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PROCEEDINGS
(10:15 a.m.)

CHAIRMAN DANA: Welcome, everyone. This is
September 14, 1992. I am happy to say that this is the home
of the Legal Services Corporation, right here at 750 First
Street, Washington, D.C., Northeast.

My name is Howard Dana. I’m joined by the other
members of the Audit and Appropriations Committee, Jeanine
Wolbeck and Basile Uddo ~- welcome -=- and other fellow Board
members Blakeley Hall and Jo Betts Love., We are also joined
by the president and senior staff and some very distinguished
menbers of the public, two I think.

The purpose of this meeting is to deal in an
anticipatory way with the Corporation’s operating budget for
the fiscal year commencing next month. And it is our
intention to spend whatever time is necessary to understand
the budget and understand the conseguences of the fiscal
reality that we are in so that we are in a position to
promptly respond to any initiatives that come from management
to deal with the budget.

I want to start off by saying that, for these
purposes, we are a committee of five, and I want everybody to
Diversified ‘ Reporling Services, Inc.
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ask questions. And so don’t -- just barge right in, and if
you don’t understand something, ask a question. And for that
matter, if there’s any member of senior staff or the public
that has a question to ask, they should also just barge right
in. We are not going to take any votes probably today. We
are here to understand and to learn. And the facilitator for
that is the comptroller-treasurer and chief muckety-muck,
David Richardson.

David, if you would come, I think that what I would
say at the outset is that the Committee and Board members
have a book which summarizes -- I‘1ll ask David to describe
it. Some of the information in here, I believe, is
reasonably confidential, is that correct?

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: In that it talks about individual
salaries. And I would ask Board members to keep that
information confidential.

David, maybe the first thing that would -~ the most
helpful thing would be to lead us through the book that you
have provided to us and/or the handout that you have just
given us. And, please, I want everybody to ask questions.

MR. HALL: Mr. Chairman, I have a questicn.
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CHAIRMAN DANA: Yes, sir,

MR. HALL: David, are those extra books?

MR. RICHARDSON: VYes, sir.

CHAIRMAN DANA: It may be helpful to make sure that
other people don’t have the same problems I had with my book.
If you turn to the very last section for OFS, there should be
three sections: one for Grants and Budget Division, one for
Central, and one for Program Support and Technical
Assistance. Does everybody have that, or do they have three
of the other?

I am reminded that I have neglected to ask for a
vote to approve the agenda. Is there a motion to approve the
agenda?

MOTTION

MR. UDDO: So moved.

CHAIRMAN DANA: Second?

MS. WOLBECK: Second.

CHAIRMAN DANA: Any discussion?

{(No response.)

CHAIRMAN DANA: All those in favor say aye.

(Chorus of ayes.)

CHATRMAN DANA: Is there alsco a motion to approve
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the minutas of our last meeting?
H OTION

MR. UDDO: So moved.

MS. WOLBECK: Second.

CHAIRMAN DANA: Any discussion, additions or
corrections?

(No response.)

CHAIRMAN DANA: Hearing none, all those in favor
say aye.

(Chorus of ayes.)

CHAIRMAN DANA: 1It’‘s a vote.

We are on the final agenda item, and -- David.

DISCUSSION OF MANAGEMENT ASD ADMINISTRATION BUDGET

MR. RICHARDSON: Okay. Provided to you very late
last week was the budget that is proposed by Management and
Administration. The budget -- we did find something this
morning. We need to add $60,000 to the budget. So on the
summary page, where you have got a budget of $12,000 -~
$500,561, we need to add $60,000. And that will be added to
the Monitoring Audit and Compliance Budget.

Each of the categories that you see in the
summary -~ what we have is the summary of the total budgets
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8

and then the information that supports each of those figqures
in the budget categories attached to it, from the Board of
Directors, Executive Office, and so forth, as we go through.
We try to project the activities of the year, those
involving, of course, with their grant-making are monitoring
the salaries, any proposed increases, and any new initiatives
that we may encounter. This year there are no new
initiatives proposed in this budget because of the limited
resources that we have available to us.

Last year’s appropriation -- let me back up a
little bit with that. We had an appropriation last year of
$9,774,000. Added to that was an amount of carryover -- and
I'm speaking only of Management and Administration -- that
raised the Management and Administration budget line to
$11,484,000.

The carryover funds that were available last year
to increase it that amount, which is approximately
$1.7 million, are not available this year. 8So what we have
had to do is to look at how we could structure our budget to
include some outside funds that we could bring our budget
within what we need to opefate this year.

CHAIRMAN DANA: David, may I interrupt you? Did I
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understand you to say that last year’s carryover at this time
was $1.7 million?

MR. RICHARDSON: That’s correct, sir.

CHAIRMAN DANA: And this year it is approximately
$700, 0007

MR. RICHARDSON: §750,000, yes, sir.

CHATIRMAN DANA: OKkay.

MR. RICHARDSON: So what we’ve had to do is look
about how we could reduce some operations, because we knew we
had increased costs coming. And we have done that in this
particular budget, and one of the major increases in costs,
of course, is the 400 Virginia Avenue property, which we have
only been able to sublet a portion of.

We‘re still working with the General Services
Administration, Charles E. Smith. And they have some clients
that are looking at this space and so is the General Services
Administration, so we’re trying to push forward and get that
leased as quick as possible. However, because it is not
leased at this time, we are showing duplicate rent -- that
is, rent for 400 Virginia Avenue and rent here at 750 First
Street.

CHAIRMAN DANA: Now, that is -- I am correct, am I

Diversified Regporting Services, Inc.
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not, that that is an accountant’s view?

MR. RICHARDSON: That is correct.

CHAIRMAN DANA: But we are not paying rent here and
will not be paying rent until approximately June 1st?

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: So is it fair to say that 800 and
-~ is the number $860,000, approximately =~ of the rent costs
in the occupancy line is a non-cash item?

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: 1In all other respects, this budget
is a cash-in/cash-out?

MR. RICHARDSON: That is correct.

CHATRMAN DANA: Okay. So, for our purposes, we
should bear in mind that $860,000 of these expenses we are
not going to spend this year?

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: OKay. And that also implies, am I
correct, that we do not lease out any more space at
400 Virginia Avenue?

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: Am I also correct that we have
leased out 20 percent of it now to the GSA?

MHversified Reporting Services, Inc.
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11
MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: And the 80 percent we have -~ the
GSA is a potential customer, and we have some non-~GSA people
locking at it?

MR. RICHARDSON: That is correct. We do have a
memorandum of understanding with the General Services
Administration to take an assignment on the full property.
However, they asked for six to seven months to complete an
appraisal and to find GSA tenants to move into the space.

In our memorandum of understanding, where we
allowed HUD to move into the space, there 1is a paragraph that
would be available to us, if somebody came intoc the space and
wanted to move in immediately, that we could do that without
jeopardizing the remaining space that GSA may require.

CHAIRMAN DANA: So is GSA -- do they have a legally
binding commitment to take the space at the end of six months
if we haven’t leased it to somebody else?

MR. RICHARDSON: We do not. It’s basically much
like we did with 750 First Street. Here it’s sort of a
letter of intent, a letter to negotiate.

CHAIRMAN DANA: But if that were to come about --
Lord, Lord -- we would not have double rent on into the

Biversified Reparting Services, Inc.
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future, past when we start paying rent here?

MR. RICHARDSON: Hopefully, yes, sir.

CHAIRMAN DANA: Okay. Fine.

MR. RICHARDSON: Okay. How would you like to
proceed? Would you like to go through budget by budget, sort
of comparing it to last year, or --

CHAIRMAN DANA: I think it would be -- I think that
would be helpful, first, to go through the budget on a per-
department by per~department basis.

MR. RICHARDSON: CQkay.

CHAIRMAN DANA: And, again, just interrupt, people.

MR. RICHARDSON: Okay. Let me, first, refer you to
the handout that I passed out this morning. This will give
you an idea of the budget as it now exists, and this is what
I’1]1 refer to in our comparisons.

For instance, with the Board of Directors budget,
through June, you had spent $264,000, So the original budget
was $310,000; we’ve increased it to $430,000. Working with
the Corporation secretary, we now project that we’re going to
spend, for the Board activities in 1993, $366,445. We have
projected, based on some meeting sites that we have
selected -- might want to review those just to explain where

Diversified Heporting Services, Inc.
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we got our costs fromn.

CHAIRMAN DANA: Am I correct that we’re looking
the best number we have for this year for the Board of
Directors is $427,0007

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: And you are proposing =--

MR. RICHARDSON: $366,000.

CHAIRMAN DANA: $366,500 for next year?

MR. RICHARDSON: Next year.

MR. UDDQ: Where did the $427,000 come from?

MR. RICHARDSON: We are adding the $264,000 in
column 11 of the paper that was handed out, and $162,000.

MR. UDDO: Okay.

13

at

MR. RICHARDSON: So we are adding those two figures

together.

CHAIRMAN DANA: It’s A, really attachment to the
last page of the ~-

MR. RICHARDSON: 2Attachment A, page 3 of 4,

MR. UDDO: Ifve got page 3 of 4, and I see -«

CHAIRMAN DANA: What you want is Attachment C.

MR. UDDO: C.

MR. RICHARDSON: Which already has the two added
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together.

MR. UDDO: All right. David, in the Board column,
what’s included in "Consulting"?

MR. RICHARDSON: It’s mainly your fees. It’s also
the court reporter’s fees, and there is approximately
$65,000 in outside counsel cost for the counsel to the Board.

MR. UDDO: That’s being projected for ‘83, also,
$65,000 in outside counsel costs?

MR. RICHARDSON: No. There is an amount ~-

MR, McIVER: Mr. Dana, may I ask, while he’s
looking, is the document confidential that is being discussed
now?

CHAIRMAN DANA: Have we got a -- do we have the
nonconfidentjal -- oh, no, that is not.

MR. RICHARDSON: There is $70,000 projected in next
year’s figure for --

MR. UDDO: For outside counsel?

MR. RICHARDSON: For outside counsel.

MR. UDDO: And that’s based on existing litigation?

MR. RICHARDSON: Yes, sir, plus just a rough
estimate of -~

MR. UDDO: Is that still Richardson and Gawler?

Diversified Reporting Services, Inc.
918 16T+ STREET, N.W. SUITE 803

WASHINGTON, D.C. 20006
(202) 296-2929




10

11

12

13

14

15

16

17

18

19

20

21

22

15

I‘m sorry, not Richardson --

MR. RICHARDSON: I hope not.

