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PROCEEDI NGS

MR. EAKELEY: | am banging the gavel on behal f of
finance conmttee chair Nancy Hardin Rogers, who is on the
t el ephone and who, having -- and who will now take over the

nmeeti ng.

And Nancy, as | nentioned just a nonent ago, we
have at the table with Mauricio Vivero John Pickering and Jim
Martin. And I'lIl let you have the neeting, or have your
nmeet i ng back.

CHAI R ROCERS: Good afternoon, everybody. The
nmeeti ng has been called to order. | wonder, Doug, if you
could note who is present besides nyself by phone.

MR. EAKELEY: Present at the table at the nonent
are Ernestine Watlington, Edna Fairbanks-WIIlianms, John
Erl enborn, Hulett Askew, and F. WIIliam MCal pin. LaVeeda
Morgan Battle was here and wll be back shortly. Onh, and
Maria Luisa Marcado is on her way back, also.

CHAI R ROGERS: Thank you very nuch, Doug.

| believe we will start with the approval of a
revi sed agenda. And let ne propose a revision, and that is
to nmove the speakers who are comng to speak on the budget
mark -- | believe it is John Pickerington -- Pickering, | am
sorry, James Martin, Mauricio Vivero -- to the beginning
after the approval of the m nutes.

We have three action itens, and one of those action
items is the budget mark, which is, | believe, the subject of
their discussion. | propose to | eave the budget mark where
it is, nunber 7 on the agenda in your agenda books, but nove
t he speakers up to nunber 3, right after the mnutes.

Is there a notion to that effect?

MOTI ON

MS. FAI RBANKS- W LLI AMS:  So noved.

MR. EAKELEY: Second.

CHAIR ROGERS: Al in favor?

(A chorus of ayes.)

CHAI R ROCERS: (Opposed?

(No response.)

CHAI R ROCERS: Mbotion carries.

MR. EAKELEY: And Nancy, say hi to LaVeeda, who is
com ng back in.

CHAI R ROCERS: Hi, LaVeeda.

MS. BATTLE: How are you, Nancy?

CHAIR ROGERS: | am fine, thanks.

Is there a notion to approve the mnutes that are
in the book, the agenda book?

MOTI ON

MR McCALPIN. So nove.

MS. FAI RBANKS- W LLI AMS:  Second.

CHAIR ROGERS: Al in favor?
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(A chorus of ayes.)

CHAI R ROCERS: (Opposed?

(No response.)

CHAI R ROCGERS: Thank you very nuch. | think they
are approved.

The next itemis to hear from John Pickering, Janes
Martin, and Mauricio Vivero. And | understand that you are
already at the table. |Is that right?

MR PICKERI NG Correct.

CHAI R ROGERS: Well, welconme, and we are anxious to
hear your comrents as they pertain to the FY 2004 budget
mark. And M. Pickering, would you like to begin?

MR. PICKERING Thank you, ma'am | have, and wil|
submt for the record, copies of a nmenorandum setting forth
t he American Bar Association's recommendation for the
forthcom ng budget for the corporation.

We urge that you request an appropriation next year
of $502 million. That returns LSC to the 1995 funding | evel,
adjusted for inflation. W believe that that is the m ni mum
t hat we shoul d have, and consequently we are strongly in
support of 502 mllion.

We recogni ze that that may not be achievable in a
singl e year, and that we may have to nove toward that goal in
increnments of three years. But | would |like to add to what
isin the witten nenorandum| amsubmtting. | would |ike
to add the urgency of the matter.

The need for |egal services for the poor and the
noder at e poor continues to grow, and we still have never been
able to begin to nmake a dent in the 70 percent of the unnet
| egal needs of the disadvantaged citizens.

Even with all of the add-ons that come, not only
fromLSC but fromIOLTA, fromthe states, and from private
giving, we are forced to turn away about one in ten people.
And we are having nore and nore trouble trying to reach the
needs of what | call the noderately poor, who nmay not be able
to qualify conpletely for sone of the prograns.

Federal funding has not kept pace with the needs,
and the states and the I OLTA programare falling back. As
you know, the states have budgetary problens , and that
impacts their ability. The I OLTA program has been beset with
the low interest rates, which have cut the yield in many
st at es.

Plus, and I don't want to be alarm st, but plus the
fact the 1 OLTA programitself faces serious question in the
Suprenme Court of the United States this comng term when the
Court will consider the validity of the state of Washi ngton
program and perhaps along with it the Texas program
followi ng remand fromthe Suprene Court.

The ABA woul d urge you to send a strong nessage of
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support for the needs of |egal services, and we stand ready
to work with the Comm ssion -- the Corporation in any way
that we can to try to achieve a significant |evel of funding.

It is a pleasure on behalf of the ABA and the
Standing Commttee on Legal Aid and Industry Defense that |
represent here. | thank you very much for this opportunity,
and I will submt now copies of this nmenorandum for the
record.

CHAI R ROCGERS: Thank you very nuch, M. Pickering.

MR PICKERING | would be glad to answer any
guestions if there are any at this tine, or wait -- defer to
the rest of the panel.

CHAI R ROCERS: Thank you very nuch. First, we
thank you for taking your tine to cone to speak on behal f of
the ABA and SCLAID to the board and to the conmttee of the
board. W appreciate that contribution of your time to the
same interests that all of us have.

And | wonder now if there are any questions from
menbers of the comm ttee or other board nenbers?

MR. EAKELEY: Nancy, we are distributing
M. Pickering's statenent right now But |I think we wll
probably prepare to go ahead with M. Martin.

CHAI R ROCGERS: Thank you very nuch, M. Pickering.

MR. PI CKERING Thank you, ma' am

CHAIR ROGERS: M. Martin?

MR. MARTIN. Thank you. As | prepared to cone here
today, | thought, finances and budget are sonetinmes dry.

Al t hough they are critical parts of what we do, they are
sonmetines hard to talk about. And | tried to think of sone

good exanples of client stories, anecdotes, if you will, that
woul d hel p make ny presentation conme nore to life.

Wien | did that, | came up with a different
approach that I'd like to use. It reflects the work that we

do. On every working day, every working day of the entire
year, the |l awers, the paral egals, the advocates of Legal A d
of West Virginia are actively handling between 1500 and 2000
cases on behal f of our lowincone clients.

On every working day, between 30 and 50 of those
cases are closed. On every working day, between 30 and 50
new cases are opened on behalf of clients who have presented
probl ens, situations, crises to us.

Qut of the cases that we close, about 30 to 40 of
every hundred cases are handl ed and cl osed after hearings,

trials, litigation, before courts and judicial agencies,
adm ni strative agencies, at every |level of the state and
federal systemin West Virginia. The ot her work that

we do, the other cases that we handle, include things |ike
drafting advance directives; clinics; hel ping people avoid
probl enms, including litigation, through teaching those
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clients how to represent thenselves, how to address their own
pr obl ens.

This work by our staff nenbers, our vol unteer
| awyers, and others participating with the program is
duplicated by | egal services prograns every day in every
state and territory of our country. The anount that is
acconpl i shed, the work that is done, the help that is
provided to our clients, is inpressive.

But as was just noted, no study that has been nade
shows that nore than 20, 25, at nost maybe 30 percent of the
needs of our lowinconme clients are actually being net. The
problemis dramatic. The availability of resources is
l[imted, and that's what the budget mark is about.

| speak here today as |legal director Legal Aid of
West Virginia, as a representative of the National Legal Ad
and Def enders Association, as an ABA nmenber, as a
practitioner handling cases on behalf of our clients, and as
a fornmer attorney in private practice.

Legal Aid of West Virginia is a statew de program
newly forned at the beginning of this year fromthe nerger
process which the Legal Services Corporation sponsored,
pushed, and convinced us we should undertake. It has been a
very successful nmerger. W have many new projects underway
in West Virginia, and we have to deal with funding problens.

In 1995, in the state of West Virginia, we had 33
| awyers who were supported by Legal Services Corporation
funding. Today, in 2002, we have 25, not 33. W have | ost
ei ght | awers, and the eight |awers we have lost is
primarily because of the inpact of inflation on the user of
the LSC noney that is available to us.

That is a remarkabl e change. The absolute dollars
from LSC have increased, but inflation has reduced their
value to us. Just as the work |I said that we undertake every
day on behalf of our clients is duplicated in the rest of the
country, so is this loss that we are experiencing fromthe
inflation, the effect of inflation, on the LSC appropriation,
bei ng duplicated for every program across the country.

