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to m u n i c i p a l i t i e s  w o u l d  be a l s o  s p e c i a x  l e g i s l a t i o n .  A n d  it 

w o u l d n ' t  m a k e  a n y  d i f f e r e n c e .  If y o u  a p p r o p r i a t e  to a m u n i c i p a l i t y ,  

t h a t ' s  a s p e c i a l  v . . t h a t ' s  o n e  s p e c i a l  p l a c e  t h a t  t he m o n e y ' s  

going.

J A Y  H O G A N  - Mr. C h a i r m a n ,  t h e  a p p r o p r i a t i o n  to - u i c i p a l i t i e s  

is a n  a p p r o p r i a t i o n  to a s ta t e enti ty , in fact. A  m u n i c i p a l i t y  

is a c r e a t e d  b o d y — c r e a t e d  b y  t h e  s t a t e — a n d  it h a s  in m a n y  

r e s p e c t s  t h e  s a m e  l e g a l  i m p l i c a t i o n s  as m a k i n g  an a p p r o p r i a t i o n  

to t h e  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  o r  the D e p a r t m e n t  of 

E d u c a t i o n .  It h a s  a n  a s s u m e d  p u b l i c  purpose; it h a s  a n  a s s u m e d  

a c c o u n t a b l e  l i f e s t y l e ,  if y o u  w ill; it is a b o d y  t h a t  is c r e a t e d  

e n t i r e l y  a t  t h e  w h i m  o f  t he state, a n d  c a n  be don e a w a y  vrith 

at t h e  d i s c r e t i o n  o f  the state.

S E N A T O R  B I L L  R A Y  - T h a t  Vs n o t  e s s e n t i a l l y  c orrect. T h e  s t a t e  

d o e s n ' t  m a k e  m u n i c i p a l i t i e s .  T h e y  d o n ' t  m a k e  b o r o u g h s .  T h e y  

p r o v i d e  t h e  l e g i s l a t i o n ,  b u t  t he p e o p l e  are the on es  t h a t  m a k e  

the f i n a l  d e t e r m i n a t i o n  as to b o r o u g h s  or m u n i c i p a l i t i e s ,  the 

c l a s s  of t he citie s , a n d  t h a t  o t h e r  stuff. I t h i n k  t h a t ' s  a 

p r e t t y  f i n e  l i n e  to be d r a w i n g  h e r e  a n d  o n e  t h a t  I w o u l d  t h i n k  

w o u l d  b e  s u s p e c t  if h e ' s  g o i n g  to d r a w  t h a t  fine a line w i t h  

it. ' C o u r s e  b y  the  t i m e  y o u  g e t  it t h r o u g h  . . . into the c o u r t s  

and t h r o u g h  t h e  r e s t  of it, it w o u l d  be t wo or th re e y e a r s  

a n y w a y .

S E N A T O R  J O H Y  S A C K E T T  - S e n a t o r  Hack ne y.

S E N A T O R  G L E N  H A C K N E Y  - Mr. C h a i r m a n ,  I sor t  o f  t h o u g h t  t h a t  o ne 

of t he r e a s o n s  for h a v i n g  th i s b i l l  w a s  to g et a w a y  f r o m  Mr.
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S m i t h ,  t h e  s t a t e  i n t e r n a l  a u d i t o r ,  g o i n g  a h e a d  w i t h  t h i s  
4 1  p a g e s  o f  r e g u l a t i o n s .  B u t  t h e r e ' s  n o t h i n g  t o  p r e v e n t  h im  
f r o m  g o i n g  a h e a d  w i t h  t h a t  a n y w ay . I ' d  l i k e  t o  h e a r  some  
k in d  o f  t e s t i m o n y  f r o m  M r .  S m i t h  t o  t h e  e f f e c t  t h a t  h e  d o e s n ' t  
i n t e n d  t o  d o  t h a t  i f  t h i s  l e g i s l a t i o n  p a s s e s .
SENATOR JALMAF KERTTULA -  M r .  C h a i rm a n .
SENATOR JOHN SACKETT -  S e n a t o r  K e r t t u l a .
SENATOR JALMAR KERTTULA -  M o s t  o f  u s  u n d e r s t a n d  t h e  f l o w - t h r o u g h  
t o  a n y  o t h e r  p u b l i c  e n t i t y  . . . t h e  n o n - p r o f i t  p r o l i f e r a t i o n  and  
I  r e a l i z e  t h a t  s om eb o d y  e l s e ' s  s t a t e s m a n s h i p  m i g h t  b e  my p o r k  
o r  v i c e  v e r s a ,  b u t  we c e r t a i n l y  w an t  some a c c o u n t i n g  t e c h n i q u e s  
an d  some c r e d i b i l i t y  an d  some a c c o u n t a b i l i t y  o f  t h e  p u b l i c  n o n ­
p r o f i t s  b e c a u s e  t h e y  r e a l l y ,  r e a l l y  c a n  a b u s e  t h e  s y s t e m  b a d l y .
May a s  w e l l  p r e d i c t  t h a t ,  e v e n  t h o u g h  I  f e e l  s t r o n g e r  t h a t  t h e  
l e g i s l a t i v e  g r o u p  h a s  an  o b l i g a t i o n / o p p o r t u n i t y  t o  s e e  t o  i t  
t h a t  t h e i r  a p p r o p r i a t i o n s  g e t  w h e re  t h e y ' r e  s u p p o s e d  t o  b e ,  
an d  n o b o d y  i n  t h e  m i d d l e  s t a r t s  s c r e w in g  a r o u n d  w i t h  th em  e i t h e r .
T h e  n o n - p r o f i t  a c c o u n t a b i l i t y  m u s t  b e  t h e r e .  I t ' s  j u s t  g o t  t o  
b e  t h e r e .
SENATOR JOHN SACKETT -  S m i t h  i s  now D e p u t y  C o m m is s i o n e r  o f  
A d m i n i s t r a t i o n ;  h e ' s  n o  l o n g e r  s t a t e  i n t e r n a l  a u d i t o r .  T h e y  
d o n ' t  h a v e  o n e  r i g h t  now .
SENATOR B I L L  RAY -  M r .  C h a i r m a n ,  p e r h a p s  o n  L i n e  16  i f  we 
e l i m i n a t e  t h e  w o rd  r e c i p i e n t  a n d  p u t  i n  t h e r e  n o n - p r o f i t  c o r p o r a t i o n ,  
t h a t  m i g h t  . . . t h a t  m i g h t  e l i m i n a t e  t h e  m u n i c i p a l i t i e s  f r o m  t h e  
. . . f r o m  t h e  t r o u b l e  an d  w o u ld  j u s t  p u t  t h e  b u r d e n  on  t h e
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S E N A T O R  J O H N  S A C K E T T  ( Re a d i n g  a m e n d e d  b i l l  la ng ua ge )  - So, w h e n  

the d e p a r t m e n t  w h e r e  t h e  a p p r o p r i a t i o n  is m a d e  r e c e i v e s  th e  

a g r e e m e n t  e x e c u t e d  b y  t h e  n o n - p r o f i t  c o r p o r a t i o n  . . .

