: For state support?

MR. MENDEZ: ©No. Every program.

MR. OSTERHAGE: For every program.

MR. MENDEZ: And the state.support, in their
application and assurances, that's to be there. And

in the national support contracts, that's to be in the

‘national support contracts, that they're going to answer

those.

Ms. FRANCIS: You're referring to all surveys
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as opposed to this specific one?

MR. MENDEZ: This specific type survey. And
then with regard to all surveys, I don't care about the
language on that, but they're to give good faith effort
to all surveys. But this specific survey, they are to
answer.

Do you understand?

MR, OSTERHAGE: Yes, sir.

MR. MENDEZ: <Yes, John?

MR, MOLA: Pepe, are you requiring this to
be done by basic field programs?

MR. MENDEZ: That's correct.

MR. MOLA: For what period of time because
this data is mnotiourrently kept?

MR. MENDEZ: That's going to be as part of

your contract for calendar year 1986. Uit oo

e 2MRJ SMEGAL::-That you keep track:of_information

that wouldienable you to fill out that at the end of
1986.

MR. MENDEZ: It will be quarterly in 1986.

MR. MOLA: Pepe, for example, just take consumer

law. In the course of a day: five people in my consumer

law center might consult a National Consumer Law Center
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law update or manual. Are they to keep hashmarks on

the number of times they made reference to those materials?

MR. MENDEZ: That's correct.

MR. MOLA: It's impossible.

MR. OSTERHAGE: Would you_like us to differentiate

or only make it requests which are actually written or
teleéhonic requests ﬁor specific assistanpe rather than
use of the materials?

MR. MENDEZ: You work it out. You come back
in a month and you tell me what it is. That's going
to be parf of it. That's going to be done next year
and that's going to be done on a quafterly basis.

Go ahead.

MR. OSTERHAGE: Question No. 2, the estimation
of the value of the services, was responded to by 49
programs.

Question No. 3, how would you alloéate the
upcoming funding, assuming a pot of 6.7 million, was
responded to by only 12. .The numbers are there for you

to see.

What we see here is out of all the field programs,

a long opportunity to respond, encouragement to respond,

there was an admitted difficulty in responding. To that
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extent, we also said we want your written comments or
how you feel abqut it. That's why they included the
comments.

Programs responding to the estimation of number
of requests decreased to 49 for those who estimated or
placed. a #alue on those requests and only 12 programs
expressed an opinion as to how they would allocate funding
presumably from their own perspective of where they would
like to see the money based on their own priority.

Once again, this material was gathered I think
just in terms of information gathering basé. The informa-
tion as.its:comerin:iis directing us to work out a plan
to gather in what would be a much more precise or much
more specific and much more rigorous approach. This
was an opinion gathering, information gathering type
of‘aﬁproach;

To that extent, the coordinator, Mr. Aronson,
can ‘discuss with you or review with you his summaries
of the géneral types of comments that we did receive
from various programs.

MR. ARQONSON: Thank you.

I did an extensive review of all responses

the programs had sent in. And I tried to qualify them
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or offer representative comments. Most of the comments
to each of the three guestions fell into groupings that
were easy for me to categori;e. I have selected here
various comments.

I will say this at the outset. As you can
well imagine, the comments, if'yoﬁ’ve seen the Board
book and I've put them in here, showed a great deal of
feeling of frustrétion, suspicion of LSC motives, agitation,
outright hostility if you will in some inétances, and
those people who felt that way were certaiﬁly expressihg
it: and allowed us an opportunity to know what was going
on.

However, we weren'tliconcerned about the frustré—
tions. We needed some information and we simply requested -
that they providé the information or any comments on
a Voluntary basis.

I tried to analyze and I will go tthugh this
for you starting on page 12. The analyéis on comments
given to how often did your organization submit specific

requests for assistance in the last 12 wmonths, I did

that they do not keep such records and that it would

be a burden to keep such records.
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In some instances we were told to go bhack to
the support centers themselves andrwhereupbn they keep
this éata. Well, being fairly new to this position -
Ilve only been in it two meonths -- I d4id go back to and
look at the semi-annual reports for all the centers and
the quarterly reports. I only found approximately six
national support centers that kept any information of
this kind.

Now insofar as talking about recommendations
at the end of this, but insofar as requiring that data,
I did note that six of those centers were.keeping that
informatién. Probably good management situation. But
the other remaining 11 did not.

So any of the field programs that indicated
that support centers kept this infbrmation certainly

weren't aware of what the support centers were doing

- uniformly.

Other comments to guestion number 1 indicating

that the methodology was primitive, simplistic, or misleading

were not helﬁful. I deemed those comments to be very
unhelpful because they didn't necessarily give us any
indication on how we could keep it from being-primitive,

simplistic, or misleading, but just litérally attacking
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the methodology. And once again I reiterate and we reiterate
it in our calls to the field. I did make over 100 calls

to the 158.field programs. that didn't resPond‘énd indicated
that this is a voluntary survey and, if you have any
comments, to please let us know because we want to know

what you do with the support centers. We need to £ind

this out.

There was some confusion about requests, what
constitutes requests for information. Was it voluﬁtary?

Is it a phone call? Is it a written request? Is it
picking.up.a-manuai supplied by a center? Is it the

use of a journal? What constitutes a request for aésistance?
There was a great deal of confusion uniformly shown by

the field as to whaﬁ a reguest was;

Some of the cther comments that I recéived
regarding why programs weren't responding was the shortness
Qf the original deadline. The letter went out originally.
Mr. Murphy sent it out on May 22nd calling for the June
7th deadline. As indicated earlier, as soon as I came

on board in this position, we did c¢all 158 programs and

extend the deadline time and time again. We did find

a lot of program directors on vacation, but we did indicate

to them or to someone on their staff to send their survey
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1 in and we would extend the deadline because we wanted

2 to hearifrom them. We wanted to know what they had to

3 say.
4 I would conclude from the analysis of this
5 first section -- I will not read these. They are here

6 as comments that I have chosen and they are here for

7 you to look at. But I will say this in summing up this

8 portion. Generally the comments offered in response

9 to this guestion did not adequately or suggest to the

10 extent oflthe field usage or utilization of the National

11; | Support Centers. We were not‘abie to get a full handle

12 on it.

13 The comments were not conclusive for us to

14 gét a full handle on it.

15 Does anybody have any questions on this particular
16| | question or the comments I have selected to appear hexre

17| | in the Board book?

18 {(No response.)

19 © MR. ARONSON: If not, I'll move on to question

20 number two. |

21 MR. MENDEZ : Pleése‘continue.

22 MR. SMEGAL: Well, I assume they are representative

23| | and, .as"you've.indicated, they all seem to be critical
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of the way the survey was structured.

MR. ARONSON: Yes, they were critical. At
the.end I do have a few comments of the nature that would
differ from those that indicate the ffustration with
the support centers.

Question number 2 regarding the estimated value
of services provided in response to your requests in
the last 12 months, we also have a mix of responses to
that.

The main concern that the field had is the
definition of doll;r value. Is dollar value replacement
cost, wh#t it would cost us to do in the field if we
didn't have to go to the support centers? Is cost in
essence what 1t cost the support center to provide the
information and assistance? There was some confusion
and Ehe responses indicated there was somerconfuéion
as to what dollar value meant.

" Several programs indicated that the time saved
by support centers inyolvéd innumerable hours too difficult
to measufe. Soﬁe program-respénses attempted to answer
the question-and also offered suggestions to LSC regarding,
once again, improper methodology.

I guess to sum up,the frustration of the field
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is indicated by the fact they said it was very difficult
or impossible to attach any value to the support centers
in terms of services provided.

However,. a- constant comment I got is the services
were invaluable,abut we were neﬁer told how invaluable
they were or why they were invaluable. One would think
that the centers are being used simply because they are
there.

We are concerned about what services would
be provided if the centers weren't there. I know they
are used because they are there.. That seems to be a
non sequitur that I came ﬁp with.

A review of these comments to this question.
did not offer to my satisfaction or my staff's satisfaction
any helpful suggestions to the extent of the value in
terms of dollars. We were not able to get a handle on
it.

Any comments on any of the comments contained
ﬁerein?

MR. SMEGAL: Yes. Did you look at the -- There's
a NORC study referred to in here.

MR. ARONSON: The NORC study?

MR. SMEGAL: Did you review that? Did you
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find any value in tﬁat?

MR. ARONSON: I reviewed the NORC study. I
must tell you that this is an ongoing process, tryiné-
to find out information about the field. Now the NORC

was only one study. We thought that there's a need to

get more information. And that's why this National Support

Survey was done.

We think all the information we could get about
national support is that much the better. There was
no attempt to invalidate NORC. It was not an attempt
to invalidate it.; It was an attempt just to gather more
information. I did find it somewhat helﬁful to ahswer
your question. |

MS. BERNSTEIN: You know, Tom, just for your
information because I was Wofking with the Corporation
when the NORC study was-commissioned. And the purpose
of the NORC study was a little bit different as 1 see
it from this which is just kind.of a cumulative how much
do you use the. suppert centers or what are your support
needs which is a much more open:endéd’:kind of gquestion.
And the suppor£ needs were tabulated and there was a
great deal of effort in méking thé questions —-- I noticed

one comment in here that one commentor in here had ==
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said the guestions were scientifically praised and the
whole ;tudy was designed so as to be as open ended and
objective as possible.

The interesting aspect about thatiistthat NORC
underwent a grea# deal of pressdre. This is the National
Human Resource Center in Chicago, the University of Chicago.
And they were subjected to incredible pressure from the
field including a letter writing campaign by the National
Legal Aide and Defender Association asking all the programs
either not to cooperate or make sure that they mentioned
all of these centers, when someone called.

In other words, I am personally not too confident
even though there was a great deal of-work put into it
by the Chicago National Human Resource Center as well
as the field representatives and the corporation staff
that worked on it in order to make it a scientific study.

I am not foo confident biuttwhat the resultg aren't skewed
in favor of ﬁhe sﬁpport centers because of the pressure
that was put on the field in order to answer questions

a certain way. |

HoweVer, the NORC study is, I think, useful
from another staﬁdpoint and I would agree with Steve

that's it's not -- You know, it's not -- We're talking
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about'appleé and:oranges here in terms of surveys. This
was like an opinion kind of survey rather than a survey
that —-- NORC was trying to base it on what are your needs
for support as a paralegal,.as auvstaff attorney, as a
program- director. And we were trying to quantify what
happens and whether or not some needs were being met
and others were not.

As I say, I'm not éure tb:owhat extent it succeeded
scientifically because of the efforts to skew it.

MR. SMEGAL: Leainne, do you have more confidence
in what we've got here before us now?

MS. BERNSTEIN: No.

MR. SMEGAL: I don't either.

MS. BERNSTEIN: It disappoints me. The only
thing that Iram concerned about and really as I hear
what has been presented by Steve and the comments we
have introducedrto us here —-- The thing I do have confidence
in is the fact that the field is not very interested
in giving us any information. And.thaf is a problem
if we are to méet any needs. If we're suppqséd to be
analyzing the question of what is the Supﬁort needs of
the programs and what do you need in order to fulfill

the legal representation requirements of your client,
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then it seems to me that cooperation would be incumbent
upon the program'aﬁd honest cooperation. That's the
only thing that we have any consistency between these"
two studies.

MR. SMEGAL: It seems I read a little more
into it. What we've got is it looks like an overwhelming
response from those who volunteered to respond for the
Nationél Support Centers. You pickéd.out comments and
there's a lot of them. There is some individual frustra-
tions expréssed and I heard anéther frustration from

the California program that they never got the survey.

Maybe that was' corrected. But the first mailing to those

in California did not include the survey.

MR. ARONSONY Who in California are you talking
about?

MR. SMEGAL: I'm talking about all the programs
in California.

MR..OSTERHAGE: We were made aware of that
fact and we sent what we believe is an additional cbpy,

but in the event it got omitted in the mailing they did

receive a copy.

MR. SMEGAL: 8o the whole thing kind of in

a sense.statistically or guantitatively it's hard to

RUDIGER & GREEN REPORTING SERVICE
CERTIFIED VERBATIM REPORTERS
4116 LEONARD DRIVE
FAIRFAX, VIRGINIA 22030

(7032) 591-3136




10

11

12

13

14

15

16

17

18

19

21

22

23

29

evaluate, but in the sense of guality, what you heard
was a lot of programs saying the National Support Centers
do a good job and donl't change their funding. Don't
even cut them 10 percent. I see that in here, too. I
haven't seen them all, but I assume you made a representative
sampling.

Did Michael Murphy put this together? I see
his letter is the cover letter dated May 22.

MR. OSTERHAGE: He was the person who was in
the position Mr. Aronson now holds.

MR. SMEGAL: Is‘he‘with us now?

MR. OSTEﬁHAGE: Yes, he's still with the Corpora-
tion.

MR. MENDEZ: I asked them to put it together.

MR. SMEGAL: But did Michael put it together?
Is he the guy?

MR. OSTERHAGE: What? In terms of the survey
questions? Staff as a group.

MR. SMEGAL: But Michael is not here to:testify.

MR. MENDEZ: Any further questions from the
Board?

(NQ response.f

MR. MENDEZ: None appearing, thank you.
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Yes, John?

MR. MOLA: May I make a comment?

MR. MENDEZ: ©Sure.

MR. SMEGAL: Steve, irrespective of what I
sai&, I think y0u.did a very fair and representative
job putting this together. I thank you for that.

MR. ARONSON: Thank yog;

MR. MOLA: Mr’  Chairman, my recollection of
the NORC study might be faulty, but I recall that the
NORC study did not just look at support needs. In fact,
those people who were surveyed were asked questions about
frequency of use of the National Support Centers and
asked whether the responses to reguests for service were
adeqﬁate and’uséful in their delivery of legal assistance.

I think the NORC study is replete with data
that would be very helpful in making future funding decisions
for the National Support Centers.

In terms of this National --

MR. MENDEZ: John, ' let me just follow that
up.

.MR. MOLA: Yes, sir.

MR. MENDEZ: -WOul& you agree for us to do the

funding for the next fiscal or next calendar year, FY '86
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based on the NORC study?

MR. MOLA: 1In whaﬁ respect?

MR. MENDEZ: Allocation of dollars between
programs.

MS. BERNSTEIN: And types of support that the
NORC study said the programs need and want. In other
words, limiting the support functions to what NORC said
that the programs want.

MR. MENDEZ: That's what you've said just now.

MR. MOLA: No. What I said is my recollection'_
of the results of the NORC study indicate that programs
s£aff were surveyed as to the number of times that they
use National Support Centers and what the guality of
the responses to those requests for assistance was.

MR. MENDEZ: I feel comfortable using the NORC
study=to make the funding decisions. Do you?

MR. MOLA: No. I believe that national support --
if we're at a static budget figure for next year that
national support funding shoudd be héld constant.

MR. MENDEZ: Well, we'lre at 10 percent less
this year than last year.

MR. MOLA: That is the proposal. ¥FCC has

iconsistently differed with it.
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MR. MENDEZ: Assuming that that's in fact the

'case; how would you make the determination as to what

which programs get cut and which ones get increased,
or should all of them bear ﬁhe cut equally?

MR. MOLA: I donl!lt think any should be cut.

So I could offer no opinion. I think a 10 percent reduction
would be qnwise.

In terms of this survey, I believe that you
have two comments from Olsbach ({phonetic), one dated
June 6, 1985 regarding their concerns about the sur%ey
instrument,zand a second dated August 27 to Chairman
Durant concerning the Survey results.

I just want to make some brief summary comments
about the survey results. The first is that the survey
requested information that programs simply didn't have.

I think Ms. Bernsfein is incorrect that we didn't cooperate
in any of these surveys. We spent a lot of time responding

to this particular set of three guestions. Those of

i us who were interviewed by NORC spent a lot of time on

the phone responding to the interviewer's questions.
Unfortunately, with this survey, we simply
did not have the data and could not actively respond

to these questions. It asked for judgments that programs
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could not make. It focused only on "specific requests"

for service without defining that term and without counting
the ﬁse of manuals. and law updates and training that '
National Support Centers might have done. 5o it was

a very narrowly focused survey.

It'appeéred only to look for specific telephonic
or. written requests to centers. It also proﬁided no
guidelines on value for services that were received from
National Suppprt Centers.

Even with all these flaws though, if you look
at the results of the survey, prOgrams responded that
over 10,000 specific requests for assist;nce probably
either.by telephone or in writing were made to the National®
Support Centeré and that the value of Jjust this limited
range of serﬁices,.again not counting use of manuals,
updates, training, came to a value of almost eight million

dollars. That would seem to indicate that rather than

“leutting Nation&lSSupport next year, they are entitled

to. about a $600,000 increase in their fudding.
I urge that this very flawed survey not be
used as a basis for National Support funding. Rather,
the Board should, one, engage in an open and full discussion

about. National Support future studies if the Board believes
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that they are necessary and future funding.

Second, fﬁlly consider the results of the NORC
study.

Third, the Board should not reduce National
Support in view of the overwheiming gquality of the work
at National Support Centers and their=vital role in assisting
the delivery of high gquality legal assistance. There
is absolutely no rational basis fof the 10 percent cut.

We would ask that the,Boérd reverse its decision.

MR. MEﬁDEZ: Thank vyou, John.

Any other cbmment?

MS. EISENBERG: Eleanor Eisenberg, California/
Neveda Project Directors.

I have more a guestion than I do a comment.

The three support centers which were-funded
last year were not included in the survey. We were not
asked in advanée if they were being funded if they would
provide services which would be fOund‘useful to the field.

My question is what is the thinking of the
Corporation with respect to those three support centers,
the so-called Baby Jane Doe Center, the Urban Legal Founda-
tion, and the Constitutional Law Center?

MR. MENDEZ: I tell you. Mr. Smegal and I
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have an agreement lo these months agoe concerning this
issue and I think it's been fully and publicly described
previously.

MS. EISENBERG: I don't have a recollection.

MR. SMEGAL: My recollection, Eleanor, is that

that's one~-time funding never to occur again. I think

that is the agreement.
MR. MENDEZ: The agreement_that Mr. Smegal
and I hadzon the record previously was that this was
not to be fqlled iﬂto these funds, that the three weren't.
MS. EISENBERG: That doesn't really answexr
my question.
MR. MENDEZ: Thét's fine. That's the answer.
MS. EISENBERG: Is there consideration of refunding
them independent. . of rolling them into --
MR. MENDEZ: Of course there is.
MS. EISENBERG: Has there been an evaluatién?
Has the field been contacted with respect to whether
those programs-arejbeing’utilized?
MR. MENDEZ: I don't have that answer completely
yet. When I have that answer, the field will be adﬁised
of it.

Any other comment?

RUDIGER & GREEN REPORTING SERVICE
CERTIFIED VERBATIM REPORTERS
4116 LEONARD DRIVE
FAIRFAX. VIRGINIA 22030

{703} S91-3136




10

11

12

13

14

15

16

17

18

19

21

22

23

36

(No response.)

Mﬁ. MENDEZ: The next matter,ra re?iew of the
refunding application forms.

Please identify yoﬁrself for the record.

MS. FRANCIS: Certainly. Gail Francis, Manager
of the Field Services Grants and Budget Unit.

MS. PAQUETTE: I'm Pat Paquette, Technical
Assistance Coordinator in the Grants and Budget Unit,
Field Services.

I'd_like to report to you todéy that the refunding
application in 1985 requested comments from the field
on the process, forms, and whatever. And before preparing
the 1986 application that is before you in the book that
starts on page 71, a task force was created within Legal
Services that included people from the Audit Division,
General Counsel's Office, OIN, Field Services, and the
Executive Office to review all of the comments received
by the field on the 1985 reﬁundinguprocésé. Those comments
were incorporated into‘this year's draft wherever possible
and where it seémed appropriate,

The final of that draft is presénted.to you
now  for your réview.' In addition to sending it to each

of the members of the Committee, it wag also distributed
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to nine Legal Services programs and Allen Houseman for
early comment on the draft refunding document.

The basis of the comménts that I have received
is that the applicatibn is much improved and that the
task force was giﬁen some credit for recognizing a lot
of the comments from the field and incorporating them
into the dfaft.

The concerns that still a#pear adre .the fact
that the Corporation continues t§ give a short tarn around
time fo: the refurnding application. We're planning to
send this out at the end of September and it's due baék
Noﬁember 15th, basically a six—Weék perioa. In some
years in the past the field programs have been given
as much as two months to complete the:application. So
that where there is new information being presented,
the field has expressed that they feel thefe are some
restraints to be able to complete the application in
a timely ﬁashion, particularly in light of the fact that
Form. A, which is on page 72, the second.paragraph of
the narrative portion of that form indiéates tha£ a Board
meeting and a rollcall vote will be required upon submission
of this application.

In some instances, that could mean between
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two weeks and 30 days in reality for a program to complete
the application because of the mailing process to some
of the remote areas is very slow. Staff feels that is

a bit tight. We felt that we should extend that if we

| could because if they don't already have a scheduled

Board of Directorsl meeting, to schedule one and get
through this process and have the application complete
so_that their Board of Directors can also have input

and perhaps offer some changes and prepare those in time
to get back to Legal Services. There was some concern
on that.

MR. MENDEZ: ZI'll tell you what I would like
you to do in that regard. I want you at the time that
you mail out the applications to advise -- in a cover
letter to advise atl of them that this is required so
that they will have plenty of time and plenty of notice
to do that. You might tell them to send a copy of the
application out, a blank copy out. They may want to
do that to their own groups, Board ofrDifectors.

MS. PAQUETTE: We were planning in the instructions
to brihg it té people's attention thét they were requiring

a Board of Directors' meeting. ' Some programs in the

past just automatically do it, but that hasn’'t been universall

RUDIGER & GREEN REPORTING SERVICE
CERTIFIED VERBATIM REPORTERS
4116 LEONARD DRIVE
FAIRFAX, YIRGINIA 2203G

. 1703) 591-3136




10
11
12
13
14
15
16
17
18

19

21
22

23

39

S0 we will bring that to their attention.