{Laughter)

MR. UDDO: Gawler and that other guy?

MR. RICHARDSON: Yes, sir.

CHAIRMAN DANA: Who’s the other guy?

MR. RICHARDSON: Wilkinson.

CHATIRMAN DANA: ©h, Wilkinson.

MR. UDDO: So we’re projecting that we’re going to
spend ancother $70,000 in Qutside counsel fees and basically
in those two cases?

MR. RICHARDSCON: That’s my understanding, yes, sir.

At page 7, under the Board attachment --

CHAIRMAN DANA: I see. I don’t understand how we
get to this number, David.

MR. UDDQ: Which number?

CHAIRMAN DANA: Well, now I‘m -- it’s on the first
page of the -~ under "Board" -- I see the $366,445 at the
bottom of the page. And that is the number that appears in
the summary sheet, which is in the first tab. But I’1ll be
damned if I know how we get all of those numbers up above.

MR. RICHARDSON: Would you -— I can walk through

Diversified Reporting Services, Inc.
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and see if -- to come to that. For instance, let’s look at
page 1, or 2.1 as it’s numbered. And, for instance, the
per diem, which is the attendance fees for the Board, totals
875,245,

CHAIRMAN DANA: Right.

MR. RICHARDSON: Then we go to page 4. I’m just
going to do the per diem as we go down. If we want another
one, we can do that. We’ve got attendance fees for
participants at the September annual conference of $5,775.

MR, UDDO: That’s for other than Board members?

MR. RICHARDSCN: That’s correct. And there are
also the pro bono awards. There is another $1,050 there.

On page 7, there is $3800 in per diems.

MR. UDDO: And what’s that for? Court reporters?

MR. RICHARDSON: Court reporters is the larger
amount, where you see, in the other category, for services.
And that equals $34,000.

MR. UDDO: Right. $34,000 is the total amount we
spend on court reporters?

MR, RICHARDSON: Yes, sir. It’s approximate.

CHAIRMAN DANA: I see how they’re doing it now. I
got it.
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David, on page 1, I understand that your ~- this is

the Board, and we’ve got per diem charges of $75,000, air

fare expenses of about $65,000 --

MR. RICHARDSON:

CHAIRMAN DANA:

Right, sir.

== and other expenses of $76,000.

Is the "other" -- you have written "fees" next to it. 1Is

that counsel fees,

different

meals.

or is that --

MR. UDDQ: It’s attendance fees.

CHAIRMAN DANA:

Attendance fees? Or how is it

from the per diem? Is "per diem" expenses?

MR. RICHARDSON:

CHATRMAN DANA:
MR. RICHARDSON:
CHAIRMAN DANA:
Mﬁ. RICHARDSON:
CHAIRMAN DANA:

MR. RICHARDSON:

are the $7,000 --

CHAIRMAN DANA:

MR. RICHARDSON:

CHAIRMAN DANA:

Per diem, I’m sorry, would be the

Meals?

Yes.

And the air fare?

Meals and the air fare.
Okay.

And then, you’re right, the fees

Okay.
-= or $70,000 there.

So that’s ~- that’s the $216,0007
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MR, RICHARDSON: Right, sir.

MR. UDDO: Well, then I‘ve got a question, David.
Can the per diem really be $7,000 just for Board members for
one meeting?

MR. RICHARDSCON: Per diem and hotel. It‘s both,
meals and hotel.

MR. HALL: And air fare?

MR. UDDO: No. Air fare is separate.

MR. RICHARDSON: Yes. Normally, on a Board meeting
-- for instance, here in town, it’s about $17,000 to $18,000
for the air fare and the ~-

MR. UDDO: Well, i'm not talking about air fare. I
can understand air fare. The per diem strikes me as high,
and I’m just trying to find out what goes into it. That’s
basically meals and hotel?

MR. RICHARDSON: Meals and hotel.

MR. UDDO: David --

MR. RICHARDSON: Let’s look at 100 and --

MR. UDDO: == that still sounds -- I mean, I’m Jjust
assuming that we spend, if we’re here for two days, it’s
maybe a little over $200 for the hotel, and the per diem for
meals is what, $30-something?
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MR. RICHARDSON: §34,.

MR. UDDO: So you’re averaging $300 per Board
member with 11 Board members, and they don’t élways show up.
How did we get the $7,000 just for Board -- I mean, I can
understand if we’re including staff and other people, but how
did we get the $7,000 just for Board members’ per diem for a
meeting?

MR. RICHARDSON: Well, it does not include staff.
Do you recall?

CHAIRMAN DANA: Let’s see, this is --

MR. HALL: Does that include all the meeting rooms
in hotels?

MR. UDDO: Well, that’s what I‘m trying to find
cut. Is that --

MR. O7HARA: I think it does.

MR. UDDO: It includes the expenses of the meeting
roons and that sort of thing?

MR. RICHARDSON: Yes, sir, it would.

MR. UDDO: 2And lunch provided and all that, I
guess?

MR. RICHARDSON: Yes, sir.

MR. UDDO: It still ~- I mean, it still seems high
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to me, $7,000, but --

MR. RICHARDSON: All right. Here -- Pat does have
a breakdown in the back. What we have is --

MR. UDDO: Where would that be?

MR. RICHARDSON: In the notes that she has given
ne --

MR. UDDQ: Oh, okay.

MR. RICHARDSON: =-- I‘ve got a copy of -- but, for
instance, we base it on nine members for three days at $200 a
day. And then we have two members at four days at $200 a day
is $1600. So that equals the $7,000. So we’re basically
projecting a three-day meeting.

MR. UDDO: Projecting three-day meetings and an
average cost per day of $2007?

MR. RICHARDSON: Yes, sir.

MR. UDDO: Well, then, yes, I can see how that
would get to $7,000.

MR. RICHARDSON: And then your fees, $320 a day
times two days -- 11.

MR. UDDO: Mm-hmm. Okay. No, I understand what is
going into it now and how the projection is being made,

CHAIRMAN DANA: All right, so that in addition to
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the Board, which is $216,000, we’ve got a section for the
Competition Effort? That’s page 2.

MR. RICHARDSON: Yes, sir.

CHAIRMAN DANA: I don’t get that. What is that,
and why is that in here?

MR. RICHARDSON: Well, the Competition Task Force
has been charged to the Béard's budget, and those are travel
of the key members of that from the field that are coming
in to meet with the Board or meet with the staff.

CHAIRMAN DANA: Okay. I would think it would be
more appropriate to treat that as an expense of.the
Competition Project, which has its own budget item -- budget
category, does it not?

MR. RICHARDSON: There is -- we are actually
looking to see -~ most of the time when appropriations are
made for grants, we do pay for just grants only out of that.
We actually have General Counsel looking to see if we can
charge some of the expenses to that project.

CHATIRMAN DANA: Well, in last year’s budget, we
have $977,000 in 792, and we have, depending upon where you
look, a significant amount set aside in this coming budget
for the same project. And my understanding of the budget
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that has been generated for that project, it includes the
cost of administration and the Advisory Committee. And those
other costs were built into the estimate for the Competition
Project, were they not? Ellen.

MS. SMEAD: That budget is still being worked on,
because we’re still working on the training cost. So the
total extent of the budget hasn’t been determined yet.

CHAIRMAN DANA: But the number that was distributed
at the last meeting, which I think came to $1.5 million or
$1.6 million, included the costs of the administration of the
project?

MS. SMEAD: It did not include the cost of the
Advisory -- I don‘t think it inc;uded the cost of the
Advisory Committee meeting on a quarterly basis. I’d have to
look it up again.

CHAIRMAN DANA: All right. I would think that we
-~ for the record, I would think that we ought to at least
view the competition effort and perhaps we should not use --
we should not take anything for our staff.

But to the extent that we are using congressionally
earmarked funds for the Competition Project and we are using
it for consultants and the Advisory Committee, I would think
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that could properly be allocated to the money set aside for
the whole project. |

If General Counsel says otherwise, that’s obviously
the last word. He smiled. But it would seem to me that that
was certainly our intent.

The next page is an ADR Project. That is alsoc a
Board initiative; is 1t not?

MR. RICHARDSON: That is correct, sir. So
there’s --

CHAIRMAN DANA: That is another --

MR. RICHARDSON: Possibility.

CHAIRMAN DANA: -- item that we could allocate to
that Board initiative line -- another Beoard initiative, but I
gather it has become sort of our baby as the annual
conference costs for participants and awardees, which is
page 4, now 5 and 6. And page 7 is the court reporting costs
and services for the Board?

MR. RICHARDSON: Yes, sir.

CHAIRMAN DANA: and page 8 is largely the outside
counsel, correct?

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: And the sum comes to the $365,000,
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which is the $366,000 on the summary page?

MR, RICHARDSON: That is correct.

CHAIRMAN DANA: Are there any other questions
concerning --

MR. UDDO: Yes, I have one., What are occupancy
costs charged to the Board line?

MR. RICHARDSCN: For instance, when you go to
Los Angeles for a Board meeting, they charge you for the
conference facility that you’re using. So that is the room
cost for the setup of the meeting.

MR. UDDO: Okay. Se¢, that’s not in the per dien
that we were speculating before might be in there; it’s a
separate thing?

MR. RICHARDSON: That is correct, yes. The
per diem is only for your room rental, not for --

MR. UDDO: Room rental and meals.

MR. RICHARDSON: Room rental and meals, right, but
not for the conference rooﬁ.

MR. UDDO: The conference room. OCkay.

CHAIRMAN DANA: Where are the occupancy costs,
so-called?

MR. UDDO: They’re not broken down; they’re on the

Biversified Reporting Services, Inc.
918 1674 STREET, N.W. SUITE 803

WASHINGTON, D.C. 20006
(202) 296-2020




i0

11

12

13

14

15

16

17

18

19

20

21

22

25

summary, on Attachment C of the handout, as $7,240. But I
don’t see a page summarizing it.

CHAIRMAN DANA: But that’s for this year, none for
next year -- contemplated. Right?

MR. RICHARDSON: There are some contemplated for
the cities, yes, that we would travel to.

CHAIRMAN DANA: Not in the --

MR. RICHARDSON: But not here.

CHAIRMAN DANA: Not in the summary.

MR. UDDO: It’s not on the 793 proposed budget.

CHATRMAN DANA: Well, it looks right.