S E N A T O R  B I L L  R A Y  - By, y o u  p r o b a b l y  . . .  a n o n - p r o f i t  c o r p o r a t i o n .

If t h a t ' s  w h a t  the  i n t e n t  is. T h a t  w o u l d  e l i m i n a t e  t h e  m u n i c i p a l i t i e s  

g o i n g  t h r o u g h  the a u d i t  d i v i s i o n  a n d  w o u l d  e l i m i n a t e  t h e m  

f r o m  t h e  . . .  in o t h e r  w o r d s  it w o u l d  p u t  t h e m  b a c k  i n t o  a l m o s t  

the same as the o r i g i n a l  H o u s e  m e a s u r e ,  a n d  it w o u l d  b e  p r o v i d i n g  

a l i t t l e  b i t  d i f f e r e n t  fo r t h e  . . . for th e n o n - p r o f i t  c o r p o r a t i o n s .  

In fact, t h e y  w o u l d  h a v e  to do . . . t h e y  w o u l d  b e  t he o n e s  t h a t  

w o u l d  h a v e  to d o  t h e s e  t h i n g s  a n d  n o t  the m u n i c i p a l i t y  itself.

S E N A T O R  J A L M A R  K E R T T U L A  - T h a t  s o u n d s  r e a s o n a b l e .

S E N A T O R  J O H N  S A C K E T T  - T h e n  s t i l l  h a v e  y o u r  w o r d i n g  'upon 

c o m p l e t i o n  of t he pro je ct ' u n d e r  . , .

S E N A T O R  B I L L  R A Y  - Y a h  , I w o u l d  t h i n k  t h a t  t h e r e  w o u l d  be some 

meth od , t h a t  b e f o r e  t h e  f i n a l  p a y m e n t  is m ad e,  t h a t  a n  a u d i t  

s h o u l d  b e  p e r f o r m e d  o f  s o m e  t y p e  to see t h a t  t h e s e  p e o p l e  h a v e  

d o n e  w h a t  t h e y  have. I c a n  r e m e m b e r  in the past, and I d o n ' t  

k n o w  if it's g o t t e n  a n y  b e t t er , b u t  b e c a u s e  o f  t he w o r k l o a d  

on the a u d i t  c o m m i t t e e ,  s o m e t i m e s  w e  w o u l d  go int o  a u d i t s  a n d  

the p e o p l e  w h o  w o u l d  n o t  f u n c t i o n ,  so to speak, w e r e  l o n g  g o n e —  

t h r e e  or f o u r  y e a r s  gone. A n d  t h e r e  w e r e  no c u l p r i t .  T h e  o n l y  

v i c t i m  w a s  the st at e itself. A s  far as the m o n e y  w a s  c o n c e r n e d ,  

yo u c o u l d  n e v e r  p u t  a h a n d l e  o n  a n y b o d y .  T h e  i n d i v i d u a l s  t h e m s e l v e s ,  

t h e r e  w a s  no w a y  p o s s i b l e  y o u  c o u l d  g e t  a h o l d  of them.

non-profit c o rporation itself.
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S E N A T O R  G L E N  H A C K N E Y  - Mr. C h a i r m a n .

S E N A T O R  J O H N  S A C K E T T  - S e n a t o r  Hac kn ey .

S E N A T O R  G L E N  H A C K N E Y  - I c e r t a i n l y  d o n ' t  h a v e  a n y  q u a l m s  

a b o u t  p r o v i d i n g  for s o m e  k i n d  of a u d i t  trail, b u t  I d o n ' t  

w a n t  t h a t  d a m n  d e p a r t m e n t  to c o m e  in t h e r e  a n d  h a v e  a f i f t e e n  

p a g e  f o r m  t h a t  s o m e b o d y  w h o  g e t s  a $30,0 00  g r a n t  is g o i n g  to h a v e  

to f i l l  o u t  in q u i n t u p l i c a t e  in o r d e r  to p r o v e  h o w  t h e y  s p e n t  

t h e  m oney.

S E N A T O R  J A L M A R  K E R T T U L A  - Mr. C h a i r m a n ,  w h y  d o n ' t  w e  b r i n g  u p  

t he C o m m i s s i o n e r  of A d m i n i s t r a t i o n ,  its his r e s p o n s i b i l i t y ,  

a nd t e l l  h i m  j u s t  that. Say, w e  w a n t  logic, a n d  w e  w a n t  

a c c o u n t a b i l i t y ,  b u t  w e  d o n ' t  w a n t  b u r d e n s o m e  b u r e a u c r a c y .

W h a t  w i l l  y o u  do to r e s p o n d  to t h is ? I t h i n k  h e ' s  t h e  m a n  

w h e r e  t h e  b u c k ' s  g o t  to s t o p  in th is  p a r t i c u l a r  case. B r i n g  

h i m  up h e r e  a nd t e l l  h i m  t h a t — a n d  ask  him.

S E N A T O R  J O H N  S A C K E T T  - Mr, Hogan.