What you do, the nenbers of the board of directors
of the Legal Services Corporation, is inportant. What you do
here is urgent. The tine for really bold | eadership is now

Congress will surely not increase support to our prograns
and to the Legal Services Corporation unless you ask Congress
to do that.

Keepi ng prograns strong and accessible to clients
is avital role for youto fill as our partners in the equal
justice system W need your support and help. W need
i ncreased funding fromthe Legal Services Corporation.

Nat i onal Legal Aid and Defenders Association
recomrends a budget mark of $506.4 nmillion for the Legal
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Services Corporation for FY 2004. This is stated and
reported on in a letter that was sent from Don Saunders to
John Erlenborn as president of the Legal Services
Corporation, and | believe you have copies of that letter.
This is not an overwhelmng increase in the LSC appropriation
anmount. It really is not nmuch nore than an adjustnent for

i nflation.

Funding at this level does include a few new
things. Legal Services Corporation nmanagenent, oversight,
and adm nistration are all included, but there is also
support, newy increased support, for training, for a new
program for pensions, and for student | oan forgiveness.

These are vital itenms for the field progranms in recruiting
and retaining staff.

| speak to this on a personal level. | have three
children. Two of them have already gone to | aw school. One
of themis in practice down in North Carolina, where |I can
say he chairs the county pro bono commttee, so | amvery
proud of him

My second son just graduated, took the bar exam
and is now, as we know, waiting for results. And ny second
son asked ne if he should think about working for |egal
servi ces program

And | had to tell himto think very hard and | ong
about that because he has nore than $60, 000 in student |oans.

And al t hough our starting salaries in Wst Virginia are
roughly conpetitive with the public defender and agencies
like that -- they are a couple of thousand higher; we are
starting at about 32,000 -- they go up very slowy.

And if he is going to pay off those student | oans,
he is going to have real hard tine doing that in |egal
services. And that experience is duplicated not only in West
Virginia, but across the entire United States.

And it is very tough for nme to say to one of nmy own
children, | don't think you ought to try working for | egal
servi ces program because | don't think you can afford to do
that. That is a very hard thing.

The suggested NLADA mark was reviewed and
unani nously endorsed by the statew de planning group in West
Virginia, a statew de planning group supported and created in
part through the efforts of the Legal Services Corporation.
This group includes program board nenbers; the | eadership of
our state bar; representatives of the state and federal
judiciary, including the chief judge of the Southern
District, United States District Court for West Virginia;
donestic viol ence victimsupport groups and | eadershi p;
clients; and private counsel and political |eaders.

Li ke many prograns throughout the country, in fact,
Legal Aid of West Virginia has close ties to our bar, and we
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have had continuing effective and strong support from our
congressi onal delegation. And in fact, | would |like to take
a nonment to recogni ze sonet hi ng.

We have had particularly useful help from Senator
Byrd's office and from Representative Capito's office in
dealing with the Departnent of Justice on the Viol ence
Agai nst Wonmen Act funds, and Representative Capito's office
has a representative here today, Robert Steptoe, who is a
staff nenber of Representative Capito.

And to rem nd those of you who are not famliar
with working in small, rural states, West Virginia is a snal
pl ace, although as was noted earlier, we are actually
bi gger -- we have counties that are bigger than sone ot her
Eastern states, but we would handily fit, I think, within
sout hern Arizona.

Rob Steptoe's father was the |awer with whom I
first worked when | started in private practice. And that is
true in West Virginia, and it is one of the reasons that in
our state, we have close ties, because we have a small bar.
It's only 4,000 people in the entire bar.

To show you the decline in absol ute nunbers of
| egal services |lawers, in 1980, |egal services |awers were
al nost 4 percent of the nmenbership of the entire bar. In
2002, we are .9 percent of the entire bar.

The client popul ati on has not dim nished by a
factor of three or four. The client popul ation has dropped
by a few percentage points. The nunber of |egal aid and
| egal services staff |lawers to serve those peopl e has
dropped dramatically in relation to the rest of the bar.

Finally, | have a short word on the possibility
that | esser funding than the $506 nmillion recomendati on will
be achieved. The pension, training, and | oan forgiveness
prograns suggested are critical. So is avoiding the
devastating fund | osses to progranms from census-based
popul ation shifts.

Those census-based shifts are logical. They are
inmportant to inplenent. But they hurt prograns in sone
instances quite severely. Wst Virginia stands to | ose over
$400, 000 in funding fromthe Legal Services Corporation from
a census-based shift.

W recomend that the first $19 million of any
increase in appropriations received be directed to equalizing
t he inpact of those shifts. That will avoid the |losses to
t he prograns that are now | osi ng noney because of the census-
based funding shifts. W strongly support the new prograns
suggested, the student | oan forgiveness prograns, the
trai ning, and the pension study prograns.

What you do, as | said, is inportant. Wat you do
is critical. You are the only people who can approach
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Congress on our behalf and request a fund increase for the
entire |l egal services programthroughout the country.

You remain, for our programand for nost prograns
in the United States, the | argest single funding source, the
nost stable funding source we have, the only source whose
entire purpose is providing representation to | owincone
people in civil cases.

Because of that, we strongly urge you to go to
Congress and take a position asserting and requesting that
$506.4 million be appropriated for Legal Services for FY
2004. Thank you, and if you have questions, | will be happy
to answer.

CHAI R ROGERS: Thank you, M. Martin. W
appreciate very nmuch your com ng from Wst Virginia and
descri bing not only the reasons behind the NLADA
recomrendati on, but also the inpact on the delivery of |egal
services in Wst Virginia.

Are there questions fromcommttee nenbers or other
board nenbers?

MR. EAKELEY: | think we're going to hold for the
third presentation, and then address questions to the panel,
per haps, Nancy.

CHAI R ROGERS: (Ckay. Well, thank you. And
Maurici o, are you ready?

MR. VIVERO Yes. Good afternoon. | amhere to
present managenent's recomendation for LSC s budget mark for
fiscal year 2004. The managenent teamrequests the board
approve a prelimnary budget figure of $415 nmillion,
including 20 mllion for technology grants, for fiscal year
2004; and to authorize the board chai rman and LSC presi dent
to begin inmedi ately budget discussions with the
adm ni strati on.

Qur recomendation is based on a conbi nati on of
factors. Most urgently, it is a response to the reality that
non- LSC fundi ng sources are declining at an al arm ng speed as
a result of plunging federal interest rates and the ongoing
uncertainties in the stock market.

In addition, LSC s budget has been flat for three
years. Qur grantees have not seen a significant federal
i ncrease since 1994. Those gains were w ped out by Congress
just two years later, and many of our prograns still have not
recovered fromthe fallout of the 1996 cuts.

As all of you know, LSC now has in its possession
poverty popul ation figures fromthe 2000 U S. census. The
census figures reveal that nore than 36 mllion Anericans are
now eligible for LSC funded services, yet we can afford to
fund fewer than 4,000 full-tinme attorneys to serve those in
need. The LSC poverty popul ation from 1990 to 2000 i ncreased
by 5.75 percent.
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Because LSC continues to be the single |argest
fundi ng source for legal aid, we believe the time has cone to
advocate for a higher funding | evel, one that acknow edges
our present inability to help all those | owincone clients
Congress has directed us to serve.

We in managenent realize that achieving this 415
mllion funding goal nerely takes us back to funding | evels
approved by Congress al nost a decade ago, when Congress
passed 415 for LSC s '95 appropriation.

An increase back to "95 levels will still |eave us
a long way fromfully addressing our problens. Today, it
woul d take a congressi onal investnent approaching $700
mllion to fund us at 1980 |levels. But in advocating for
nore resources, we have to start somewhere. An increase to
415 would mark an inportant first step in addressing the
funding crisis facing our prograns.

| do not use the word "crisis" lightly. Dramatic
declines in major non-LSC funding sources, and stagnation in
the state civil justice spending, have greatly guided our
t hi nking in devel oping this proposal .