MR. RICHARDSON: I’ll have to go back and verify
it. It may be that it’s in the other category, but I’1l
double~check that.

CHAIRMAN DANA: All right. Turning to the
Executive Office, this is a pattern that the Board has seen
before. The first page is the summary. Then we get into the
compensation line. That $60,000 that we had to add to this
budget, some of it, I think, we can recover on the top two
lines there.

MR. RICHARDSON: Yes. sir.

CHAIRMAN DANA: Okay. For members of the Board, my
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understanding -- and, David, correct me if I am not
reasonably right -- is that this budget is a freeze budget
that has been built around a 6.2 percent potential raise and
a 2 percent potential one-time cash payment --

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: -- or a potential maximum raise of
8.2 percent, which occurs at an employee’s anniversary? When
someone comes to their anniversary, they have a ~-- their
compensation is reviewed; is that correct?

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: And for the record, in this current
year, the Executive Office line was almost $880,000. And
it’s proposed for next year to be $575,000. Is that correct?

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: A lean Executive Office.

Any questions on this line?

MR, UDDO: The special assistant to the president
and the executive assistant and administrative assistant --
cnly the administrative assistant is a new position, and the
other two existed and just haven’t been filled?

MR. RICHARDSON: Actually, sir, we’re not
contemplating, in this particular budget, filling any of
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them.

MR. UDDO: Any of those three?

MR. RICHARDSON: That’s correct.

CHAIRMAN DANA: That’s right.

MR. UDDO: All right.

CHAIRMAN DANA: The only employvees will be the
president; his counsel, Ken Boehm; the acting vice president,
Amelia; Pat Batie; Ruby McCohn; Dickens; and Johnson.

MR. O’HARA: That’s right.

MR. UDDO: OCkay.

CHAIRMAN DANA: The next page is the component of
the raise which goes into effect if, as this person on here
-- he unfortunately has a birthday, I think, in -- or an
anniversary date in September, and so therefore his raise
will be tiny, but he’ll get a raise this month.

MR. RICHARDSON: That’s correct.

CHAIRMAN DANA: So, over time, it balances out.

Now, on the next page, it’s contemplated that we
will spend a fair amount of money getting our staff to
meetings. How does that compare with the expenses we’ve had
this year?

MR. RICHARDSON: We can go to C of the attachment
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that was handed cut -- the amount spent thus far in the
Executive 0ffices, almost $70,000.

CHAIRMAN DANA: &and you‘re cutting it to $43,000?

MR. RICHARDSON: That’s correct, sir.

CHATRMAN DANA: Is that a realistic reduction?

MR. RICHARDSON: Well, there are some other things
that were charged intc the Executive Qffice that we
contemplate not doing next year, for instance, the
presidential forums and where we brought some directors in.
We just don’t have enocugh money to do that. So, I‘m working
with Mr. O’Hara and his travel plans, he feels that this
projects ==

CHAIRMAN DANA: One suggestion for reducing the
costs of Board travel -- the advantages of going out and
leaving Washington are that it helps us understand the fieldq,
and it helps the field, ostensibly, understand us. But the
high cost of going out there is, in part, taking our extended
staff.

If we were to so arrange our committee meetings so
as to have our committee meetings in Washington and, when we
go out, basically go out as a whole Board, it would be
possible for Management to reduce the number of staff people
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attending., And it’s keen suggested to me that that might

help reduce the cost associated with moving our executives to
follow us on road trips.

MR. UDDO: Would that really save money,
considering we would have to make two trips as a Board, one
for committees and one for a Board?

CHAIRMAN DANA: The idea would be have a -- to try
to schedule committee meetings every other month, when we’re
in Washington, and to not have committee meetings, if
possible, in the month that we are learning on the road.

And so I don’t know that that is going to be
feasible. For instance, if we get our job back this year
from a regulatory standpoint, I think the Ops and Regs
Committee may be fairly busy. If we don’t, they won’t be,
Just something to think about.

MR. UDDO: All right, I’d like -~ yes, I’d like to
see the figures, because I’m not so sure that there would be
much savings in that. But what I was going to suggest, I
guess, to you, Jack, is maybe instead of discontinuing some
of your presidential forums, you could hold them in
conjunction with Board meetings when you’re going to be out
scmeplace anyway.
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We could try to work out the scheduling of Board
meetings away from Washington in places that you might think
would be good places to do that, and hold those forums in
conjunction with the Board meetings, because I think they’re
a good idea. And I think they’ve been a large part of your
success so far. 5o rather than do away with them, maybe
there’s a way that we could put the two together.

MR. O’HARA: The whole purpose was not to eliminate
the forums, because, I agree, they are critical. I find that
the executive directors have meetings by regions, and what
I’'m going to try and do this year is to get to the regional
meetings. There were a couple I was invited to this year I
couldn’t do. I‘m going to continue the cone-on-one with
different executive directors as I go around and learn about
the progranms.

But the original proposal that Mr. Dana is talking
about with regard to the Board meetings away from Washington
was to not eliminate completely staff travel, but put me in a
position where I wouldn’t have to take as many as 10 or 11
pecple to a staff. It would be those staff members who would
be crucial to that particular Beoard meeting.

For instance, a meeting in one part of the country
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night be looking at inner-city problems. Another meeting
might be reflecting on the aging problem. Another one might
be reflecting on the Native American. We have to go into
these different categories.

Each suggested Board meeting away from Washington
next year has a defiﬁite purpose in having the meeting, so
that the Board could concentrate on that particular thing.
And that particular committee involved in that would be able
to hold a committee meeting at that time. But it doesn’t
eliminate it completely. But it’s a way, to me, to look at a
way to cut down on the number of staff that have to travel.

MR. UDDO: I understand.

CHAIRMAN DANA: Moving along, if there are no other
questions under the Executive Office, General Counsel --

MR. UDDO: Let me -- this is a digression, but,
David, on the Attachment C to the handout, under the Board
line again, this $3500 for communications, which isn’t
reflected on your ‘93 budget, what does that include, and why
isn’t it on the 793 budget?

MR. RICHARDSON: That would include the calling
cards and the calls back and forth, and we’re trying to look
at a way that we can include it completely under my
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particular budget in Administration. And if it doesn’t work
out that we can do that, then I’ll move a part of my
particular budget into the Board to take care of that
expense.

MR. UDDO: All right. And what about Other
Operating Expenses, which was over $18,000 for ‘92 and is
only $4,000 in ‘937

MR. RICHARDSON: Well, a lot of that is, for
instance, rental of equipment. And, of course, we’re hoping,
with these particular facilities, that we can -=-

MR. UDDO: Eliminate some --

MR. RICHARDSON: =~ eliminate some of that. But it
won’t be eliminated completely.

‘MR, UDDO: Good.

MR. O’HARA: Could I add one other thing to that?

CHAIRMAN DANA: Certainly.

MR. O’HARA: We are looking at a new way of doing
things in the next coming year, the idea being that if we can
eliminate a lot of these extra costs which we incur as we
travel around the country. We’ve had a couple of meetings at
hotels which have not been downtown, they’ve been maybe out
towards the airport or another area. And we find that a lot
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of these hotels will furnish a lot of the meeting rooms and
the equipment such as this gratis and include in some -- in
many cases a breakfast with the room.

MR. UDDQ: Sure.

MR. O’HARA: So when you add up six meetings a year
by 15 or 20 people, you’re talking a considerable sum of
money.

MR. UDDQ: Sure. That’s fine,

CHAIRMAN DANA: And they‘ll leave the light on for
you.

{Laughter)

MR. O’HARA: And for an additional towel, they’ll
give you a TV,

(Laughter)

CHAIRMAN DANA: David, General Counsel, you’ve --

MR. UDDO: Let me just say one thing about that
before you go on. That’s fine -- no, no, that’s fine.
That’s fine. But we’ve had some bad experiences with hotels
from when I was on the Board before. In Tampa, we ended up
in a hotel -- were you there then -~ that was in bankruptcy.

I won’t go into the whole thing, but we walked into
hotel rooms that had no furniture other than a bed or beds

Diversified Reporting Services, Inc.
918 167+ STREET, N.W. SUITE 803

WASHINGTON, D.C. 20008
{202) 206-2929




10

11

12

13

14

15

16

17

18

19

20

21

22

34

with no linens on them. So be careful when you do that. I
don’t have any problem with it, but be careful.

MR. O’HARA: ©No, we will check out every hotel. as
you know, this is a --

MR. UDDO: Ruby knows some of those experiences. I
know she was here then.

MS. McCOHEN: That was before your time.

MR. UDDO: Was it really? You weren’t in Tampa?

MS. McCOHEN: I don’t remember.

MR. UDDO: Yeah, okay.

MR. O’HARA: Yes, this is a good time, because
right now the hotel industry is suffering along with
everybody else, and we --

MR. UDDO: We’ll be able to make deals.

MR. O’HARA: We’ll be able to manage some good
deals next year.

CHAIRMAN DANA: Okay. You contemplate reducing the
General Counsel’s line from an estimated cost of almost
$1.2 million to $1 million. How are you managing to do that?

MR. RICHARDSON: The main area that we’re looking
at is trying to reduce the litigation cost, and that’s
something that we’ll have to monitor through the year.
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Attachment C of the form shows that we’re projecting
litigation costs of almost $500,000 this year. And in this
particular budget, there’s oniy $275,000 for that fund.

So we’re going to have to monitor that very
closely, and hopefully we can achieve guite a bit of
reduction in that particular line. And that’s where the
majority of this is coming from.

CHAIRMAN DANA: There are no -- am I correct --
there are no positions vacant or new positions to be filled
in this department?

MR. RICHARDSON: That’s correct, sir.

MR. O’HARA: Excuse me. We have =- we just had a
resignation in OTC, Todd Taylor.

MR. RICHARDSON: That’s correct, in the last week.
I think what Mr. Dana is referring to are the ones that are
listed at the bottom, where we have to be filled -- and the
senior litigation deputy general counsel, legal secretary.
None of those are projected to be filled.

CHAIRMAN DANA: Okay. Now, are there any guestions
on the IG -- I mean, the General Counsel, before we get to
the IG?

MR. UDDO: Those litigation costs and getting those
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down -- how do we pick outside counsel, do you know?
MR. RICHARDSON: I would let Mr. Fertunc speak to
that one.