J A Y  H O G A N  - Mr. C h a i r m a n ,  p a r t  of t he t h i n k i n g  b e h i n d  c r e a t i n g  

a s p e c i a l  a c c o u n t  to g o  t h r o u g h  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  

is s o m e w h a t  r o o t  in h i s t o r y .  W h e n  the g r a n t s  u s e d  to go t h r o u g h  

w i t h o u t  g r e a t  d i f f i c u l t y ,  t h e y  w e r e  f o r m a l l y  a p p r o p r i a t e d  to the 

D e p a r t m e n t  of A d m i n i s t r a t i o n — p a i d  b y  the C o m m i s s i o n e r .  If 

t h e y ' r e  a l l o w e d  to go t h r o u g h  t he v a r i o u s  d e p a r t m e n t s ,  as this 

c o m m i t t e e  s u b s t i t u t e  w o u l d  p r o p o s e ,  t h e n  y o u  i n c r e a s e  t he odds,

I think, of h a v i n g  t he v a ^ .  j u s  d e p a r t m e n t s  get s t h e i r  h o o k s  

i n t o  t h e  a p p r o p r i a t i o n .  Yc .* m a y  w a n t  to c o n s i d e r  f u n n e l i n g  al l 

of t h e s e  i t e m s  t h r o u g h  the D e p a r t m e n t  of A d m i n i s t r a t i o n ,  and
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t h e n  t h e r e  i s  o n l y  o n e  a g e n c y  w i t h  w h i c h  t h e  l e g i s l a t u r e  
w o u ld  h a v e  t o  d e a l  i f  t h e  g r a n t s  w e r e  g o i n g  o u t  s l o w l y ,  r a t h e r  
t h a n  a l l  e i g h t e e n  o r  n i n e t e e n  a g e n c i e s .
SENATOR JOHN SACKETT -  Do y o u  w an t  t h e  c o m m i s s i o n e r  u p  h e r e ?  
SENATOR JALMAR KERTTULA -  I ' d  s u r e  l i k e  t o  s e e  h im .  I  t h i n k  
we c o u l d  e x p r e s s  o u r  i n t e r e s t  i n  t h i s  s u b j e c t  t o  h im  p r e t t y  
t h o r o u g h l y ,  a n d  h e  c o u l d  a l s o  p r o b a b l y  d e s i g n  a  c om m itm en t  o f  
a  m in im um  o f  a c c o u n t i n g  b u t  a  n e c e s s a r y  m in im um . I  h a d  t h e  
same e x p e r i e n c e  i s  t h e  r e a s o n  t h a t  I 'm  b o t h  w ays  on  t h e  s u b j e c t .  
When y o u  p u t  a  s m a l l  g r a n t  i n  t o  d o  a  s p e c i f i c  t h i n g  
an d  f o u r  y e a r s  l a t e r  i t  s t i l l  i s n ' t  d o n e  a n d  t h e y ' v e  g o t  i t  
a l l  t a n g l e d  u p  i n  t h e  b u r e a u c r a c y ,  a n d  I  c a n  p o i n t  t o  
th em  s o  I  kn ow , t h e n  a l l  o f  a  s u d d e n  y o u  h a v e  a  h o l o c a u s t  a s  
a  r e s u l t  o f  p e r h a p s  n o t  c o m p l e t i n g  t h e  p r o j e c t ;  y o u  g e t  p r e t t y  
mad a b o u t  i t .
SENATOR JOHN SACKETT -  O k a y ,  f o r  t h e  n e x t  tw o  d a y s ,  i f  R e s o u r c e s  
d o e s n ' t  m e e t  f r o m  1 : 3 0  p .m .  t o  3 : 0 0  p .m .  d o  y o u  w an t  t o  m e e t  
h e r e  i n  a d d i t i o n  f r o m  8 : 3 0  a .m .  t o  1 0 : 0 0  a .m . ?
U N ID EN T IF IED  SPEAKER -  Y ou  m ean  t o  3 : 0 0  o ' c l o c k ?
SENATOR JOHN SACKETT -  Y a h ,  1 : 3 0  p .m .  t o  3 : 0 0  p .m .
SENATOR B I L L  RAY -  I  c a n ' t .  I  h a v e  J u d i c i a r y  t o m o r r o w  a t

1 : 3 0  p .m .
SENATOR JOHN SACKETT -  S k i p  i t .
SENATOR RAY -  H a ,  h a ,  h a ,  I ' d  l i k e  t o  b u t  w e ' r e  p u t t i n g  on  
SB 2 3 9  t o m o r r o w .
SENATOR JOHN SACKETT -  W h a t  i s  i t ?
SENATOR B I L L  RAY -  T h e  new c o d i f i c a t i o n .  W ha t  a r e  we w o r k in g

on  h e r e ?
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SENATOR JALMAR KERTTULA -  Why d o n ' t  we com e  i n  a  l i t t l e  l a t e r  
t o m o r r o w ,  l i k e  a t  2 : 0 0  o r  2 : 1 5  p .m .  a n d  m aybe  B i l l  c o u l d  g e t  
t h a t  f i r s t  on  t h e  J u d i c i a r y  c a l e n d a r — a c c om m o d a t e  e a c h  o t h e r .  
SENATOR JOHN SACKETT -  Y a h  , we c o u l d  d o  i t  l a t e r .  B u t  y o u  
c o u l d  m a i e  i t  t o d a y  t h o u g h ?
SENATOR B I L L  RAY -  O h , y e s .
SENATOR JOHN SACKETT -  Y a h  , we h a v e  t h e  p e rm a n e n t  f u n d  a t
1 : 3 0 ,  b u t  I ' l l  t r y  a n d  u p  i t  t o  1 : 0 0  p .m .
SENATOR B I L L  RAY -  O k a y .
SENATOR JOHN SACKETT -  And t h e n  m aybe  2 : 0 0  o r  2 : 1 5  t o m o r r o w .
O k a y ,  i n  t h e  m e a n t im e ,  w e ' l l  h a v e  t h e  c o m m i s s i o n e r  com e  b a c k
on  t h i s  o n e .
SENATOR GEORGE HOHMAN -  M r .  C h a i r m a n .
SENATOR JOHN SACKETT -  S e n a t o r  Hohm an .
SENATOR GEORGE HOHMAN -  W e re  t h e r e  a t t o r n e y  g e n e r a l ' s  o p i n i o n s  
on  t h i s ?
JAY HOGAN -  M r .  C h a i r m a n ,  on  t h i s  b i l l ?
SENATOR GEORGE HOHMAN -  Y e s ,  or ; t h i s  s u b j e c t .
JAY HOGAN -  N o .
SENATOR JALMAR KERTTULA -  He t e s t i f i e d  o n  i t .
JAY HOGAN -  P r o b a b l y  . . .
SENATOR JOHN SACKETT -  Y ah  h i s  l e t t e r  w o u ld  b e  . . .
JAY HOGAN -  Y ah  , h i s  l e t t e r  o f  l a s t  y e a r  i s  p r o b a b l y  t h e  b e s t  
and  c l o s e s t  t h i n g .
SENATOR JOHN SACKETT -  W ou ld  y o u  g e t  a  c o p y  f o r  e v e r y  m em ber?