Revenue from | CLTA accounts represent the | argest
non- LSC fundi ng source for legal aid, and I CLTA interest
rates have hit an all-time low Wrse still, the prognosis
is bleak for a full recovery, and that's assumng the U S.
Suprenme Court doesn't strike down | OLTA altogether

The TOLTA crisis is a result of nultiple interest
rate cuts by the Federal Reserve. The Fed rates now are
roughly one-fifth of what they were a decade ago, and banks
interest rates have paralleled this decline.

Projected shortfalls are nore severe in sone states
than others, but alnost every IOLTA programin the nation
expects to incur significant revenue |osses in 2002 and 2003.

Those | osses will range from $100, 000 figures to seven-
figure losses in Chio, Washington, Mssachusetts, and
Il'linois. California may be the hardest hit, wth a
projected | OLTA loss of $3.8 million for 2002.

These nunbers woul d be alarmng even if the rate
drops were expected to be short-lived. Unfortunately,
there's historic evidence to suggest that these sinking | OLTA
rates may never fully recover. The last time | OLTA prograns
faced rate cuts of this magnitude was in the early '90s, when
rates were cut in half, froman average of 5 percent to 2.5.

Even after the econony rebounded, | OLTA rates
continued to | ag behind. The |ICLTA | eaders we have consulted
fear that a repeat of this trend could | eave rates hovering
indefinitely below 1 percent.

Tradi tionally, when Congress' investnents and | CLTA
i nvestnments were both static, the | egal services conmunity
woul d seek resources fromstate | egislatures and private
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foundations. Unfortunately, those wells have also run dry.

This fiscal year, state governnents will run an
aggregate deficit of $58 billion, according to the National
Conference of State Legislatures. The ABA's project to
expand resources in legal services is estimating that no
activity this year in terns of new funding will be at the
state | evel

The |l ast line of defense for our prograns,
foundation giving, is also down as a result of the stock
mar ket declines. Anerica' s ten biggest foundations are
reporting asset |osses of $8.3 billion for the first half of
2002. Foundations' shrinking endowrents nean | egal services
will get a proportionally smaller piece of that pie.

|"d like to close by saying that | feel we have
built a strong foundation with the Congress and the Wite
House to make our case for nore funding. LSC s approach for
the last two years has been to partner with the
adm ni stration and support a |level funding request, this
notw t hstandi ng the vast unnet |egal needs of our clients.

| believe those were the right choices at the tine
we made them for they allowed us to establish strong
relati onships with the admnistration and to acknow edge the
real budget realities of our tine, such as the need to shift
resources to fund the war on terrorism W are grateful for
the President's support.

Wiile no one will deny that those budget pressures

remain -- for exanple, just yesterday the Senate Budget
Conmittee estimated the deficit for 2003 will be $180
billion -- the urgent needs of our clients conpel us to act

now and to expend sonme of this hard-earned capital to make
the case for nore resources.

That concl udes ny presentation. Thank you for your
attention.

CHAI R ROCERS: Thank you, Mauri cio.

| think that, Doug, you indicated there was sone
interest in tal king about this subject with all three
panelists there. W have budget mark reconmendati ons that
vary from502 mllion -- I'"'msorry -- 506.4 mllion to 415
mllion.

| propose we actually vote on the budget mark | ater
in the agenda after we've discussed the 2002 and 2003
operating budget. But | wonder if there's sone discussion of
the conmttee or other board nenbers at this point.

MR. EAKELEY: Nancy, this is Doug. 1'd like to
just ask the panel to focus and develop a little bit nore of
this concept of vast, unnet need. M. Pickering in his
statenment reports that various credi ble studies, state and
national, and | believe the last national study was the ABA
study --
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MR. PI CKERING Ri ght.

MR. EAKELEY: Continued to show that despite the
conbined efforts of legal aid prograns and private bar pro
bono attorneys, as many as 80 percent of those in poverty
need | egal hel p but cannot obtain it.

And | gather that the reduction in overal
alternative resources has really exacerbated rather than --
obviously it hasn't narrowed that gap. But would any of you
care to coment -- we had asked the Congress for an
appropriation, | think, tw years ago for another national
| egal needs study. We were unsuccessful in obtaining it.

But | remenber a decade ago our predecessor board going to

t he Congress using that exact phrase, vast, unnmet need for

| egal services. But in any event, M. Pickering,
|"ve read your statenment. But | think -- you were noddi ng
your head with nme. How do we devel op this nessage and bring
sonme credibility with it?

MR. PICKERING Well, | sinply think that every
study that has been nmade continues to enphasize the need.
There are such horror stories -- | nmean, nost of the aid

which is wth Legal Services funds and other funds are
matters that are essential to the life and the well-being of
a major part of our citizens.

Donestic rel ations probl ens, violence against
wonen -- there was a recent programthat | read in one of the
southern states about help to battered i mm grant wonmen who
have no idea of what their rights are, who are the prisoners
of their abusive spouses, and with help fromlegal services
providers, are able to resune a life and work and custody of
their children freed of that terrible anobunt of abuse.

There is also a lot of work done and needed in
getting the vast program of federal benefits, that ranges al
the way fromthe farnmers | egal action group in M nnesota
dealing with the devastation of river flooding in that state,
to the ordinary crop | oan subsidy prograns and the protection
agai nst foreclosures on the famly farns.

It is a wwde array of services. W are very proud
of the nodules. Qur slogan is "Equal justice under |aw."

But we fall so short of neeting that need. And | have never
known a worse tine in nmy 60 years of practice. The anount of
pl eas that come to ny law firmfor assistance froma whol e
range of worthy organizations who are seeing their funding
cut back on a whole variety of things -- you heard from M.
Vivero the private foundation funding is dried up and 1 OLTA
has shrunk. And if the IOLTA prograns are knocked down, the
need for federal funding just becones enornously nore.

VWhile | appreciate budget realities, | think it's
the time to try to have realities about the delivery of
justice, the nost precious comodity of our society.
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| spoke the other day at the ABA pro bono | unch,
and | was -- read the Preanble to the Constitution of the
United States. And the second itemin that Preanble is to
establish justice. It cones before providing for the common
def ense.

And | think that while we can't be stupid in our
requests, the tine has cone when we ought to push. And | can
assure you, the American Bar Association, wth whatever
resources it can bring to bear, is ready to support a request
in the range of $520 million plus. | don't quarrel wth what
NLADA has suggested, which is a little nore. But | do think
that we need to go beyond what was the funding level in 1995
and adjust it at least for inflation. And that brings us to
the $520 mllion figure that | have suggest ed.

MR. McCALPIN:  Madanme Chair?

CHAI R ROCGERS:  Yes.

MR. McCALPIN: This is Bill MCalpin. Let ne
direct a question to Mauricio.

Can you in any way identify the differences between
your figure of 416 and the 502 or 4 figure? Can you tell us
where in ternms of size and nature those differences m ght be?

MR VIVERO Well, it's alittle bit conplicated.
| f you accepted the line itens proposed by NLADA, you would
reduce the amount in basic field grants. Qur proposal, if
accepted, has only one additional line item which is for
t echnol ogy grants.

So there's a policy decision there in terns of
di stingui shing the budget details. Qur figure is basically
the "95 figure. And as a shorthand on what the other figures
are, it's basically "95 figure adjusted for inflation.

That's the major difference of the two nunbers.

Could I add -- could | respond to Doug' s question
about need? CQur budget request, whatever the figure is for
2004, will, I think, nore than adequately denonstrate and
expl ain the various need studies that have been done in
states since the ABA benchmark study.

The nost recent excellent study was done in Oregon
at a very low cost. W are encouraging state justice
communities to go ahead and do these studies, since we were
not able to fund a national study. There has been studies in
Florida and a dozen states. And there's plenty of evidence
to suggest we're not neeting the need at approxi mately the
80/ 20 figures that M. Pickering nentioned.

MR MARTIN:. And if | mght, just a couple of very
qui ck points on the sanme set of topics. W followed the ABA
study in 1993 in West Virginia with a state survey, which
essentially came to the sane results. One of those pieces
was that one in seven | owinconme househol ds had a probl em
t hat needed assistance with a | awyer to be resol ved
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successfully in 1993.

Using that level, this year in West Virginia there
woul d be nore than 45,000 famlies that need the help of a
lawer. We're able to help, using LSC and | OLTA funds,
between 7 and 8,000. And that's at about the 20 percent
| evel . That means 80 percent of those people are not going
to get help.

| can tell you anecdotally lots of stories about
time spent on the phone with people trying to give them
advi ce about situations that when I hang the phone up, | know
they are not going to be able to resolve nost of the tine.