DISCUSSION OF GENERAL COUNSEL BUDGET
MR. FORTUNO: What we have been doing is that --
and a lot of corporations are doing this now, is they’re
going from larger firms to regional firms. 2And we don’t have
cases ongoing ==~
MR. UDDO: What’s "a regional firm"?
MR. FORTUNO: Instead of going, say, with a Skadden
Arps -~ a large firm, national practice, offices‘all over the
Country =-- we may go with a smaller firm that nevertheless
pffers high quality services.

It may be, instead of Skadden Arps, a Cooper, White

-

Cooper that’s out on the West Coast, doesn’t have offices
round the country, but that, for example, if we have
itigation out on the West Coast, we may go with the smaller
irm that we’ve used before, has a proven track record, and
nows that we don’t have coming-up-to-speed costs, where, as

. O’Hara pointed out, because of the economy they’re
willing to make concessions, where there are no trial
expenses --
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MR. UDDQ: Why wouldn’t you use a local firm?

MR. FORTUNO: We oftentimes do. We do, for
example, in Louisiana. 1If, for example, in California or out
on the West Coast, we’ve got four cases going, we may use one
firm to handle them if it’s not going to cost us any more.

For example, if we’ve got a case in Oregon, a case
in Los Angeles, a case in San Francisco, and a case in some
other location on the West Coast, rather than identify a new
firm in each of those locations, retain those people, bear
the costs of bringing them up to speed, if we can get a firm
that has already represented us, people we’re familiar with,
people who know us, people who are up to speed -- if they
agree to handle the case somewhere not in their home city but
handle it for us and not charge us the cost of traveling to
that city, we may be better off doing that, especially if
it’s a firm that has agreed to hold their rates down. We’ve
negotiated discounted rates because of the volume of work we
give them; they’re able to do that.

Whereas, with a new firm, oftentimes they’re not as
willing to discount their rates as steeply. We’re going to
incur coming-up~-to-speed costs, and it’s not a known product
in that we’ve not worked with them before, so we don’t have a
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relationship and know how good a job they can do for us.

So we may tend to do that. We may tend to use a
firm that can do something like the West Coast for us.
Louisiana -- we just -- down South, we don’t have as many
cases, so we don’t identify a firm that we can develop that
kind of relationship with. What we do is ~- depends on where
the case is -- we try to identify somebody locally, and we’ve
ione that. It’s not a global appreach. It’s not as though
we have four firms, one on the West Coast, one on the East
Coast, and a couple Midwest, North, and South.

We play it by ear, and it depends on the

¢ircumstances. It depends on the kind of case it is, it

depends on the kinds of resources it’s going to consume, and
e’re learning as we go and developing a system as we go
long. But we’ve had some measure of success.

I think one of the reasons why we'’re looking at
eeping that budget low next year is that part of the
xpenses we have incurred this year we’ve incurred in suing

insurance carriers to get them to foot the bill. We’ve had

gome success., In fact, we‘ve seen -~ we’ve had money going

Q

ut; we’re now seeing it come in. 8o I think that Dave will

tlell you that we now see checks coming in, or we see
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insurance cqmpanies picking up the tab, where they‘re billed
directly.

We’ve got one major piece of litigation out on the
West Coast right now, Continental Insurance Company. And
that has cost us some money, but we’re hopeful of recovering
what we’re spending on litigation and some additional funds,
which is what the litigation is about is getting them to
cover some other litigation.

So that if this money starts to come in next fiscal
year, that will help to carry our litigation. We, hopefully,
won’t have to take as much from LSC’s appropriation to put
into that line, because we will have some money coming in to
help us with that.

That money, if I’m not mistaken, comes back to the
OGC consulting line. So that it’s a "revolving fund," if you
will, and we’ll excuse the expression.

MR. UDDO: Have we ever tried bidding out the work?
I mean, have we ever asked several firms to bid on it?

MR. FORTUNO: Yes. Yes. What we’ve done is,
judging on the kind of -- for example, if it should be
something involving 1630, what we may look to do, as we’ve
not had the kind of litigation before, what we may do is look
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to other government agencies and see -~ agencies which
question cost procedures ~- how they’re handling them; when
it’s federal court litigation, who is handling that for themn.
Is it the U.S. Attorneys 0Office? Are the using
private firms? If it is the U.S. Attorneys Office, are there
people who were with the U.S. Attorneys Office who are now in
private practice who are doing that kind of work? We get
some references. We may contact them to see if they’re
interested in the work -- and they almost invariably are, of
course --~ what thelr rates are, what kind of concessions
they’re willing to make, and we negotiate with them. It’s
not just a matter of "This is your rate. Okay, take =~ “

MR. UDDO: Well, that’s not exactly what I’'n

talking about there. That’s negotiating a discount with a

 firm that you identify.

MR. FORTUNO: Bidding it out formally, as we do
%cme of our grants, no, we’ve not done that. Generally we
don’t have terribly much time. Generally we’re sued. We’ve
got so many days, say 20 days to file an answer or some other
yesponsive pleading and don’t have sufficient time to engage
in a fairly elaborate, time-consuming process. It all has to
e done much more quickly, because we have to bring somebody
Diversified Reporting Services, Inc.
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on, we have to get him up to speed.

In many instances, we do the work ourselves and
then give it to them, because at that point in time, they
don’t have enough time to come up toc speed and prepare the
pleadings. But we do have somebody who’s going to be
prepared to enter an appearance when the time comes.

If it’s here in D.C., it’s more easily done,
because we can enter our ownh appearances. If it’s outside
the D.C. area, we do have to identify somebody fairly
gquickly. And so we don’t have time to get involved in a
lengthy process.

And wvhat we try to do is come up with a truncated
version of bidding out, and that is identify firms who could
do this kind of work, who would have the resources to do it;
speak with them, ask whether they would be interested in it
and, if so, what the rates would be and what other
concessions they can make, as in travel concessions and
concessions in their rates, and do it that way. Basically,
it’s just a matter of time -~ time doesn’t allow.

CHAIRMAN DANA: I don’‘t know whether this is what
Basile was coming to, but has the Corporation ever considered
seeking competitive bids for the General Counsel’s function
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here?
MR. FORTUNO: No, I don’t think we have. I do know
that we’ve -~ it’s not been competitively done, but we have
consulted with firms about a more formalized relationship, so
that they agree to keep their rates at a certain point, not
to exceed a certain point. They agree to certain
arrangements, concessions along the lines that I was talking
fbout before.
And when work comes up in an area that they would
cover, then we would refer that work to them. That does tend
to Keep costs down. It gives us some flexibility, of course.
[f we’re unhappy with the firm, we can always move over to
someone else. We’re not locked into that. But something
along the lines you were discussing, no, that’s never been
ponsidered that I know of.
CHAIRMAN DANA: Any other questions of Vic on this
issue?
(No response.)
CHAIRMAN DANA: Thank you, sir.

DISCUSSION OF INSPECTOR GENERAL BUDGET

CHAIRMAN DANA: The IG is here. Welcome. We have

your freeze budget, which reflects a significant increase
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over your costs for this fiscal year, but it appears to be
largely a function of the staffing-up process that you have
been engaged in. Do you have a copy of what you provided or
what we have?

This budget contemplates no new hires, if I'm
reading it correctly. So you have -- do you have 13
employees at this time?

MR. QUATREVAUX: Counting myself.

CHAIRMAN DANA: Counting yourself. And is that
gufficient to do the job, as you see it?

MR. QUATREVAUX: No, Mr. Chairman. We were
requested at one time to submit three budgets, and
subsequently it was cut back to twe. We were asked to submit
what is a freeze budget, which our interpretation was simply
current staffing level. We also submitted what’s termed an
"operating budget," which reflects what we think we need to
do the job that we’re supposed to do. It does carry with it
five new positions.

CHATIRMAN DANA: 2And the bottom-line cost of the
operating budget is what?

MR. QUATREVAUX: $1,229,000.

CHAIRMAN DANA: And is that annualized for those
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five new positions, 100 percent annualized in that number?

MR. QUATREVAUX: No, they’‘re not. There at three-

gquarters. For four of the positions, three-quarters
anticipate a January hiring. The other position is an admin
position; it’s a secretarial Grade 3 level, which we would

1like to hire as of the 1st of October.

CHAIRMAN DANA: You said that there were originally

three proposals -~ three budgets requested, one freeze, one

pperating -- what’s --

MR. QUATREVAUX: There was something called a "Two

and-a-Half Budget," or something like that. I don’t recall.

CHAIRMAN DANA: David, what was that about?

MR. RICHARDSON: When we had started the process,

we had asked, at your request, of course, to have a freeze

pudget with existing staff levels. And then we also asked
sach of the directors to provide us with what they would feel
they would need to operate with, an operating budget.

We’ve also talked about coming back together the

first week in October and start preparation of a /94 budget
so that when we start talking about the 794 budgets, you’ll
have some firm figures, also, to work with -- basically to

prepare for next year’s budget requests and appropriation.
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CHAIRMAN DANA: Your budget, Ed, does contemplate a
$75,000 Special Projects item, and that’s -- without
identifying it, what is the nature of that?

MR. QUATREVAUX: 1It‘s primarily audit work that is
in excess of either our expertise or general resource level.
You’ll note, Mr. Chairman, when you compare the freeze and
operating budget, that the operating budget, with the new
people on board, has a consulting reguest of $50,000, as
opposed to $75,000, in recognition of the capability that
those peopie provide.

CHAIRMAN DANA: So you’re not entirely without
personnel flexibility in even this freeze budget?

MR. QUATREVAUX: Well, that’s right, but you will
recall that these new personnel are related to the audit
quality assurance function, which relates to grantee audits,
which there are a number of different ways to lock at it. We
have a statutory responsibility to ensure that audit work
done by nonfederal auditors meets professional standards.
That’s part of it.

Another part of it is to ensure that the audit work
that the local programs and their boards are paying for, that
they get their money’s worth and that we do, also. It’s also
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related -- it is an item, an element of deterrence with
tegard to very large potential defalcations. So it comes
from a variety of angles, serves a number of purposes.

I guess, lastly, you will recall at one time -- as
we were struggling to get the application of the IG functions

here at LSC, at one time we believed the GAO position was

that responsibility for these audits, including
$dministration, policy, et cetera, should be in 0IG, which
would have involved a substantial resource for desk reviews.
So we subseguently have been able to get to this
lower-cost approach of the guality assurance audits. MAC
will do the bulk of the work, and then we’ll take a sample
and take a look at those, do the gquality assurance reviews on
that sample. So this is a lower-cost approach than just a
literal application of the IG Act would entail,.