S E N ATOR JOHN SACKETT - House Bill 60.
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JAY HOGAN -  I  t h i n k ,  Mr. Chairm an, t h a t  you p ro b a b ly  a l r e a d y  

have th e s e  a t  y ou r  d e sk .  I t ' s  t h i s  p in k  s e c t i o n — th e  f i r s t  

p in k  s e c t i o n — o f  l a s t  y e a r ' s  c a p i t a l  b u d g e t and summary.

SENATOR GEORGE HOHMAN -  Where a r e  th o s e  a t ?

SENATOR BILL SUMNER -  T h a t ' s p ro b a b ly  an o p in io n  o n ly  o p e r a t iv e  

f o r  l a s t  y e a r .

JAY HOGAN -  I t  b e g in s  on page 47, th e  a c t u a l  . . . w e l l  th e  l e t t e r .

SENATOR GEORGE HOHMAN -  I  d o n ' t  have th e  document.

JAY HOGAN -  Oh.

SENATOR JOHN SACKETT -  Xerox i t  o f f  and p u t  i t  in  each  o n e 's  p a c k e t .  

JAY HOGAN -  A l l  r i g h t .

SENATOR GEORGE HOHMAN -  I t  seems t o  me . . .  i s  t h e r e  o th e r  m a te r i a l

t h a t  we sh ou ld  have i n  our f i l e ?

GARREY PESKA -  Mr. Chairman, we w i l l  i n v i t e  Commissioner o f  

A d m in is t r a t io n  o v e r ,  and h i s  d e p u ty ,  Mr. Sm ith , o v e r  w i th o u t  

hav ing  c o p ie s  o f  a l l  o f  th e  r e g u l a t i o n s  t h a t  have been d r a f t e d — 

th e  p roposed  r e g u l a t i o n s  t h a t  have been d r a f t e d  f o r  t h i s  y e a r — as

w e l l  a s  an o p in io n  from B i l l y  B e r r i e r  r e g a rd in g  th e  la c k  o f  th e

i n t e r n a l  a u d i t o r ' s  a u t h o r i t y  to  d r a f t  th o s e  r e g u l a t i o n s .  I ' l l  have 

t h a t  in  a l l  your f i l e s .

SENATOR GEORGE HOHMAN -  Mr. Chairm an, some a p p r o p r i a t i o n s  were 

n ev e r  s p e n t .  Where does t h i s  ( i n a u d i b l e ) . Would you g iv e  us an 

example.

JAY HOGAN -  Mr. Chairman, I  can g e t  th e  l i s t  in  j u s t  a moment. 

T h e y 'r e  n o t  h e r e .  I ' l l  go g e t  them.

SENATOR GEORGE HOHMAN -  What i s  th e  n a tu r e  o f  th o s e  p r o j e c t s .  Why

were th e y  n o t  sp e n t?  Can you c a t e g o r i z e  them i n t o  c e r t a i n  a re a s ?
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JAY HOGAN -  M r .  C h a i rm a n ,  t h e r e  w e r e  a  v a r i e t y  o f  r e a s o n s .
SENATOR GEORGE HOHMAN - I ' l l  l o o k  a t  t h o s e .
JAY HOGAN -  Y ah  , t h e r e  a r e  s e v e r a l  h u n d r e d .
SENATOR B I L L  RAY -  He p i c k e d  th em  a s  h e  w a n t e d  t h e m . He a l l o w e d  
some o f  th em  an d  d i s a l l o w e d  o t h e r s .
JAY HOGAN -  When I  l a s t  c h e c k e d ,  M r .  C h a i r m a n ,  a t  t h e  e n d  
o f  J a n u a r y ,  t h e r e  w e r e  s e v e r a l  h u n d r e d  a p p r o p r i a t i o n s  f r o m  
l a s t  y e a r ' s  b u d g e t  f r o m  w h i c h  n o t h i n g  h a d  b e e n  s p e n t .
SENATOR GEORGE HOHMAN -  I  w on d e r  i f  we c o u l d n ' t  h a v e  t h a t  m a t e r i a l  
t o m o r r o w  ( i n a u d i b l e ) .
JAY HOGAN -  F i n e .
SENATOR JOHN SACKETT -  T h i s  a f t e r n o o n ?  C o u l d  y o u  h a v e  i t  t h i s  

a f t e r n o o n ?
JAY HOGAN -  Y e s ,  I  h a v e  . . .  I  c o u l d  g e t  c o p i e s  r i g h t  now , 
i f  y o u ' d  l i k e  t h em .
SENATOR B I L L  RAY -  C opy  ( i n a u d i b l e )  a l s o  M r .  C h a i rm a n  b y  p u t t i n g  
i n  t h e r e  t h a t  t h e  G o v e r n o r  d o e s  n o t  n e c e s s a r i l y  h a v e  t o  f o l l o w  
t h i s ,  b u t  t h a t  i t  d o e s n ' t  mean t h a t  h e  w o n ' t .
SENATOR JOHN SACKETT -  I  know i t .
SENATOR B I L L  RAY -  Remember a l l  t h a t ?
SENATOR JOHN SACKETT -  Y e s .  O k a y ,  w e ' l l  s t a r t  t h a t  a t  1 : 3 0  p .m .  