But | can give you a couple of other concrete
exanples. On ICQLTA, if you want to see what really happened

to the interest rates, in Decenber of 2001 -- because | serve
on our state IOLTA conmttee -- we projected interest rates
for 2002 -- we thought we were being optimstic, but we

didn't think we were being wildly optimstic projecting 2
percent interest rates in May of 2002.

We conpiled the interest rates fromthe banks that
were participating. W had nultiple banks paying interest
rates of .20 percent, not 2 percent, but 2/10ths of a
percent. And the average canme out to about .28 percent. The
hi ghest we saw was 1 percent.

The effect on revenue for West Virginia alone for
all of the I1OLTA prograns -- not just |egal services, but al
of the IOLTA progranms in West Virginia -- went from projected
revenue of about $900, 000 to projected revenue of under half
a mllion dollars, under $500, 000, alnpbst a 50 percent |oss
in anticipated funding there.

MR. PICKERING There's one additional matter
regarding the I CLTA returns. In the beginning, many
financial institutions |ooked on this as a very good, broad
social program Here in the District of Colunbia, for
exanpl e, we were able to get banks to waive all service
charges on | OLTA accounts.

The banks are no | onger doing that, by and | arge.
So as interest rates have gone down, bank service charges
have gone up and it is getting hard, even at the nodest
interest rates, to have any net return on the I OLTA funds.

So that's another reason why we just have to try to
put the case as to the Federal Government is going to have to
step up nore than it has in the past. W are appreciative of
the fact that the current admnistration, we no | onger have
to fight to keep the Corporation alive. But we do have to
fight for our clients and get nore noney to close the gap
bet ween our prom ses and our performances.

MR. EAKELEY: Can | just ask -- Nancy, it's Doug
agai n.

CHAI R ROCERS:  Yes.
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MR. EAKELEY: Can | just ask a follow up question
of JimMartin that follows up on Bill MCalpin's question to
Mauri ci 0?

Jim the words are on record as supporting student
| oan forgiveness, anong other things, and we've tried to put
our noney where our hearts are when it cones to opportunities
for training.

But what are the cost elenents in the budget mark
proposed by NLADA for training pensions and student | oan
prograns? Do you have those handy, by any chance?

MR. MARTIN. Yes. | think | have themright in
front of me, and I also think I can renmenber them off the top
of my head. There is 17 to $22 nmillion is the proposal for

the -- | thought | had the letter in front of me and | don't
have that, so I'll just --

MR. EAKELEY: Well, we can refer to -- | nean,
we'll nmake the letter a part of the record.

MR MARTIN: It is in the report, but it is -- 17
to $22 million is the estimation for the costs on the student
debt assistance and the staff pension. W recognize that,
for exanple, know ng the absolute cost of a pension plan that
woul d cover | egal services prograns nationally is not
possi bl e right now.

We don't know what the absolute cost would be. But
we do know that it would be a start if we could spend $10
mllion on | oan forgiveness and another -- a total of 17 to
$22 mllion, which is what is listed in this report, for the
two conbi ned.

W al so asked for $10 million for training and
publications. This is a significant increase over the
current |levels that have been proposed. It is there because
we need that kind of training for the advocates in the field
offices, the lawers and paral egals, to have the material s,
to have the capacity to go into court and adequately
represent our clients.

So that total of about $32 million out of the $504
mllion is the part that is suggested that is newand is a
signi ficant new i ncrease over the prior proposals, as
Maurici o addressed t hem

MR. ERLENBORN: Nancy, John Erl enborn.

CHAI R ROCGERS: Yes, John.

MR. ERLENBORN: By the way, |I'mlooking forward to
seeing you in Colunbus next week.

CHAIR ROCERS: Yes. | am as well.

MR. ERLENBORN: Referring to the letter fromthe
NLADA, one of the things that they said in that letter to ne
was rather telling. In 1996, the budget for that year,
because of the action of Congress, reduced by one-third the
funding for the LSC in the prior year.
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It was part of what was |oudly spoken about and
cheered about in the far right elenent in the Congress.
served in the Congress, and | would hope that | woul d never
have the kind of mean approach that they had for the LSC in
that year of 1996. It was, you know, said tinme and tine
again that this was the first step; in two nore steps, they
woul d wi pe out the Legal Services Corporation altogether.

The 415 budget mark, 506 mllion budget mark, or
what ever m ght be approved by Congress -- at |east the 400
mllion mark, in my opinion, maybe 415 -- | could really
appl aud any one of them Any one of them would give us sone
or nore of relief that we desperately need.

| think the 415 mllion, in wiping the effects --
and it would wi pe out the effects -- of that reduction of
1996, without that, although the adm nistration -- while the
President was running for office, running for president, and
while he's been president, he has expressed his support of
the Legal Services Corporation.

Unl ess they wi pe out the attack on the Legal
Services Corporation perpetuated in 1996, that is sort of a
hol | ow prom se, a hollow support. Wiat we need is to have an
appropriation that would show that we have put behind us any
t hought that the arch-conservatives in Congress m ght have
had of destroying the Corporation. And that, | think, is an
absol ute m ni num of what we shoul d expect to get.

CHAI R ROGERS: Thanks, John. Are there other

coment s?

M5. MERCADO No. | just had a question fromthe
presenters on the panel. Madane Chair, this is Maria Luisa
Mer cado.

CHAI R ROCERS: Yes, please.

M5. MERCADO Was whether in the figures that
you're looking at -- | know they were | ooking at the figures
conparative to 1995, but are we incorporating in that the
2003 census and the fact that we now have nore poor people on
the rolls than we did before?

And | don't nean on the rolls in the sense that

t hese people are on welfare. |In fact, nost of themare
wor ki ng poor, working one or two jobs at m ni num wage and
still under the poverty guidelines.

Whet her those nunbers included that -- or we're not
even including that. W're just |ooking at a raw figure of
'95 to today.

MR. MARTIN:. Well, | think they are included to the

extent that the census figures are reflected in the funding
to the field prograns because the absol ute nunber of poor
peopl e has increased by about 6 percent. If funding renmai ned
exactly where it is, that would be the sane as a 6 percent

| oss or nore to each individual program
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And it is fromthat and the adjustnent for the
census | osses that NLADA asserts the position that the first
$19 mllion of any increase should go to nake adjustnents for
that. After that, it is in sone way a reflection of the
i ncreased need because of the population, as well as an
adjustnent for the inflation | oss since 1995.

But the first 19 mllion is a direct response to
t he 2000 census data that is now becom ng applicable.

MR. EAKELEY: Mauricio, have we or will we be able
to conpile for our report to the Congress and our discussions
with OVB the | osses in the aggregate of funding represented
by the reduction in the IOLTA returns?

MR VIVERO W will have -- yes. W wll have
very good estimates for 2002, and can give them a nati onal
pi cture of how much is being | ost.

CHAI R ROCERS: | mean, because the presentations
make several different points, one of which is just sinply to
restore funding to where we were before the attacks cane as a
nessage.

But you have since then the increases in the costs
of the delivery of service, the increases in the nunber of
people living in poverty, and an absolute -- not a relative,
an absolute reduction in funding avail able from ot her
sources, all conbined to exacerbate this vast unnet gap
bet ween resources and need.

MR PICKERING [If I mght add to that -- John
Pi ckering again -- we al so have discovered areas that we
didn't have back in 1995. And | refer to two major national
di sasters, wholly apart from Septenber 11. One was the
flooding in North Carolina, wth enornous |osses to the
Iivestock farmers there, heartbreaking stories of how whol e
farnms raising pigs, all the pigs were drowned and so on.

Legal Services of North Carolina was there and was able to
hel p the peopl e.

You have now in M nnesota flooding of the various
rivers up there, coupled with the drought, and the probl ens
which the ordinary farner has in trying to navigate the nmaze
of federal regulations, and so on, calls for additional work.

So we have new areas of need. W have increased
popul ati on of need. And that's the basic reason for
trying -- | nmean, we're not doing nmuch nore than restoring --
as M. Erlenborn has said, getting back to the playing field
that we were in before the real attacks canme on the
corporation. And we ought to regain at |east that much
gr ound.

CHAI R ROGERS: Thank you, M. Pickering.

Anyt hing further fromany of the nenbers of the
commttee? Any of the board nmenbers, other board nenbers?