There was another question about the assurances.
gasically, programs discussed AssurancezNo. 7. As it
related to public funds, they felt that all records of
non-LSC public money were perhaps not appropriate in
No. 7 and that some language change was required in ﬁo.

7.

In No. 11 there was a guestion about whether
or not that was the appropriate wording for that particular
assurance.

And No. 13 was being questioned. I believe
PAG is going to be commenting on that. So I can just
leave tha# where it is now, but that was brought to our
attention.

The rest of thé coﬁments, there was not uniformity
amongst the 10 programs that were contacted. Some supported
the doCument:as it is stating that instead of ha?ing
Legal Services send out a number of surveys throughout
the year which some interpret to be bufdensome, they
felt that the refﬁhding_application was a:goodcdata collectio
process.

Others advocated very heavily for saying that

this was a funding application and that any supplemental
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information, particularly Supplement 1 and 2, which is

the training survey and an elderly survey was inappropriate
to this partibulér process and that it should be handled
separately. |

But the comments were almost equal on that.

I feel this is somewhat split on whether or not they
would rather dealtwith as much information as possible
all at one time and have it over with or get it in bits
and pieces throughout the year.

Aside from that,‘the basic forms were not cobjected
to significantly. People thOught they they pretty much
accomplished what the-domments last year. But the narrative
portion of the refunding application has been questioned
by the programs, partnglariy in the sense that Mative
Americans and Migrants, No. 7 on ?age 80, appears to
duplicate guestions that are asked by State Suéport programs.
The The feel was that Native American and Migrant
programs represent clients. And to the extent that the
narrative request, their assistance with.is some sort
of an assumption by Legal Services that these programs
assist others in representational when in fact they‘represent
clients directly'as do other field programs. There were

some expressed feelings about why Native Américans and
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Migrant programs were being singled out in that manner
insteaé of having to answer the general guestions as
are already outlined for field precgrams.

The State Suppeort portion, No. 8 on page 81,
was. also questioned because it was thought that those
questions weré relevant for a national support center
but certainly not appropriate for a State support center.
3irh Although they were asked last year, it was
brought to our attention that the Board or various members

of the Board through a committee will be dealing with

33 functions of State support and that we in fact should

coordinate the narrative portion for State Support with
those 33 functions.

MR. MENDEZ: You understand that we want to
have State support units receive the same type of matrix
guesionnaire as national support. They're to answer
that as well.

MS. PAQUETTE: Okay. That wasn't clear.

MR. MENDEZ: It's clear now.

MS. PAQUETTE: We'll have to note that because
generally the national support refunding application
goes out abcut 30 days after this particular application.

S0 we have to be clear.
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MR. MENDEZ: Okay. I just wanted to make sure
that was clear.

MR. SMEGAL: Well, Pepeiis<talking about asking
the field programs tc comment on the State support, not
the State support programs.

MS. PAQUETTE: Oh, okay. All fight. 8o contacts
with State suppért and things of that sort. Okay.

MR. SMEGAL: If I may interrupt, Mr. Chairman.
I'm a little slow here. Pat was talking about the second
paragraph on page 72 which says the Board has to give
assurances.

MR. MENDEZ: Y&s.

MR. SMEGAL: You suggested that the way to
get around the timing of £he shortness of time was to
éend the Board members this in blank. How is that going
to help? What they are doing is assuring that the informa-
tion thgt thef.are submitting to the Legal Services Corpora-
tion is correct., If you're going to send them a blank
form, how can they possibly do anything?

MR. MENDEZ: They can start reviewing it and
see what it looks like.

MR. SMEGAL: If I'm on a Bgard, I sure don't

want to look at blank forms.
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MS. PAQUETTE: You just d4did.

MR. SMEGAL: One of the other problems I'm
having is I'm looking at these blank forms and I want
to know what the 1985 blank forms look like because I
can't tell what are the changes. I would like to know
what the differences are so I can have a feeling for
Qhat is going on.

The other thing, Pepe, let me suggest that
one of the things that happens cut in the program is
that they don't have -- They may have quarterly meetings
of their'Board; but we're changing the dates ﬁn these

things now. And you set these things up a little bit

| ahead of time for your Beard. Maybe you set them ahead

of time: a whole year.

And if you go out and hand 325 programs this
form and say you have to have it back in two weeks with
your Board approving it, that's impossible. Logistically
it's impossible. I think that is Pat's comment.

It seems to me maybe if we want to stay on
this schedule, the way we do it is let the grantee submit
the form-with thé understanding that if you can't get
your Board together, you damn well better have this Board

acquiescence before you start getting any of this money.
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Sure, we'll take your form and we'll start to process
your grant application and, if you aren't able toget
your Board together and get the assurances and information
in the application approVed and a rollcall vote -- You've
got touget the Board together for a rollcall.

MS. PAQUETTE: Exactly.

MR. SMEGAL: So you have to have a meeting.

I think we should at least give them the option
or the opportunity to get their Board together after
they have the dérn thing completed and sent into you
prior to Qhen it becomes operative. At some point a

little later, let them get that Board together. Otherwise

‘it is impossible.

MS. PAQUETTE: ‘They submit this application
on two different dates. The budget forms come in in
February. We could perhaps feollow your suggestion and
say that by the February submission, if théy were not
able to get.é Board of Directors' meeting together during
October or early November, that it would be gccepted
with their budget forms.

MR. SMEGAL: You aren't going to give them
any money unless their Board approves it.

MS. PAQUETTE: WNo, that's not true. They would
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monies.

MR. MENDEZ: No. There is no money given out
unless this is submitted.

MR. SMEGAL: But that gives them more time.
If you want compliance with what you're suggesting, this
is a very tight schedule unless we are going to change
these dates. I just don't think you are going to get
a rollcall\yote of everyone of these Boards in a period
of two weeks after somebody spends an awful_Zot of time
putting this stuff together.

It sounds to me like a lot of this is different
thén 1985 if.I'mi heatring-youicorrectly.

MS. PAQUETTE: ©No. The format is different.

The information is very, very similar. It's just presented

differently for data collection.

MR;'SMEGAL: Okay, but still I think we have
té give them more time at least the first time around.
Next year maybe we can say to them September 30 is the
date. and every year you're golng to have to do this and
vou better schedule a Board meeting two weeks later when
you know you’re going to hafe the stuff together.

But here we are on September 5£h.

MR. MENDEZ: If we sent it out now and they

L
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have to have it in by November 15th, we say yéu have
to have your Board meeting by abaut the 5th of November
or 6th.

MR. SMEGAL: Pepe, that's really difficult.

If you get a big Board of 30 to 35, it's hard to get

-them'together that gquickly. I'We served on those Boards

for 20 years. It doesn't happen that quickly.

MS. PAQUETTE: And in some of the‘northern
areas, we're'starting to.talk about weather changes.

MR. SMEGAL: What I'm saying we can do it very
easily.‘ Let them submit ;-VThéy have to have this back
by November 15th. You accept it for processing with
that partiCuiar portion of subparagraph 2 still biéhk.
Give them a little more time to get their Board approﬁal.
It doesn't have to be until February,.but some reasonabhle
time within that quarter.

MS. PAQUETTE: With the understanding that
there is no funding until_wé have it?

MR. SMEGAL: Well, funding doesn't start until
January 1 anyway, does it?

MS. PAQUETTE: Well, they get their first check
toward the end of December. And it takeé-us that long

to get it programmed until our computéer and set up for
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the payment process.
MR. SMEGAL: 1I'm just saying they don't have

to sign off on November 15th. They don't have to have

‘the Board sign off'by November 15th. You're going to

spend some time processing these. You're not going to
send them a check until the ena 0of December. You can
give them another two weeks and you can probably give
them to Decembef 15th to get a statement that says our
Board approved all this.

- MS. PAQUETTE: Should it be through a process
of themerequesting a waiver or extension of time or just
automatically instructing them that on or before release
of check we must havé the Board approval?

MR. SMEGAL: Whaéever you want to do. Ilm.
just concerned about November 15th,“getting this compieted
plus Board approval and a rollcall vote.

MR. MENDEZ: In your cover letter, tell them
that they can have an extension if they cannot possibly
get it done until December 15th. And typed out, capital

letters, underlined, say no money is going out unless

we have this.

MR. SMEGAL: I think by November 15th they

can tell you when their Board is going to meet. They

SR
RUDIGER & GREEN REPORTING SERVICE
CERTIFIED VERBATIM REPORTERS
4116 LEQNARD DRIVE
FAIRFAX. VIRGINIA 22030

1703) 591-3136




1]

10

11

12

13

14

15

16

17

18

19

21

22

23

48

can giﬁe you the date. They can all schedule a Board
meeting by November 15th and know when the Board meeting
will be and they can tell you by Noveﬁber 15th that the
Board meeting is going to be on December. 7th or whatever.

MS. PAQUETTE: Well, other than the comments
I've just made, there were a few other comments. One
I should statedis. that incthe program narrative, number
1, characteristics of service area, and, two, delivery
system, and some of thg others, the programs said that
they have been reporting this information to us for years
and why do we continue to ask for the same data every
year. There was g suggestion that perhaps we should
ask only for signifiéant chénges since the last submission.
They're saying they have it two or three times on record
at LSC headquarters and that they would report significant
changes to us. |

| That was one commeﬁt. _ Some others just felt

that they would xerox what they submitted before and
attach it as the narrative. So there were some mixed
comments on that.

MR. MENDEZ: One of the reasons that I want
to have alrollcall vote and that i eXpressly asked to

have that placed in there was that I want:to have all
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the Board members really well-acquaintéd with the procedure
is in these local programs. And that's the reason why
I want to have all of ﬁhis material updated.

MS. PAQUETTE: Then tﬁatrcomment would apply
also to class aetion lawsuits where programs are saying,
"Look, we have submitted that information to you before.
Why don'tciwe just submit any updates?"

MR. MENDEZ: That's right.

I really think that what I visualize out df
this is that you're going to have an annual meeting,
let's. say, of the local Board wherein they re-review
éll of this aspect.

One of the things that is not particularcclear
here and I want iﬁ clarified here is I want a better
statement of what the priorities are from'the'programs.
I want to have a list of priorities there and how much
in.terms of dollars they anticipate to spend and the
number of clients they anticipate serving for each one
of these programs -- for each one of these priorities.

MR. WALZACE: May I ask a question, Mr. Chairman?

MR. MENDEZ: Yes, sir.

MR. WALLACE: On page 80 and 81 of the Board

book -~ I hope we. are all working on the same numbers --

w
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we are asking them to describe representation, community
outreach, and legislative and administrative representation.
As I understand it, we are only asking them

to do that as it applies to native American:or migrant

"Native American and/or Migrant.”

Is that a proper interpretatibn?

MS. PAQUETTE: That is. That was picked up
from the language that iInzprior years was under number
8, State Support, on page 81, and has now heen transferred
over to Native American and Migrant. It's not that specific
in preceding nuﬁbers. That's correct.

MR. WALLACE: Okay. So I mean do we:want to
know these? Because Native American and Migrant are
special parts of the program. We're asking for information
on Native American and Migrant that we're not asking
for on the bulk of the program, or at least not in this
aetail.

MS. PAQUETTE? We're pretty much relying on
the program to subﬁit that information, but we're not
specifically asking for it. So we won't necessarily
have that information if we don't ask for it. And programs

have raised the fact that they do other kinds of repiresentatig

DT
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including community outreach which they feel is very
important. And they wondered why we weren't specifically
asking. You get two sides of the story again.
One 1is saying you're. asking too much. Limit
the questionaand we'll give you as much information as
we can. The other is saying maybe you shduld get more
specific.
MR. MENDEZ: - Doiyou believe we ought to ask
it with all respects including Natife American‘énd Migrant?
MR. WALLACE: Well, it seems -~ I mean I read
this before I came here, but it seems a little silly
to me to ask detailea through £ on a minor part of your
budget -- I donlt mean minor in importance. I mean minor

in quantity of money. -Buf you're not asking in detail

ahthvotigh £ on the bulk of the money. There may be some

good reascon for that, but it's not. immediately apparent.
MR. MENDEZ: I'1ll tell.you-what let's do.then.
Let'ls Jjust héve you for all parts of the program do the:
specifics as set forth in that paragraph and that is
to include Native Americans and Migrants.
MR. WALLACE: Or don't do it for Native American
and Migrant. I don't know that we need to tell them .

to give us- this much detail on every dollar they spend,
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but it just doesn't -- The priorities:seem to be a little
skewed to break it down on the minor part and not on
the big part.
MR. MENDEZ: This has been done always before

and I would like to continue with it. What I want you
to do is say for all aspects of the program including
Native American and Migrant. |

~ MS. PAQUETTE: One thing that is raised under
Native American and Migrant is we talked to them or we
asked them in regard to expenses in those various categories.
And in order for the proérams to track expenses in thg

various categories, they would have to be on a functional

the_Auﬂit Guide: and comménts there, we require fund accountin
but we do not require functional adcounting. So there
is some conflict in.ouariharrative request because we
mandate that a program set up a functional accounting
process that is not required by our Audit Guide.

MR. WALLACE: In other words, we are asking
them to give us things that we're not requiring them
to keep bocks on.

Ms. PAQUETTE: Exactly. And that was the same

information -- the same comments that come through on

3 r
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the .edderly survey, supplement 2, where we're asking

them about certain things on elderly representation where

in fact we don't fund them specifically to do elderly
representation. We don't require for our CSR's that

they keep those kind of statistics and suddenly there's

- a survey put before them asking those kinds of questions.

' Comments are also made in regard to thettraining
question in Supplement 1 which asks*all_about individual
people who attend the training sessions. So that the
programs felt that sometimes these kinds of surveys are
very burdenséme and complicated and difficult to complete.

MR. WALLACE: How much detail are we traditionally
looking for heée? I see in paragraph 7, for instaﬁce,
it says: ‘"Describe the activities and estimated expenses."
For that matter, it's estimated 1986 expenses. S0 of
course you couldn't have an audit for a year that hasn't
gone by yet.. All of thesg.are géing to be estimates.
We are asking them to estimate what is going to happen
in the next year. |

I mean it is é little silly to ask them to
estimate things and then don't ask them to audit after
itls over t§ see how they did it. But I guess it's not

going to put a tremendous burden on them at this'point
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to. ask them to estimate it. I mean what do we do with
these estimates? How closely do we follow up?

MS. PAQUETTE: Well, all of the narratives
will not be put on database because it is not in a format
that is easily keypunched.'

So the question is when you get the information
what are you going to do with it. That question we have
theard throughout today.

And we're not sure what we would do with estimates
inaprograms{fand the accuracy of it is being guestioned
by the programs, too, since that's not the way théy keep
their books. it's not the way they standardize things.
It is just best guess. It seems like the information |
would be irrelevant.

MS; BERNSTEIN: Why are we not.moving toward -
functional accounting?

MR. MENDEZ: We'll take that up at another
time. We may well move to functional accouﬁting.

MR. SMEGAL: Pat, was this item 7 on last year
on the 1985 form?
| MS. PAQUETTE: No. That is brand new and it
was pretty much picked up from the State support language.

The State support language was on last year, but the

L1

1
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Native American language, number 7, is new. That was
not siﬂgled out last year.

MS. BERNSTEIN: I have a question. I guess
it kind of relates to the functional accounting question.
Correct me if I'm wrong. As I read the definition of
recipient under dur definition in the regs,.itfs~only
a program that is funded under 1006 (a) (1) (a).

MS. FRANCIS: Yes.

MS. BERNSTEIN: Are any of our State support
centers not funded under 10067

MS. FRANCIS: I don't know, but I think the
answer is.no. I believe the answer 1s, no, none of them
are not. :

MS. BERNSTEIN: How about national support
centers?

Ms. FRANCIS: I'm not sure. I think that's
a different section.

MS. BERNSTEIN: Okay, here's my guestion about
that. It!s been bothering me for a long time. All of
our regulétions talk in terms of requirements for recipients.
It seems to me to be a bit strange that we require a
lot more in terms of composition of governing board,

compliance with various sections of our acting regulations
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of our direct delivery programs than we do the support
programs.

I just wonder why it is that we don't have
the same kind of reqﬁests or, if someone is going to
apply, for instance, fo deliver iegal services, if a
support center, national or state, wants to be a delivery
mechanism, then shouldn't they have to apply for funds
so that they would be subject to our definition of recipient?

In other words, assuming that the State support
unit that would be funded just to suppdrt and.not under
1006 (a) {1) (a}, then they're not having to comply with
the same requirementé that all of our other delivery
recipients have to comply with like governing‘boards.
| MS. PAQUETTE: Some apply., but not all.

MS. BERNSTEIN: Well, shouldn't we break out
these refunding applications and have people apply for
different types of activities thét they intend to comply
with. --Zthat they infend to provide?

And if they're going to deliver services directly
to. a client, shOuldnit they have to have a goVerning
Board set up in the way that Congress has mandated?

I mean it seems to me that we're subject to

a lot of ac¢eountability problems up on the Hill.
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Pepe, you've been there more than I have, but
Congressmen seem to be interested in whether or not we
are in touch with what the programs are doing. And it
seems torme that there is a direct violation of the Act
heré when the Act savs people who deliver services are
supposed to have a governing board comprised in a certain
way.

MR. MENDEZ: ;xﬁ"Iﬁm going to defer this
to you. If I‘understand Leadnne's statement, she's
saying that if national support is:representing a client
directly that they should have a governing board in the
same ratio. and same comply with the same regulations
as the fie;d programs.

MR. WALLACE: Is that nqt_how our national
support center boards are made up at the moment?

© MR. SMEGAL: Mike, on page 113, there's a list
of things thatrweﬁt out to ‘the national support centers
October 15;‘1984.' I see down there governing body composi-
tion/bar:zassociation (Forms D-1 through D-6).

And they aren't here, but that's what I think
they are. I recall being on one of those boards:zand
seeing that stuff.

MR. MENDEZ: Can anybody from the Corporation

o
:_(
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advise us if the National Support Centers do or do not
comply with the regstand if the State support does or
doesn’t?

MR. OSTERHAGE: We'll check on that for you.

MR. WALLACE: I just don't know it as a fact.
I guess I assumed without looking at the fine print of
the Act that.aanody ﬁhat got money from us did their
board the same way. That may not be the case. If that
is not the case, it will fequire some thought.

I don't know that we can resolve that this
afternoon, Mr.'chairman.

MR. MENDEZ: That's fine. We've raised that
question and it will be solved for us. Send us a-memo
or something.

MR. MOLA: Mr. Chairman, I'donlt‘beliéve it's
a problem. The regulations are applicable to all recipients
of legal services. I really don't understand the issue
that Ms. Bernstein raises.

MS. BERNSTEIN: Well, I tell you the reason
it came up and this is -- You know, we keep applying
different rules inidifferent contexts.

| When you're talking about private attorney

involvement, we were told that this absolutely couldn't
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apply to State or national support because -- and £he

12 . and a half percent application of private attorney. -7
involvement because they weren't in the same, you know,
type category..

My feeling is that if we don't have a functional
accounting system and we don't know what proportion of
your funds or what proportion of your time is being spent
in direct delivery versus support,.the State or National
Supportrcénter may be in a position of delivering more
than 50 percent.—— using more than 50 percent of their
grant funds to deliver services. Therefore, they are
really or should be in compliance with the PAT.

The governing board situation, I really doﬁ‘t
know what the actual-composiﬁion is of all the boards.

I do know thét there is a problem or at least I think
there is a prdblem in the compliance in terms of the

fact that an employee of one recipient is not Suﬁpdsed'

to be serving on the board of another recipient. I know
there is a lot of violations of that particular regulation.

But if the governing boards are set up with:
relationship to the local bar association, I ﬁould be
interested to know how that works in terms of a National

Support Center which at least arguably doesn't have a
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local bar. association because their focus is not local;

their focus is national.

MR. MENDEZ: I'll tell you that ~-

MR. SMEGAL: LeaAnne, the bar association and
those cases is a State bar. I sit on the board of goverﬁors
of a State bar and among our duties that I abstain from
are appointment of membeﬁs of those wvarious boards: We
did it just last week.

I-think this isian abSolute‘strana§;¢‘Itzdoesn't
exist as John suggests. I think we should look &t it,
Mike, bﬁt I think we're going to find we're just wasting
our time talkinglabout it because whatever tﬁe Act requires
is being complied with.

MR. MENDEZ: We'll bring-it back.

If there is nothing further, I have made a
commitment to Dan Taubman that I would get him out in
time fo; a.GEOO o'clock appointment.

' ‘ MR. SMEGAL: I did ask for the 1985 forms.
I'd like to have that, lastiyedr's form.b could I have
& copy?

MS. PAQUETTE: I was told by Joel Thimell that

it was mailed to all of the commiﬁtee members.

MR. SMEGAL: Is it in here?
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MS. PAQUETfE: I'm not familiaf with your Board
book, but I understand it was sent.

MR. SMEGAL: 1I'll look for it tonight.

MS. PAQUETTE: It was done for the purpose
of being able to make comparisons.

That sums. up the comments unless there are
other questioﬁé.

MR. MENDEZ: I did make a commitment.

John, do you just have a real brief remark?

MR. MOLA: ©No, I don't. I'd just like some
time after Dan is done if I can respond to the réfunding
application.

MR. MENDEZ: Fine. Right now we are going
to turn to the State Support Funding Formula.

Dan?

MR. TAUBMAN: Pepe, I thought Joel Qas going
to speak first and make a brief presentation.

MR. MENDEZ: That's fine. Why don't vou come
on up. Steve, come up, too.

MR. THIMELL: Joel Thimell, Acting Staff Coordina-
tor, Audit and Appropriations Committee.