t o d a y .
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SENATOR JOHN SACKETT -  T h e  f i r s t  i t e m  o f  b u s i n e s s  we h a v e  i s  
c o n t i n u a t i o n  o f  HB 5 7 8  am , an d  we h a v e  a  c o u p l e  o f  d i f f e r e n t  
p o s s i b i l i t i e s ,  i n c l u d i n g  w h a t  cam e  o v e r  f r o m  t h e  H o u s e .  O k a y ,  
we h a v e  M r .  S m i t h  a n d ,  R o d ,  why d o n ' t  b o t h  o f  y o u  com e  u p  h e r e .
T h e r e  w as  a  q u e s t i o n  t h i s  m o r n in g  r e g a r d i n g  t h e  a d m i n i s t r a t i o n  
o f  g r a n t s  t h a t  h a d  g o n e  o u t —r t h a t  ha . b e e n  a p p r o p r i a t e d  
t o  v a r i o u s  c o m m u n i t i e s .  And t h e  n um be r  o f  r e g u l a t i o n s  t h a t  
h a d  b e e n  p r o p o s e d  o n  t h a t .  I n  a d d i t i o n  t o  t h a t  t h e r e  i s  . . .
I  g u e s s  t h e  q u e s t i o n  o f  c o n s t i t u t i o n a l i t y  w h i c h  y o u ,  M r .  P e g u e s ,  
h a d  w r i t t e n  t o  u s  a b o u t  l a s t  y e a r  i n  a l e t t e r  t h a t  w as  d a t e d  
J u n e  1 ,  1 9 7 9 ,  q u e s t i o n e d  t h e  v a l i d i t y  c f  some o f  t h e  a p p r o p r i a t i o n s .  
And i n  t r y i n g  t o  r e s o l v e  t h a t  i s s u e ,  w e ' v e  g o t  b e f o r e  u s  a  num ber  
o f  d i f f e r e n t  a l t e r n a t i v e s  o r  c o m m i t t e e  s u b s t i t u t e s .  And f i r s t  o f  
a l l ,  f r o m  y o u  M r .  P e g u e s ,  we n e e d  t o  know w h a t ,  b a s e d  on  y o u r  
o p i n i o n  i n  t h e  l e t t e r  h e r e ,  w h a t  t h e  p o s i t i o n  i s  a t  t h e  p r e s e n t  
t im e  i n  t h e  a d m i n i s t r a t i o n .
SENATOR B I L L  RAY -  W h a t  a r e  we on  now?
SENATOR JOHN SACKETT -  H o u s e  B i l l  5 7 8 .  Go a h e a d .
ROD PEGUES -  M r .  C h a i r m a n ,  I ' v e  h a d  an  o p p o r t u n i t y  t o  r e a d  o v e r  
t h e  c o m m i t t e e  s u b s t i t u t e  f o r  HB 5 7 8  am , b y  t h e  f i n a n c e  c o m m i t t e e  
i n  t h e  H o u s e ,  a n d  I  w o u ld  s a y  t h a t ,  o n  i t s  f a c e ,  i t  i s  p e r f e c t l y  
v a l i d .  T h e  o t h e r  c o m m i t t e e  w o r k i n g  d r a f t  I ' v e  j u s t  h a d  an  
o p p o r t u n i t y  t o  g l a n c e  t h r o u g h ,  and  I  am n o t  r e a l l y  a b l e  t o  com m en t  
on  i t ,  a l t h o u g h  t h e  f i r s t  p a r t ,  g r a n t  t o  m u n i c i p a l i t i e s ,  a p p e a r s  
t o  b e  q u i t e  p e r m i s s i b l e ,  an d  I  d o n ' t  s e e  a n y t h i n g  w ron g  w i t h  i t .
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T h e r e  a r e  som e . . . t h e  p r o b l e m  w i t h  t h e  c o m m i t t e e  s u b s t i t u t e  
f o r  HB 5 7 8  am , w o u ld  com e  i n  t h e  m u n i c i p a l i t y ' s  a d m i n i s t r a t i o n  
o f  t h e  g r a n t ,  a n d  how  t h e  g r a n t  w as  m a d e .
SENATOR B I L L  RAY ( i n  t h e  m om en ta ry  a b s e n c e  o f  C h a i rm a n  S a c k e t t )  -  
W h i l e  h e ' s  g o n e ,  c a n  I  a s k  y o u  a  q u e s t i o n  w h i l e  I 'm  h e r e ?
ROD PEGUES S u r e l y .
SENATOR B I L L  RAY -  On t h e  g r a n t s  t o  n o n - p r o f i t  c o r p o r a t i o n s ,  
on  t h e  s e c o n d  p a g e ,  l i n e  9 — t h i s  i s  on  t h e  a u d i t — i s  t h e r e  som e  
way t h a t ,  j u s t  on  p u b l i c  n o n - p r o f i t  c o r p o r a t i o n s ,  we c o u l d  
h a v e  an  a u d i t  b e f o r e  t h e  f i n i s h  o f  t h e  . . . b e f o r e  t h e  f i n a l  
t h i n g  i s  t u n e d  o u t — b e f o r e  y o u  make t h e  f i n a l  s i g n - o f f  o f  t h e  
w h o le  t h i n g ?
SENATOR JALMAR KERTTULA -  I f  y o u  h a d  10% w i t h h e l d  . . ’ .
D ICK  SMITH -  I ' l l  g o  a h e a d  and  a n sw e r  t h a t .  I t ' s  q u i t e  p e r m i s s i b l e .  
You  c o u l d  made an  e x a m i n a t i o n  . . .
SENATOR B I L L  RAY -  I  t h i n k  t h a t  w o u ld  s a t i s f y  a  l o t  o f  t h e  p e o p l e  
b e t t e r  t h a n  t h i s  d o e s ,  b e c a u s e  tw o  o r  t h r e e  y e a r s  l a t e r ,  b y  t h e  
t im e  y o u  g e t  a r o u n d  t o  m a k in g  an  a u d i t  o r  s o m e t h i n g , e v e r y b o d y 1s 
g o n e ,  t h e  m oney  i s  g o n e ,  a n d  t h e  p e o p l e  a r e  g o n e .  And y o u  d o n ' t  
h a v e  an y  c o n t r o l  o v e r  t h e m .
D ICK SMITH -  Y ah  , g e n e r a l l y  y o u ' r e  a u d i t i n g  t h e  p r o c e d u r e s .
SENATOR GEORGE HOHMAN ( T e m p o r a r i l y  a c t i n g  a s  C h a i rm a n )  -  S e n a t o r  
H a c k n e y .
SENATOR GLEN HACKNEY -  W ha t  k i n d  o f  a u d i t  a r e  we t a l k i n g  a b o u t ?
A CPA?
D ICK  SMITH -  I  w o u ld  a s s u m e  y o u  w o u ld  t a l k  a b o u t  an  e x  . . .