CHAIRMAN DANA: Arguably literal. But of the 13 =--
MR. QUATREVAUX: Well, let me just say that 0IGs,

federal inspectors general offices, performed over 11,000

(o R

lesk reviews of grantee and contractor audits in FY ’91. They
dlso did another 400 quality assurance reviews. So this is a
unique situation in that we are not taking the primary role
here.
Biversified Reporting Services, Inc.
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CHAIRMAN DANA: Well, let’s defer that discussion.

We’ve had a piece of it at other times. But of the 13 people
in your department, how many of them are involved in desk
reviews of audits that are performed in the -- audits that
are done by CPAs in the field of grantees?

MR. QUATREVAUX: Currently?

CHAIRMAN DANA: Yes.

MR. QUATREVAUX: None.

CHAIRMAN DANA: So none of the pecople that you have
here are going to be doing that?

MR. QUATREVAUX: That is correct.

CHAIRMAN DANA: How many of the pecple here are
going to be doing quality assurance reviews of those audits?

MR. QUATREVAUX: 1In search periods, they will more
or less reinforce -- some of them will. In this case it’s
going to be a matter of scheduling of audits in such a way as
to try to make sure that we have the maximum flexibility.
There are some audits that are performed that are beyond our
control as to their timing.

Also the audit methodology itself is such that an
audit is begun with a preliminary estimate of the amount of
work and the schedule and that sort of thing. And it’s the
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preliminary survey, as well as, during the course of the

audit, what is discovered. These things have the potential
== and this is particularly true in nonfinancial audits --
you know, to severely affect the duration and resources
involved.

CHAIRMAN DANA: I am sure that this will vary from
month to menth and probably from year to year, but could you
give us an estimate of the extent to which your department is
focusing on this Corporation, as distinguished from its
grantees?

MR. QUATREVAUX: Well, I think that what you said
is certainly accurate. It does vary from time to time.

We're still in a settling-in process, where we are trying to

+—= have been most of this year, while we were building an
organization and trying to go through all the hoops in
figuring out what our relationship is and ought to be with
regard to the field. We are almost there with regard to the
¢orporation, but the Corporation was here, so we began here,
And we have been conducting internal audits, as you are
gware.
Over time, there’s no question that the bulk of the
gctivity is going to be with regard to the field, simply
Diversified Reporting Services, Inc.
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because that’s where the money is. But in terms of effort,
in terms of seeing that sort of -- in terms of that being
manifested, that’s a couple of years out, becéuse we have
many things that have to be audited internally here at the
Corporation.

Some of the kind of audit work that has to be done
at the Corporation is quite substantial. And just te mention
-- a performance audit of any operating element within the
Corporation is quite an undertaking, will require a lot of
resources and a long periocd of time.

CHATIRMAN DANA: I’m not sure I got an answer to my
question, but I guess there may not be one.

MR. QUATREVAUX: I think anything you see now is
not going to be representative of the long-term, stabilized
situaticon. I think what you‘re going to see now, at least
initially -- what you’ve seen in this past year has been
almost 100 percent internal, at least with regard to audits.
Now, 100 is a little too strong, but the bulk of it by far
within the Corporation.

CHAIRMAN DANA: Well, you have devoted a certain
amount of time ~- and maybe they were investigators who were
out dealing with problems.
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MR. QUATREVAUX: Well, yes, I was trying to do it

on an audit basis. But, yes, investigations -- to fold that
into it -- and that’s something that’s totally unpredictable
it seems. Investigations -- we’ve had several in-house, as
you are aware of, and a few out in the field as well.
CHAIRMAN DANA: I mean, I think it would be helpful
-- probably there are other members of this committee who are
more Knowledgeable than I am about the work of your
department. But to the extent that there are areas that you
would like to audit or investigate if you had time or when
you are at a point where you can do that, you anticipate
doing an investigation or an audit of this facet in the
future. It’s not an emergency, but it is sort of an "out
there" plan.
I think, from an evaluation of your requests,
fiscal regquests, it might be helpful to see something like
that to know what is sort of on the agenda. And if you had a
larger staff, you could get at it sooner. At least for me it
would be helpful. Then I would have some sense of, other
than responding to the inevitable need to investigate an
audit, what sort of is on the long-term game plan for your
?epartment.
Diversified Reporting Services, Inc.
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I think if you have -- if that’s something that vou
could share with the Board, as to your current thinking on
it, I think at least this Board member would appreciate it.

Any other questions of the IG?

(¥o response.)

CHAIRMAN DANA: The Corporation’s capacity to deal
with anything other than a freeze this year is something
we’re going to deal with later on today. How we’re going to
pay for a freeze budget is not altogether clear, never mind
expanding. And I think that you may be able to help us with
suggestions and ideas in that regard, so I'm sure we’ll bhe
talking again before the day is over.

MR. QUATREVAUX: Okay, fine. Thank you.

CHATIRMAN DANA: Department of Human Resources -- I
note that this department appears to be increasing
substantially in its -- in the bottom line. David, can you
account for that?

DISCUSSION OF HUMAN RESOURCES BUDGET

MR. RICHARDSON: In the Office of Human Resources,
we have one new employee. And this lady was just hired in
the last few weeks, so that would attribute some of the
increase in salary. We have also switched one employee with
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the Executive 0ffice who was at a higher rate than the one
that was exchanged, so that would account for some of it,
also.

The main increase that we have here is in the
benefits line. In talking with our insurance representative,
it looks like we’re going to have about an 18 percent
increase in our benefits. The main one that is funded in
Human Resources is the dental insurance, and that has gone
up. I think last year we budgeted $75,000, and then this
year it’s at $95,000. So that’s an increase.

The disability insurance has gone up each year, and
we’ve got an increase there. Unemployment compensation --

the District of Columbia is looking for every way possible to

increase their flow of cash, so they’re increasing that
#articular line. And then the rest of them are pretty much
the same as they were last year. I think the disability went
yp $5,000, just a sight increase there.

CHAIRMAN DANA: David, are benefits 100 percent
provided by the Corporation, or is there a contribution from
the employee, too?

MR. RICHARDSON: In the unemployment, it’s

=

00 percent Corporation. And the dental insurance, it’s
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100 percent the Corporation.

CHAIRMAN DANA: 1Is that employee or employee and
family?

MR. RICHARDSCON: Employee -— it’s both, employee
and family.

MR. UDDO: So employee and family is 100 percent
paid for by the Corporation for dental insurance?

MR. RICHARDSON: That’s correct, sir.

MR. UDDO: And disability insurance?

MR. RICHARDSON: 1It’s 100 percent paid by the
Corporation.

CHAIRMAN DANA: Is health insurance full family,
100 percent Corporation?

MR. RICHARDSON: No, sir. That is a shared cost.
The employee pays approximately 20 percent, and the
Corporation pays 80.

CHAIRMAN DANA: For the family?

MR. RICHARDSON: Yes, sir.

CHAIRMAN DANA: How about for the individual?

MR. RICHARDSON: The same percentage.

MR. UDDO: Those are good benefits.

CHAIRMAN DANA: The percentages -- the benefit line
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is -— next year it’s anticipated to be 25 percent of the
payroll.

MR. RICHARDSON: Well, one of the things that --
we’re lucky here, too. For instance, in yesterday’s paper
there was an article that the federal Blue Cross and Blue

shield, which is what we have, the premiums are going down.

Fe, being private since October 1, 788, ours will go up. So
to remain competitive, we’ve tried to pay the same percentage
that the federal government does.,
MR. UDDQ: The federal government pays 80 percent
of medical? |
MR. RICHARDSON: Yes, sir.
MR. UDDO: But what about dental and disability?
MR. RICHARDSON: That I‘ve not researched, sir.
CHAIRMAN DANA: The federal government pays
80 percent of the family health care?
MR. RICHARDSON: Yes, sir.
CHAIRMAN DANA: The wife of a federal employee is
ghaking her head.
MR, UDDO: Well, I was going to say =-- but, I mean,
with the way these things are increasing in costs, providing
100 percent is a significant upward trend, I‘m afraid. And
Diversified Reporting Services, Ine.
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as I say, these are good benefits == I mean, I don’t know too
many places that are paying 100 percent of full family dental
~- well, disability is just the employee. But the day may
come where that has to be considered, as to whether or not
that’s not an area of the budget that needs to be -~ the
burden shared some.

CHAIRMAN DANA: Any other questions for David on
this?

(No response.)

CHAIRMAN DANA: Excuse me just a second.

Yes, the personnel benefits line for this year is
22 percent of the salary, and it’s 25 percent in your
proposed budget. An increase of 3 percent is a lot. 1Is that
the -- what do you think has caused that? Or maybe you’ve
just answered that question.

MR. RICHARDSON: There’s one other element that
we’re using, because we would end up flipping money back and
forth. For instance, in the personnel benefits line, the
increase in the vacation accrual is actually shown in the
personnel compensation this year. But we accrue it generally
through the year, or we budget for it in the personnel
benefits line,
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So, for instance, an employee that has 100 hours of
accrued vacation and they get a 4.2 percent increase in pay,
likewise a vacation accrual also has to be adjusted upward.
CHAIRMAN DANA: So is what you’re saying is that in
the =-— for last year, the vacation accrual is in the
personnel compensation line?
MR. RICHARDSON: That’s correct.
CHAIRMAN DANA: And for next year, it’s in the
peréonnel benefits line?
MR. RICHARDSON: Right, sir.
CHAIRMAN DANA: Vacation =-- you talked to me about
vacation accrual. What is that?
MR. RICHARDSON: Well,_for instance, each employee
who has been here over two years earns 6.2% hours of vacation
T pay period. That’s equivalent to 20 days a year. And if
they do not take that vacation, then we have to éstablish a
liability in our financial statements for tﬁat.
Each year -- for instance, if you have an employee
who accrues four weeks, takes one, that three weeks, when
they get a pay increase, it would increase the amount that
that is worth to the employee, We have something that we’re
locking at, but right now an employee can accrue up to 240
Diversified Reporting Services, Inc.
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hours of vacation leave.

For instance, if you get 300 as of December 1st, it
would be taken back to the top limit of 240 unless there are
some extenuating circumstances that you‘re not able to take
it, and then we do grant some waivers occasionally. But
that’s a vested benefit to the employee,

CHAIRMAN DANA: So you’re really saying -- now, is
that the practice in this community, to permit employees to
not take a vacation and get paid for it?