Legal Services Corporafion currently distributes

approximately 8.2 million dollars for State support sexrvices.
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in 43 states. Since the beginning of the budget process
that began in February of this year, this Committee has
received testimonials thatcthesersérvices are invaluable.
Last month in Utah, Klaus Sitte of Montana spoke of his
very unigue communication needs. Anne Milne's Utah program
serves clients with special access problems.

Howevwver, we have also learned that seven gtates
and the District of Columbia and the territories do not
recelive any State suppert funding.

National Organization of State Support Units
testified before this Committee in Salt Lakel€ity that
the Corporation should not redistribute any funds from
existing State support programs to those states currently
without such funds.

Mr. Brown and Mr. Lessum have éuggested instead
that those states be funded out of one—time surplus funds.
Klaus Sitte of Montana afguedAthat,any reduction in his
State support budget would reducé the quality of legal
services provided in Montaha.

But, as I think Mr. Valois pointed out, those
unfunded‘states have the same support needs that Klaus'
program doeé; However, they have no funds to provide

them.
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Accordingly, the staff would support a recommenda-—
tion of Mr. McCol;ister of Kansas and Ms. Milne of Utah
and Mr. Kays of Missouri that FY 86 support funds be '
reallocated to include thqse states without State support
funding.

We would also support their recommendation
that existing programs be held harmless for 90 percent
of their current grant to ease the transition. This
shift would provide funding for ﬁﬁezfirst to Delaware,
Hawail, Iowa, Kansas, Missouri, Nebraska, and South Dakota.
It wouid.also provlde a modest increase to low~funded states
of .Illinois, Indiana, Maryland, Oklahoma, Pennsylvania,
and Texas.

As such, we feél it would be a very basic step
toward fairness.

MR. MENDEZ: Dcoes anybody on the Board or Committee
have any questions?

(No response.)

MR. MENDEZ: None appearing.

First of all, the Board is going to take its
prerogative and introduce Dan Taubman. Dan‘is the gentleman
I asked to coordinate the State support matters. And

as good-looking as Mr. Brown 1is, Mr. Taubman has the
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same type of forehead that I do. .He meets with me very
regularly in Colorado. He's a very competent individual.
I would have to speak very complimentary of Colorado
because the only people that I meet-with for breakfast
that never complain about coming in at 7:00 o'clock in
the morning are Dan -and John Ashley.

Dan, I'm very héppy that you could come back
and make some comments and make a presentation and respond
totthesesstatements of Mr. Thimell.

MR. TAUBMAN: Thank you very much, Pepe. I
appreciate your kind words. and I'm delighted to be here
this afternoon before you and your colleagues to talk
about the'Staté support funding issue and also to talk,
hopefully, a little bitflateraabout training.

| I would like to let Steve Browﬁ speék first
and make some comments.on the State support funding alloca-
tion formula. Then I would like to speak after him if
that is agreeable to.you.

MR. MENDEZ: I want to make sure that we cover-
one area because this is for the Board. Dan and I talk.-
repeatedly about training issues. I want.to make éure
that you address fhat aspect of what you'rée interested

in doing with regards to training.
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-Iﬂm going to put you on the record about what
you think about what you saw next door.

MR. TAUBMAN: Okay. Do you-wantrme to talk
about training right now, or do you want me to do it
after we finish talking about State support?

MR. MENDEZ: Let's finish up with State support.

MR. TAUBMAN: Okay.

MR. MENDEZ: Now, Steve, one of the things
you need to do. You need to shave and you need to cut
your hair back so that. we:cah.relate better.

MR. BROWN: I hope that's not the problem. .

As you know -- |

MR. MENDEZ:‘ By the way, just for the recérd,

I donlt know if everyone else has it, but I have a copy
of your August 27th letter. i have reviewed it carefully.

MR. BROWN: I was going to make reference to
that. It was a pleasure to have spoken to youiin Salt
Lake. Certain”issues were raised and some gquestions
come over with respect to that presentation and comments
at that time. I did send you a letter dated August 27th,
I think, and I hope it speaks to the issﬁes that were
on your mind that day relating to the unfunded states

which I'm going to speak a little bit more about, but
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also with respect to the priority setting process.and
the details of prior LSC funding policies of State support.
I don't intend at this point to discuss in any detail
the priorities issue or the prior LSC Board process relating
to State support:funding in 1980.

However, I'm here primarily here onrthelfunding

formula and the proposals of Mr. Thimell, I believe,

relating to the reallocation. Comments of my August

27th letter relate to that and generally suggest that
it would be ineguitable to do that. I will speak to
that in more depth.

Subséquent to August 27th, I wrote a letter
as a project director of my State-support center. I
hope you gotathht letter dated August'30th, which --

MR. MENDEZ: I didn't,

MR. BROWN: I caﬁ't vouch for the mails, I
quess.

MR. MENDEZ: I'm sorry.

MR. BROWN: What that letter does is speak
from my perspective personally as a State project director
in New York showing or trying to show that the result
would be very inequitable in New York. I will touch

on that.
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Initially, I want to restate the NOSSU position.
I think Mr. Thimell wasn't gquite correct in stating what
that position was in Salt Lake. In Salt Lake, we did
suggest that it was appropriate to start some State support
funding activities for the seven states that are not
funded, activities relating to State support planning
and initial grants. And we suggested that those activities
might be possibly funded out of a small portion of the
carry over funds which we still think will exigt in the
range of three to four to five million dollars.

We, however, also suggested, which Mr. Thimell
did noﬁ mention, that anyractivities;begun then should
be carried on subsegquently through appropriated funds
starting, say, in 1987.

I want to reiterate in light of Mr. Thimell's
current proposal on the reallocation to fund the seven
states that donlt have State supporit money what NOSSU,
National Ofganization of State Support Units' position,
basic position is.

First of all, we belieVe that you ha?e the
responsibility to provide'adéquate State support funds
to all the states and that the realistic goal to work

for is the four percent goal that was outlined and embraced,
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I think, by the Board in 1980.

Secénd, we think that those State support needs
which are not now met can be met and should be met without
redistributing the existing State support.

Lastly, we Fhink that you should consider funding
immediate legitimate State support needs that exist right
now aftér a planning process from carryover of funds.

My guess, however, is that such immediate legitimat
needs might not be that very great. Such immediate needs,
as I see them, cannot_justify the results that result
from the proposal.

With respect to the proposal, more specifically
I don!t think thefe is the funding crisis oxr the funding
disparity or a serious funding disparity with respect
to State support funds for those seven States that don't
have funds, except possibly for the State of Delaware.

My reason for stating that is that the other
six stateS'aiready are very well funded, relati?ely speaking
to a certain extent, with basic field funds. The lowest
funded one --

| MR. MENDEZ: Let me explore that a little bit.
I want to make sure that we're on the same wave length

in spite of the hair. What you're saying is that we

£
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really ought to cdnsider basic field funding when we
look at the State support?:..

MR. BROWN: I'm suggesting, and I'll get into
that further, that with respect to looking at State support
funding now, in light-of the fact that we are critically
short 6f funds and really don't have exXcess funds to
give away or to put in certain programs without harming
othér programs that one of the criteria should be what
the existing field base is in the State.

And that brings up --

MR. MENDEZ: That is --

MR. BROWN; That's my key point.

MR. MENDEZ: That's yoﬁr key point.

MR. BROWN: But there are other criteria.

MR. MENDEZ: I understand, but that is ‘the
highest priority that you would assign.

MR. MENDEZ: Well, I'm not sure. It's an important

.criteria. The highest? You know, maybe we can get that

a little later after I mention what the other ones are.
But basically six of those states are to a
certain extént relatiﬁely well-funded.
MR. MENDEZ: I understand what you're saying.

MR. BROWN: I mean South Dakota is already
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at 840 and would go to 8s0.

MissOurisis at 865 and would go to 885. At
865 it is close to right now the average of what all
states get who have State support. The average for states

with State support is 867 and Missouri is at 865. Giving

iMissouri, for example, 20 cents, puts it significantly

above the existing State average.

And we could go on to Kansas which is alreédy
funded at 879. It would go to 899, well above the existing
average for &States that now have State support. And.
Nebraska is even more disparate, 920 to 940. Towa: 933
to 953. And Hawaii from 992 to 1010.

Now it's not that I don't want these states
to get funds. I'd like to have them get funds. But
in order fo generéte the funds for them like has been
suggested, we have to take money away from a number of
states that are much less -~ are funded much lower than
those seven states,

For example, Maine would go down from 816 .to
8l3. Ohio from 825 to 821. WNew York from 826 to 823.
Michigan from 831 to 826. New Jersey from 83§‘to 831.
Idaho from 837 to 834. And, lastly, Arizona 842 to 839.

I just picked out the lowest group that would
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be affected by the redistribution of funds. And I say
to you why reduce Maine's funding from 816 to 813 to
give funds to Hawaii and Iowa and Nebraska and Kansas?

I can't see a logic in that.. Those states have 850 and

950.

It would seem to me that that should be able
to provide a level 6f services including support services
that would more than meet that State's need relatively
speaking compared to many states who already haﬁé State
support funds.

MR. MENDEZ: All fight, let's follow your argu-
ment. If we use your argument,:ithen we shouldn't really
be funding State support for Ransas. We should be funding
State support to Maine to increase it, to bring it up.

MR. BROWN: Well, one can come to the conclusion
asnto --

MR. MENDEZ: Isn't that the logic of your argum-
ment? | |

MR. BROWN: Maybe the main focus should be
on the lower funded states when you consider both the
basic field plus the State support. I mean it's got
to be a factor. I think it has to be. I mean how can

you take money if you want to use Maine as an example
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from Maine to increase Hawaii to over 10 dollars.

MR. MENDEZ: I understand your argument. I
understand and reiterate that you gentlemen did a reaily
excellent job on the brochure and materials presented.

This clarifies and mgkesithe issues a lot clearer and
crystallizes some ideas in my mind. I just wantéd to
see where you were on this.

MR. BROWN: In light of these comments, I'd
just like to make a couple of further comments with respect
to NOSSU's position so it's not confused.

One, we want accurate State funding, State

| support funding for all states. Again, this kind of

a redistribution just doesn't make any sense. As a matter
of fact, redistributing existing.state.support funding

and cutting back programé is something that we don't

want to see happen.'

“ If these seven states were-states that were
typically minimal funding, 780, it might be a little
different situation and I might be making some different
comments.

I think with resp%ct to State support there
are really two‘ways of lookiné'at it. There'are short-

term goals and there are long-range goals.
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I think with respect to NOSSU's position, you
know what our longer range goals are, that we should
work towards a four percent, some significant State éﬁppcrt
increment in each State so that State support can be
provided.

Now with respect to bringing states, say, up
to that four percent level, new money would be necessary.
And our position is that if this Board considers State
support to be an important ingredient of the delivery
system, the small amount of money necessary to get State
support funded fo that kind of an adequate level could
come from appro?riated dollars, I.would hope.

We're not talking about millions and millions-
of dollars.

MR. MENDEZ: Tell me what the difficulty would
be in folding State support in and requiring programs
to spend four éercenﬁ of ﬁheir money on State support?

MR. BROWN: Could you be more specific as to
how a program would spend four percent of .its money?

MR. MENDEZ: The Questionnaire that we're going
to be sending out oﬁ priorities. Requife them to spend
four percent on those priorities.

MR. BROWN: A local program to spend four percent
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on, say, training?

MR. MENDEZ: Training.

MR. BROWN: And what if that program wants
to spend or sees that money best spent by the State support
center? They would then subgrant the money to the State
support center to provide the training.

MR. MENDEZ: That's essentially what a lot
of them are doing now.

MR. BROWN: I think in most cases the money
is going directly to the State support center and you
don't have a convoluted subcontracting practice. In
some states, you're right. You do.

MR. MENDEZ; I thought most of the states used
that method. |

MR. BROWN: I don't believe so. I don't believe
that the subgranting practice relates to the majority
of the State support centers. I think it is a significant
minprity. |

MR. THIMELL: Well, there's about 67 recipiénts
of State support funding and about 43 senders. So there
is a significant number that do in fact subgrant the
monies to a center. There:arefalsoaa:number that actually

pool some of their basic field monies and give them to
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centers above and beyond that.

MR. BROWN: But in one State I think it's about
eight eight programs that are involved in the subgranéing
of their money to one of the states. So that takes
a big chunk out of that.

But in the majority of the states, the money
is actually going for the most part to the one State
support program.

I know this issue has been raised before, but
let us have each of the programs earmark two percent,
four percent, x percent of their money for natidnél support
and State support.

I would just would suggest to you that it would
be hard for me to conceive of that kind of an approach
to the utilization of a State support money and national
suppo?t money to be used effectively and efficiently

and in the best interests of the clients.

MR. MENDEZ: But that is what in fact is happening .

in Dan's case.
MR. TAUBMAN: Excuse me. I don't think that

is happening in our case in.Coloradoz.. We are a subgrantee

| of Colorado Rural Legal Services and our funds are given

as part of the grant to Colorado Rural Legal'Services
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and then they are transferred to us.

MR. MENDEZ: Yes, but there is an agreement
with Colorado Rural Legal Services in E1 Paso or in Pueblo
where ﬁhey all function on that.

MR. TAUBMAN: There has been an agreement,
I guess, for approximately the last 10 years that my
program will serve as the State support office for those
programs, but the other programs wouldnnot donate the
money or contribute part of their funds to the Colorado
Coalition of Legal Services Program as the State support
office. Our funds come primarily from the Corporation
grant that is in effect a subgrant for State support
funding specifically.

MR. BROWN: ﬂLet me give you this reaction to
that suggestion at least from the perspective of New
York, Mr. Mendez.

There are 19 programs in New York that my program
provides support to. Let's say that each of those programs
was given their pro rata share of my grant and then given

a choice to provide X amount of dollars and spend'X amount

of dollars in State support.

A couple of things: One, there is not a program

in the State that in the last 11 years that I've been
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in the State support center that has exhibited any kind
of interest or desire for that to happen.

Or to put it another way, I have not heard
a single complaint or concern that that is the method,
the present method has any problems or is inadequate
or does not serve their needs.

On the contrary, my guess would be that if
you spoke to those 19 program directors, you would £find
out that, one, they would -- I‘would make a wager --
send the money to State support to continue our operation
basically as it is.

and what‘would the net result be? WNineteen
programs having to go through subgrant arrangements to
accomplish whaﬁ we have now, increasing the red tape,
the bureaucraCy; the whole business to accomplish what.
I gugss I'm not sure.

| MR. TAUBMAN: Let me suggest that if the require-

ment were ncot mandatory that they provide State support
services, I think the individual programs might interpret
the term:State support services loosely and perhaps use
the monef for their.ordinary expenses and thereby,iin
egsence, eliminate the very fun;tions.ﬁhat a State support

office is intended to Fulfill: "
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MR. BROWN: Along that line, I would just pass
an anecdote. At the last meeting, I suggested, for example,
some things could come across :in.a program that_despite
their best wishes and desire, if they were given the
option to spend,:say, four percent on State support --
Despite their desire to do that, certain things can happen
and do happen in programs:that would put programs in -

a bind and not let that happen.

For example, I suggest that maybe a contract,

a labor contract, Qould be negdtiated in a program which
would require some normal pay raises and there is no
increase in thergrant. My guess is that the Board of
Directors of tﬁe local program, much as they mightbe
convinced that State support would be a nice way to spend
their money, would probably fund their labor contract.

The anecdote is that John Akher came up to
me at the meeting last month and said, "You know; Steve,
that was an interesting example. I know that if my choice
was having to fund the labor contract which I was forced
to sign or funding State support, I would have no choice.
As much és I wanted to fund State support, I would have
to fund the labor contract.”

Take my program right now. I'm affiliated
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with a prcgram in Rochester, New York. We are in the
lowest renﬁ building in the City of Rochester which is

a preservation building. It's being rehabbed. It's
going to become now a high rent district building and

we are going t§ be leaving in the next four or five months.
We are going to have to spend significant amounts of

money on relocation and higher rent.

Aulocal:program faced with unexpected higher
expenses like that would not fund State support possibly.
They would have no choice.

MR.'MENDEZ: I'm going to have you go for a
few more minutes.

MR. BROWN: Lastly, let me move on to your
concerns as I've heard articulated here in:the last couple
of months that there are some centers -- the;e are some
étatesbthat do not havg State support and there are some
states that have low level State support. Is there énything
we need to do?

Well, as I suggested beforé, one approach is
to look at State support on a larger basis and hope to
get .some appropriétéd funds ﬁo even out in the long run
the disparities as they might exist.

But with respect to the short run, I would
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;uggest that before doing anything to refund or fund

the seven states or the territories or the District of
Columbia that some close looking be taken as to those
entities before any decision is made as to redistribution
of the funds.

With respect to -- And a needs assessment in
each of those state or territories should be performed,
an analysis of what their State support needs are.

With respect to determining whether those State
support needs should be funded, it seems to me that some
of the relevant criteria might be the current lewvel,
as I mentioﬁed before, of that State's funding. Another
criteria migh£ be whether the State is a state-wide program.
If the program is already state-wiée, it may be already
providing some of the key State support activities.

MS. BERNSTEIN: I really need to interrupt
you and ask you a gquestion. When we were going thrcugh
and we were talking about the funding formula generally,
I'd have to go back and check the transcripts, but I
know that PAG opposed my feeling or my suggestibn that
we should factor in State support funding into the éuestion
of per capita funding.

And once again I'm faced with the situation
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that ancidea which is good for one situation is —- or

an idea which is bad for one situation -- I was opposed

by the State support centers at that time. They saié,

no, you should not factor it in per capita.

I noticed when I got your letter that now you
think it's a good idea when it's a guestion of the Stéte
support funding to factor in the per capita.

MR. BROWN: Here is what.I'am suggesting. I
am suggesting that on a long term basis that that should
not‘be a consideration, that having an adeguate State
support operation should be the criteria irrespective
of what the State funding is.

MS. BERNSTEIN: But we should only judge the

adequacy of the support operation for the ones that have

not yet been funded. We should not take an objective

look at the entire funding of State support.

MR.. BROWN: Well, I'm talking about a longer
range picture down the pike. We don't see money on the
horizon to do what ny goal would be. That is to fund
everybody at four percent.

But I understand that the heavy concern you
have here with respect to the immediate situation or

the perception that the immediate situation cries for
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some action to end some ineguities.

What I'm suggesting is the inéquities really
I don't think ére there,éxcept possibly for the State
of Delaware which is at $7.80. I don't think that in --
And I think the absence of the inequities at this point
with no dollars around and with respect to the solution
having to be the redistribution of funds that are already
out in the programs doing the work,.l just don't think
that that is the best solution for dealing with inequities
that really may not exist.

MS. BERNSTEIN: But, see, your'assﬁmptioh'is
the programs that aré already out there are doing the
work and the ones that don't have anf funding therefore
donit. |

MR. BROWN: I'm assuming, for example, that --

MS. BERNSTEIN: We're not taking an objective
look at everybody.

MR. BROWN: I'm assuming that the Stéte of
Nebraska, for exaﬁple, at $9.20 right now should be able
to proVide-Gertain suppoft services when jou compare
it toi¥tates liké New York which are at $8.26.

| I just am concerned that there is a sense that

the higher funding level should have no relation'to whether
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there should be some State support  activities already.
MR: MENDEZ: I think we recognize that.
Steve, I tell you. We recognize what you're saying.
It's my concern as well. I will tell you that your letters
and subsequent comments, those materials crystallized
my thoughts. I am very concerned about that aspect of
it. We have to figure out some way to address that.

Maybe the direction we have to go is look at
Delaware this year for some funding increase for them
right now and worry about the rest later.

MR. TAUBMAN: We would certainly be supportive
of some kind of approach. I cén séy also that we in
NOSSU will of course be willing to-work with the people
in Delaware and theother six states in helping them to
establish State support operations.

MR. MENDEZ: For everyone in the audience,
the air conditioning is off. We are trying to get it
back on. If you notice the Board, some of us are more
courageous than others and have already taken our jackets
off. Please feel free to do that. We are trying to
address the issue. As soon as we get it, everybody will
be happier.

MR. BROWN: Well, at least for the short run
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term again, I think that it's inevitable that you're
going to take a look at the current funding level of
states and that you should look at that with respect i
to whether or not you are going to do something immediately
to fund states.

And, again, I suggest Delawafe may have a special
case. You know, again, whether a program is state-wide --
If itls state-wide, it could be that some of those impor-
tant State support activities are already existing or
at least-they won't be as pressing for certain states
that have 19 programs like New York and that the State
support needs might not be the‘same.

| And qf course there is tﬁe geographic size

of the size. I mean Delaware. I'm not going to knock
Delaware, but it is a pretty small State. My guess is
that a lot of the activities that State support needs
to support New York wouldn't be appropriate-o:‘necessary
to be funded in Delaware.

MR. MENDEZ: All right, I'm going to give you
two more minutes. Then I'm going to turn to Dan.

MR. BROWN: Well, I have coﬁpleted my presenta-
tioﬁ. I hope in light of that this particular proposal

will not be approved.
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MR. TAUBMAN: I sefise from what you're saying,
Pepe, that you're not inclined to -- that you may not
be inclined to go along with the staff recommendation
at this point. I hope that would be the case.

MR. MENDEZ: We may equalize everything dollar
for dollar.

Smile, Steve.

MR. BROWN: I hope before anything like that
happens we would get more of a chance to comment.

MR. TAUBMAN: If that is the case then, I would
just as soon defer any further rematrks I might have in
regard to the staff proposal. If you wish me to comment
on it, I will be glad to.

MR. MENDEZ: I will advise you that at the
next meeting we will make a £inal determination as to
how we are going to allocate in each of the programs
for the ensuing year. We have all pf your materials.

We have the staff'é materials. I can't speak for the
Board, but I have some ideas of my own. Hobefﬂlly, like
everyone on this Board, my ideas will carry the day.