SENATOR GLEN HACKNEY -  No w ay . M r .  C h a i r m a n ,  i f  we s t a r t  c a l l i n g  
f o r  CPA a u d i t s  on  e v e r y  o n e  o f  t h e s e  s t i n k i n g  l i t t l e  a p p r o p r i a t i o n s  
t h a t  we p u t  o u t ,  w e ' r e  g o i n g  t o  q u e e r  t h e  w h o l e  t h i n g ;  i f  t h a t ' s  
t h e i r  i n t e n t i o n ,  t h e y  s h o u l d  s a y  s o .  Y o u  g e t  a  CPA f i r m  
i n v o l v e d  i n  t h i s  t h i n g  a n d  y o u ' r e  g o i n g  t o  h a v e  $ 5 , 0 0 0  t o  a u d i t  
$ 1 0 , 0 0 0  w o r t h  o f  g r a n t s .  A n d , b y  G o d ,  w e ' r e  n o t  g o i n g  t o  h a v e  t h a t .  
DICK  SMITH -  S o m e t im e s  i n  t h e  p a s t  w h a t ' s  o c c u r r e d , y o u ' d  made  
a d i s t i n c t i o n  o n  t h e  am ou n t  o f  t h e  g r a n t .  And I  c a n  t h i n k  o f  
on  . . . f o r  e x a m p le  p u p i l  t r a n s p o r t a t i o n ,  i f  t h e  g r a n t  e x c e e d e d  
$ 5 0 , 0 0 0 ,  t h e  s c h o o l  d i s t r i c t  c o u l d  p r o v i d e  f o r  an  e x t e r n a l  
e x a m i n a t i o n  b y  a  c e r t i f i e d  p u b l i c  a c c o u n t a n t .  F o r  t h o s e  t h a t  
f e l l  l e s s  t h a n  t h a t ,  i t  w as  s u b j e c t  t o  e x a m i n a t i o n  b y  t h e  s t a t e .  
SENATOR GLEN HACKNEY -  M r .  C h a i rm a n ,  I 'm  n o t  c o n c e r n e d  a b o u t  t h e  
b i g  g r a n t s .  I 'm  n o t  c o n c e r n e d  a b o u t  t h e  s c h o o l  d i s t r i c t s  
b e c a u s e  t h e y  r e t a i n  a u d i t  f i r m s ,  an d  t h a t ' s  r e a l l y  n o t  a  p r o b l e m .
The  o n e s  I 'm  c o n c e r n e d  a b o u t  a r e  t h e  s m a l l  g r a n t s  t h a t  w e ' r e  
c o n t i n u a l l y  f u n d i n g .  And i t ' s  s im p l e  h a r a s s m e n t  i f  y o u ' r e  g o i n g  
t o  m ake th em  com e i n  w i t h  a  b i g ,  c o m p l i c a t e d  a u d i t .
D ICK  SMITH -  Y o u ' r e  a b s o l u t e l y  r i g h t .  T h a t ' s  an  e x p e n s i v e  
e x a m i n a t i o n .
SENATOR GLEN HACKNEY -  D a rn  r i g h t .
D ICK  SMITH -  I  m i g h t  a d d  o n e  o t h e r  t h i n g .  I n  many i n s t a n c e s ,  
d e p e n d in g  u p on  how y o u  c o n t r a c t  w i t h  a  c e r t i f i e d  p u b l i c  a c c o u n t a n t ,  
y o u  may g e t  a f i s c a l  e x a m i n a t i o n ,  when a c c o r d i n g  t o  t h e  s u b s t i t u t e  
h e r e  y o u ' r e  r e a l l y  t a l k i n g  a b o u t  an  e x a m i n a t i o n  t h a t  c o u p l e s
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tw o  t h i n g s :  o n e ,  f i s c a l  c o m p l i a n c e  a n d ,  a n o t h e r ,  c o m p l i a n c e
t o  t h e  t e r m s  o f  t h e  g r a n t .
SENATOR GEORGE HOHMAN -  S e n a t o r  R a y .
SENATOR B I L L  RAY -  T h e  o n l y  p r o b l e m  I  h a v e ,  G l e n ,  i s  t h a t  on  
a  l o t  o f  t h e s e  t h i n g s ,  t h e  p e o p l e  g e t  t h e s e  g r a n t s  an d  u s e  t h e  
m on ey , an d  w e ' r e  l e f t  w i t h  e g g  on  o u r  f a c e  b e c a u s e  . . . t h e r e  
a r e  som e t h a t  a r e  v e r y  g o o d ,  b u t  how  a b o u t  t h e  o n e s  t h a t  a r e n ' t ?  
T h a t ' s  t h e  w h o l e  t h i n g .
SENATOR GLENN HACKNEY -  W e l l ,  M r .  C h a i r m a n ,  i t  a p p e a r s  t o  me 
t h a t  t h e  o n e s  t h a t  p r e s e n t  u s  w i t h  e g g  on  o u r  f a c e s  . . .  i n  
o n e  c a s e  w e ' r e  g o i n g  t o  h a v e  a u d i t e d  e g g  an d  i n  t h e  o t h e r  c a s e  
w e ' r e  g o i n g  t o  h a v e  u n a u d i t e d  e g g ,  a n d  I  d o n ' t  s e e  t h a t  much  
d i f f e r e n c e ,  b e c a u s e  we s h o u l d  d o  som e c h e c k i n g  b e f o r e  we 
e v e n  b r i n g  a  p r o j e c t  i n  h e r e ,  i t  s e em s  t o  m e .
SENATOR B I L L  RAY -  Y ah  , w e l l  i t  w o u ld  seem  t h a t  w ay ,  b u t  
I 'm  t a l k i n g  r e a l i t i e s  a n d  n o t  n e v e r ,  n e v e r  l a n d  l i k e  we a lw a y s  
d o — t h o s e  p r o j e c t s  t h a t  g o  o u t  o f  h e r e  w i t h  g r a n t s  an d  y o u  
d o n ' t  know w h a t  t h e y  a r e ,  a n d  I  d o n ' t  know w h a t  t h e y  a r e .
SENATOR GEORGE HOHMAN -  W e ' r e  d i s c u s s i n g  t h e  b i l l ,  t h e  c o m m i t t e e  
s u b s t i t u t e .
SENATOR B I L L  SUMNER -  M r .  C h a i r m a n ,  I ' d  b e  i n t e r e s t e d  i n  
d e t e r m i n i n g  w h a t  s o r t  o f  c o s t  w o u ld  b e  i n v o l v e d .  I  t e n d  t o  
a g r e e  w i t h  S e n a t o r  H a c k n e y .  I t  l o o k s  t o  me l i k e  t h e  way i t s  
d r a f t e d  t h e r e  on  l i n e  . . .  i t  c a n  a l l o w  . . .  o n  r e q u e s t  y o u  
c a n  h a v e  t h a t  o p t i o n  t o  r e q u i r e  o r  r e q u e s t  an  a u d i t  b y  t h e  
s t a t e .  Y ou  h a v e  t h a t  o p t i o n  t h e  way i t ' s  d r a f t e d  t h e r e  n ow .