MR. EAKELEY: | think our thanks for M. Pickering
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and M. Martin to cone and share their views and their
various organi zations' representative views, and to Mauricio.

MR. PI CKERING Thank you very nuch

MR. MARTIN. Thank you.

CHAI R ROCERS: Thank you.

The next report, | think, is fromDavid R chardson.

| s there anyone else conming to the table there? Report on
i nternal budgetary adjustnents.

MR. EAKELEY: David is on his way up with John
Ei dl eman.

CHAI R ROCGERS: John and David, | think, are going
to give us a background report. The background report is in
the context of three votes, three action itens.

One is the consolidated operating budget for fiscal
year 2003, the tenporary -- I'msorry, tenporary operating
budget for 2003, the second is the revisions to the
consol i dat ed operating budget for fiscal year 2002, and the
third is the budget mark for fiscal year 2004.

MR. EI DLEMAN: Madane Chair, John Eidleman. One of
the obligations that this board has given ne is to supervise
the conptroller's office. So | have been working very
closely with David, but I'mactually going to ask himto nmake
the presentation because at this point, I'mstill |earning
fromhim being nmy nentor.

So David, would you proceed?

MR. RI CHARDSON:  Sure.

MR. EAKELEY: Actually, David has nmentored all of
us in the last nine years and really done a wonderful job at
it.

MR. RICHARDSON: The first thing is on page 236 of
your board book, is the report on the finances through June.

Since we have the projections based on this June spending, |
woul d just quickly give you a couple of the percentages that
are here, and report very broad nunbers. And then we'll
report in nore detail wth the projections.

Thr ough June, we have, of course, our budget that
we are showing in colum one. The budget is $336, 805, 000,
basically. And we have expenses, contracts through our
grantees and expenses through the Corporation, of
$325, 084, 000. So the remaining funds there is $11, 720, 000.

When we get into the projections, you'll see that
we are planning on spending the vast nmgjority of that noney.

But there is some of that that will be carried over

The funds fromthe field program which is the

delivery of |egal services -- and this, just to bring to your
recoll ection, is added up, so when you |look at the field
prograns, you'll see that there is $5,279,000 renaining there

to be spent this year
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You see the breakout between the basic field, the
U S. Court of Veterans Appeals, grants from other funds, and
the technology initiative. And then within the corporate
managenent and admi nistration, that is also additive of A and
B, which is managenent and adm ni stration.

We have the remaining funds in managenent at this
poi nt of $4, 745,000, and within the inspector general,
$1, 696, 000. And those will add up to the total anmount of the
funds that are remaining at this point.

One of the problens that we've had that you' ve
heard very candidly talk of is the expression of the interest
noney that we are getting. W had originally projected
$275,000 in interest for this year. W broke that out as
175,000 of it went to support managenent and adm nistration,
and then 100, 000 was included with grants from ot her funds
avai |l abl e.

We are going to be significantly short of that

dollar mark for this year. | got a statenent earlier in the
week that we are now receiving .8 percent per annum on our
nmoney. It is significantly lower, and is going lower, it

seens |ike, each week.

And when you | ook at that on page 237, you'll see
that 275,000 is conpared to what we have received to date,
which is basically $83,000. So we have a shortfall at this
poi nt of $192, 000.

The percentages that are significant to our
particul ar presentation, if you'll |ook at the managenent and
adm nistration, this is also delineated in the budget report.

We are at 75 percent of the year through June. Qur spending
is basically 65 percent. And within those areas, we're well
wi thin each of the budget areas.

And if you'll 1look at page 239, you'll see that
those are expressed there as far as a budget, the expenses
t hrough June and the unexpended bal ance. And each one of
t hose, the quick benchmark being 75 percent, you'll see that
each one of those is under that figure at this point.

On the next page, 239 -- 240 is for sone reason --
oh, it's stuck together -- is the inspector general. And
their budget is at 41.25 percent of the annual budget.

If I could just back up for a noment, within
managenent and admi ni stration, when you | ook at page 238,
you'll see the spending by office. And that also, of course,
is contained in the consolidated operating budget report.

The itens there, the larger itens that you see, al
fall within the budget. But as far as the spending for the
board of directors, you see that that is $99, 900 t hrough
June. The executive office has spent $565,000. The | egal
affairs, 653,000. Governnent affairs, 455,000. Qur human
resources, 331, 000.
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The managenent and administration has spent $1.787
mllion, the significant amount there being that the
occupancy cost for the Corporation is the $962, 000, and that
is for the Corporation as a whole. The operating expenses,
the 154,000, is the commercial liability insurance package,
the rental of equi pnent, supplies for the Corporation. So
those are the two significant itens there.

| nformati on technol ogy, and this is where we buy of
conputers and it's charged to this particular budget, you'l
see that the capital expenditure there is basically 57-,
al nost $58, 000. Total amount spent is 815, 000.

| should nmention there that there is $100, 000 spent
in consulting. Mst of that has been for security of our
networ k and upgradi ng of our network. |[|'ve reported to you
in the past, if you'll recall, that |ast year when we got the
di fferent Chinese viruses, we were hit tw ce.

We have secured our servers and our network to a
hi gher degree, tightening down the systens to the point now
where we have not seen any significant viruses or inflictions
of intrusions into our network systens.

Wthin the program performance, you see that we've
spent 1,977,000 for this year. The larger itens there, of
course, is your salaries. There's sone consulting, alnost
300, 000. That noney is going to the technology initiative,
state planning, the capability assessnents, and there's nore
nmoney that will certainly be spent in the next three nonths
t here.

It's sort of the season for that. This budget in
itself is not linear. |It's not spent in 1/12ths. So
basically, fromJuly, August, and Septenber, when they're
getting ready to make fundi ng decisions for the next year,

t hat spendi ng picks up for the program performance people.
And whil e many people are out on vacations and taking it
easy, they're gearing up doing nore spending and nore

pl anni ng and preparing for the next year.

Wthin the programinformati on managenent, you'l
see that there's 540,000 spent there, and within the
conpliance and enforcenent, $1,584,000. A |arge part of
that, of course, is the $153, 000, al nost -54,000, that
they' ve spent, and that is of course the noney where they go
into the field to do their case managenent reports and
reviews, and the funds that it costs themthere.

That's sort of a quick overview of what we've spent
t hrough June. And then, of course, the next itemis what we
have as far as the projection of expenses. And |'ve passed
out a sheet to each of you. And Ms. Rogers, this is the
information that you had revi ewed yesterday, and you got a
fresh copy of this norning.

CHAIR ROCERS: Yes. | have it.
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M5. BATTLE: |'ve got just a question.
MR. RI CHARDSON: Certainly.
M5. BATTLE: | don't understand. And | know the

based on the way that the budget is presented, we don't have
all of the details. But we did hear during the provisions
conm ttee neeting that we had a consul tant working on the
diversity initiative who donated sonmething in the area of 200
hours -- 250 hours in order to conplete that project because
it was outside of the budget.

And I'"mnoticing that the consulting budget is only
45 percent expended. So it's not near the 72 percent or 75
percent which would correlate with where we are in the year.

Does it have to do with the allocation that you had
within the consulting Iine itemas to why the funds were not
avai l able to pay for the work that was done there, or -- |
just want to get an understanding as to where we are and
whet her there are funds avail able to address that.

MR. RICHARDSON: | have total budget information,
in summary, that has been supplied by the Ofice of Program
Performance. There is a good deal of spending that is
projected in the next quarter, but | don't have a breakdown
with me as to what that spending would be.

But, for instance, if | can turn to it here,
program performance for the period of July through Septenber
is projected to spend $395,000 on consulting. So as far as
t he breakdown of that, | know that there's sone capability
assessnents. There's sone technol ogy noney in there.

But as far as noney earmarked specifically for
diversity or other issues, | don't have that information with
ne.

M5. BATTLE: | guess ny question is, just |ooking
at it globally, if the projects that are already identified
are fully discharged over this next quarter, are there
dollars left in consulting that could neet the need of making
sure that the consulting that we did retain gets paid for the
wor k that was done?

MR. RI CHARDSON: Absolutely. The report that is
before you, the next thing that we'll | ook at, shows that
there's $823,000 in funding that's not earmarked at this
poi nt for any particul ar project.