Mr. Smegal looks at me as though his ideas are the ones,
the only true and correct ones.

MR. SMEGAL: Well, that's true.
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MR. MENDEZ: But I think with your presentation
and materials you gave us before we have it #ery clear
in our minds. We understand therarguments.

MR. BROWN: Just one furthér footnote that
just came to mind: You know, the Indian programs have
asked me to point out that the per capita computation,
it does not éppear. It accounts for the Indian, the
Native American population in.a number of states.

For example, in Arizona, I think it's 39 cents.
That is pased only on. the field base. That'é really
an inflated amount because the State support activities
in Arizona also suppert the Native American program which
gives it a larger count which would then bring the State
support amount from 39 down. I think there may be a
number of states that may be affected that way.

MR. MENDEZ: Do you have a list of other states?

MR. BROWN: Well, the other states that get
Native American funds are all affected I think in some
way .

MR. MENDEZ: Now, Dan, you asked me on numerous
occasions about training and I want to hear your ideas

on the record in front of everyone.

MR. TAUBMAN: Thank you, Pepe. I really appreciate
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the opportunityfto talk to all of you. I would like

to take about 10 minutes just to talk to you about training
which 1is an area where I know that you have not given"

a great deal of consideration because you have focused

on: areas that you have given priority to.

I might say you are in the dark about training.

MR. MENDEZ: Can you turn this light back on?

MR. SMEGAL: Only that end oﬁ the Board is
in the dark.

MR. MENDEZY. Okay. They say the lights eut
are to keep the -—- There is a compressor out. The other
units have been turned up to full capacity and someone
will be up soon to adjust the lights and maybe that will
help.

MR. TAUBMAN: I would like to tell you briefly
who I am and why I think training is important and why
I think you should give some immediate consideration
to that area.

As Pepe mentioned, I am with the State support
office in Colorade, thé Colorado Coalition of Legal SerViées
Program. I am also the chair of the Training and Resources
Committee of NOSSU. And I am a member of a committee

of the American Bar Association's Private Bar Involvement
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Project that is concentrating on issues concerning training
for pro bono attorneys.

In my capacity as director of the State support
program in Colorado, I plan and coordinate about eight
to 10 training conferences per year. I have served as
a trainer in some of them. I served as a trainer on
Staté, regional, and national basis in some areas. I
have coordinated training for Legal Services staff, including
attorneys, paralegals, and support stéff. I have also
done client Board training.

In addition, we have been increasingly working
in the area of providing training.to some 3,000 pro bono
attorneys in the State of Colorado and have been trying
to do that over the past several years.

When I talk about training, I would like to
start by telling you what I am not referring to. I am
ﬁot referring to -- I'm not going to talk about a lot
of different areas that might be considered within the
area of training such as desk manuals which are a kind
of training or co-counseling where we in the State support
offices$ as more experienced attorneys, serve as mentors
or teachers for less experienced attornejs.

Nor am I going to deal with task forces which

1
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we also have which are also a form of training.

Rather, I am going to focus on the traditional
kind of training events that private attorneys normaliy
attend that are put on by the Continuing Legal Education
programs in states and by various other private commercial
entities.

I think that training is ﬁery important. It
is required by the Legal Services Corporation Act in
order to enable us to provide the best representation
possible to our clients.

The NORC study that was referred to before

lconcluded that a great majority of the attorneys and

paralegals and project directors believed that traininél
was very important. That was true both for substantive
training, which is training involved with certain specific
areas of law such as welfare law, consumer law, housing
law, and skills training which is kind of how-to training
like trial practice or negotiation or interviewing skills.
In addition, a study was done by Carol Mosely
who 1s the training coordinator of the Texas State Support
Center and it concluded that training was véry important
and also very wvalued by the staff in Texas who had attended

the training conferences there.
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Specifically, a survey that she did at the
beginning of this year concluded:in part that about oné—
third of the respondents indicated that their win rate
increased following training and on average they estim@ted
that they won 35 percent more caseé.

| Also, nearly 40 percent of the participants
increased their case work subsequent to the training.
And that increase in productivity was more than double
for inexperienced staff, suggesting that new staff training
should remain a priority.

It<also concluded that training materials were
used by a great majority of the trainees after their
return to the office.

All of these statistics indicate that training
can be wvery valuable in the long term to enable Legal

Services staff to provide better representation to their

‘clients.

What then is the problem concerningltraining?
I think that there are two main problems that
I am going to suggestlto you. One is the inadequacy
of resources. Second is the need for greater planning
in the Leéal Services community in this area.

First, with regard .toiinadequate resources,
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one of ‘therresources that we have are the regional training
centers. As you know, there were efforts made to defund
the regional training centers a few years agc and earlier
this year the Board indicated that it would cut their
funding by 21 percent.

The State support centers, which provide a
great deal of training throughout the country, had received
very little money specifically set aside for training
during the past five years.

This year, as you know if_you have read the
latest issue of the'LSC_Program Notes,'$151,000.was.distri~
buted in mini-grants. As you may not know, there were
lllagpplicants for those grants and only 16 grants were
awarded.

Last year, by contrast, there were 30 grants
awarded. This year four grantees received over 50 pefcent
of the money that has been allocated. The fact that
411 applications were:training assistance indicates that
there is a great perceived need for additional resources
in this area.

Onezof the areas that we have considered putting
on training in Colorado is the‘area of alternative dispute

resolution. One of our attorneys in a rural area reguested
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us to put on training in the center for dispute resdlution.
And Colorado presented a plan, but the ?roposal was too
extensive for us to fund. It would cost about $6,00dl

About a year ago, Or actually over a year ago
when I heard that the Legal Services Corporation was
interested in funding training in this area, I contacted
the Legal Services Corporation concerning this. For
more than a year I have been in contact with the Legal
Services Corporation and have failed to receive any satis-
factory response concerning the ability or the availability
of funds in this area. I have been assured that there
would be a request for proposals forthcoming and there
were not. I was assured that funding would be available
and there has not been,

Most recently, I contacted Peter Broccoletti
and somebodyAffom his staff called me back. I explained
the problem to him and he said he would get back to me
in a few days. He never did get back to me.

I understand that this year the Legal Services
Corporation had'allocatéd.a haif'a million dollars in
the area of*élternative dispute resolution and that none
of that money has been spent.

I am concerned that money is allocated in areas
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like this and is not'being made available to the field
programs for training.

Finally, pro bono attorneys: The new and priorx
regulations regarding the PAI reguirement reéognized
the importance of training both by private attorneys
of Legal Services staff and training for pro bono attorneys.

There have been no provisions made to assist
the programs in providing such training.

In Colorado we have been making particular
efforts to do this and there have been similar efforts
in other states. Let me just tell you briefly about
accouple of things we have been doing.

Earlier this year in June we co-sponsored a
program on Social Security disability law that was funded
by the State Continuing Legal Edﬁcation Program out of
a special pro bono fund. The training was provided free,
but priﬁate'attorneys had to agree to take two pro bono
cases in the area of Social Security disability. We
had between 90 and 100 people participate in the conference,
about. 60 of whom were private attorneys. And there will
be additional private attorneys signed up to watch the
program on video tape throughout the State.

We believe that was a significant agset to
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enable us to provide pro bono attorneys with more training.
MR. MENDEZ: Dan, I have a guestion.
How do ycu determine what the program:z-- what
areas you should be training in?
MR. TAUBMAN: I!m glad you asked me that guestion,
Pepe. Every year we do a training needs assessment survey.
MR. MEﬁDEZ: I told you Izcwas going to ask

this question.

MR. SMEGAL: I thought you were reading off

‘his list.

MR. TAUBMAN: Every year we do a training needs
assessment survey of all the Legal Services staff. And
we ask guestions about what they —-- And ask people to
rate the order of priority what they believe is their
most important need for training. We do that for support
staff, paralegais, and attorneys. We tdse that as our
primary basis for determining where we.are going to do
training.

Many other states do the same thiﬁg. Sometimes
we have added input from the project directors because
they have a particular interest or a particular need
for training. We take that into account when we plan

our training.
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So our training is pretty much a function of
that traininqtneédé assessment survey.

MR. MENDEZ: Let me interrupt.

Steve, did you get a chance to go next door
and lock. at that?

MR. BROWN: Not yet.

MR. MENDEZ: Well, it's gone now.

- Dan, do you think we can make use of that?

Do you think that would be a good method of training
people nationally for basic skills?

MR. TAUBMAN: Pepe, I think the new training
technology using an interacti&e video disc method has
a lot of potential. I think that it is something we
should certaiﬁly e#plore to see how it will work in the
Legal Services program.

As I mentioned to you, I would be happy for
us in Colorado to participate on a pilot basis with the
interactive video disc technology.

I think there are some gquestions that might

be raised about how effective it might be in skills training

as opposed to substantive training and, secondly, about
the adaptability of substantive law training for each

particular State.
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But those are concerns that I think will be
addressed and I think it is certainly worth pursuing.
It may be very expensive. The article that was distributed
before concerning the NYU program indicates it may cost
$150,000 to develop one single training package. And
of course in addition to that, we need computer technology
which programs don't have. And that technology has to
be -- Or the interactive video disc technology is used
on an individual basis.

So even we, for example, in Denver were to

acquire the necessary hardware to do that, either we

"would have to be able to ship it all over the State or

people would have to be ableée to come to Denver on an
individual basis to use it.
Or 6f course the other alternative would be

to make the hardware available in half a dozen locations

- around the State so it would be more easily accessible.

But as I said, I think it is certainly worth
exploring as an alternative.

The‘second problem that I mentioned that I
see wiéh training is insufficient planning and cdordination
on a national basis.

The regional training centers do an excellent
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job of meeting on a regular basis and sharing their informa-
tion. Theirtctraining is limited to skills training.
There is not very much coordination right now on the .
substantive training. 8o there is very little way now
for me in Colorado to know what people in Tennessee are
doing in the areas of welfare law or consumer law or
Social Security disability so that I might be able to
take advantage of what people in some other State have
been doing or for them to take advantage of what I've
been doing.

S0 in response to theée two problems,.I would
like to propose two solutions which I would hope that
yvou would consider and maybe adopt.

. The first is in connectipn with greater resources.
That you consider asking the Congress for additional
funding specifically for training for 1987.

I think that the amount of that training need:
is something thét'could be determined by use of my second
proposed solution.

My seéond éroposed solution is that the Corporation
begin now.torstart a national planning pfocess regarding
training. I would propose that the Corporation convene

a task force or working group of people involved with
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1| | training coming from field programs, State and national

3| | support, regional training centers, law schools, and

3| | Bar associations, and that it bé coordinated with the

4| |National Training Coordinator of the Legal Services Corpora-
5| 'tion in order to discuss various guestions like the amount
6| lof money that should be requested from the Congress. for
7111987 and also the guestion of how interactive video disc

81 | technology coﬁld most appropriate be used and, third,

8| |how coéfdination_eould better be achieved on a national

10t |basis, whether that might be through a national newsletter
11| |on the area of traiging or some other method.

12 So I would hope that you would give serious

13| lconsideration to thesewproposals. I would be happy to

14| |answer any_quesﬁions you might have about training.

15 MR. MENDEZ: Give me one minute here.

16 Joel, I want you take a couple of notes. I

17| |want you to réport back next meeting concarning the feasi-
18 bility'of havihg a national-pianning group to discuss

19| |[training and the objects of training.

20 He's made some suggestions, but.I also want

21} jto incelude CLE, West, and CCH, Matthew Bender,-these

22 | jgroups aS'an overall planning group on how to perform

23 | lnational training, and Hyatt Legal Services.
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Report back as to what you think the feasibility
is. Talk to bén a little bit and discuss that. |

MR. THIMELL: Fine.

MR. MENDEZ: Yes, John?

MR. MOLA: Mr. Chairman, may I speak to State
support funding?

MR. MENDEZ: I'm sorry?

MR. MQLA: As=to State support funding.

MR. MENDEZ: State support monies?

MR. MOLA: Funding.

MR. MENDEZ: Just a minute.

Let me find out if these gentlemen are completed.

MR. TAUBMAN: Yes. I would just like to say
that I have not shared with you any written statement
because I realize that you have plenty of information
to read, but I would be happy to prqvide you with a short
written statement or perhaps a copy of a letter that
I had written, that Carol Mosely and I wrote to Pepe
in May at his request concerning the need for additional
funds for training.

The one thing I would like to emphasize really
is that I think there is really an urgent need for money

for training. I don't think I stressed that really,

i8]
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but in Colorado we really have been using money from
one-time grants from a long time ago that are now running
out. So in order to provide training, it's going to i

be extremely difficult for us to do that next year. 1
don't know how we are going to be able to do 1it.

Qur alternatives a;e-to try and take some money
out of our existing funds which would mean we would have
to reduce services somewhere. We are trying some alterna-
tives where we are charging attorneys, private attorneys

at one level and a lower level for pro bono attorneys,

‘but we're not sure if that will raise any money at all.

But I think the situation in Colorado is similar
to that in many other states.because the money has not
been provided and because the money for the regional
training centers will in all likelihood be reduced. There
will be a severe immediate and pressing need for money
to assist the progréms in putfing on training so that
the Légal Services staff and pro bonolattorneys can provide
quality representation.

Thank vou.

MR. MENﬁEZ: Thank you.

I'm sorry that we can't make the air conditioning

function.
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Joehn, whf don't you come up and address us?

First, do you have any rebuttal remarks?

MR. THIMELL: I did want to make one point
of. additional comment in response to Mr. Brown's point
aboﬁt the states being overlfunded in comparison with

his own State and some of the others.

He spoke only to the seven completely unfunded

State support states as they exist, but we would also

bg extending additional funds to several low funded State.:
support programs. Many of those are extremely less funded
than his own State. Florida is at 780, Indiana at 78b
and Illinois}770, Texas 796, Pennsylvania 903, et cetera.
So it wasn't just seven that were going to be benefitting
from this at the expense of the others.

When you add the two together, basic field
and State support per capita and establish a national
average of 872 --iWheatit's.combined, there are only

three programs that would be getting new funds that are

| significantly above that and two right at it at 879.

All the remaining programs are in fact below the national
average when you combine the two statistics.
MR. TAUBMAN: I would just like to mention

in response that under the staff proposal there will
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be 25 State support programs that would lose funding

and, in addition to the seven that don't have any funding
right now, thefe would be only eight other states that
would get increaséd funding.

Thank you.

MR. MENDEZ: John?

MR.lmdLA: I believe that State Ssupport funding
should be expanded to fund State support in all states,
territories, and the District of Columbia.

However, I do not believe the way to achieve
that goal 1s by cutting existing State support grants
in 1986 .by 10 percent.

I would submit that the goal'of State support
fugding‘shOUId be four percent of the basic field grants
within the State. However, we shouldn't cut existing
grantees to achieve that goal.

Rather, I would submit, we should use new money
to achieve the goal. We can star£ with one~-time gfants
out of LSC surplus in 1985. Those funds can be augmented
by the Corpcration seeking, as Ms. ﬁernstein and others
have recommended, a supplemental appropriation from Congress

to fgnd_sﬁpport and: other neceésary expenses in the national

'deliﬁery system.
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Or we can.use,.in additidn,.any new increases
in future Congressional appropriations.

Another alternative to achieve the goal of
State support funding in each and every State, territory,
and the District of Columbia, is wﬁere states are ndt
funded, the Committee, I believe, should look at the
possibility of backing out State support funds at 13
cents per poor person from the existing basic field grant.

The loss, the temporary loss, of basic field
grants will be;picked up. That is the redesignated doliars
into State support will be picked up under the application
of basic field funding formula as it already has been
adopted by the Board.

Therefore, PAGS: FCC is against the 10 percent
cut as being unfair, ‘as being needlessly disrupti?e of
existing State suppﬁrt entities, and because it further
perpetuateé'and increases funding inequalities.

We would urge the Board to look at these two
other alternatives to achieve that goal that we hold
in common with you.

MR. MENDEZ: Thank you.

MR. MOLA: Mr. Chairman, I also have some comments

on ——
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MR. MENDEZ: Did you have a comment on that?
MS. BERNSTEIN: Well, yes. I'm still a little
bit concerned.' Getting back to the same, all of this
discussion that we have talked about so far as far as
the State support egualization funding. When Pepe suggested
it and we look at the question of whether we were being
unfair in distribution of State support funding, it was
looking at it from the standpoint of the State support
funding aS'apartifrém the per:icapita fudding for the
direct delivery.
The concern that I have relates to the fact
that we are unwilling to look at the -- to fold in the
State support per capita-wise in making our total distribu-
tion of funding in order to equalize across the country.
It seems to be -- I won't say duplicitous, but it seems
to be unfair.
MR. MOLA: Don't: accuse me of that twice.
MS. BERNSTEIN: But to look at it or to refuse
to look at the greater unfairness of our funding formula.
In fact, if we ever go ﬁa the concept that
we are to look at all of that when we do the State support
equalization or attempted equalization, then it seems

to me that we are then putting all the State support
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grantees under what in HR 3222 -- the continuing resoclutions
of -- to coﬁer '84 that wés then adopted in 1985. A

section of that said each grantee funded in fiscal yeér

1983 pursuant toc the number of pooxr people living in

the geographical area shall be increased by equal percentage.

You know, we are starting to mix up then how
are funding is mandated, at least under the continuing
resolution.

My comment is that I think it is a very difficult
guestion to start saying that we are goiﬁg to do some
taking into account of per capita funding andn%e are
not going to do others.

I am just very concerned about the equalization
problem.

MR. MOLA: The funding basis has always been
different.j;For,basidifiéld,rit's been census based.

There are components of the-delivery that are non-census
based. |

I don't think that what we are saying is that
we want to perpetuate ineguality. What we are saying
is that we share that goal to do away with inegqualities.
The funding formula is doing it for the basic field.

I am suggesting two other alternatives to achieve that
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same equalization funding in the State support category.
And I don't think the'monies need to be-co—miﬁgled. I
think we can look at them as separate grants with sepérate
funding rationale and history.

MR. MENDEZ: The next gentlemen?

MR. TEITELMAN: My namé is Richard Teitelman
from Legal Services, Eastern Missouri and St. Louis.

I am not trying to comment on the whole area
of State support, but.ourifunding is $8.39 per poor person.

What Mr. Mola suggests would happen of backing out 13

cents per poor person and that would put us at $8.26

per poor person, still 46 cents per poor person below
the $8.72 combined Statg support and local program fundiﬁg.
That%s patently absurd and unfair. |
That is the only comment I wanted to make.
That ié absurd, the 13 cent backing.
MR._MENDE#Q Thank you'very_much.
Okay, John, we are returning now to review
of refunding application forms. We have already taken
the testimpny.f:We‘ére just taking comments ﬁow.
‘MR. MOLA: Mr. Chairman, unfortunately I have --
MR. MENDEZ: I almost thought I would have

you stand up. That way your comments would be short.
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MR. MOLA: But I would drép the book.

I have a number of comments and I think the
best way to do it is to go through and make reference
to the refunding application as it appears in the book.

MR. MENDEZ: Okay.

MR. MOLA: I'm starting on page 72 of the Committee
book.

The firxst concern has to do with I guess what
is called the.cover sheet. It goes to the issue of Board
approval of the refunding application. This has never
been done before. It is not required by the statute.
And I think Pat Pagquette has indicated and Tom has:indicated
the real logistical'problems-that are going to be created
if we are on a six-week schedule and we need Board approval.

In effect, we are probably going to have only
two or three weeks to --

MR. MENDEZ: I think we have an understanding.
There is a wailver available, but before you get:=any mohey
you have to have it in.

MR; SMEGAL: John, it seems to give you at
least another month.

MR. MOLA: Yes. The other point is that it

has never been reguired before and it is not in the
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-statute.

MR. MENDEZ: I understand that.
MR. MOLA: I believe that the December 15th
date is going to help resolve the problem:somewhat.

The second thing on the application is the

statement in the third paragraph that incomplete applications

will hot be pro¢essed. This is not new language this
year.. It's been in last year and previous yéars.

The problem is that this is the first time
that grant applications are not going through regional
offices: My understanding is that there is going to
be a lot of paperwork going through headquarters with
these refﬁnding applications and that ability of close
communication between the field programs and regional
offices is_no lbnger there.

It appears to me to be a very harsh result
for a program; for example, that has collating error
in its xXerox machine or inadvertently-leaves out some
information on the funding application to suffer the
drastic penalty-of not having the refurnding application
considered. That is what this application says.

;t appears to me thaﬁ there should be at least

some provigion for notice and an opportunity for a program
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to cure if there should bhe some problem either mechanical
in copying or inadvertent omission of information.

MR. MENDEZ: I think that is anticipated. It
will not be processed and will be returned to the program
for completion.

MR. MOLA:  Will that happen?

'MR. MENDEZ: Sure. That will happen. That
is what you anticipate, is it.not?

MS. PAQUETTE: There is a 30-day process hetween
November 15th andDecember 15th when grants and budget
will have to process the paperwork for the checks.l We
anticipate that we will use the staff at grants:-and:budget
and anyone else that we can get tO'assist to review those
applications.

MR. MENDEZ: That brings up one item that I
want to make sure.

MS.iFRANCIS:, But more than that, the involvement
of the regional offices, that is the newly éreated‘unit,
whether or not they will be involved in the process really
hasn't been determined yet. -Iiunderstand that they would
also be reviewing it.

MR. MENDEZ: I want to make this very clear

to the staff. If there are any additions to this grant
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application or the assurances typed in, those are not
to be processed. They are to be brought to the attention
ofwthe:.Board.

MR. MOLA: Mr. Chairman, on that point there
are several places on the cover sheet and also in the
assurances where there are assurances required of the
applicant that are more extensive than the requirements
of the statute or the regulations.

In the past, there ha&e been disclaimers either
on the funding application or in the cover letters reserving
any rights that the programs have-under the-statute-or-
the regulations.