DICK  SMITH -  U n f o r t u ^ » +- ° l y ,  I  j u s t  saw  c o p i e s .  When y o u
u s e  t h e  p h r a s e  " o n  r e q u e s t , "  w h o s e  r e q u e s t  i s  t h a t ?  I s  t h a t  . . .
SENATOR B I L L  SUMNER -  I t  w o u ld  seem  t o  me i t  c o u l d  b e  e i t h e r .
D ICK SM ITH -  I  w o u ld  h o p e  s o .
SENATOR B I L L  SUMNER -  I t  c o u l d  b e  a  r e q u e s t  o f  t h e  D e p a r tm e n t  
o r  t h e  s t a t e .
D ICK SMITH -  T y p i c a l l y  we w o u ld  f i n d  t h a t  i f  p r o c e d u r e s  h a v e  
g o n e  b a d ,  i f  t h e r e  i s  a  q u e s t i o n  a b o u t  t h e  p r o p r i e t y  o f  
e x p e n d i t u r e  m on ey , g e n e r a l l y  y o u  w o u ld  n o t  make a  r e q u e s t  f o r  
an  e x a m i n a t i o n .  B u t  t h e  s t a t e ,  o f  c o u r s e ,  w o u ld  w an t  t o  r e q u e s t  
t h a t  e x a m i n a t i o n ,  i n  f a c t  m ake an  e x a m i n a t i o n .
SENATOR B I L L  SUMNER -  I  j u s t  h a t e  t o  g e t  i n t o  a  p o s i t i o n  w h e r e  
we h a v i n g  g e n e r a t e d  a  p a p e r w o r k  m a c h in e  . . .  I  c a n  u n d e r s t a n d  
w a n t in g  t o  g u a r d  a g a i n s t  s om eb o d y  r u n n in g  away w i t h  t h e  p r o j e c t ,  
b u t  i t  s e em s  t o  me t h a t  i f  y o u  a u d i t  a t  t h e  en d  o f  t h e  p r o j e c t  
i n s t e a d  o f  an  o n g o i n g  s u r v e i l l a n c e ,  t h a t  i f  t h e y ' r e  g o i n g  
t o  r u n ,  t h e y ' r e  g o i n g  t o  r u n .
D ICK  SMITH -  S o  l o n g  a s  t h e r e  i s  a n  e x a m i n a t i o n  m a d e ,  I  w o u ld  
t h i n k  a t  t h a t  p o i n t  a l t h o u g h  t h e  m oney  a n d  t h e  t e rm s  o f  t h e  
g r a n t  m i g h t  h a v e  b e e n  e x h a u s t e d ,  a t  l e a s t  y o u  h a v e  t h e  
r e s p o n s i b i l i t y  t o  b e  a b l e  t o  h o l d  b a c k  f r o m  o t h e r  f u n d s  t h a t  
m ig h t  b e  d u e  t h e  s u b d i v i s i o n .
SENATOR B I L L  SUMNER -  W e l l ,  t h a t  w o u ld  b e  t r u e  i n  t h e  c a s e  o f  
m u n i c i p a l i t i e s ,  b u t  n o t  n e c e s s a r i l y  t r u e  i n  t h e  c a s e  o f  t h e  
n o n - p r o f i t .  I  d o n ' t  kn ow . I t  l o o k s  t o  me l i k e  w e ' r e  t a l k i n g  
r i s k .  And I  d o n ' t  s e e  t h a t  t h o s e  r i s k s  a r e  s i g n i f i c a n t l y
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d im i n i s h e d  a s  a  r e s u l t  o f  o u r  l o o k i n g  a t  t h e  en d  o f  i t ,  an d  
m aybe  s a v i n g  1 0% .
ROD PEGUES -  W e l l ,  i f  I  may p o i n t  o u t ,  b a c k  i n  t h e  1 9 5 0 ' s  
t h e  E i s e n h o w e r  a d m i n i s t r a t i o n  d i d  aw ay  w i t h  t h e  a u d i t  o n  t h e  
p a p e r  t a x  s t am p  t h a t  w as  p l a c e d  on  c i g a r e t t e  p a c k a g e s ,  a n d  t h e  
l o s s e s  w en t  u p  5 0 0% . When t h e y  r e i n s t a t e d  t h e  a u d i t ,  t h e  l o s s e s  
d e c l i n e d  5 0 0 % .  S o ,  an  a u d i t  s e em s  t o  h a v e  a  b e n e f i c i a l  a f f e c t  
on  t h e  c o n d u c t  o f  t h e  p r o g r a m  o u t  t h e r e .
SENATOR B I L L  SUMNER -  B u t  w h a t  d o e s  i t  c o s t  f o r  t h e  a u d i t .
ROD PEGUES -  W e l l ,  i f  y o u ' r e  d o i n g  s a m p l i n g  a u d i t s  r a t h e r  t h a n  .
y o u  w o u l d n ' t  a u d i t  e v e r y t h i n g .  I f  y o u ' r e  d o i n g  s a m p l in g  a u d i t s ,
and  a  p e r s o n  know s h e ' s  l i a b l e  t o  b e  a u d i t e d ,  h e ' l l  d o  a b e t t e r  
j o b  o f  k e e p i n g  t r a c k  . . .
SENATOR B I L L  SUMNER -  I  ( i n a u d i b l e )  t h e  a u t h o r i t y  t o  a u d i t .  I  
t h o u g h t  y o u  h a d  t h a t  t h e  way i t ' s  w r i t t e n  now .
ROD PEGUES -  I  t h i n k  i t  i s .
SENATOR B I L L  SUMNE~ -  I  j u s t  d o n ' t  w an t  t o  s e e  w h e r e  t h e r e ' s
a  m a n d a t o r y  a u d i t  o n  e a c h  an d  e v e r y  p r o j e c t .  I  d o n ' t  t h i n k
t h a t ' s  n e c e s s a r y .  Do y o u  t h i n k  i t ' s  n e c e s s a r y ?
SENATOR JALMAR KERTTULA -  A t  l e a s t  f o r  s m a l l  a m o u n t s .
SENATOR JOHN SACKETT -  L i k e  a  $ 3 0 , 0 0 0  o r  $ 4 0 , 0 0 0  g r a n t  t h a t  
we g i v e  t o  s om e b o d y — ev e n  $ 2 0 , 0 0 0 — s o m e t h in g  l i k e  t h a t .
D ICK SMITH -  I  w o u ld  t h i n k  i n  many c o n d i t i o n s ,  p o s s i b l y  e v en  
on  a  s m a l l  g r a n t ,  y o u  w o u ld  w an t  t o  make an  e x a m i n a t i o n .  B u t ,  
i f  y o u  f o u n d  t h a t  t h e  p r o c e d u r e s  and  t h e  m e c h a n ism s  w e r e  w o r k in g  
p r o p e r l y  u n d e r  t h o s e  c o n d i t i o n s ,  t h e n  maybe t h e  n e x t  t im e  o r  
t h e  t im e  a f t e r  t h a t  y o u  c o u l d  r e l y  u p on  t h o s e  c o n d i t i o n s .