So when you | ook at netting the anmount of interest
that we're not going to get and the anmount of carryover
we're going to have in the neighborhood of $675,000 that is
not earmarked for any particular project that currently is
bei ng shown, and when we | ook at 2003, wi Il help support the
2003 operati ons.

M5. BATTLE: Which gets back, | guess, to ny pt.
did hear you nention that we potentially would have a
carryover. It just seens to ne that | know that we do have
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budgets, and we have allocations that we make based on our
expect ati ons.

MR. Rl CHARDSON:  Ri ght.

M5. BATTLE: And then we retain people to do that
work. But if we retain people and they, in order to conplete
a professional project for us, run out of what we have
all ocated for them but they do, you know, a professional job
for us, it just seens to me that if we have the dollars
avai |l abl e, maybe this board can address naking sure that they
get paid for it.

MR. RICHARDSON: | don't know the circunstances of
that. But, for instance, there's a |ot of occasions where
you enpl oyee a consultant for 30 hours to do a project, and
it takes 35 hours. And you pay themthe dollar figure of
their contract, but then the additional five hours that they
wor k over the anobunt that they had originally projected is
sort of their operating cost.

MR. EAKELEY: O their choice to donate their
servi ces.

MR. RI CHARDSON: Wiich is what |'m hearing was
done, was they conpleted the project and it cost them nore
hours than they original projected to date. That's the sane
thing with the reg/ neg process, you know, where the gentlenman
wanted to conplete the process. So he conmitted his tinme pro
bono after receiving the anmount of the contract -- the
contractual anount that was due him

MR. ERLENBORN: If you'd yield, | think what
LaVeeda is trying to get at, and | would agree with her if we
both are thinking the same thing, the different el enents of
the Corporation -- for instance, the executive offices --
have their own allocations for things |ike consulting.

MR. Rl CHARDSON:  Yes.

MR, ERLENBORN:. And OLA, Ofice of Legal Affairs,
has its allocation for consulting. And | think what has
happened with OLA was that they ran over what was antici pated
to be spent.

That doesn't nean that in other places in the
Corporation, or maybe even within COLA, they may have had
antici pated expenditure which they were exceeding. |IT
doesn't nean that the whole corporation is running out of
consul ting noney, which it m ght appear here with these gross
figures. And | think that's the point that you were trying
to get at.

M5. BATTLE: Exactly.

MR. RI CHARDSON: The gross figures thensel ves point
out that there is basically $800, 000 of noney that was in the
budget that is not being earmarked to be spent. A director
could earmark any bit of that noney.

For instance, | nmean, we're speaking of the program
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performance. Their budget, as this reflects -- get the
correct anount here -- is $3,144,000. They've spent to date
$1,977,000. 1In the final quarter, they are projected to
spend $1.1 mllion, round figures. And even at that, they're
still projected to have $62,000 in carryover.

So if there is a consultant that they would like to
hire that's not included in their projections, they have
$61,000 that is available to themto spend. And if it
happens that they need $100, 000, we could certainly nove
noney within other areas to nmake that available to them

MR. EAKELEY: Well, this gets back to an earlier
di scussion. But we've done this this way for so nmany years
now, but it's very difficult to |look at these figures and
| ook at the proposal for the tenporary operating budget for
the next fiscal year based on continuing appropriations, and
see whether and to what extent the Corporation's or the
board's priorities are being funded and operations being
conducted in accordance with those priorities.

And | don't know what the Corporation could do with
t he 600, 000, or |eave a margin of 400,000, in terns of
further advancing sonme of the programmatic initiatives, or
the training and technical assistance, or the conpliance
functions.

But | would just invite managenent to sort of focus

on that. It's an opportunity, | think, to do alittle bit
nore in the priorities indicated if we coul d.

MR. ERLENBORN: | think one thing that | have to
worry about is that the expenses overall for -- the total
budget --

MR. EAKELEY: Sure. Absolutely.

MR. ERLENBORN: -- for the comng fiscal year is
going to be higher than the current fiscal year. And so if
we happen to have a few thousand dollars over -- | nean,

under-spent in the current year, it's very conforting to know
that we can transfer sone of those funds that were not spent
in this year, although appropriated.

MR, EAKELEY: Yes.

M5. FAI RBANKS-W LLI AMS: W have to have a search
for an inspector general and so on, and support that.

MR. ERLENBORN: And for a new president.

M5. WATLI NGTON:  Nancy, |1've been hol ding ny hand
up, and | forgot that you're not able to see. That what John
has said, as a director, it is conforting to have that noney.

Because | renenber the first -- that speaker that was here
from Col or ado.

There's al ways energenci es, too, unexpected things,
you know. So when you are having a budget overall, it's
al ways very conforting to know that you have those -- you
know, sonehow you can operate a budget nuch better know that
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that is there.

So, you know, | don't think that would be of any
concern. | think that's a conforting budget to | ook at.

M5. MERCADO Nancy, this is Mria Luisa Mercado.

CHAI R ROCERS: Yes, Maria Luisa.

M5. MERCADO One of the things that | was | ooking
at, and |l ooking at consulting lines, is that | was al so
| ooki ng at the inspector general's nine-nonth period
category. And in their consulting line, they have an
unexpended bal ance of $618,197, which is 14 percent, al nost
15 percent, of their budget.

And of course, | don't know whether that's already
commtted or not, and |I'm sure that our inspector general
could probably tell us that. But ny question went to that in
the diversity initiative, in the diversity consulting, it's
not just a consultant that dealt solely with the Ofice of
Program Performance, but it is an issue that deal wth across
lines and everything that we do as a | egal services entity.

And in looking at if you' re having to pull sone of
t hose funds fromdifferent consulting |lines, for exanple, and

i ncludi ng sonme of the inspector general or other lines -- or
maybe we can't do anything with that; | don't know. |'mjust
aski ng.

MR. RICHARDSON: If | could speak to that, because
we have a |line item budget, we have the noney for basic field
t echnol ogy, managenent, adm nistration, and |G W cannot
nove noney between the four lines. W would have to have
congressional relief to do that.

MR. ERLENBORN: But if you want to nove noney
within MGA from one place to another, or within the field one
pl ace or another, that's all right. It's only if you're
trying to nove fromMA to field or vice versa.

MR. RICHARDSON: That's correct. Wthin the
managenent budget, the president has the discretion to nove
t he noney around, yes.

MR. McCALPIN:  Nancy, this is Bill MCal pin.

CHAIR ROGERS: Yes, Bill.

MR McCALPIN. 1'd like to ask anot her questi on.

Do we -- | notice that we are spending 20.8 percent of the
per sonnel conpensation benefits for personnel benefits.

Do we have any idea how that ranks wi th governnent
agenci es, other non-profits, that sort of thing? In other
words, it doesn't seemto ne to be excessive; | wonder if
it's even low. But 20.8 percent of the total conpensation
benefit package goes for benefits. Do we have any idea how
t hat stacks up?

MR. ERLENBORN: Bill, if you'd yield, | don't. And
that particular fact was kind of brought to ny attention as |
went over these papers in anticipation of this neeting, in
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pr eparati on.

It does seemto nme to be on the high side.
However, all of our enployees are limted in conpensation,
di rect conpensation, because of our status. And we do have a
good health plan, for instance. W have a good 403(b)
pensi on plan, which is both contributory and matching a part
of that contribution.

|'"d say you'd have to ook at this, in my opinion,
as total conpensation, putting together the direct
conpensati on and the enpl oyee benefits, and conpare that with
ot her people -- with people in other positions.

MR. McCALPIN:  John, ny point wasn't that | thought
it was excessive. |If anything, | thought maybe it was on the
| ow si de.

MR. ERLENBORN: It may be. | don't know.

V5. WATLI NGTON:  Well, Bill, you renenber a couple
years ago, | nean, when we were on the ops and regs
comm ttee, Joan Kennedy, who was the director of human
resources did all that research and came up with the type of
package that the enpl oyees now have, and conpared it to make
sure that it was being conpared with other agencies of this
type of size.

MR. EAKELEY: Nancy, Alice D ckerson has conme to
the table. Let nme point out that we're well over tine, and |
think the only issue to be presented to the board for
approval with respect to the current operating budget is a
novenent of one set of funds fromone category to another in
t he anobunt of $14,550. Right?