MR. WALLACE: Disélaimérs in the form or disclaimer

that were typed in? Where does this disclaimer come

| from?

MR. MOLA: Fof example, I know in my own refunding
application, a cover ietter that went in last year stated
that I was reser?ing'and not waiving any rights that
I might have under the LSC Act or the regulations.

I think that bone ﬁf contention, as Mr. Valois
accurately described it a couple of meetings ago, is
that there is an attempt here to extend rights to the

Corporation by contract that don't exist by statute or
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by regulation.

MR. WALLACE: Why<don't they exist?

MR. MOLA: Because there are no statutory régula—
tory provisions.

MR. WALLACE: We are a corporation.. We don't
have a right to put things in our contracts unless Congress
specifically tells us we can put them in our contract?

MR. MOLA: Well, there is an.attempt to do
it in the cohesion contract, but there are also reservations

e
that have been made every year. That's been a ?oint
of friction and contention. |

MR. MENDEZ: They have not been made every
year. -They were made last year and thaf was the first
year.

MR. MOLA: For éxample, the modifications of

grant amounts by the Corporation could be in violation

‘of the funding appropriations statute as it was this

year.
MR. MENDEZ: Well, now- I don't beliewve that
is true-becauseﬁparagraph 1 specifically says that you
are going to comply with and the Corporation will COmply
with the Act, the rules, and regulations, and the appropriar

tion bills.
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MR. MOLA: In paragraph 10 though, for example,
the Corporatiqn iszasserting the right in its sole discretion
to grant funds in gréater or lesser aﬁounts or for grééter
or lesser periods of time than requested in this application.
Last'year, for example, that assurance was
contrary to the Congressional appropriations statute.
MR. MENDEZ: Obviously the statute overrides
that.
MR. WALLACE: What I am trying to understand
is this. If we have a provision in here that Congress
has told us is iLlegal, then that's one thing. If we
are trying to do something by contract that Congress
tell us we canlt do, I certainly wouldnft‘argﬁe'that
we can do that.
But aren!'t tﬁere areas in which Congress has
not spoken? They haven't prohibited us from doing something.
They haven't told us we have to do something. Are we
required to pass a regulati&n before it can go in our
contract or can we Jjust put it in the contract?
MR. MOLA: I think it would depend on what
you. are: attempting to:do.
My point is that the reservations in previous

years were because there were conflicts in the grant
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assurances.and existing law.

Pepe is now saying that if those same reservations
are included in the 1986 refunding application it is
not going to be processed.

MR. WALLACE: When you mean conflicts, you
mean we put things in here that Congress has told us
we canlt do?

MR. MOLA: Or there is an attempt to abrogate
rights under the statute and regulations. For example,
the defunding situation should the Corporation:ichoose
to reduce my dgrant.

MR. MENDEZ: They can make their provision.
They can make their statements. But before they can
get their funds, the Board is going to examine it, review
it, and make a determination.

MR. WALLACE: I mean we approve contracts.

I know we don't approve individual contracts, but we

are approving this form by the use of our people. It
seems to me when we tell them that this is a good contract
and, if somebody brings it back to you, you can sign

it. If you bring them back a different contract because
of reservations that are written into the contract, I

think Pepe 1is right. It requires this Board to consgider

RUDIGER & GREEN REPORTING SERVICE
CERTIFIED VERBATIM REPQRTERS
4116 LEQNARD DRIVE
FAIRFAX, VIRGINIA 22030

(703 521-3136




-

10

bt

12

13

14

15

16

17

18

19

114

whether or not that is a contract we want to sign. It
may be. You may come and tell us that all I'm doing

is saying that a provision of the contract you approvéd
is illegal and Congress won't let you get away with that.

Then this Board can look at it and say, by
golly, youlre right. It is illegal aﬁd we will change
our contracts from here on out.

But I don't think that we can authorize our
staff to accept unilateral modifications of the contract
form that we havg ap?roved._ I thigk that is what you
are getting_aﬁ, Mr..Chairmén. |

MR. MENDEZ: That is correct.

MR. WALLACE: And I wouldn't want to accept
unilateral modifications of the form that we approved.

MR. MOLA: Or the asSuraﬁces afe in conflict
with regulations that are in effect.

MR. VALOIS: Aren’£ we all talking about this
as 1f we had some real doubt? There was one case where

I differed from Pepe on. There was a real guestion in

‘my mind,:zbutiyou all right now --

MR. MENDEZ: In your mind,.
MR. VALQIS: You are entitled to be wrong once

in awhile:
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You know, I think we're chasing rabbits or
something. If something comes up, then tell them to
make their reservation and we want to fipd out what it
is.

MR. WALLACE: I mean we are telling our staff
if someone wants to sign this as is, go ahead and sigh
it. If somebody sends you a counteroffer, bring it to
us and let's see what it is.

MR. MOLA: What if in my refunding application
for 1986 I repeat the language that was in the cover
lettgrffrom 1985. That is that by_-submitting the applica-

tion and signing the assurances I am not waiving any

of the rights that I might have under the Act or regulations

or the appropriations bill.

MR. WALLACE: In the opinion of.this Board
member, I would like to know what rights you think ybu
have. I mean that kind of a blanket reservation is the
sort of thing I wouldn't sign unless I knew_what you
thought it covered.

I would say, Mr. Mola, tell me what you think
is wrong with this contract. I would like to know it
now rather than before a problem arises.

MR. MOLA: For example, paragraph 10, which

RUDHGER & GREEMN REPORTING SERVICE
CERTIFIED VERBATIM REFORTERS
4116 LEONARD DRIVE
FAIRFAX. VIRGINIA 22036

(703} 521-3:36




10

11

12

13

14

15

16

17

18

19

21

22

23

1le

I believe in 1985 --

MR. WALLACE: Well, Judge Parker agrees with
you on that and I disagree with Judge Parker on that,
but this is going to be for '86.

MR. MOLA: and it aiso probably violates the

regulation on defunding or denial of refunding. Would

then my reservation cause my application to not be processed?

I think I am within my rights to state that
in a cover letter.

MS. BERNSTEIN: Paragraph 10 does not viclate
the regulation on defunding because defunding provides
a situation in which programs may be diminished by not
more than 10 percent without kicking in the defunding
procedure.

MR. MQLA: What the sole discretion will be
of the Board? You can cut me in half. You can cut me
to zero.:

All- I am saying --

~MS. BERNSTEIN: But we are bound to abide by
the Act, the regulations, and the.continuing resolutions.
I mean you'are.basiéally saying that we want some sort
of a loophole here upon which weucan,; you know, base

whatever complaint we have later.
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MR. VALOIS: What he is saying is =--

MR. MOLA: Your sole discretion is unconditional.
-MS. BERNSTEIN: But you're not --

MR. MOLA: All I am saying is I don't think

legally that this is a big area of dispute, but it continues

| because of lack of clarity. It continues to be a point

of friction and dispute.

I know Pepe gets aggravated every time he hears
about one of these cover letters. I think we are acting
like good lawyers.

lMR. MENDEZ : And we are acting like ;ood lawyers
in telling our staff not to accept it WithOut us reviewing
it.

MR. MOLA: But, Pepe, in ﬁhat situation are
you still going to be miffed at me for --

MR. MENDEZ: No. I'll tell you. I wasn't
miffed at you guys. I was miffed at the Corpofation
for ever accepting it without ever re#iewing it with
the Corporation.” I mean that's absolutely -- Without
reviewing it with the Board. That is absolutely ludicrous.

MR. MOLA: What is your view of what I did
last year?

MR. MENDEZ: I think it was wrong, but we have
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and the final decision will be theTBoaralsﬁdecision.
Now you are telling us that you don't like
paragraph 112
MR. MOLA: ©No, lO0.
MR. MENDEZ: Excuse me. 10.
MR. MOLA: I have other comments on 11. I
am using 10 as an example for the reservation issue.
MR. WALLACE: Okay, 10 has some problems depending
on what our appropriations bill looks like. OthérwiSe,
what you are saying is w3at 10 ought to say in its sole
discretiOﬁ within the regulations it is established.
I mean I know that's not the language.

-But what you're saying is that whatever our
defunding procedures are, our reduction in funding procedures |
we will exercise Oﬁr discretipn by following the procgdures.

MR. MOLA: And consistent with the LSC Act
and the regulations.

MR. MENDEZ: Couldn't we just add some language
in paragraph 1 saying that paragraph 1 applies to all
other paragraphs in the application?

MR. WALLACE: Well, paragraph 1 says Mr. Mola
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is going to,com§iy with the Act.

MR. MOLA: I'm just asking for reciprocity.

MR. WALLACE: May we ought to say we're goiﬁg
to comply with the Act.

MR. MENDEZ: Let's change the language in paragraph
1 and do that.

MR. MOLA: The parties.

MR. WALLACE: Yes.

MR. MOLA: The other concern is with -- It's

la different issue with paragraph 11 where the Corporation

is asserting its ability to modify ahy grapt, any budget.
My concern there is that I think the Corporation is abro-=
gating the statutory obligations for local decision making
by Boards of Directors. I think that paragraph 11 should
be stricken.

MRf WALLACE: Tell me exactly how paragraph
11 works? Do you send us @ budget and we approve your

budget or are we modifying your budget or we don't? Exactly

‘'|how does it work? I haven't been through this drill

yvet. I'm still new here.
MR. MOLA: Normally what happens is that we -~
In the past years, when the budget applications go in,

and my personal knowledge is that there has never been
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a modification. :There may have been. And we get a grant
award that!s been based on thé appropriation language.

This seems to say that what could happen is
I put in a budget, for example, to spend $800,000 in
personnel ceosts and $200,000:in non-personnel expenses
and you, for whatever reasons, don't like the dec¢isions
made by my Boafd of Directors and you could modify that
budget submission.

It appears to me that that is an illegal intrusion
by the Corporation into the legal obligations of my_.Board
of Directors and abrogates local control for decision
making. |

MR. MENDEZ: I'll tell you. I'm going to direct

| the staff to do something else in this thing. And that.

is that the president of this Corporation has to sign
off on these things in approving these grants,
MS. FRANCIS: Yes.
MR. MENDEZ: And I don't see any place for
him to sign off on.
MS. FRANCIS: What occurs is that we have is
a signature by the director of the Office of Field Sérvice
submitting the application itself to the --

MR. MENDEZ: Where is that at?
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MR. FRANCIS:- It's on Form A which becomes
a part of the grant document which is then turned over
to the presideﬁt of the Corporation who will accept the
entire application by reference and the grant letter
is signed off on by the president.

There is an additional -~ Well, we don't have
it in front of us, a copy of the grant document, but
the president signs that.

MR. MENDEZ: All right.

Now I'll tell you what I want you to put in..
Under "This.application ‘for:refunding is approved by
the QOffice o0f Field Services in the amount of:," T want
you to put language that the Corporation, that Legal
Services will abide by the Act and regulations and that
sort of thing.

Now that should eliminate all of your problems.

MR. WALLACE: Except, may I say, that it --

I mean it eliminates your legal problems, but it just
means if we don't agree on what the Act and regulations
mean, we're going to be fighting about it later.

I appreciate Mr. Mola calling 10 and 11 to
our attention, and, 1f there are any dther areas where

we have problems, I wish somebody would call them to

oM
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our attention because mavbe we could come to a common
understanding.

MR. VALOIS: I don't think the change does
a thing. It seems to me what Mr. Mola is saying is that
we are treating the Act and the regulations as minimal
requirements and in addition to that there is a certain
discretionary area which is neither prohibited nor:regulated
by either'Congress or by our Act and rules and therefore
we have the discretion to impose some additional standards
or additional conditions and we may do so and you're
going to agree that we can do so and you're forevér giving
up vour right if we properly exercise our discretion.
1f we're not properly exercising our discretion, Mr.
Mola is going to sue us and we're going to lose if we
are exceeding our authority or somehow in soﬁe other
way acting arbitrarily and unlawfully.

So, you know, I think that tinkering around
with saying we;re both going to obey the law doesn't
do a thing.

'MR. MENDEZ: I understand. It's one of the
issues that he raised. And I really believe that there
ié nothing here that says we are going to follow the

law incthis contract. I'm with you. - I think we ought
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to tell everybody, the world, that we are going to follow
the Act and the regs.

MR. MOLA: And in 1986 I probably will have
the same cover:letter and I hope you will not not process
it for me.

MR. MENDEZ: It may be processed, but I will
tell you that the staff will not process it. It will
be brought to the attention of the Board before it's
done and it will be considered by the Board.

MS. BERNS?EIN: Gail, in paragraph 11, what
is the purpose of that? |

MS. FRANCIS: Well, what it is -- I think John's
absolutely right. Thefe are probably very few occasions
where the Corporafion would actually enforee:.its right
to modify a budgetf

MS. BERNSTEIN: Has there ever been?

MS. FRANCIS: I don't specifically recall.

It dccurs more with some of our one~time re¢ipien£s rather.
than the annualized basic field programs.

MR. VALOIS: I'm ready just to say that if
somebody submits a proposal to us andgsays and part of

this is we want 17 chairs and we strike out 17 and put

12 down, he's assented to it in advance. That's what
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I understand it to mean. Beyond that, I don't know what
it merns.

MS. FRANCIS: It could mean that. I think
it is presumably to prevent ludicrous kinds of applications
from being submitted or something that is totally out
of line with the kind of work that they should be doing.

MS. BERNSTEIN: You know, the thing of it is
is I'm wondering whether we are not obligated as the
Corporation to have this grant assurance in the contract
in order to -- Or that this coincides with the setoff,
you know the question of unreasonable —; What is an unreason-
able expenditure? Thisssimply helps the program out
by telling them in advancé what we would consider to
be an unreasonable expenditure.

If the program had planned to spend two-thirds
of its budget on administration and we say that probably
isnot a good idea, that's unreasonable, then -- .Yourknow, -
I'm just simply saying that‘maybe this is the kind of
preventive guestion for a later setoff situation in which
we are obligated to set it off because nobody can justify
what was done.

Do you understand what I am saying?

MS. FRANCIS: Yes. I'm not sure that a setoff

RUDIGER & GREEN REPORTING SERVICE
CERTIFIED VERBATIM REPCRTERS
4116 LEONARD DRIVE
FAIRFAX, VIRGINIA 22030

(703) 531-3136




—

w

10
11
12
13
14
15

16

17

18

19 |-

125

will occur. There might be —-- Again, there would be
a redesign of the budget more than a setoff. The setoff
is a different process.

MS. BERNSTEIN: I understand. I am simply
saying that this is preventative. The setoff happens
after it's been spent. Somebody spends money for 18
P@'s when they have 12 secretaries. That is an unreasonable
expense. If that were in the budget, we should, vou
know, be in a position to modify it.

MS. FRANCIS: Yes.

MS. BERNSTEIN: That's the cbnnection I see.

MS. FRANCIS: Thé only other gquestion I wanted
ﬁo direct to Mr. Mendez is do we or do we not want to
include the language that, yes, the Corporation will
abide by the Act and the regs? I was thinking to perhaps
include it on the letter that is signed off by the president.

MR. VALCIS: The Corporation is bound hy the
statute as is Mr. Mola to obey the Constitution, the
law of Washington, D.C., and the LSC Act, and abide by
its own regulations insofar as it is duty bound to follow
them. I don't really thinks that édds anything. To
me, it adds nothing.

MS. FRANCIS: I agree. That's why we -- Well,
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we did. alert our superiors about the modifications +hat
were made to the '85 applications. I guess in my mind
it had no additional -- Of course they have their rights
under the Act. and the regs.

MR. MENDEZ: 1I'll tell you. Tom has some proposed
language here. ‘What I want you to do is lock at Tom's
proposed language. John, you make some proposed statements
about what you think is or is not appropriate and get
it to us in the next, let's say, two weeks.

MS. PAQUETTE: Five to seven days. These have
to go to the printer in order to be reproduced and mailed
to the programs. We have five to seven days to méke
modifications.

MR. MENDEZ: Okay, then wel're going to do that

|right now. Let!'s take these issues one at & time.

MR. SMEGAL: I propose an amendment to péragraph
1 on page 73, subparagraph 1, which reads: "It will

comply with the Legal Services Corporation Act of 1974

_|as. amended, and applicable appropriation bills;" ~- John,

are you with me so far?
MR. MOLA: I'm sorry. No.
MR. SMEGAL: The second line after you have

agreed to comply with the Legal Services Corporation
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Act. and applicable appropriation bills I would propose
we would insért the words between the semi-colon and
the word the "All lawful requirements of the'rules,“
continue, continue,

The next line down whefe it says --

MR. MENDEZ: Wait a minute.

MR. SﬂEGALi I put in the words "all lawful
requirements."

MR..VALOiS: After "the?"

MR. SMEGAL: Before "the." So it would be
"All lawful requirements of the rules and-regqulations,
policies, guidelines, instructions, and other directives
of the Corporation;“

Then I would make one other change.

MR. MENDEZ: Do we have somebody from the Corpora-
tion getting this?

MS. FRANCIS: Yes.

MR. MENDEZ: Do you understand what we're doing?

MR. VALOIS: All they have done so far is add
"all lawful requirements"uzdfter the semi-colon in the
second line.

' MR. SMEGAL: Okay. Then I would change the

semi~colon after "Corporation" in the next line where
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it says "directives of the Corporation." I would change
that semi-colon to a comma, delete the "and" and put
in the word "including." So the whole thing would reéa:
"Al1ll lawful requirements of the rules and regulatidns,
policies, guidelines, instructions, and other directives
of the Corporation, includiﬁg the LSC Audit and Accounting
Guide for Recipients and Auditors,"” et cetera.

Got to obey the law, John.

MR. MENDEZ: Now, does anyvbody on the Board
have any objection? |

| (No response.)

MR. MOLA: Nothing appearing, that is what
we're doing.

Now let's -

MR.. VALOIS: Let's ask Mr. Mola if he haé any
reservations about it.

MR. MOLA: I still have a problem with paragraph
10.

MR. MENDEZ: Let's go after 1. We're just
éoingiafter 1 and cleaning that up and tohmake sure that --

MR.. VALOIS: Is 1 acceptable to ybu?

MR. MOiA: That's fine.

MR. VALOIS: You have no reserwvations about
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MR. MENDEZ: That will handle your reservation
paragraph that you had before.

MR. MOLA: In the general state.

MR. SMEGAL: The general reservation you had.

MR. MOLA: As to paragraphs 7, 10, and 11,

I think we still have problems.

MR. MENDEZ: All right, different problems.

MR. MOLA: Different problems.

MR. MENDEZ: Paragraph 7.

MR. MOLA: Paragraph 7 I believe is over broad.
Basically what it does is grant fo the Corporation the
riéht to access the whole records, books, documents within
the Corporationii-- within the recipient.

Fof example, I don't believe the Corporation
has the legal right to those records that pertain to
qulic funds. I believe therefore that 7 is over breoad
and perhapé can be. corrected by including language that
says that you have the right to access to Legal Services
Corporation funded activities.

MR. WALLACE: Thatls.where I think Congress
has neither prohibited nor required. I don't know whether

we should want to see what kind of funds you're getting
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from Rhode Island or not. I mean thatls a policy question
that I hadn't thought about before I got here.

MR. VALOIS: I can see reasons why we would
want to have that information.

MS. BERNSTEIN: Yes, we have to.

MR. SMEGAL: Does this application request
information such as that? |

MR. MCOLA: For example, I know in the recent
round of monitoring that's occurred in our region there
have been requests by monitors to look at public funds
records.

MR. WALLACE: But if we want it, what law says
we can't have it? This is the area where it seems to
me Cohgress has left‘it.up to our discretion. If we
want to see it, we put it into the contract and you tell
us you're going to let us see it.

MR.‘MAEOiS: And we could get it from Rhode
Island if we wanted to.

MR. MOLA: ‘Perhaps, or it could cause problems.

MR. MENDEZ: Let me ask the Board. Does anybody
haﬁe.any problems with that?

MS. BERNSTEIN: With leaving 7 in?

MR. MENDEZ: We're going to leave 7 in. Does
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anybody have any problems with it?

MS. BERNSTEIN: No. I think it’'s mandated
by our Act.

MR. MENDEZ: All right, next?

MS. BERNSTEIN: It's almost directly frqm the
Act.

MR. MOLA: As to Legal Services money, but
not as to public funds.

MS. BERNSTEIN: No. It says. the Corporation

is authorized to regquire such reports as it deems necessary.

from the recipient.

MR. MOLA: As to activities they do fund, I
agree with you. As to public funds, I disagree.

MR. MENDEZ: What are you reading from?

MS. BERNSTEIN: 8{A) of the Act;

MS. VALOIS: I think Congress has said we have
the authority to ask for that information.

MR. MENDEZ: Which paragraph?

MR. WALLACE: That's 7.

MR. MENDEZ: We have resolved 7. Nobody on
the Board thinks it should --

MR. SMEGAL: I think LeaAnne has hit it right

on the head. Why don't we have as introductory words
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to paragraph 7, pﬁnsuanttto whatever section that was.
I think it's gquoted right there in the Act.

MR. WALLACE: This is one of those areas where
it seems to me Congress has told us -- and I haven't
read the Act -- but Congress has told us that we, by
God, have the authority to look at anything that is going
on with our money. It hasn't told us whether we have
authority to look at what's going on with other people's
money. It hasn't told us we don’t have the authority
to look at whatls going on with other people's money.

In that circumstance, I think it's up to us whether we
want to look at what is going on_with;other people's
money.

Itls not a question of whether it's legal or
illegal. 1Itls bermissible and it is up to us whether
wevwant this in our contract or not.

MR. MENDEZ: I think that tﬁe Board generally
feels that we should leave it in the contracts. Unless
I hear ptherwise, we will take that as an affirmation
and go on to the next issue.