MR. RICHARDSON: No, they don‘t get paid for it.
They would only paid for it if they leave the Corporation.

CHAIRMAN DANA: Would they be paid dellars and
cents?

MR. RICHARDSON: Yes, they would. And, ves, that
is a practice of the community. The 240 is the exact same
number of hours that the federal government allows an
employee to carry over.

MR. UDDO: David, how are the benefit policies
established in the Corporation?

MR. RICHARDSON: We’ve just gone through a
committee that was chaired by the director of human resources
and where each of the office directors reviewed the personnel
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handbook, the administrative guide, and the president will
end up issuing a letter approving the new personnel benefits
panual and the employee handbook.

MR. UDDO: And they’re -- that committee is pretty
convinced that the benefits package here, in the way its
handled, is reflective of what goes on in the community or
for similar corporations =--

MR. RICHARDSON: Yes, sir.

MR. UDDO: =-- or, I guess to some extent, with the
federal government. .

MR. RICHARDSON: Yes, sir, it is.

CHAIRMAN DANA: Maybe Alice Dickerson could join

you. And if we have stumbled through any misconceptions,

=

taybe you could help us.
MS. DICKERSON: Okay. I think the part that I‘qd
like to emphasize is that the -~ particularly with the health
insurance, that is on a shared-cost basis. As David
mentioned earlier, the Corporation pays 80 percent, the
employees pay 20 percent of that. And that’s for their own
coverage and family coverage as well.
CHAIRMAN DANA: Are we talking premiums or actual
gosts?
Diversified Reporting Services, Inc.
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MS. DICKERSON: On their premiums. And in addition
to that, last year, in order to try to cut costs, we did
railse or increase the amount of the employee deductible. It
had previously been $200; we went to a $300 deductible so
that that would help to eliminate some of the cost and would
keep our premiums down to a certain extent.

MR. UDDO: $300 per person --

MS. DICKERSON: Per person.

MR. UDDO: ~-- or family?

MS. DICKERSON: No, per person, with a two-person
limit per family.

MR. UDDO: So once $600 is satisfied, there’s no
more deductible?

MS. DICKERSON: That’s right.

CHATRMAN DANA: So an employee pays 20 percent of
the premium cost and the §$6007?

MS. DICKERSON: VYes, uh~huh. And then, in addition
to that, the plan itself is like an 80-20 plan if they’re
using the indemnity benefits. And in that sense, then they
would also be paying 20 percent of whatever the cost is as
well. If they choose to use the HMO component, then, of
course, they’re not paying that.
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MR. UDDO: You get a choice of plan like that, that
has that low a deductible? That’s a low deductible for a
plan with a cheoice.
MS. DICKERSON: Yes, uh-huh.
MR. UDDO: I mean, usually they up the deductible
to try to make you choose the HMO.
MS. DICKERSON: Right. It was a new plan that Blue
Cross and Blue Shield just started last year, and we sort of
got in on the ground floor. And we’ve had very gcod response
from employees. A lot of them are participating in the HMO
component, and it has worked very well for them.
CHAIRMAN DANA: Did I understand, David, you to say
that, in response to a question that Mr. Uddo asked, that
there is a committee of LSC employees that monitor our
benefits? Does that sound right?
MR. RICHARDSON: Well, we’ve just gone through and
basically revised and updated our personnel manual handbook.
That was done with the directors within the Corporation, yes.
MS. DICKERSON: I think what David is saying is
there was discussion of some of our benefits at that time,
but there isn’t a committee, per se, that reviews that type
thing. In other words, for instance, each year we don’t have
Diversified Reporting Services, Inc.
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a committee that sits down and says, "Let’s do this with the
benefits."

David and I sit down with it, we check with the
providers to see what percent of increase we can expect each
year before we do the budget, and we apprise Jack and the
managers, of course, in the senior staff meetings. And there
are discussions that way. When we have the Budget Committee
meetings, there are discussions of it.

aAnd, in fact, we have talked about what some of the
options may be, you know, if we do have to make some choices
here as to what we could do.

MR. UDDO: 1Is it your experience that the
Corporation paying 80 percent for the family coverage is
routine?

MS. DICRERSON: Yes. In most corporationg, you do
find that on a shared-cost basis with the health insurance.
It is advisable, because there is more discrete utilization
where the employee is also paying a part of that.

MR. UDDO: O©Oh, I‘m not suggesting that the employee
paying part is not a good idea. I'm saying that I think
80 percent is high.

MS. DICKERSON: 1Is that a customary amount?
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MR. UDDO: I think that’s high. I’m just judging
from what, you know, my university does. You can get far,
far, far better benefits than my university provides.

MS. DICKERSON: Mm<hmm.

MR, UDDO: I mean, they provide =-- dental is an
option that’s provided, but the employee pays the whole
thing.

MS. DICKERSQN: Right. In a lot of corporations,

you do find that the employee at least pays the dependent

%hare of dental. And I think that we are a little more
generous in that area.
MR, UDDO: And on medical. I mean, on medical,
B0 == I guess what I‘m saying is, could we just get some
information, some comparative information just to kind of get
an idea of where we stand with respéct to what’s customary --
¥MS. DICKERSON: Sure, we would be glad to. Yes.
Sure.
MR. UDDO: «~ you know, some comparisons =--
MS. DICKERSON: Yes, we would be glad to get that
for you.
MR, UDDO: =~ and just to give the committee some
sense of if what we’re providing is fairly standard or
Diversified Reporting Services, Inc.
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generous or whatever because, I mean, I think that this
benefits area everybody admits is an area that’s getting
extremely expensive and needs to be watched carefully.

MS. DICKERSON: Okay. We’ll get that for the next

Board meeting.

MR. UDDO: Thank you.

CHAIRMAN DANA: That would be helpful. It would be
-- I think maybe a couple of private -- some of the private
law firms, maybe a university, and some -- and the
Corporation for Public Broadcasting and something like that.

MS. DICKERSON: Yes, we could check all of the
DFEs, the designated federal entities.

CHAIRMAN DANA: Well, I don’t necessarily -- T
mean, just pick some at random, like the ones I suggested.

MS. DICKERSON: The Corporation for Public
Broadcasting is the one most like a --

CHAIRMAN DANA: Can we take a five-minute break?
Yes, apparently we can. We’ll take a five-minute break.

(Whereupon, at 11:50 a.m., a luncheon recess was

taken.)
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AFTERNOON SESSION
(12:05 p.m.)

CHATRMAN DANA: Now, we move to the largest
department in the Corporation, the 0ffice of Finance and
fdministration, moving into first place for the first vear in
its long and illustrious history. I think I‘m correct that
the reason it’s in first place is because the rent is in that
line.
DISCUSSION OF FINANCE AND ADMINISTRATION BUDGET

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: 1It’s the fifth or sixth page in

bt

your book. I think I’m also correct that lines two and three
relate to 400 Virginia Avenue and lines six and seven relate
£o 750 First Street; is that correct?

MR. RICHARDSCON: That is correct, sir.

CHAIRMAN DANA: So that the total budget of about
%12.5 million includes $2.5884 million for rent. How much of
it is money that we are not actually going to spend in this
goming fiscal year?

MR. RICHARDSON: Okay, within the second total

there, or the third actually, the $1,286,000, we will not be

ﬁaying for eight months of that which would basically be an
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accrual of $860,000. Sco that is a non-cash item.

CHAIRMAN DANA: So, $860,000 is non-cash?

MR. RICHARDSON: That’s correct, sir.

CHAIRMAN DANA: Is it possible that some of line
two and three may also be a genuine saving, I hope?

MR. RICHARDSON: Yes, sir. We, as I alluded to
earlier, had talked about we are still working with General
Services Administration, some other private companies. What
we have shown is the rent that we would normally pay at 400
virginia Avenue minus the amount that we anticipate receiving
from the GSA lease. So, there could be, and we’ll say will
be, additional monies that will be saved from that line once
the space is rented.

CHAIRMAN DANA: A worse case scenario is not
renting 400 Virginia Avenue.

MR. RICHARDSON: Yes, sir.

CHAIRMAN DANA: We have 20 percent of it rented for
two years.

MR. RICHARDSON: For the remaining of the lease
term, for the three-year term.

CHAIRMAN DANA: How much is the remainder of the
lease term; two more years?
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MR. RICHARDSCN: Two more years.
CHAIRMAN DANA: After this or including this coming
year?

MR. RICHARDSON: Including this year. It’s

ctually three. It goes through August 31, 1995. 8o we're
ooking at this being Fiscal Year 793, 794, and 795, 11
onths in 795.

CHAIRMAN DANA: So, worse case is that we would
have to pay a little over a million dollars for --
MR. RICHARDSON: ‘93, ‘94, and ’95.

CHAIRMAN DANA: It would be a good time to get out

.of town if we have to do that. I’m speaking of the Board,

primarily. Any questions on that?
(No response.)

CHAIRMAN DANA: Under administrative services you

[

lave cut capital expenditures, as they say, to the bone?
MR. RICHARDSON: Absolutely, sir.
CHAIRMAN DANA: O©On the theory that we have bought a
lot of stuff this year already or not?
MR. RICHARDSON: Well, the only thing that we have
purchased is the equipment for this particular room, the
Board room, and some chairs. We have delayed purchasing the
Diversified Reporting Services, Inc.
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desks and other equipment for the Corporation.

CHAIRMAN DANA: Delayed all of that?

MR. RICHARDSON: Yes, sir, delaying that because of
the dual rent.

CHAIRMAN DANA: Say that again.

MR. RICHARDSCON: We have delayed it because of the
dual rent. When we were discussing it before, that’s where
the $300,000, at a minimum, construction allowance, that’s
where that money is being derived from.

CHAIRMAN DANA: I see. We have spent some money
out of that allowance for photo processing equipment and
things like that?