MR. RICHARDSON: That is correct, sir. There are
sonme adjustnments within budgets that are fairly mnor in
nature. But it does not affect the total overall budget. So
that's the reason you have a resolution in front of you that
basically matches that which was passed in January.

MR. EAKELEY: Well, why don't we |let Alice address
the issue that was presented, and then maybe, Nancy, if we
could nove on to the adjustnents portion of the agenda.

M5. DI CKERSON: Nancy, if | may respond to
M. MCal pin's question on the benefits.

CHAI R ROCERS: Thank you, Alice.

M5. DI CKERSON: Cenerally, throughout the industry,
benefits run in the 30 to 35 percent range of conpensation
benefit total. So we are low. And yet we have an excell ent
benefits package. W' ve been able to apply cost managenent
strategi es and do the best we can to keep that nunber down.

MR. McCALPIN. | think we can take sone credit --
|"mnot sure "credit" is the right word -- for the fact that
we have been very parsinonious, really, with respect to
benefits by conparison with the industry, certainly.

CHAI R ROCERS: Thank you, Alice and Bill
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M5. DI CKERSON:  You're wel cone.

CHAI R ROCERS: Are we ready to consider the
recommendation for -- the revision of the consolidated
operating budget for fiscal year 2002? 1s there any further
di scussion on that action itenf

MR. EAKELEY: The action itemis -- | nmean, is to
approve the recommendations for reallocations. But the only
real | ocati on shown on the chart is the 14,550 noved from
executive office to governnment relations. AmI right about
that, David?

MR. RICHARDSON: That is correct, sir.

MR. McCALPIN: Wat page are you on?

MR. EAKELEY: That's page -- that's the handout
that's consolidated operating budget for FY 2002.

CHAIR ROCERS: This is Resolution No. 2002-013?

MS. FAI RBANKS- W LLI AMS:  Yes.

MR. RI CHARDSON: That is correct.

CHAIR ROCERS: Is there any further discussion of
the action that's contenplated by that resolution that's 013?

(No response.)

CHAI R ROCERS: Hearing none, is there a notion for
approval -- for recommendi ng approval of the resolution to
the full board?

MOTI ON

MS. FAI RBANKS- W LLI AMS:  So noved.

MR. EAKELEY: Second.

CHAIR ROGERS: Al in favor?

(A chorus of ayes.)

CHAI R ROCERS: (Opposed?

(No response.)

CHAI R ROCERS: It stands approved.

The next action itemis Resolution No. 014, which
is before you, and this is approval of a tenporary operating
budget for fiscal year 2003. David, do you have nore

comments before the board begins -- commttee and board begin
commenting on that?
MR RICHARDSON: | will nake just a very brief

comment. The nmeno that |'ve given to you explains how | have
come up with the nunbers for the tenporary operating budget.

There is a couple itens just to nention here. The
appropriation anmount, the proposed appropriation anmount, that
was approved by the Senate Appropriations Conmttee was
$329, 300, 00. There was a later amendnent on the floor that
suggested that it would increase 4.1 percent for
conpensation, and give an additional $97,000, but it was not
broken out or given to any particular line item So |I've not
included it here, thinking that, you know, it has not yet
been approved, and this is a flat budget as to what we
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receive this year.

W are aware that there is a change. There is a
mllion-dollar reduction in the technol ogy noney from | ast
year to this year, with $900, 000 of that going to managemnent
and adm ni stration and 100,000 going to the IG

The carryover that we just went through conmes into
this particular budget. | have given you an Attachnment Ato
the first one, first nmeno, and it does show that the
appropriation, the projected -- and all these are
projected -- appropriation is $329, 300, 000.

It shows the deferred revenue -- and if | can just
speak to that for a nonent also, this norning you heard a
report in regards to the technology grants. Letters are
going out in md-Septenber. Any contract that is executed,
conpl eted, and returned to the Corporation would reduce this
$4.8 mllion because it would be spent in fiscal year 2002.

So there may be some adjustnents to this figure,
along with the fund bal ance. W have the $777,000 that is in
managenent and adm ni stration, the 114,000 that |'ve
identified, the grants from other funds avail able, and then
t he i nspector general carryover.

Additionally, I've got interest incone, and |'ve
reduced that from 275,000 to 100, 000 based on the interest
rates at this point. And then Mauricio has given ne a figure
of 65,000 for the Equal Justice Magazine, and that was used
to help increase his particular budget in comng into 2003.

So basically, I've got a tenporary operating budget
of $335,900,000. This is alittle different approach than
was taken | ast year. Last year | asked you to approve a
tenporary operating budget for managenent and adm nistration
and i nspector general alone.

The reason | have done this is because the board
passed a consol i dated operating budget in January. W had
al ready made awards at that tinme and cut checks. So |I have,
to inprove the process, to be nore forthcom ng, devel oped
this particul ar budget.

But it is wth the understanding that it is a
projection, and so in the resolution that you have, we're
asking -- or at |east managenent is asking that you approve
this budget subject to the appropriation. And it's also -- |
shoul d have added in the resolution, subject to nore correct
carryover figures, so that we will make sure that we are

spendi ng noney -- and, of course, we always do, but just to
be full and forthcom ng, to have an adjustnent.
And perhaps we'll do that at your next neeting, if

you neet in October or Novenber, maybe come back with an
adjustnment to the tenporary operating budget before we go to
t he annual neeting and have the full consolidated operating
budget .
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M5. BATTLE: So do we need to amend this
resolution, or just breathe into it what you' ve told us?

MR. RICHARDSON: | think if we just breathe into
it. We watch it very carefully, and we're very careful with
that, to make sure that we do not spend over the allotted
anmount .

CHAI R ROCERS: So the proposal is that the board
approve Resolution 014, 2002-014. And with that, you say
that that would represent approval of the attachnents as
wel | ?

MR. RI CHARDSON: That is correct, ma'am

MR. EAKELEY: Nancy, this is Doug Eakeley. Could I
ask a question and make a comrent ?

CHAI R ROCERS: Yes, please.

MR. EAKELEY: O nmmke a request and ask a question?

| s managenent proposing that we reduce technol ogy grants by
a mllion dollars and increase the MA |ine by 900, 000,
assum ng flat funding?

MR. RI CHARDSON: That is what was requested in the
appropriation request, yes.

MR. EAKELEY: Ckay. What is the justification for
that? Wiat are we going to do -- just can sonebody explain
why we're being asked to do that?

MR. RI CHARDSON: Last year, when budgets were put
together, actually the first budget for 2003 was over $14.5
mllion. It was discussed at that point that we could not,
you know, ask for -- we of course were asking for al nost --
we had tal ked about a 396 mllion request. W had al so
tal ked about a $375 million request.

When it was determ ned that we could not -- that we
had to stay with the President's request and request to
freeze fundi ng because of the salary increases that the
Cor poration had given, because of the increase in rent, there
was a determ nation that there was additional noney needed.

Basically, | was asked to cut the budget from 14
mllion five dowmn to under $14 nmillion. So | did that, and
then there was the adjustnment that was nade, and | actually
t hought in consultation with you, in regards to making the
adj ust nent .

MR. EAKELEY: [Is the 900,000 sort of -- are we
| ocked into the $900, 000 increase in the MRA |ine because of
the essentially fixed personnel and occupancy costs, or are
there spending initiatives enbedded within that are funded at
t he expense of technol ogy grants?

MR. RICHARDSON: It's salary continuation
i ncreases, and the increase in rent, and continued operations
with travel for conpliance, and the program perfornmance, the
litigation. W have been through, nmuch |ike we do each
gquarter, a conplete analysis of what noney we anticipate to
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need for the comng year. | have a budget by office that
expl ai ns where the noney is going and how the noney is to be
spent very generally.

But, of course, we do operate under a rolling
budget concept, that we would cone back and project a ful
budget to you in January, and if there is additional coments
or needs that the board identifies, then we could address
t hose.

MR. EAKELEY: Well, we can't do it here, but here
cones the request part of the followup to the question.

This is precisely the area where | think having the board
focus a lot nore on planning and priorities mght informthe
budget process, and where we al so need to understand nore of
what it is that managenent proposes to do by way of spending
priorities, activities, operations.

And then | know that that's not a lot. You're
| ocked into nost of that M&A line. But | think that at the
next board neeting, it would be very helpful if we could sort
of engage in nore of a discussion about the resource
all ocations and activities inplicit in the tenporary proposed
consol i dat ed operating budget nunbers.