.MR. MOLA: Paragragh 10 appears to be an abroga-
tion of rights that we have undef ﬁhe statute and under

defunding or denial of refunding regqulations. I think
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it should be amended tco reflect that any exercise of

the discretion is going to be within the boundaries created
by those regulations and according to the procedures"

of those fegulations.

MS. BERNSTEIN: That is implicit now that we
put lawful in.

MR. MOLA: Not necessarily, LeaAfne. I think
this perhaps is going to establish another contractual
basis for the exercise of your discretion. It has no --

MS. BERNSTEIN: Lawful reguirements of our
regs, rules.

MR. MOLA: 10 though says in your sole discretion.
Tt makes no refefence to whether -—-

MR. MENDEZ: Let me just tell you what we are
goihg to have here. The Corporation, over on page 72,
is going to have a statement that it will comply with
the Act} the regulations.

MR. MOLA: So if you were to exXercise your
discretion under paragraph 10, it would be pursuant to
the regulations?

MR. MENDEZ: That's right.

MR. WALLACE: I mean we could put in there

in the sole discretion exercised in accordance with
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paragraph 1 where we just said we are going to deal with
the.law.

MR. MENDEZ: I want to have somebody from General
Counsel =- Tim, you are the first one I see. You're
going to write something like that to make sure that
that's complied with.

MR; VALOIS: I don't agree with what Pepe has
just said. I don't think we are limited by —-- This goes
back exactly to the point we just discussed 17 times.

We are pot limited to what is necessarily set out in
the statute or the rules and regulationsg if this is an
area £hat is neither prohibited by Congress or -- If
it's permitted, we can do it.

MR. MENDEZ: That is what I'm saying. All
I am saying is that if it's ~- We are going to be governed
by the statute.

MR. VALQIS: That's right.

" MR. MENDEZ: And if the statute says we can't
do it, then obviously under 10, under your example if
we have those statements in there, we can't do it. But,
for instance, if we want to decrease it by five percent
or three percent or something along those lines, we can

in fact do that.
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MR. MOLA: Under the existing law.

Let's say, for example, you decide not to fund
my application and it's not -- It's a total defundinél
I still have the rights under denial of refunding regula-
tions.

MR. MENDEZ: Oh, sure. éut if we wanted to
take three percent out --

MR. MOLA: Then you're within the 10 percent.

MR. MENDEZ: And we are reserving that right
under 10. And if we put a provision in here that says
that we are going to act under thé‘rules and regulations
and the Act, that should meet your objection.

MR. MOLA: So that your ﬁo exercise sole discre-
tion is not any more extensive thén your rights and my
rights' under the denial of refuhdiﬂg. Similarly, six
months down the road you're goingnto cut my grant, but
you're going to do that pursuant to the defunding regulation.

MS. BERNSTEIN: As fiduciaries we would be --
Our necks would be on the block i1f we're doing something
that is beyond our lawful activities. We took an oath.

MR. MENDEZ: We are not cutting off any of
our rights in excess of the Act if we have those. All

we are saying is we are going to act in accordance with
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the Act.

MR. MOLA: Nor are you expanding them beyond
the Act or regulations in these two situations.

MR. MENDEZ: Well --

MR. MOLA: In the denial of refunding and the --

MR. WALLACE: As I'understand_—- Maybe I don't -
understand it. As I understand it, we have regulations
that determine how we afe going to decide how much money
you are going to get. And we have certain procedures
that we go through if it's more than 10 percent and proce-
dures we ﬁon't’h;ve to go through.

I think the regulations are exhaustive. They
cover all circumstances in which we can cut your grant.

So I don't think we have left ourselves anything outside

of the regulations. If we are acting within the regulations,

we are doing what we said we were going to do.

MR. MOLA: And paragraph 10 doesn't represent
an.extension of those procedures and your rights.

MR. WALLACE: I think I agree with you.

MR. MENDEZ: Sure. I don't have any problem.

MR. MOLA: Paragraph 11: Again, the issue
there is the usurption of the obligations, statutory

obligations of the local Board of Directors to make budget
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decisions. I believe as worded paragraph 11 is in conflict

with the statute.

MR. MENDEZ: No, that's not true because what
we are saying is the Corporation is going to be bound
by the statute and the Act.

MS.:BERNSTEIN: Can I make a suggestion that
I think maybe would help paragraph 11? Just say: "And
assents to reasonablé modifications in the requested
2n

MR. WALLACE: Well, that's the sort of thing
that‘just gets you into lawsmnits over what is reasonable.

MR. MENDEZ: The Corpordtion has already agreed
that it is going to act in-accordance with that. It
is the same answer to 11 as it is to 10.

MR. WALLACE: I want to understand how 11 works
because I didn't understand.: You submitted this budget
and then you're contractually bound to abide by the budget
vou submitted to us? Maybe you are not contractually
bound to abide by that budget. i mean when you send
us a budget, what is.your -

MR. MOLA: That budget can be amended from
time to time by the Board éf-Directors. In fact, the

refunding application envisions that because you have
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columns for variances and budget changes.

MR. WALLACE: When your Board amends your budget,
dé you have to send it up to us for approval?

MR. MOLA: No.

MR. WALLACE: §So you are essentially not contrac-
tually bound by the budget you send us, or are yOu?-

MR. MENDEZ: They are if it's over 20 percent
or. $5,000, or is that only the national support?

MR. MOLA: Thoese are purchases.

MR. WALLACE: “'Those are things that have to
be approved. Those are purchases.

MR. MENDEZ: Well, the national support contract
has that in there.

MR. WALLACE: I'm just trying to understand
what goes on here. I wasn't aware that we had the power
to fine tune your budget through the contract.

MR. MOLA: That is my point. I doa’*t believe
you do. I think that 11 is confusing on that issue
and could be interpreted to giwve you that power.

MR. WALLACE: Now that is one thing where we
could do it, it seems to me; if we wanted to. I'm not
sure it violates the regs. I just don't know that we

doiit. I've never understood us to.
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MR. MENDEZ: Can we do that? Do we do. . thaty
gentlemen?

MR. THIMELL: It's more as a means to approve
the budget:that comes in. As LeaAhne suggested, if an. unrea-—
sonable budget was submitted, we are reserving the right
to say, hey, this is out of line and you can't possibly
spend 80 percent of your budget on administration. Therefore
we suggest you modify this before we accept it.

MR. VALOIS: It's not that. I mean it's not
that we suggest they modify it. Suppose we strike it
out, strike out the 80 percent and insert 30 percent
if we think that is the right amount?

This seems to say to me that he accepts our
modification, period.

MS. BERNSTEIN: If he intends to go on.

MR. VALOIS: And if he doesn't -- I mean he's
accepting what we are going to do in advance. On the
same token, if he submits a budget to us for $300,000
and we say you can't have that, but you can have $320,000,
he's accepted that in advance.

MR. MENDEZ: I'1ll tell you- what we're going
to do. The Court Reporter has indicated she needs to

take a break. I've been trying to force this thing through

'y
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and we're not getting as far along as I had hoped. So
let's take a five to ten minute break.

(Break.)

MR. MENDEZ: Before I turn to any further business,

I need to advise you that tomorrow we will be holding
our meeting in the Lee, Arlington, and Potomac rooms
downstairs someplace. They say that this is the only
place that is out. It!s right down below us on the
first floor. So we will all havezaircconditioning at
that time.

Now we are all refreshed. We have a quorum
baek. Let's get on with it.

Welreren paragraph 11. boes anybody here have
any comments er any motions or any direction?

MR. SMEGAL: Well, I still haven't had a good
explanation of why we need:itzat all.

Who is working on it?

MR. MENDEﬁ: .Joel, why do we need paragraph
117 Xeith? Why don't you three guys sit right up here
in front SO we can ask you questions? Tim, you sit up
here on the frent row, too. You can act as their’lawyer.

MR. VALOIS: I feel uncomfortable with taking

'|this out untillI have an adequate explanation of why
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it's there.

MR. WALLACE: Yes.

MR. VALOIS: I am opposed to taking it out
until we have an adequate explanation.

MR. MENDEZ: Dennis, why don't you come up,
too?

If any of you gentlemen have an answer -- We
are talking about page 74, paragraph 11, which says:

"By accepting these funds awarded . . ."

MR. DOUGHERTY: It occurs to me, Mr. Mendez,
that there must ﬁave been at least one instance iﬂ which
this authérity was used. That is in 1982 because people
submitted budget requests to us, applications, before
the amount of funds that were made available were known.
There were several continuing resolutions. The Corporation
solicited funds bésed on a $399 million appropriations
requegt and got $241 million. I don't know what process
was used to pare down those budgets. There must have
been a process. |

MR..WALLACE: But since we don't contract them
to these budgets -- I mean what we do in that circumstance,
I assume, is we send them less ﬁoney than they asked

for and say you guys budget it as seems best to you.
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MR. MENDEZ: See, the only difference I see
between 10 and 11 is that 10 says we can do it. 11 says
that by accepting the funds, they accept the modifications.
Now I aonlt think that that is fair to the grantee.

MR. WALLACE: Budget is a broad word. It doesn't
just mean we are going to lower the total dollar amount.

MR. MENDEZ: That's right.

MR. WALLACE: Budget is something you can jerk
around on the interior. And I can't -- If we have evetr
done that and iﬁ there is a good reason to do it, then
somebody tell me:abaut it.

MR. BROCCOLETTI: It's normally used for cne-
time grants. It is also wEed for new grantees. For
example, Samoa has asked that informally or:formally
for a grant. If there was a new grant to Samoa or whoever
else, they woulé have to submit their budget proposal
and we would have to review it to see whether it's reasonable|

It's the'sgme thing we do with one-time grants.
We review their budget to see whether they aré reasonable
and we suggest modifications to this.

MR. VALOIS: But that avoids the question.
That is one thing to have an exchange with them and say,

look, change line 29 to so and so. That's better. Resubmit
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1/ | it and we!ll approve it. That's one thing, but that

2| | is not what this says.

3 This says you submit it. We may modify it.
4| 11f we do modify it and: you.accept._our‘mbéney, we are in

a contract. That is what it says. That is what I am

i

6] | having a little bit of a problem with.

7 If there is a reason fér that -- And I can

8| | understand what Dennis is saying. If we think we are

9| |going to get 305 and we only get 212 and we give you

10| | less, you don’t now have having signed this a contractual

11| iright to whatever you asked for.

12 MR. MOLA: I believe that is covered by éxisting
13| | law.~iWhere the appropriation félls short and there is

14| |a reduction in grants to all categories, then we live

15| \with that, but that is covered separately hy statute.

16| |So that situation would not be affected by this paragraph.
17} |You have that right now where the appropriation is less

18| | than what we anticipated.

19 MR. MENDEZ: Does anybody have any comments

20 | las to why we should keep this in?

21 MS. BERNSTEIN: I Jjust have a gquestion zabout

22| |it. Bob and I were talking about it during thé break.

93| |It seems to me that this actually works to the benefit
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of the programs from the standpoint that if there is
a -- that because of the timing of the submission of
the applications, if we have a problem with the budgéf,
yes, we can turn it around and send it back to the program
and say this budget as submitted is unreasonable and
please rework the budget and we're making these suggestions
and if you rework the budget along these lines then we
will. -=_ ¥ounknow, it will be reconsidered.

However, the time is running at that point
and the December check for January will possibly not
go out. S0 I see this as working to thé benefit of the
programs.

MR.. VALCIS: It cuts both ways.

MR. MENDEZ: We have someone in the back.

MS. SMART: What isiunreasonable? What do
you determine iS-unreasonéble accqrding to my State and
according to my program and according to the people I
am:serving? |

Now what you call’unreasonable may be reasonable
from where I sit. So if this paragraph is here, what
I send to you, it .says when I'accept the modification
I'm stuck and there is nothing I can do about it.

Oh, I probably could.come in again, but that
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is tdo late.

MR. WALLACE: Have we ever considered our reci-
pients, and I'm talking about our annualized recipieﬁfs,
not our one-~time grantees,-toibe contractually bound
to us by the budget they send us? |

I mean have we ever considered we have the
right to go sue a recipient because it spent more on
personnel. and less on library books?

MR. MOLA: I don!t believe so. 1In fact, these
budget modifications_are sometimes formally made by Board
of Directors. Sometimes they come up and are within
the discretion of the directors.

For example, there may be someone who leaves
the progzam and you decide not to £i1ll that position
for four months and buy a new copier with that money.
That is not something that is reviewed.’ Or.your rent
goes: up and you have to allocate more money for rent.

MR. WALLACE: I don't know why we would want
to bind you to the budget particularly.

MR. MENDEZ: Joel?

MR. THIMELL: If the Board wefe to chénge the
requirement for PAI, that would require modifying an

awful lot of budgets. That may not always occur consistent
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with a grant year. 1In fact, the requirement has changed
midstream in the past.

MR. MOLA: But those are our Board decisions.

MR. WALLACE: Yes. I mean as long as you make
12.5'pércant -

MR. MOLA: We try to in my case.

MR. WALLACE: I'm sure you do your best. But

I mean exactly how you make it up, whether you spend

that 12.5 percent on personnel or cooperative subgrants
or whate&er you do, we don't tell you how to do it. We
just say come up with 12.5 pércent.

MR. MOLA: In fact, it is the legal responsibility
of my Board to make those decisions.

MR. WALLACE: That's right.

MR. THIMELL: But going from 10 to 12.5 percent,
that is a budgetary modification.

MR. WALLACE: ‘That is a budgetary modification,
but they decide how to get there.

MR. THIMELL: Right. But you're telling them
to modify it.

MR. WALLACE: We are telling them where to
get. We are not telling them how to get there. And

paragraph 11 would permit us to tell them everything.
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MR. VALOIS: What it does to the Corporation,
it seems to me, is that we tell John that he can't have
$£300,000 this year to spend on computers, but he can f
only have $280,000. Without this, there is the possibility,
I suppose, that we sign it and Wwe give him $280,000 and_
next week he says we are in a contract for $300,000 and
I'm going to sue you for the other $20,000. This would
be a defense to that proposition. It may sound a little
absurd, but it is a possibility.

MR. MOLA: You're talking about the grant amount?
I ask for $300,000 and you give me $280,000. You're
treating me differently than the category of all other
basic field programs.. . If::thatzis.more than 10 percent,
I think I would have rights under denial of refunding.

MR. MENDEZ: What happens in a case where we
give a grant for training. Say we give you a $1,000

grant for training and you people don't ~- your group

|doesn't elect to do that?

MR. MOLA: I think if it is a one-time grant
then, as Peter mentioned, I think you need different
assurances in one-time grants. We are not in that situation
with refunding applications. If you give me $1,000,

for example, to do client training and I choose not to
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do that, I think then I have an audit problem when the
auditor comes in and I need to explain to you why I didn't
spend the money.

MR. MENDEZ: But we don't have any method of
forcing you to spend the $1,000 on training.

MR. MOLA: No, but if that’s what you gave
it to me for and I didn't use’'it for that purpose, I
think you could come after me based on the audit.

| MR. MENDEZ: Yes, but let's say that I want
to require you to spend four percent of your funds on
State sﬁpport and you elect not to do that, or 12.5'per¢ent
on PAI and you elect not to do that. How do I force
you to do that under this contract?

MR. MOLA: Well, with PAI regulation, the Cofpdra-
tion has power to impose sanctions or to refuse money
or offset money in future years.

MR. MENDEZ: What about the four percent?

MR. MOLA: If.I was given -- I'm given those
kinds of monies now. I get an amount of money, for example,
for State supp§rt and migrant. If I don't spend those
monies for thoée purposes, I think that you would deal
with that as an audit problem and probably could take

steps.
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MR. OSTERHAGE: Rather than the language there
that you're concerned about, once we've accepted a budget
and something develops after the fact, maybe you would
rather require something that -- Instead of us being
able to go back and modify anything at any point, the
program may have genuine need to chénge a budget, but
to the extent it's a large change, whether 10 percent
of their funding or more than 20 percent of & given amount,
they would simply write in'andtrequest a --—

MR. MENDEZ: We have essentially in our Audit
and Appropriations Guide -- If they are changing more

than $5,000, they haﬁe to come to us. Isn't that where

that is?
MS..BERNSTEIN: For purchases.
MR. MOLA: DPersonal property in excess of that.
MR. MENDEZ: What about a change of budget?
Nothing?

MR. OSTERHAGE: But that would give them the
freedom and they would simply then come to us and inform
us.

MR. MENDEZ: I am going to poll Mr. Broccolette,
Mr. Osterhage, Mr. Thimell, Mr. Nusbaum, and Mr. Gessner.

You all get together and you have 30 seconds to figure
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out if you want this thing in or not. And:iif you don't
have é good reason to kgep it in, it's out.

MRL._VALOIS: Gail, tell me again why you think
we need budget instead of amount?

MS. FRANCIS: I guess in my mind I'm thinking
of some of the exceptions that may occur if we were to
get. a budget which isn't consistent with the operations
of the program. Generally, 1it's been the knowledge of
the regional office or whomever is going to have monitoring
responsibili%ies for that project'that there may be some
rare occasion where:you'the Corporation may want it because
presumably we are responsible for seeing that they spend
the dollars provided in services. Somebody could come
up with some idea about buying an exceptional amount
of equipment which we may tell them no and then also
require them to revise their budget.

I guess there were a couple of other points
that I want to inform the Board about in connection with
budgeté.' One is that the majority of the programs submit
gquarterly budget reports to the monitoring offices on
their'acﬁivities where they algo advise the Corporation
about their expenses.

The monitoring people will then follow up on
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any kind of large changes to those budgets. Seo, you
know, they don't accept a budget or get these budgets
tﬁrough the application. People do look at them and
it is also followed up on during the coursé of a year
generally on a quarterly'bgsis.

| We have on many occasions had programs submit
to us after the -application revised budgets which have
been approved by the Board of Directors. So that it
is not a requirement, but we do get these things.

Lastly, if there were such a wholesale change

in the budget that it would probably result in some kind
of grant conditions being added to the grant document.
And, lastly, the other step in the process is that --
I see this as an application. The Corporation sends
back a grant document and paft of that grant document’

is a form where the recipient has to sign off where it

says, yes, I accept this grant and the terms and conditions

under which it is presented. And that also has to be
sent back to the Corporation.

We send them the initial two-month up front:
money, but before they can get any subsequent funds,
they also have to sign off and say, yes, I will agree

to the terms and conditions of this grant.
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MR. MOLA: Which are consistent with the applica-
tion.

I just might add on those examples on equipﬁent
purchases we need to have prior approval. You can not
give us that‘approVal if you think that the equipment
purchases are extravagant. If we go ahead and buy it,
it becomes. a question of cost and itlsrgoing to be tied
up in that regulation.

On budget chaﬁges, quarte:ly budget changes
and quarterly budget statements are sent to the regional

office by some programs, not all. It's never been a

Jreview and approval process there.

S50 I don;t think that those examples are support
for keeping it in.

MR. MENDEZ: Afte£ hearing all the arguments,
I am fairly well persuaded that this should be ieft in
here because it really hasn't caused anybody any t?ouble
so far and Ms. Francis has given me some pretty good
rationale .for why it should be left in. I think we will
leave it in. |

Next one?

MR. MOLA: Pepe, I missed one. I'm sorry to

go back, but on page 1, the last sentence of the opening
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paragraph, there's a reference there to the LSC Audit

Guidé. My concern is with‘the phrase which says, "and
with any amendments theretc adopted during the period“
of this grant.”

The way that it is written, it appears as if
itumightiberretrospective -~ retroactive, I'm sorry,
the.applicaticnrof any changes. If a change comes in
September, it might be held for the entire grant year.

MR. MENDEZ: Okay, let's clarify the language
on paragraph 1 so that the amendments adopted reflect
not only the Audit Guide that they are prospective but
all of the regulations, the statutes, and everything,
that there is nothing retroactive in terms of adding
to regs or anything else. 1Is that --

MR. MOLA: Yes. 8o if there were a clause
that this is not to mean that it would be --

MR. MENDEZ: You bring a qood‘issue. I want
any amendments apply to all parts of the reqgulations,
the Act, everything, but I also want to make sure that
it is all prospective.

MS.BERNSTEIN:  The language I think in 1985
might have been a little better than thaﬁ.

MR. MENDEZ: I think we can give this to Tim
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“and he'll clean it up. He knows what we want in there.

MR.. VALOIS: But they shall not operate retro-
actively.

MR. MENDEZ: Yes. Is that satisfactory?

MR. MOLA: Yes.

Mr. Chairman, then paragraph 10,:11 will stay
in as it is?

MR. MENDEZ: With the exception that it needs
to bhe corrected. It's not its but it.

The rest of themare satisfactory then?

MR. MQLA: Except for 11 and I think I've made
my record on that such as it is.

MR. MENDEZ: If you have nothing elsge --

MR. MOLA: Not on the assurances. My other
comments go to the various schedules in the refuniding
app;ication.

I would like to make a general comment. As
has very often been the case with the Corporation,rthe
refunding application seeks to gain a lot of information
that really is irrelevant to the refunding application
itself or providing‘ény information that the Board of:.:
the Corporation needs to make decisiong. Thexre are a

number of examples in these schedules.
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FPor example, the two supplements ask for a
lot of information about training and about elderly practice
that is very burdensome and really have nothing to do
with refunding. I think these are general areas of concern.

We heard Dan Taubman on the training issue.

I'm sure the Corporation is interested in what is going
cn in elderly,.but I think those kinds of surveys are
inappropriate for the refunding application, especially
given the tight time that we have.

What I would suggest is that they be omitted
and be done in a survey and not relgted to the refunding.

MR. MENDEZ: Let me ask why did you include
them inrthe refunding application? Is there a specific
reason why those are in there?

MS. PAQUETTE: Yes. .We polled all the division
directors and asked. what kind of information they wanted
to -- projected that they would want during the year
and tried to include it in the refunding application
because at this time, other than independent surveys,
the Corporation does not have another mechanism for data
gathering.