MR. RICHARDSON: We have purchased a few computers,
fax machines, increased our fax capabilities, increased the
telephone capabilities. The rest, the wiring of the
building, we had to pay for that through the construction
allowance, both for telephone and data. O©f course, the
moving costs are about $41,000 to move the furniture and
equipment that we moved from 400 Virginia Avenue,

CHAIRMAN DANA: Could we have at the next meeting a
comprehensive summary of the use of the allowance, both in
terms of renovation costs and what we’ve spent and what we
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have deferred, that totals out that $300,0007?
MR. RICHARDSON: Yes.
CHAIRMAN DANA: So, essentially what you‘re saying,
if T read between the lines, is that if we lease this
building, or when we lease the building, we hope to be able
to use the proceeds of that lease to finish the job here?
MR. RICHARDSON: Some of it, yes, sir, to furnish
the offices with some new desks.
CHAIRMAN DANA: Okay. It appears that the office
of archives and central files is growing; I wouldn’t say at
?n alar:_::ling rate but at least growing.
MR. RICHARDSON: Actually, sir, it is the same.
What occurred last year is we went through a bit of a
reorganization., Within that, the archives, which was
originally Department 3132 under the Office of Field
Services, was brought into administratien.
Along with that, the law library, which had one
employee, was also brought into the administration. Then the
other employees that you see there came out of my particular
office, 1610, and those are the gentlemen that run their mail
and reprographics shop. There are no new employvees in that
area.
Diversified Reporting Services, Inc.
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CHAIRMAN DANA: Mr. or Mrs. Rouse or Short are new
employees or not? |

MR. RICHARDSON: No, sir, they are not.

CHAIRMAN DANA: They are old, I mean previous?

MR. RICHARDSON: Previous employees. I wouldn‘t
say old employees,

CHAIRMAN DANA: Okay. Any guestions on that?

(No response.)

CHAIRMAN DANA: MAC?

DISCUSSION OF MAC BUDGET

MR. RICHARDSON: Last year’s budget for MAC
projections show that they should spend around $3.68 million.
The projected budget or the budget plan that you have in
front of you for /93 shows a budget plan of $3.317 almost
$3.318 million. This ﬁudget was put together anticipating,
of course, that less funds would be available because of the
duplicate rent.

As you will see with the notes some of the things
that wefre having to cut down, monitoring. There will be
less travel and hiring of less consultants. We are geing
from 163 on-site visits that were conducted this year to 100
for 1993.
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CHATRMAN DANA: What does that do to the cycle of

monitoring visits?

MR. RICHARDSON: 1I‘1ll let Ms. Sparks answer that

cne.

-

MS. SPARKS: This year we were able to catch up on

a 24-month cycle. To go to 100 monitering visits we will
probably go to a 28-, 2%-month cycle that we’ll see preobably
six months into the year. Right now we’re operating on a

24-month cycle.

CHAIRMAN DANA: How many programs do we monitor?

How many programs do we have?

MS. SPARKS: We have 323 programs.
MS. SMEAD: 322.
MS. SPARKS: And it’s falling as I sit here.

CHAIRMAN DANA: 322 programs at 100 a year sounds

like more than a three-year cycle.

MS, SPARKS: It will just take sbme time to catch

up with us, but you would get to that point, yes.

CHAIRMAN DANA: Is a monitoring visit typically of

equal duration?

MS. SPARKS: They are typically on the average of

four days. Some monitoring visits are three; some are five.
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You should also know contemplated in the number of reviews,
Mr. Dana, on-site reviews could incorporate a follow-up
review which, of course, may be a two-day visit. The figure
is on-site reviews. A full monitoring review, of course, is
going to be a few more people and an extra day.

CHAIRMAN DANA: Has the Corporation ever given any
thought to if you monitor a program and find everything in a
super shape, putting that program on a -~ not going back for
five years or an extended period of time and then
concentraﬁing the Corporation’s energy on correspondingly
saying to a program, "I’'m coming back next month or next
year"?

MS. SPARKS: We've givgn a lot of thought to it.
Not five years, but we have given a lot of thought to a
program that has a successful -~ we have a good program and
an executive director that doesn’t change. We don’t have any
complaints. That program may fall to 29 months or 30 months.

At the same time, follow-up reviews, particularly
where we have an extensive corrective action process that
follows a menitoring review, we may go back within about 18
mdnths or sooner for a couple days just to check on whether
or not things are in place and helping the progran.
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CHAIRMAN DANA: I noticed that you are proposing to

substantially reduce the nunber of consultants and therefore
the travel of the c¢onsultant. Well, travel and
transportation is being almost cut in half.
MS. SPARKS: Right.
CHAIRMAN DANA: Consultants are being cut by
approximately a third. But staff is being maintained.
MS. SPARKS: Yes.
CHAIRMAN DANA: The reason for keeping your staff
and reducing your consultants is what?
MS. SPARKS: Several reasons. We were asked to
present a budget keeping staff the sane.
CHAIRMAN DANA: So that was not an option available
to you, to cut staff and kKeep your consultants up?
MS. SPARKS: I did not consider that option during
the preparation of this budget.
CHAIRMAN DANA: Is that because of instructions to
you or because you think that is the =-- perhaps I
misunderstood you. I thought you said you were instructed to
keep staff the same as opposed te cutting staff.
MS. SPARKS: My understanding in putting the budget
together for the 10 percent freeze was to maintain staff at
Dliversified Reporting Services, Inc.
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the present level. The cut in travel and transportation goes
to the number of days where you would reduce per diem and we
would contemplate shorter monitoring visits. We would
contemplate using our staff more and asking them to travel
more.

We would cut down on consultant cost by eliminating
the use of consultants as team leaders. When you have fewer
visits, vou can then insure that staff would lead all visits
which would then reduce your consulting line. It’s a cycle,
as you can see. So those are the considerations in reducing
those two lines,

CHAIRMAN DANA: When you go on a monitoring
visit -- and I apologize to other Board members that may
already understand this -- if you have two consultants and
two members of the staff, let’s say, do they meet together
before they get there or presumably at the site but before
the monitoring visit commences?

MS. SPARKS: Yes, sir. Generally, for a five~day
visit, they would travel on a Sunday, get in, and they are
asked to have a team meeting on Sunday night before they go
in on Monday.

CHATIRMAN DANA: And then they conduct the
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investigation and monitoring visit for three, four, five
days. And then what happens? They go home?
MS. SPARKS: Yes, sir.
CHAIRMAN DANA: And what is the involvement of the
four or five individuals, some consultants, some staff
members, at that point?
MS. SPARKS: Fach team member produces an
individual report. Consultants will submit an individual
report with exhibits, attachments. Once that meets our
criteria that we have in place, that consultant contract is
%ent to David, and it is officially concluded. Our staff
members also prepare an individual monitoring report and then
the team leader would then produce a draft monitoring report
that is provided to the grantee.
MR, O’HARA: Can I say one thing?
CHAIRMAN DANA: oOkay. Mr. President?
MR. O/HARA: Thank you. Susan, I don’t want to
interrupt your flow, but I think you got away from one thing
that’s important. On the last day they usually have a
closeout conference with the executive director, at which
time they talk about the things they’ve seen.
Under Susan’s leadership, I guess you would call
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it, of MAC, we are now beginning te -- when she comes back,
the team leader, whoever that is, has to get back to her and
contact is had with the Office of Field Services so that if a
pProgram needs help in a particular area, the word gets back

to us a lot quicker than waiting for a draft report to get

out. We move on it as gquickly as we can.

MS. SPARKS: Exactly. Even to add some more to
what Jack is saying, each night during the on-site review the
team meets. Depending on what’s going on in the program,
some meetings are longer than others. The night before the
visit concludes is a debriefing of the entire team when an
exit conference is prepared and recommendations are provided
before they leave the site.

CHAIRMAN DANA: I understand that -- let’s assume
there are two people from staff and two consultants ~- all
four of them does an individual report.

MS. SPARKS: Yes.

CHAIRMAN DANA: Do those reports cover the
ﬁaterfront in terms of all of the various elements that they
are there to monitor, or do they break that down into areas
of expertise and interest?

MS. SPARKS: Fach team member is given an
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assignment before the visit begins. We give each team a work
plan that’s divided into different categories: examine
governance, examine legal work management, examine quality.
Each team member is given an assignment. So, if you’re on a
team and Mr. O’Hara is on a team, your team report may cover
%uality and Mr. O’Hara’s report may cover governance,
depending on your assignment.
CHATRMAN DANA: If, in that hypothetical you
indicated, he was looking at governaﬁce and I was looking at
guality, I would write up a report dealing with quality and
he would write up a report dealing with governance. Assume
&e're both consultants, would I see his report and would he
see my report?
MS. SPARKS: No, but we would expect that you have
communicated through the review and that if there were areas
that Mr. O’Hara was covering that impacted on your work, that
you would be referencing that in your report and even site,
too, some of the exhibits that he may have attached to his
report because you would be exchahqing that information to
the visit. But no, you would not typically see the other
individual report.
CHAIRMAN DANA: Following the visit, I would go

Diversified Heporting Services, Inc.
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home and write my component. He would go home and write his
component. We would submit both our components to, let’s
say, David, who was the team leader. You would submit yours
to David, who is the team leader. Then David would take
these reports and put them together and write the definitive
draft report, correct?

MS. SPARKS: He would write a team report that was
then entered into a review process.

CHAIRMAN DANA: And that review process would occur
within the Corporation?

MS. SPARKS: Yes.

CHAIRMAN DANA: Then a product in a draft stage
would be shared with the program_itself who would react?

MS. SPARKS: Yes.

CHAIRMAN DANA: Then a final report would be
submitted?

MS. SPARKS: Yes.

CHAIRMAN DANA: Then they would respond formally to
that final report?

MS. SPARKS: No. They respond formally to the
draft report.

CHAIRMAN DANA: Are their comments incorporated in
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the final report in some way?
MS. SPARKS: Yes,.
CHAIRMAN DANA: So, if a consultant who -- assuming
I‘m a consultant and my assigned responsibility is quality,
but if I had views on the governance, basically I would have
to communicate those orally or in some way to Jack who is
working with me. I might do that in the evening or one day
that week, but I would not see his report on the governance
because that would be submitted to David, nor would he see my
report on gquality. Neither of us would see the final report;
is that correct?
MS. SPARKS: That’s correct.
CHAIRMAN DANA: Thank you. Are there any gqguestions
g¢oncerning MAC, MAC’s proposed freeze budget?
(No response.)
CHAIRMAN DANA: Turning to OFS.

DISCUSSION OF FIELD SERVICES BUDGET
MR, RICHARDSON: 1In Fiscal Year 1992, referring to
attachment C of the handout that I had given you, the Office
of Field Services had projected to spend $1.1 million this
year. The freeze budget that has been proposed and given to
you is for $1.3 million, an increase of $200,000. Mainly,
Diversified Repercting Services, Inc.
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that’s made up of new hires, and there is the two positions
in this particular budget that have either been advertised,
ready to be filled, or would be filled very shortly.