MR. RICHARDSON: If you would -- we can do that,
certainly. If you don't mnd, after this neeting, if we can
spend about ten mnutes, | have sone information, and see if
that would suffice. And if you need it broken down further
we can do that.

MR. EAKELEY: No. I'mjust -- |'m suggesting not
at an after-neeting -- although |I welcone that. But | think
that the board ought to be nore engaged in the -- or at |east

i nformed of and have the opportunity to engage in a

di scussi on about choi ces, spendi ng choi ces, budget

all ocations, priorities of expenditure wi thin spending
categories, and the Ilike.

And that's not -- I'"mprepared to vote for the
resolution as proposed. But |I'mjust saying at the next
board neeting, as we take a closer ook at this, it would be
hel pful to have that discussion.

CHAI R ROCERS: David, you had nentioned that
certainly there would be a reconsideration of this in January
since this is only the tenporary budget. | assune it's also
possi ble at the very next board neeting to have sonething of
a reconsideration, know ng that sone commtnents will be nmade
based on the tenporary operating budget, but not as many as
woul d be made by January. |Is that correct?

MR. RICHARDSON: That is true. And certainly,
whenever the next neeting mght be, we may have an approved
appropriation at that point. So we would have firmer nunbers
there. W would have nore firmnunbers on carryover. So we
can certainly have it revisited at the next neeting. That's
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not a problem

CHAIR ROCERS: | think -- | hear sonme concern about
that and some -- | think sone request on the part of the
board, perhaps, to look at it nore substantively at the next
nmeeting. And that gives everyone an opportunity to get
guestions they m ght have answered by you in the interim

MR. RICHARDSON: That's fine. | can do that.

MR. EI DLEMAN: Madanme Chair, this is John Eidleman. As

you know, | told you that President Erlenborn appointed a
budget conmittee early in July that | chair, along with the
ot her vice presidents, and working closely wth David.

And we've been | ooking very carefully at how t he
budget has been distributed and created. And in this
col l aborative effort, I think we are | ooking at the desire of
the board and the prograns and the initiatives, and | think
we can certainly then report at the next board neeting what
we' ve done and why we've done it.

MOTI1 ON
MR. EAKELEY: Good. That would be really wel cone.
Meanwhil e, | nove the resol ution.

CHAIR ROCERS: |Is there a second?

MS. FAI RBANKS- W LLI AMS:  Second.

CHAI R ROCERS: Any further discussion?

(No response.)

CHAIR ROCERS: All those in favor say aye.

(A chorus of ayes.)

CHAI R ROCERS: Those opposed say nay.

(No response.)

CHAI R ROCERS: The resolution is recommended for
approval to the full board.

That | eaves us with the remaini ng busi ness of the
budget mark. That's listed as 015 in the materials in front
of you. And | have a question here, David. There has been
di scussion not only on the overall mark, which
recommendati ons fromthe ABA and NLADA, of course, are
consi derably higher than the staff recommendation reflected
in 015.

But al so, each of those has sone recomendati ons
about specifics. The resolution that we have before us

doesn't recommend any specific allocation, just the mark. |Is
that all that we need to vote on today?
MR. EAKELEY: Nancy, it's Doug again. | think so.

| think that the resolution also that we have before us
gi ves John Erlenborn and ne authority to negotiate with QOVB,
as the board has authorized us in the past, so that we can
fully engage in what is usually an iterative process.
CHAIR ROCERS: Is there any discussion of the
proposed staff budget mark reflected in Resolution No. 2002-
0157
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M5. MERCADO | have one question. And it gets
back to sonmething that our president said, so that | can nake
sure that | understand it. And that is, does the 415 refl ect
getting us back before the attack to the level with a
recogni tion of anything other than what that budget mark was?

In other words, there nowis a new census. There
now also is, | guess, a matter of inflation or just general
i ncreased costs. Does this budget mark include all of that,
or is it sinply the 415 where we were before?

MR. ERLENBORN: | will give you ny quick answer,
but you ought to have Mauricio, who's the expert on this,
gi ve you the final

My answer is, | believe that's sufficient to cover
what we woul d have gotten up to with inflation at this tine
if we hadn't had that cut.

MR. EAKELEY: We were -- we had an appropriation of
415, which we got by having the Senate tack on 15 mllion to
what the House had voted. And we never got to spend that
415. The 15 was rescinded. W got the 400, and then we got

chopped a third the next year. |Is that accurate, Muricio?
MR. VIVEROC That is correct. The 415 represents
the high water mark. |If you were to adjust that for

inflation, you d come up with the ABA figure, or roughly the
NLADA fi gure.

Qur recomrendation, as JoOhn said, is only -- we
are trying to deal with the increases in the nunber of poor
people, but it is a synbolic nunber, taking us back to the
high water mark. It is not a calculation of that nunber plus
i nflation.

MS. BATTLE: Ckay.

MR. EAKELEY: And | have just one comment, if |
m ght offer as well. And | probably need not nor should I
rem nd the board that I'mthe one who recommended, as our
first budget mark, going with an infl ation-adjusted forner
hi gh water mark of the MCal pin board, taking the 300 mllion
in 1980 and adjustlng t hat upwards.

McCALPI N:  320.

EAKELEY: 3207?

BATTLE: To, what was it, 9007

EAKELEY: Don't. Don't.

ERLENBORN: Don't ask

EAKELEY: But | think that our budget mark has
to be nore than aspirational. | know | can speak for
everyone around this table when | say that if we had the
means to bridge this vast gap, we would readily do it and
cross it in an instant.

But we don't have those neans. W have enjoyed
firmsupport by the President and, really, bipartisan support
in the Congress. And these are difficult fiscal tines

%5555%



O©CoO~NOULWNPE

33

nationally. They're even worse at the state level. And we
heard about the private sector, with IOLTA and foundation
f undi ng.

But | think that it's inportant that we maintain
our credibility with OVMB and our ability to work with the
Wi te House and the Congress. And ny own inclination is to
go with a recommendati on of the people who are really nuch
closer to the scene than we are, as we cone in periodically,
and stay with the 415.

CHAI R ROCERS: | assune that, Doug, you would fee
that this gives you the authority to adjust the 415 upward
if --

MR. EAKELEY: | certainly would -- yes.

CHAIR ROCERS: ~-- if the sane realities would
i ndi cate that were possible?

MR. EAKELEY: Yes, indeed.

CHAIR ROCERS: Is it -- | take it, too, that it's
sense of the board that were it possible in ternms of our
relations with Congress and the adm nistration to nove it
upward, the board would like to do so?

MS. FAI RBANKS- W LLI AMS:  Yes.

M5. BATTLE: Absolutely.

MR. McCALPIN: The sky's the limt.

MR. ERLENBORN: Nancy, on the other hand, we may be
forced into noving down.

MR, EAKELEY: Yes.

CHAI R ROCERS: | understand that, too. That's
clearly contenplated. | just wanted to be sure that the
other side is also contenplated in this resolution.

MR. EAKELEY: W intend to be team players, but to help
and hopefully nove the ball forward.

CHAIR ROCERS: Is there any discussion on the
Resol uti on 015 on the budget mark?

(No response.)

CHAIR ROGERS: |s there a notion that we recomend
t he budget mark to the full board?

MOTI ON

MR. ERLENBORN:. So nove.

MS. FAI RBANKS- W LLI AMS:  Second.

MR. EAKELEY: Second. I'Ill third it.

CHAIR ROGERS: Al in favor?

(A chorus of ayes.)

CHAI R ROCERS: (Opposed, nay?

(No response.)

CHAI R ROCGERS: The reconmendation to recomend the
Resol ution 015 is approved.

| s there any further business?

MOTI ON
MR. ERLENBORN: | nove we adjourn.
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1 CHAIR ROCERS: Is there any public comment?
2 MR. McCALPIN. Do you want it seconded?

3 MR. EAKELEY: No public comment, Nancy, so far.
4 CHAI R ROGERS: (Okay. There's a notion to adjourn.
5 |Is there a second?

6 MR. EAKELEY: Second.

7 CHAIR ROGERS: Al in favor?

8 (A chorus of ayes.)

9 CHAI R ROCERS: W stand adj our ned.

10 (Wher eupon, at 5:19 p.m, the neeting was
11 acjourned.)

12 * * * * %
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