MR. MENDEZ} Yes, but that really is not part

of the refunding application then.
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MS. FRANCIS: ©No, sir. That's why it's in
a supplement.

MR. MENDEZ: You can send it out at the same
time, but make sure that they understand that that is
not part of the refunding'application.

MS. BERNSTEIN: Give it a different deadline.

MS. PAQUETTE: It's due in February now. It
is not due in Novembér.

MR. MENDEZ: But make sure that they understand
that it's not part of the refunding application.j

MS. PAQUETTE: So that failure to qompleté
it or incomplete answers would not be subject to not
processing the application.

MS. RBERNSTEIN: Pepé just made a statement
this morning that surveys were to be completed.

MR. MENDEZ: This is one of those that you
put in the language ﬁp above that it is to be completed.
Everybody_is to f£ill it out.

MR.. VALOIS: Which page are we talking about?

MS. PAQUETTE: ' 99 through -~

MR. VALOIS: Terry, how long‘does it take you
to £ill out page 997 Terry is going to —--

MR. MOLA: It would beiimpossible for me to

1=
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£ill out page 99. If you'dook at it, for example, what
it asks me to do is go back through all my eXpenditure
records and try to pull out every single training event
that was attended by my staff over a period of 12 months.

ﬁR. VALOIS: = But, John, you know about this
right now and somebody in your office can get this stuff.

MR. MOLA: Almost impossible, Bob, . because
a lot of them, for example, will not have any expenses
related to it.‘ The:only way I can do it in my manual
system is go back and see what was charged to my State
support training.’..I wouldn't be able to pull them all
out.

MR. MENDEZ: When are you mailing this out?

MS. PAQUETTE: September 30 1s our target date.

MR. MOLA: Secondly, for example, it asks for
in gquality code for me to make subjective judgments about
training a paralegal went to in January as to what the
quality of that event was. I mean the document internally
is inconsistent and probably impossible for us to complete.

MR. VALOIS: Is this something we asked you
tocdo dastryear? |

MR. MOLAE Never, never before.

MR. MENDEZ: It is something that you have
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to fill out.
| MR. MOLA{ But as it stands now, we can't fill
it out.

MS. PAQUETTE: The thought was that this would
be distributed perhaps to each of the staff members and
individually people could complete it for the attendance
at training and their program travel expense sheets would
probably talk about what some of the expenses, registration
fees and others.

I think it entails an effort that will then
have to be‘coordinated by the administrative staff and
put together in£6 one summarized document.

MR. MOLA: I thiﬁk this would take me and nmy
boockkeeper about eight person days to complete.

MR. MENDEZ: I'll tell you what we're going
to de. I think that I get the sense of fhe Board. 1If
I @on't, you guys can overrule me.

Separate this out. Send it out as a -separate
instrument and put language in the regs\or I mean in
the contract that says'they have to fill it out.

But I don't want to have grantees being confused
that this has to be in at the same time as the other

thing. We think that this has the same importance that
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the grant: application does.

MR. MOLA: You want us to spend eight person
days doing it? What's the need for it? Simply because
a director of a department said they would like to have
this information I have to spend eight days to £ill it
out.

MS. BERNSTEIN: I think it is important for

- us to know, for instance, if we're getting into -- As

Iiuhderstqod Pepels earlier direction, it was to establish
a training task force. Then we have to start assembling
some informatipn for them to do this. It may be incomplete
information, but I am sure you have somgwhere in your

time records or individual personéi'Célendars days of
where they went to training events_or certain things

your program did. You know, that you attended State
sﬁpport or whatever.

I think Pat's squeétion that, yoﬁ know, everybody
could be giVen this and, you know, to your recollection
where did you go for training this year. I think really
from what I've heard about training being such a crying
néed,‘tOO many people are going to be tﬂrning‘this in
with, well, we got up to Des Moines once for that Bar

event or the State support event.
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Itls a start. John, I think rather than nay-
saying everything, I think it would be a more positive,
constructive approach to suggest ways to make it more
easy to get the information that we obviously need in
terms of cost and experie;ce.

MR. MOLAQ I'm not nay-saying. All I am suggesting
is that as to supplement 1 and as to guestion 2 on p-2
that perhaps it is more appropriate to give these over
to the task force and have some reason why thisiinformation
is necessary and then perhaps I could say, yes, it is
worth eight of my days to do it.

As it stands now --

MS. BERNSTEIN: If it would take you eight
days to do it, John, then I really think that we have
a problem in terms of-coordinaiion.

MR. MOLA: I'm not computerized, LealAnne. Do
you know how many individuallinvoices I have to go through
to pull out all of.the training expenses and how much
interviewing I have to do to take up the cnes that didn't
have any costs associated with them? I've got tens of
thousands of invoices.

MS. BERNSTEIN: Well, see, I interpret what

you're saying as nay-saying rather than constructive.
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MR. MOLA: But why do they want this information
that is worth my eight days times 320 programs? That
is all I am saying. Send it over to the task force.

Let them look at what is necessary and come up with-a
more --

MR. MENDEZ: I'll tell you what let's do. We're
going to do.this-unless, John, you can give us a better
document. Youiﬁe got three weeks to do it in.

| MS. BERNSTEIN: Be constructive.

MR. MOLA: Can we hear it's going to be an
inordinate burden, Pepe, and not complete that informa-
tion, some of that information.

MR. MENDEZ: Just do:thelbest job you can.
That's all we're going to ask you.

MR. MOLA: As long és we are not going to get
in trouble as you were suggesting befbfe, making hashmarks,
for example, eVery time you'use'—~

MR. MENDEZ: But I don't want youﬁjuéttto‘write
a letter to me saying that this is not a good survey
and it's not --

MR. MOLA: I understand that.

MR. MENDEZ: I want to have a good faith effort

to £i1ll it out. When you don't have the materials to
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do it, you write in there --

MR. VALOIS: He says it will take him eight
days.. I think he is a lot more efficient.

MR. MENDEZ: You have faith in him.

MR. VALOIS: I do.

MR. MENDEZ: So do I.

MR. MOLA: So that will be disassociated from
the refunding application, all of those.

MR. MENDEZ: What is your next problem?

MR. MOLA: On supplement 2; also to thelbest
of our ability because some of that information we don't
keep?

MR. MENDEZ: Thatls fine.

Doeé the staff understand? They are to £ill
it out and you are to tell them in the notes that they
are to do it to the best of their ability. Tell them
that we are establishing several task forces and we ‘are
going to be doing these various things and it will help
focus the task forée.input 1f they will give ﬁs the best
information they can. If they canlt, the task force
will be broader at the start and focusing in.

MR. MOLA: PF-2 is a similar document, Pepe.

Can we have that treated in the same way?
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MR. MENDEZ: Where are we at?

MR. MOLA: Page 84 where they ask again some
training guestions and then --

MS. PAQUETTE: Yes, they link.

MR. MOLA: Can F~2:als§ be handled separateiy?

MR. MENDEZ: Staff?

MS. PAQUETTE: They were together at one time.
I think we would move F-2 over to that supplement and
have it come in at a different time.

My only concern is that we then set a date
for return of supplement 1 and 2 that is probably not
in conjunction with the date that other.—— that the refunding
application.be completed so that it doesnlt create an
extra burden.

MR. MENDEZ: .A different date and you may even
want to send them out separately.

MR. MOLA: And if that date can be after the
February deadlihe so we're not jammed with all the informa-
tion requests. |

MR. OSTERHAGE: I might add that if we are
going ahead with this task force, for: those people who
were not able to. be here, it might be useful to explain

it to them. It might give some impetus.
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MR. MENDEZ: John, would you put that in a
little memo? The more they help, the better it is for
the task force.

MR. MOLA: We try to. Sometimes we just don't
have the information.

MR. MENDEZ: Separate it out and get the informa-
tion back as soon as possible and that sort of thing,
but work on it.

MR. MOLA: I guess we're back to page 75. On
page 75 there is again added information on govérning
board composition. Last year all that waé asked for
was the name of the board member, the appointing authority,
the expiration date of the term, and éome ethnic character-
istics. There is a lot more information here. If you
repeat that owver 30 or 40 bogrd members, again it's going
to be very time consuming.

MR.. VALOIS: What ié time consuming? This;k
asks his address of where he lives, what State he lives
in?

MS. PAQUETTE: All that was in last year. It
was in various formé.

MR. MENDEZ: Not only that, but that is information

that I want to see.
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MR. MOLA: Last year's form, other than the
double space f0Oy address, it was one .column ofiinformation.
Welre now to two columns and probably twice as many boxes
to fillidin. Again, times 30 board members, we're talking
about additional time.

MR. MENDEZ: That is just one of the things
you have comply with.

MS. FRANCIS: The fact of the matter is it's
the same kind of information that we got on the 1985
applications on D-1, 2, and 3, which has been condensed
on one form. We haven't asked for any additional informa-
tion.

MR. MENDEZ: John, do you.have anything else?
Since youlre leaving, Izassume you don't.

MR. MOLA: No, I am coming back.

MR. MENDEZ: Are you going to wear us out?

MR. MOLA: I don't mean to wear you out, but
I don't Waﬁt'to be worn out when I'm doing this.

Let me run through these guickly. The next
one on page 77 again a repeat of Staﬁe and local Bar
associations. We have done this for the.last two years.
It's.duplicative information. I can't see why it is

asked for.
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MR. VALOIS: They might change their address.
They might change the number of members.

MR. MENDEZ; We want it.

MR. MOLA: Program narrative.

Pepe, I understand today that you now want
under program priorities us to list priofities, dollar
amouﬁts and number of cliegts we serve.

MR. MENDEZ: That!s right.

MR. MOLA: We don't keep those records.

MR. MENDEZ: I understand that.

MR. MQLA: A guesstimate is okay?

MR. MENDEZ: That's correct. But you are to
list the priorities and you're going to go from the top
priority to the bdttom priority and make sure that when
you write this directive out that they understand that.
Then you may want to have a form that just says you're
going to list the priorities that you have, the dollar
amounts, and the ﬁumber of clients that you anticipate
to serve. We just want the best estimate that you have.

MR. MOLA: A number of the other paragraphs

are redundant information thatuthe Corporation already

has. For example, paragraph 3, private attorney involve-

ment, on page 80. The Corporation knows about the adopted
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plans, the approved plans by the Board on an annual basis.
Yet again we are asked to regurgitate that information
on the refunding application.

Similarly, on intaké procedures, the Corporation
had to approve very’ lengthy:intake policies.: " Mihe, for
example, is about 10 pages. What you are asking me to
do is reiterate that.

MR. VALQIS: John, there is what is called-a
xerox machine. If it is the same as last year, you know,
run it through the xerox machine and send it to us.

One of the things that we are constantiy comr
plaining about is we get iﬁformatiOn.that'is not current.
Now I don't know whether youlre doing the same thing

you did last year or not, but I think we are really after

" current information, if there is some modification.

MR. MOLA: Well, intake procedures, for example,
were changed only because the regulations changed. So
that those kinds of documents --

MR. MENDEZ: Let me just make it clear to you
and thé staff that I really want to have =- Next year
I would like to have most of these.things with private
attorneys, intakes, and all that done through this, through

the application. And each year the application is going

RUDIGER & GREEN REPCORTING SERVICE
CERTIFIED VERSATIM REPORTERS
4116 LEONARD DRIVE
FAIRFAX, VIRGINIA 22030

{7C3) 521-3136




10

11

12
13
14
15
16
17
18

19

21

22

23

166

to be our main source for guestions and that type of

thing. And I want to have something -- In fact, we probably

ought to state that. In September of next year, put
something in the grant that says that they will have
their -- How often do you have your priorities? Cnce
a year?

MR. MOLA: No.

MR. WALLACE: Well, you don't reset them every
year, but the regulations say you are supposed to review
them every yeaf.

MR. MOLA: We review them every year. That's
righf. |

MR. MENDEZ: In the grant, I want you to put
language in there that the priorities will be reviewed
in September or October next year..

MR. MOLA: That is contrary to the regulation,

Pepe. We have an obligation to set priorities, I think,

- usually every two or three years.

MR. WALLACE: The regulation doesn't saj how
often you have to set them. It says you have to review
them annually.

MR. MOLA: And that can come any time.

MR. MENDEZ: Well, I want to have them reviewed

5
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before the next grant year.

MR. MOLA: Well, they would have to under the
regqulation.

MR. WALLACE: Yes, they have to do it every
year. I donlt know why we have to tell them they need
to-doiitjiniSeptember as opposed to March as long as
we are getting it. |

MR. VALOIS: I agree.

MR.AWALLACE: We whipped you, Pepe.

~ MR. MbLAi On things like intake procedure
where there iS'alfeady an approved plan, we can Jjust
attach that plan rather than reitérating it in a different
form?

MR.. VALOIS: If it hasn't changed.

MR. MOLA: Okay.

MR. VALOIS: If it's new, don't give us the
old plan. We desire current information.

MR. MOLA: But we can just attach that if that's
been approved and not: reiterate it.

~MS. FRANCIS: But I'm trying to understand
if he is talking about attaching a form document as opposed

to the --

MR. MOLA: The policy. I'm giving you the
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policy on th we do anything. It's in narrative form.
MR. MENDEZ: Narrative for 4, intake procedure.
MR..VALdIS: Is that a problem, Gail?
M3. FRANCIS: I wouldn't think it is, no.
MR. MENDEZ: And on PAI, 1if they have a narrative
already, they'll be able to do that.
MR. MOLA: Attach it as exhibits.
MR. MENDEZ: And I think you should explain
that to them thatrthey can do‘that.
MR. MOLA: And 1f there are changes, it is
going to be picked up in 6 because there we specifically
have to tell you'what significant changes have occurred
in the last 12 months.
MR. MENDEZ: Yes.
MR. MOLA: As to paragraph 7, apparently this
is a new section from last year. Apparently someone
wanted information on ﬁative American and Migrant representa-
tion, but, unfortunately, they copied:theiirformation
set out in State support which ;eally is inapproPriate
to Native American and Migrant programs. Théy are more
like:basic field deliverers and the cluster of guestions
here, while_perhaps appropriate for some suppert functions,

feally isn't appropriate for Native American and Migrant.
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I think that was inartfully drawn and perhaps
should be omitted unless there is something that is required
cther than the.basic description of the delivery systéms;

MR. MENDEZ: What we have told them previously
is that they are to use —-- Mike and I think we understand
that it's to include all aspects éf the program, specifically
including Native American, Migrants, and all portions.

MR. MOLA: But we do that wﬁere you ask for
general service delivery mechanism.and in D where you

ask us to describe the work and activities of our specialty

junits.

What I;am;suggésting is that 7 is redundant’
and it is not going to give you any useful information.

MR..&ALOIS: If you have already answered 7
in some other part --

MR. WALLACE: Do tike you ao.when you.answer
interrogatories: The answer to Interrogatory No. 4 is
incorporated herein by reference.

I mean I understand that this may not be the
best way to draft these questions, but --

MR. MENDEZ: I'll tell you what you can do
to clarify this. Put paragrah 7 étaSubpart b of 2.

MR. SMEGAL: You already have a b.
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MR. MENDEZ: I'm telling them to substitute
that and broaden the‘language.

MR. MOLA: Which part, Pepe? I!m sorry.

Basically you want a description of all the
components, right, in detail? And that is what you have
already in d. See, I don't see what 7 adds for you,
although it poses the questions in ways that are going
to cause problems because those questions are inappropriate
for Migrant and Native‘Amgrican. They are the guestions
that went to some support activities.

I think you are going to get what you want
in 7 -~ I mean in 2(b). BAnd 7 is just going to cause
a lot of confusioﬁ.

MR. SMEGAL: {a} is the head of a rabbit and
then (b; to (£} are.the body of a horse.

MR. MENDEZ: All right, tell me why vou separated
them out this way.-

MS. PAQUETTE: The task force, various members,
had assignments and that came back as tﬁe assignment
of one of thé task force representatives.

MR. MOLA: - That's what you got, a committee
made table.

MS. PAQUETTE: I'm sure we could work on that.
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MR. MENDEZ: Fix it up. I want to have specific
information.on Migrant and Native American.
'MR. MOLA: Similarly, in paragraph 8, I think
that 2(b) is going to give you a better answer. What
has been done here is simply pulling out of the air six
of what I think you identified as 33 State.support functions.
And I think you probably want the more inclusive response
in paragraph 2(b);
MR. MENDEZ: Youw understand that on paragraph
8 for State support that they are to fill outtthat matrix

as well. With that caveat, we will make the appropriate

tchanges.

MR. MOLA: And 8 will go the same way as 7?2

MR. MENDEZ: Wéll, I'm going to leave that
to them to work out the language.

MR. MOLA: On page 83, Form F-1, this is a
form that is gimila; to last year. My only concern is
that there is an addition of the last column, LSC Eligible
Cases Closed. If you are not automated, as we are not
and as many programs are not, it is going to be very
difficult for us, if not impossible, to match CSR data
with budgetiinformation because we dcn't keep the records

in that way.
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MR. MENDEZ: What else do you have?

MR. MOLA: This one I think is very imﬁortant,
Pepe, becausé I think you are asking many of the progféms
to do the impossible. We simply do not keep records

to correlate closed cases to funding source.

MS. PAQUETTE: I think we already recognized
that LSC eligible closed cases, the information is needed
on the private.bar component, section 1, because we do
want to know how many pro.bono cases, how many adjudicated
cages, how many contract cases because the PAI statistics
don't give you that right now.

‘However,-undef the staff attorney component,

we find that we actually could shade out that whole area
unless the program has the infofmation'and only use it

as a subtotal. That is perfectly acceptﬁble for what

we are trying to do.

MR. MOLA: So you would omit the last column
nder --

MS. PAQUETTE: Except for‘just the subtotal.

It would be just one total that people would take off

the CSR.

MR. MOLA: The bottom line. Thatls fine.

MR. MENDEZ: Is that satisfactory to everyone?
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MR. MOLA: Yes.

MR. MENDEZ: ©Nothing else appearing -~

MR. MOLA: One more.

MR. MENDEZ: You get two more minutes.

MR. MOLA: On page 98, the annual program update --
I am sorry, page 97 and 98. Again, this is a duplicative
page of information that is already included. Staff
hourly records have been there for several years. I
don't know what that gains anybody. Attorneys' fees
you have already-seen in the budget.

MR. MENDEZ: Is this from last year?

MS. PAQUETTE: Yes.

MR. MENDEZ: It is in.

MR. MOLA: Similarly, on I-2, page 98, class
action information is information that the Corporation
has.

MR. MENDEZ: Was it in last year?

MS. PAQUETTE: Yes. And we have modified to
include --

MR. VALOIS: How can you say it was in last
year, John? We're asking about a differént year.

ME. MOLA: I didn't say it was in last"year.

I am saying that this is all information that is already
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in the possession of the Corporaticn.

MR. VALOIS: But how can it be in the possessicn
of the Corporatien? We are asking you about a different
year than we asked for last time.

ME. MOLA: Because, for example, on page 97,
you are asking us for attorneys' tees and source of funas.

MR..VALOIS: But we're asking for 1986.

MR..MOLA: That's right.

VMR. VALOIS: And we’did:ask you once before
for 1985.

MR. MOLA: And we have given you that information

that you asked for in 2 here in the budget sheets.

| MR. MENDEZ: It was asked last year and it
is a simpler form-this year than last year or essentially
the same.

MS. PAQUETTE: It is basically the same form.

MR. MENDEZ: All right, it is’in.

MR. MOLA: And the same thing on 98.

MR. VALOIS: Same answer.

MR. MENDEZ: I'm sorry, but I am tired.

MR. MOLA: Pepe, I have one last concern. We
talked about the tight time frame. I am very concerned

and FCC 1s very concerned that we don't repeat the problems
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that we have had in previousjyears with disruption in

grant awards being made and checks being issued to programs.
I think all of the decisionmaking of the Corporation )

is going to have to be made before the beginning of November
if you adhere to your policy of. again:publishing the

grants in the Federal Register. There is some disputg

as to whether that is necessary-

I guess what I am looking for is an aséurance
that there is not going to be a disruption in the flow
of the grant monies to thg programs dgiven the tight schedule;
given publication, given the changes in this whole prqcedure.
Thét's a real possibility.

MR. MENDEZ: I understand. I can give you
the assurance. It's not worth a damn. I will give the
staff instructions that if they comply and haven't sent
any contract laﬂguage back --

| MR. MOLA: Other than what we have discussed.
MR; MENDEZ: I'm sorry?
MR. MOLA: Other than what welhavecddiscussed.
" MR. MENDEZ: No. If you make modifications
at all. uﬁe're on thé samé wave length.‘ If there are
any grantumodifications at all, no grants are going out,

no grant monies are going out. You review it and if

H
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it locks satisfactory, those should go cut and you are
to:doiit;promptly.

If you have ény problems three weeks ahkad )
of time -~ Let's say if you have problems by the 10th
of December, you should bring them to the president's
attention. And we are goihg to get more people working
on it.

Mﬁ. MOLA: Can the program be potified if there
are problems also so that they can be rectified if they
can be rectified? |

MR. MENDEZ: There ought to be some way.

Let me ask you people. If you have a problem
with a program, how do you -- How soon do you notify
them?

MS. PAQUETTE: Ir-worked in a regional office
in the past. The regional officeé reviewed those applica-
tions and we would, as they came in, be assigned to review
them and get back. There is a checklist, a regional
office checklist which will now be called the monitoring
unit or some other unit checklist.. And we would go down
the list Jugt as we do with audits.

When the.audits come in, they do sort of a

desk audit. And if it doesn't pass the checklist, a

Y
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letter is sent out to the programs notifying them of
the defieiencies.

That is what went on in the regional offices
with a similar checklist. We assume that we are going:to
have a checklist like that this year which every division
is responsible for or multiple divisions are responsible.
Once the checklist is completed there should be a notifica-
tion process to the programs.