You’ll see some increase in staff here. One of the
things, of course, is when the Office of Policy Development
was disbanded, abolished, that a number of the employees went
to work in the Office of Field Services.

CHAIRMAN DANA: Are there any questions?

(No response.)

CHAIRMAN DANA: Hearing none, David, I think we can
move on to the -- having gone through the budget fairly
carefully, I think it might be helpful to perform an
analysis. Assuming this was going to end up being our
budget, how would we pay for it?

I think it is fair to say that maybe what we ought
to use for these purposes is the $12.5 million, because
although there’s been a $60,000 adjustment in the MAC line
and a corresponding $20,000 adjustment in the personnel line,
there may be some puts and takes. So why don’t we stay with
your number of $12.5 million, unless you can think of a
better guesstimate number.

MR. RICHARDSON: No. I think that’s the best place
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to start. At this point, do you want to use the flip chart
to write this information?
CHAIRMAN DANA: Let’s just talk about the numbers.
Maybke everybody can write them down themselves. The
anticipated freeze budget is $12.5 million. If we add the
1992 appropriation, which is last year’s M&A appropriation of
$9,774,000, we add the House, what we hope will be the House
four percent of $391,000.
It’s the House’s 1993, 4 percent increase across
the board, $391,000, to the estimated carry forward which you
show as $750,000 but that includes the $300,000, fhe
timekeeping money. So we ought to call it, for these
purposes, $450,000. We can come up with, quite easily,
510,615,000, which leaves us a shortfall of $1,885,000.
Now, if we reprogram $300,000 that has been set
aside to implement timekeeping and we not spend the $300,000
in the construction budget that you have not spent on the
furniture, we can come up with $600,000 which gets our
problem down to $1,285,000.
Then, remember, of the $12.5 millien, that includes
$860,000 of accrued free rent which, probably from an
accounting standpoint, should be amortized over the life of
Diversified Reporting Services, Inc.
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this lease. But from a dollars and cents standpoint, it’s an
expense which does not require dollars this year. So, if you
subtract that number from the $1,285,000, you’re down to
$425,000. Even if we take all of the other steps, we still
have that for a hole. 1Is that correct?

MR. RICHARDSON: That is correct, sir.

CHAIRMAN DANA: Now, we could £ill that hole in
part by -- some of the ways of doing that would be to cut the
budget further, to spend next year the anticipated interest
and grant recoveries that would normally be a part of the
carryover for moving into next year. What do you anticipate
those to be?

MR. RICHARDSON: This past year we collected -- it
will be approximately $350,000. I am estimating it to be
$300,000 this year because interest rates continue to drop.
In the printout that you have, you’ll see that under column
11 is $308,000. We projected an additional $25,000 for the
last guarter, but we did find an additional $25,000 that
should be added to that. So there is an adjustment that’s
needed there.

CHAIRMAN DANA: That’s how we went from $716,000 to
$750,000. So that’s what we’re talking about to get us
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there.

MR. RICHARDSON: That’s correct, sir. But because
the interest rates are continuing to decline, I do not
anticipate the interest being as much next year. So that’s
the reason I would decrease that to the $300,000. So,
basically, if we were able to do that, that $300,000
subtracted from the $425,000, we would have a shortfall of
$125,000. That in itself may be able to be adjusted
somewhat.

We’re still working with, of course, the June
projections and we may see some savings in the amount of
Fonies that the departments are spending and also the
construction allowance. Through very keen utilization of
that, we may be able to increase that.

So, within those particular lines, with the reduced

spending possibility and the increase in the construction

%llowance, we could possibly make up the.$125,000 shortfall
at this time.
CHAIRMAN DANA: Well, there are some policy
decisions which the committee needs to focus on in that
$cenario. Well, implicit in that is picking up $391,000.
Hopefully, the House number will come through. Right now
Diversified Aeporting Serviees, Toc.
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that’s a guess. I just don‘t know how that’s going to be.
It could be that we could have a $391,000 bigger problem that
we are, for these purposes, discussing.

One policy decision would be to reprogram the
$300,000 for timekeeping. A prior board -~ I think only
Basile remembers their names -- set aside $300,000 to
implement timekeeping. That is still available. The
$300,000 that we’ve saved for construction is available, but
it was intended to be used to refurbish the contents of our
space or the innards of our space.

The accrued free rent, arguably that was an
inducement in order to give us enough time to lease our 400
Virginia Avenue. I don’t know what the accountants and the
auditors of both here and away would say to spending that
amount. But that’s certainly something that ought to be
considered.

Finally, spending the $300,000 that we are going to
likely earn this year in interest and grants recovery will
further reduce the carryover amount that we will have next
year. Remember we went from $1.7 million to $700,000 in one
year. If you take the $300,000 and the $300,000, we’re
likely to come through this coming year with $100,000 and
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have no flexibility.

Committee and members of the Board, do you

understand the issues?

MS. WOLBECK: Mr. Dana, what is the $450,0007
CHAIRMAN DANA: Up above?
MS. WOLBECK: Yes.

CHAIRMAN DANA: That is the carryover. 1In this

handout at the beginning of the day, it is really the

$716,000 raised to $750,000 because of additional interest
that we found in the last quarter, reduced by the $300,000
for program development on page L. So, toc put it ancther

way, it’s $133,000 at the top of page 3 of 4 right here

(indicating). That’s the money that we will have left over

from the M&A line as of the end of this month.

You see that $133,726. We add that to the next

page, the $283,111, which is the balance of the grant

recoveries in interest income. Then add about $40,000 more

to that which David has told us about but which doesn’t show

pp here. That gets us up to the $450,000 which will be,

really, our carryover without regard to the $300,000.

MS. WOQLBECK: And then the $9 million, the 792

appropriation, what is that?
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CHAIRMAN DANA: That is what Congress gave us last

year for this current year for the M&A line, exclusive of the
competition project and, I quess, the contingency line.

MR. RICHARDSON: That’s correct.

CHAIRMAN DANA: That’s $100,000 we want to think
about. So, if Congress gives us just exactly what they gave
us last year, and that’s the Senate preoposal, we would get
$9,774,000. If we got the House version, which is that plus
4 percent, the number is $391,000 more than that. So you’d
have the last year’s money plus the 4 percent that hopefully
the House will give us, $391,000, plus the carryover of
$450,000. It gets us to the $10,615,000.

The $300,000 timekeeping and the $300,000 savings
from not having spent money that really the landlord is
advancing us on future year’s rent, is $600,000., It gets us
down to $1,285,000. Then using the accrued free rent of
$860,000, it gets us down to $425,000.

Before we consider other options, including cutting
the budget, essentially that‘s the problem facing the
Corporation. One possible solution would be to quickly, or
as gquickly as possible, lease out 400 Virginia Avenue and not
use that money for refurbishing around here. Put that into
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operations.

MR. UDDO: David, we don‘t have anything on /93
other than the attachment D that shows the management
administration figures, I mean, similar to what we’ve got for
92 line items?

MR. RICHARDSON: No, sir, because we were only

%orking with the M&A budget at this particular meeting. The
budget that was passed last year, it’s my understanding, and

T think Mr. Boehm had the figures, but the $97,000

contingency that you had spoke of, that was collapsed into

the basic field programs. It was not left intact.
MR. UDDO: Wait, what was collapsed?

MR. RICHARDSON: The $97,000 that was put in last

year’s special contingency fund that we’ve drawn on through

the year.

MR. UDDO: So it doesn’t exist anymore?
MR. RICHARDSON: It went to basic field programs.

CHAIRMAN DANA: Actually, that’s half correct. 1In

the Senate bill it was collapsed.

MR. RICHARDSON: That’s true.

CHAIRMAN DANA: In the House bill it still has

gurvived. It actually has gone from $97,000 to $100,880.
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MR. UDDO: Mr. Chairman, you’re not anticipating a
vote on this today, are you?

CHAIRMAN DANA: I’m not. I think that essentially
we don‘t have a ~- it’s initially the Corporation’s problem,
the management working with his team is going to have to come
up with a balanced budget or a budget that is imbalanced in
some sense. Then we, as a committee, will either buy into
the tradeoffs that they are recommending or not.

MR. UDDO: You‘re talking 793, right?

CHAIRMAN DANA: We’re talking about OQctober 1,
1992.

MR. UDDO: The next fiscal year?

CHATRMAN DANA: Right. We’re talking the fiscal
year that starts next month.

MR. UDDO: But it’s the 793 fiscal year?

CHAIRMAN DANA: Correct.

MR. UDDO: Well, let me just make a c¢ouple of
comments on the things that you ran through here.
Reprogramming the timekeeping money is, as you know, I think,
a sensitive issue. I think it’s been in there for a long
time. I think there’s a sense among a lot of people to
resolve the timekeeping problem. I’m concerned that

Diversified Reporting Services, Inc.
918 16TH STREET, N.W. SUITE 803

WASHINGTON, D.C. 20006
(202) 296-2929




10

11

12

i3

14

15

16

17

18

19

20

21

22

88

reprogramming the timekeeping money is more difficult than it
appears on the face.
The rest of the suggestions as to where the money
can come from I think are fine. I don’t have any problem
with spending the accrued free rent. I don‘t know what else
you do with it. I mean, it’s there. You don’t have to spend
the money. It seems to me that it makes good sense to put it
into the budget.
But there’s some other things that I think really
sught to be looked at before we have to vote on this. One
is, I really am interested in this report on the benefits. I
think that that should be loocked at with an eye toward where
can some money be saved on that.‘ Pushing 25 percent on
benefits is high, in my opinion.
From the way the benefits were described, I think
there’s ways to save some money in that that might pick up
éome of the funds here. My guess is not put the Corporation
out of line with certainly not the private sector as I
understand what the benefit packages look liké these days. I
don’t know what the federal government package looks like,
but it seems to me that there’s got to be ways to pick up
some money there for ‘93 that would be useful.
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In terms of reprogramming, I’d rather see us look
at reprogramming money out of the national resource training
center, which is not extra money as I understand it, right,
it’s in the budget. I would much prefer that we think about
looking at the that $1.3 million which is a healthy figure.

As long as Chairman Wittgraf isn’t here, I can get
away with saying this.

CHAIRMAN DANA: That’s true.

MR. UDDO: When he comes it may be a different
story, but I think that there’s something to be reprogrammed
out of that. In the interest