'MR. MENDEZ: All right, I'll tell you what
Iwﬁant to have. fThat is fine to do it that way, but
I want to havé a telephone cai; to the programs as well.

MR. MOLA: That would be helpful.

MR. MENDEZ: Telling them that they are not
in compliance, what thé problem is, and that they are
going to get a confirming letter, and that there is potential
that their grant wonlt come on time.

MS. BERNSTEIN: I don't think though that you
understood part of what John's guestion was because as
I interpreted what he said -- Joel, you were at the Corpora-
tion at the time and I was no longer at the Corporation
when the process evol&ed, but the question of whether
or not our Act requires us to publish in the Federal

Register the notification for grants for 30 days prior
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to the time that the grant checks. are given and give
the Governors of the States a chance to -- Is that the
provision that you are talking about?

MR. MOLA: Yes.

MS. BERNSTEIN: Give the Govefnors a chance
to object, to make comments, or whatever is going to
be the response to the Federal Register publication.

AsiI:undérstandiygurxqu&stidny John, it is
that the Corporation is going to neéd to make a decision
about the grdnts prior to the time that we are going
to.get them. I mean thehgrant aéplication-is supposed::
o be in én October 15th or something like that.

MR. MOLA: You've got two weeks if you get
itiin November and get that 30-day period and make grant
awards by the end of December and then cut checks. It
is just not going to happen.

.MS. BERNSTEIN: Because otherwise the first
check of the new gfant yéar would not be on time. Now
it seems to me we have two -- I'm just kind of talking
through this because I donlt know how it -- I know that
the‘timing wasn't exact or I presume the timing wasn't
exaqt at that time because I think the publication came

after some checks had.gone. out.
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It would seem to me that there are a couple
of possibilitieS‘and I would just say that rather than
the Bocard doing what I -- I have to tell you. I agreé
with vou, John. Bringing a refunding application before
the Board I disagree with as the way to handle this.

I think it is a staff function. I ém not telling Pepe
anything I didn't tell him before, -you know, the agenda
was set up. |

But it would be my wish to delegate the —--
not to.delegate'but to reaffirm the president's function
of the Corporation in terms of ggtting the grants out
in a reasonable manner in a way in which the grantees
are not put in a difficult position.

That would be my answer to the question about
the republication, but the other Beard membérs I don't
thihk understood what you were saying because they have
not been through this. . |

MR. MOLA: The éecond problem last year was
with the Corpoﬁation taking the position that grant award
documents have to be signed before checks were issued.
We resolved that by a notice going out which was always
our understanding that if we cashed those checks we took

the terms and conditions that went élong with the money.
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We got over that obstacle.

All T am saying is it is going to be.a hectic
last.quarter. If we can resolve these issues in advéﬁce,
we. are not going to come up at the end of December and
not have the money.

MS. BERNSTEIN: But once again, I think --

My opinion is that it's not something that the.Board
has to resolve here. It's something that the management
can resolve, |

I know Pepe has particular concerns regarding
the conditions and assurances and so forth.

MR. MENDEZ: That's right.

._MR; MOLA: Is it‘possibie, for example, Pepe,
£o have the staff come up with a plan on how this is
going to happen?

MR. MENDEZ: All right. Have a plan.

MR. MbLA: It has to be done one way or the
other or else the checks aren't going to flow in December.

MR. MENDEZ: I tell you. All youw have to do

1ls -- Just develop something so that they know what --

MS. BERNSTEIN: The first check is conditional
or, you know, whatever, that you have to give it back

if you decide you --
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MR. MENDEZ: Well, if the first check is condi-
tional, we have to change the terms and conditions of
the grant.

MS. BERNSTEIN: Just put something on the endorse-
ment.

MS. FRANCIS: Well, we have a process and it
has occurred at least twice to ﬁy knowledge where I think
last year it was because of the publication issue. It
is still an issue that hasn’'t been firmly decided on.
Whereby we do issue_aitwo-month advénce check to cover
it. It's consistent with what we have been issuing every
year. And one condition is that expénditure is acceptance
of all of the terms and conditions and that you would
not receive any additional funds until all the other
requirements were met, tha£ you submitted your accéptance
form and that the notice appearing had expired.

Basiéally, things went out at the same time.
There was some conditional language added to the letter
with the check that was sent to the programs.

MR. MOLA: If that happens, the checks will
be received in a timely fashion. The only problem ﬁhat
is going to reoccur then, Pepe, is the one where we had

February checks being held off last year because the
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money we get in December is the first and last month's
money. If we wait, according to this procedure, the

second batch of grant documents don't go in until Feﬁfuary

"3rd. We are not going to have the February checks.

MR. MENDEZ: Charles, do you have something?

MR. WHITE: That's not a first and last month
check.

MS. FRANCIS: There is a whole other issue
about whether it is the first and the last oY if it is
the first two months. We give them a two-month advance.
They can consider it the first and thé last.

MR. MOLA:V Because we don't get a.check in
December. We get‘lllmonthlyﬂbhecks. I'm sorry. We
get monthly checks Febrﬁary thraough November. We get
two months in December which is for January and December
oftthenhekt.year.

MS. FRANCIS: The other side of that is that
they are funded: a month in advance and-that we give them
January andl'Febrnuary and that_check in November is for
December.

MS. BERNSTEIN: Put it 'in the bank.

MR. MOLA: But we might_—-

MR. MENDEZ: We are finished. We are finished
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with‘thisf

MR. MOLA: Will we get the procedure for how
this is going to be done?

MR. MENDEZ: You will get the procedure for
how that's done. They will send you a note on that.

MS. PAQUETTE: You mean to PAG or to field
programs.

MR. MENDEZ: To field programs. You're not
dealing with PAG. Youlre dealing with field programs.

' MR. MOLA:. Pepe, one last thing. We are re-

experiencing the problem of the checks not being received.
as they have always been except for the last couple of
months, at least by thé last:business day.

MR. MENDEZ: All right, will one of you see
that that is done‘corrgctly?

MS. BERNSTEIN: Deal with the Corporation.

MR. MOLA: They don't resgond. I brought it
to their attentionczawhile ggo. It was a problem the
begiﬁning of the year. .I thought it was corrected and
it is feOCCurring again, especially near the end of the
year.

MR. WHITE: We mail the checks out in time

that they get them around the first of the month. I

RN
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have no control over the mail.

MR, MOLA: It used to be that the checks were

‘mailed soc that they were received by the last business

day. The last tfuTwormcnths ago they weren't received
because they weren't sent out because of extraordinary
bills. This last month they weren't mailed until -—-

MR. MENDEZ: I'll tell you what. Talk to thgjr;
president about this. I would suggest that you tell
him that we suggest to the president that they mail them
on the 25th of.27th.

MR. MOLA: That will be fine.

VMR. MENbEz; Pick a day.

MR. MOLA: The 25th will Ee fine.

MR. MENDEZ: What about the 27th? That's fine?
Okay, the 27th.

Anything else?

Yes, ma'am?

MS. MEYERS: My name is Karen Meyers. I'm

the Director of the'Legal Aide Society of Albuquergue.

I was wondering if there were any plans to provide technical

assistance to new or relatively new project directors
in preparation of their funding application.

I have been employed as a-project director
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for about 10 months and in that time I have not received
any type of assistance or any type of ﬁaterials or anything
from the Corporation that would assist me in seeing that

I met the necessary requirements so that we don't have

to run into any problems. I haven't heard anything yet
that would indicate that those type of steps would be

taken so that clients do not have to suffer during the
problems.

MS. BERNSTEIN: We're grownups. Call.

MR. MENDEZ: Call the field offices.

MS. PAQUETTE: There will be instructions in
the packet with name and telephone numbers of people
who can be-contacted to.answer;questions; There is a
whole task force that was involved in this and is familiar
with the information.

MS. BERNSTEIN: Wel're not onlf all grownups,
but welre lawyers. So call if there is a QuestiQn with
it and Pat or SOmebbdy at the Corporation will answer
the guestion.

MS. MEYERS: I héve done thatiintthe paét.

And my question is that there was a:specific attempt
last year when significant changes were made to give

that information and that training and I am asking whether
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or not that is to be repeated because of -- The instructions|
if you have read them,'are not. as clear as one might
think they could be or should be.

MS. PAQUETTE: The instructions have not yet
been prepared other than the narrative. There will be
voluminous instructions accompanying all these forms.

MR. MENDEZ: That'!s fine. If you have questions,
she says they are going to have information and telephone
numbers that you can contact.

MS. MEYERS: 8o other than that, my assumption
is that there is no additional plaﬁ for ény other.type
of technical assistance other than telephone calls.
| MR. MENDEZ: That is a good assumption.

MS. MEYERS :  Okay.

MR. MENDEZ: Any other public comment on this
issue?

{No responée.)

MR. MENDEZ: Next is the third quarter budget
review.

MR. GESSNER: I'm goinhg to be real brief.

MR. MEﬁDEZ: You may think you ?re going to
be brief, but I have a hunch.

MR. GESSNER: Let me first call your attention
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to pages 133 and 134 in your Board book. The staff has
condudted.the third quarter budget review. The first
part of it was brought to you at your August meeting
where we recognized certain budget modifications and
they were somewhat modifiéd and ad0ptéd by the Board.

The internal budget review process for category
3 or management administration portion'of the budget
was conducted during August. And an internal shift of
approximately $409,000 was made from the operating units
into the unallocated line..

in a cover memc to Mr., Winslow, I‘reCOmmended
that the total unallocated line of $801,000 be retained
within the Corporation for operating eXpenses in FY. 86.

We found that preiiminary projections of 1986
operating costs would be substantially in excess of the
budget mark of $10.7 million.

- There are numerous unapswered guestions regarding
operating expenses for next year, staffing plans for

next year, other costs for next year, and the staff's

budget management group has determined to make this recommenda-

tion.
I have also sent to the Board a monthiy;expenSe

report for July. We are predicting in categories 1 and
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2 a total uncommitted balance, fund balance, of approximately

'$1.1 million. Out of this amount of money, however,

there are certain items that I would recommend not being
modified.

One of those is approximately half a million
dollars under revenue line. Pursuant to the discussion
this morning, annualizing law school clinical program,
that would be a very reasonable source of funding for
that item in '86.

| The second large.item is National Clients Council
line, $432,000, wﬁich should be retained because the
judicial process with-regard to National Clients Council
is still unresolved.

That is a very brief_SUmmary. I am sure there
are numerous guestions.

MR. MENDEZ: Paul, do you have any questions?

MR. EAGLIN: I'm still looking through. Go
ahead.

MR. SMEGAL: I have a couple of comments. First,
I would like to thank‘Davé. We sit in these meetings
and sometimes you donlt know whether the staff‘listens
or not. But I have checkedthe transcript on the June

meeting where I stated that the Roiian numéral)III, line
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2, Executive Office, I asked if it would be $300,000
under budget and I see Dave has acknowledged that by
indicating that there wbuld be a variance of $300,000:
Right on the button.

MR. GESSNER: That $300,000 is the special
studies. allocation. There have been no charges against
that. allocation this year. There are some preliminary
steps being taken with r&gard to the migrant studies
and some other items, I'm told, but nothing that can
be expensed this year.

MR. SMEGAL: The other comment I would make
is the same kind of thing. In June I noted that line
11, Regional Offices, was:going to be about $400,000
under budget. It locks like &oufcomé close .toito that
with $376,828, which you have transferred to another
area. |

So what my point is that the projections that
appeared to be consistent with where we were in June
seem.to have born out and are now the subject of some
modification.

I'm on page 136.

MR. GESSNER: The regional office adjustment,

of course when we met in June the Board had not yet acted
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on the staff's recommendation for a conscolidation of

the Qffice of Field Services. After the consolidation

was approved, revised budgets for those regional offices
ware prepared as part of the third quarter review. There
weré some cost savings as far as the actuwal closing of
those offices which were closed and:isomezsaving also
for monitoring efforts that have slipped somewhat due
to just normal operating conditions.

MR. SMEGAL: The other comment, if you look
to June, from the numbers we had then, the Office of
Field Services is going to be under budget by about a
million and a guarter. And I understood the explanation
at that point to be the monitoring that was going to
go on the rest of tﬁe year. We noﬁ have two additional
months of information, spending information and we are
now projecting a year end variance of roughly $940,000,
plus an internal budget ﬁodification of another $60,000,
which b:ings it up to a million.

And if I project the next two months correctly,
we are still going to be under budget another $100,000
or so. |

MR. GESSNER: That is very much up in therair

where we are going to end up exactly. We went through
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a very rigorous review. internally of each expenditure
category and each operating division. And what you have
before you is our best estimate as of the middle of Aﬁgust
of where we are going to end up by September 30.

MR. SMEGAL: The only other gquestion I Wwould
have is on line 12 where you had at the beginning of
the year back in October of '84 foﬁ fiscal year '85 a
$200,000 unallocated reserve. We increased that by $191,000
in March. and we now have increased that to $409%,000.

And we have yet to spend any of it.

MR. GESSNER: Our internal budget managemeﬁt
process 1s somewhat of a departure from that which existed
previously. What we do is we look guarterly at each
opérating‘unit'and adjust the total budget to match year
end prqﬂections primarily so that divisions aren't operating
with huge budgets when they are not going to need them.

The net effect of all these adjdstmeﬂts is
put into the unallocated line. .In a few instances, there
were additions as parﬁ of fhe third quarter review. In
most there were redﬁctions.

So the change to unallocated quarterly is the
net effect.of those adjustments.

MR. SMEGAL: How much do we have in for monitoring
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under the Office of Field Services in fiscal year '867?

MR. GESSNER: Fiscal year '867 We will have
the $936,000.

MR. SMEGAL: Let's set that aside. What do
you have in fiscal year '86 budget?

MR. GESSNER: We haven't put together our '86
operating budget yet. They will have what they need
to-getithe ‘§ob done.

MR. SMEGAL: Out of the fiscal year '86 budget?

MR. GESSNER: Out of the fi§cal year '86 budget
and -- ”

MR. MENDEZ: And the carryover that we have.

MR. GESSNER: Aand the carryover. The uncommitted

carryoVers;as well as the committed carryovers. We are
asking that the $800,000 be retained to be used for FY
86 operations.
MR. SMEGAL: Well, Dave, isn't the reality

of what's happening here is we'vé got a budget of $305
million or a benchmark of $305 million.for fiscal year
1986. And if I recall, we have either held or reduced
Roman humeral IIT to $10 million; I think, isn't it from

12.9?

MR. GESSNER: We have gone from an FY ‘85 appropriaf

rion

Srria
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of $11.3 to an FY '86 regquest of $10.7. How the appropria-
tion will come éut of Congress, I don't know. But the
difference between the $11.3 and the $12.9 is the '84
carryover that was put into certain activities in manage-
ment administration for "85 and continuing on into '86.

MR. SMEGAL: Well, following up my conversation
that we-had earlie:, aren't we just really kidding ourselves?
We're not going to operate hext year with $10.7. We
are really going to operate on all this carryover. So
we are deluding éurseives and Congress i@to thinking
We'really are operating under Roman numeral III with
what we've got in the budget and we can't do it with
that kind of money next year. Fiscal year 1986 is not
$10.7 million. It is $10.7 million plus all this other
carryover that we are going to use in.fiscal year 1986
for stuff that we should be funded for in fiscal year
1986, which ié running Corporation management and grant
administration.

Isn't that true?

MR. GESSNER: In part.

MR. MENDEZ: Before he answers that, I want
to put my two cents worth in.

Part of this, we have made some commitments
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this year. And even though they.are going to expended
next year, the commitment is this year and we need to
allocate and we have allocated those funds and it takes
some time to get those processes done.

And whether they come now or next year, the

allocation is done now.

MR. SMEGAL: Well, I can accept that with respect

to monitoring which is $936,000. You have another $800,000

and you are going to have $300,000 and then $100,000.

MR. GESSNER: Let me go through each of these.

The $300,000 is not going to be part of the normal operations

That is a special allocation. That is a special non-
operating expense.

The $91,000 is a very fough estimate of what
is going to be ieft out of the $170,000. It could be
zero. It could be §$150,000.

MR. SMEGAL: My point is not criticism of the

|earryover funds..

MR. GESSNER: I know what you are saying.

MR. SMEGAL: My point is a concern that we

‘|are not being realistic with Congress in going up there

and saying we are going to run this program for $10.7

|million when in reality we are not.
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MR. GESSNER: Well, I don't know that we said
that we are going ﬁo run the program for $10.7 million.
We went to Congress and said we need $10.7 million in
1986 dollars to run the program. I dbalt think that
is saying the same thing. I agree that we are not going
to run our 1986 program on $10.7 million.

MR. SMEGAL: Well, you heard my point.

MR. MENDEZ: Any other discussion?

(No response.)

MR. MENDEZ: ©None appearing, I am going to
adjourn.

I notice your ﬁand. You have only two minutes.
Terry, I'm sorry, but I am tired.

MR. ROCHE: O©One minute.

2.1 in grants and management administration
carryover,‘l.l‘admitted in 1 and 2, transfer 2.5 to the
field this seésién. ‘We can all get out of the room.

I won'£ hag:you:about the rest of it. I won't
tell you about the fact ﬁhat the Corporation has not
yet moved and there has got to be a whole bunch of money
in that management budget for moving. I don't think
it is going to ﬁappen.

That is all I need to say. I will write you

RUDIGER & GREEM REPCRTING SERVICE
CERTIFIEQ VERBATIM REFORTERS
4116 LEONARD DRIVE
FAIRFAX. VIRGINIA 2203C

(703) 591-3138




10

11

i2

13

14

15

- 18

17

18

19

196

another memo. Good night.

MR. MENDEZ: BSo we can get a few things and
so we can all go home, we had somecdiscussion today about
annualized funding for law schools and we had some other

discussions about the three national support centers

| that were otherwise funded.

This is directing my favorite whipping boy.

I wantrto have reports at the next meeting concerning
those two issues and how much they are going to cost

if we refund them and whether we should or not make them
annualized.

MR. VALOIS: The Chairman of the Provisions
Committee is going to make a report to the Acting Chgirman
of thé Board tomorrow and make certain recommendations
with respect to the expenditure of funds that we discussed
this mﬁrning.

MR. MENDEZ: But do we have good numbers?

MS. BERNSTEIN: Yes, we discussed that this
morning. '

MR. MENDEZ: We'll need to act on that tonight:

MR. VALOIS: I don!t know how you do that proce-
durally. I am not on this Committee.

MS. BERNSTEIN: ILet me. I'm on both committees.
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I move to accept the recommendations of the
Committee on the Provisions for the Delivery of Legal
Services regarding the annualizatioﬁ of funding for the
law school clinic program as outlined in the discussion
this morning.

There is.a more long-winded motion that I gave
to the Chairman here. We did it in the Provisions Committee.

MR. MENDEZ: Do I hear a second?

Ms. BENAVIDEZ: There is a motion and a second.

MS. BERNSTEIN: I am going to back up because
Iiam;nCtagnme if ;—

MR. VALOIS: TI don't know how we get from here
to there and I donlt want you to do something that forecloses
it.

MR. MENDEZ: Let the record feﬁlect that Hortensia
seconded the motion. |

All in favor say aye.

(éhorus of ayes.)

MR. EAGLIN: What is the guestion? Is this
the motion relating to something that took place this
morning at another meeting?

MR. MENDEZ: Yes.

MR. EAGLIN: I'm not a member of that Committee
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then, right? So I'm out of this, right?

MR. MENDEZ: No.

MS. BERNSTEIN: You can vote for or against’
recommending this to the Board.

MR. MENDEZ: All right. The motion is to fund
law school clinics on an annualized basis and use our
funds to --

MS. BERNSTEI&: Using unallocated Réggie (phonetic)
funding annually.

I'm sorry.

MR. GESSNER: Would that be redirecting 1985
to establish that or would that be 1985 carryover issue?’

MR.. VALOIS: I don't know the answer to that.

MR. GESSNER: Well, you can establish that

| now.

MR. MENDEZ: I wéuld prefer that you get the
Board to say, tomorrow that this is —- to &irect:my committee
to find the funds.

MR. VALOIS: I guess the Board can‘do anything
that you.can.do.

MR. MENDEZ: Yes.

MR. VALOIS: 1I'm just putting you on notice

that we are going to do that tomorrow.
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MR. MENDEZ: Okay.

MS. BERNSTEIN: We had a motion and.a second.
It's sitting here on the table.

MR. MENDEZ: All in favor say aye.

(Chorus of ayes.)

MR. MENDEZ: All opposed?

MR.'EAGLIN: No.

MR. MENDEZ: The ayes have 1it.

Do I hear a motion to adjourné

MR SMEGALE.‘Léthme say.onesthing. I made
some statements. They weren't intenéed to be critical

of you, Dave. I think you are doing a hell of a job.

1 appreciate all your good efforts.

MR. MENDEZ: We'll continue at 8:00 o'clock
tomorrow morning in the Lee, Arlington, Potomac room.
(Whereupon, at 8:10 o'clock p.m., the hearing

was adjourned.)

hkkkkhhhkk

RUDIGER & GREEN REPORTING SERVICE
CERTIFIED YERBATIM REPORTERS
4116 LEONARD DRIVE
FAIRFAX, VIRGINIA 22030

(743 521-2438




200

CERTIFICATE OF REPORTER

I, Kathleen G. Matthews, a Certified Verbatim
Reporter, do hereby certify that the foreqgoing proceedings
are true and correct to the best of my knowledge and abilityj;

and, that I have no interest in said proceedings, financial

10

11

12

13

14

15

16

17

18

19

21

22

23

or otherwise, nor through relationship with any of the

parties.

K, Y P H

KATHLEEN G. MATTHEWS, CVR,

COURT REPORTER

RUDIGER & GREEN REPORTING SERVICE
CERTIFIED YERBATIM REPORTERS
4116 LEONARD DRIVE
FAIRFAX. VIRGINIA 22030

(703) 591-3136