SEN\TOR JOHN SACKETT -  O k a y ,  h a v e  we d i s c u s s e d  w h a t  t h e  
p r o c e d u r e s  a r e ?  I  t h i n k  t h a t ' s  o n e  o f  t h e  k ' iy  p r o b l e m s .
SENTATOR B I L L  SUMNER -  No we h a v e  n o t .
SENATOR JOHN SACKETT -  O k a y ,  y o u  know t h e  p r o c e d u r e s  t h a t  y o u  
s e t  u p  b y  w h i c h  t h e y ' r e  g o i n g  t o  f i r s t  g e t  t h e  g r a n t  an d  t h e n  
o p e r a t e  w i t h ,  I  t h i n k  a r e  o n e  o f  t h e  k e y  e l e m e n t s  t h a t  w e 'v e  
f o u n d  f r o m  p e o p l e  c o m in g  b a c k  t o  u s  f r o m  m u n i c i p a l i t i e s  s p y i n g  
t h a t  t h e y  h a v e n ' t  r e c e i v e d  t h e  g r a n t  f o r  a 'n u m b e r  o f  r e a s o n s —  
t h o s e  b e i n g  p r i m a r i l y  t h e  f o rm s  t h a t  t h e y  h a v e  t o  f i l l  o u t .  
SENATOR B I L L  RAY -  W e l l ,  t h e  o n l y  p r o b l e m  I  h a v e ,  M r .  C h a i r m a n ,  
and  I  know t h a t  i t ' s  p r o b a b l y  i n  t h e  m i n o r i t y  b e c a u s e  m o s t  o f  
t h e  g r a n t  r e c i p i e n t s  a r e  c a p a b l e  o f  g o i n g  a h e a d  and  a d m i n i s t e r i n g  
t h e  p r o g r a m s .  B u t ,  o n e  t h a t  I  w as r e s p o n s i b l e  i n  g e t t i n g  t h e  
money f o r ,  I  f o u n d  o u t  i t  w as  f o r  a l c o h o l i s m  up  i n  t h e  A n c h o r a g e  
a r e a ,  an d  com e  t o  f i n d  o u t ,  t h e  g u y  who r a n  i t  p a i d  h i s  own 
r e t i r e m e n t .  He j o i n e d  t h e  t e a m s t e r s  r e t i r e m e n t  f u n d  an d  h a d  
h i s  own r e t i r e m e n t  o u t  o f  t h e  m oney an d  n e v e r  k e p t  any  r e c o r d s —  
d i d n ' t  k e e p  a n y t h i / i g  a t  a l l  e v e r .  And t h i s  w as  a  p r e t t y  g o o d  
s i z e d  g r a n t  b y  t h e  t im e  i t  w as  o v e r .  I  t h i n k  i t  was a r o u n d  
$ 1 5 0 , 0 0 0  t o  $ 2 0 0 , 0 0 0  and  n o b o d y  know s a n y t h i n g  a b o u t  i t .  T h e  
money i s  g o n e ,  and  h e ' s  g o n e .
SENATOR JOHN SACKETT -  R i g h t .  T h e r e  h a s  t o  b e  some m e ch a n ism  
by  w h i c h  we m ake  s u r e  t h i n g s  l i k e  t h a t  d o n ' t  h a p p e n .  On t h e  
o t h e r  h a n d  we s h o u l d  make i t  n o t  s o  c o m b e r s o m e ,  p a r t i c u l a r l y  
t o  m a n i c i p a l i t i e s .  W e l l  ( i n a u d i b l e )  t h e  i n c i d e n t  how t h e y  d o  
w i t h  t h e  s e n i o r  c i t i z e n s  i n  A n c h o r a g e .  T h e y  d i d n ' t  h a v e  an y
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c o m p l a i n t  o v e r  t h a t  u n t i l  a f t e r  . . .
SENATOR JALMAR KERTTULA -  Y o u  d e l i v e r e d  $ 1 , 5 0 0  a n d  c o s t  
$ 6 3 . 5  ( i n a u d i b l e ) .
SENATOR JOHN SACKETT -  T h o s e  a r e  t h e  t y p e  o f  t h i n g s  t h a t  
s h o u l d n ' t  h a p p e n .  I  mean t h e r e  s h o u l d  b e  s a f e g u a r d s  o f  
t h a t  t y p e  w i t h o u t  b e i n g  e x t r e m e l y  c um b e r s om e  f o r  p e o p l e  
t h a t  a r e  ( i n a u d i b l e ) . Go a h e a d ,  M r .  S m i t h ,  how d o  y o u  r e s p o n d  
t o  s o m e t h in g  l i k e  t h a t ?
D ICK  SMITH -  1 t h i n k  o n e  o f  t h e  w ay s  t o  r e s p o n d ,  M r .  C h a i r m a n ,  
m em bers  o f  t h e  c o m m i t t e e ,  i s  t h a t  i n  many i n s t a n c e s  t h e  S t a t e  o f  
A l a s k a  h a s  n o t  e x e r c i s e d  u n i f o r m  g r a n t  p r o c e d u r e s  t o  show  
c o m p l i a n c e  t o  a l l  t h e  g r a n t s ,  w h e t h e r  t h e y  b e  t o  a  n o n - p r o f i t  
o r  t o  a  p o l i t i c a l  s u b d i v i s i o n .  I  t h i n k  we h a v e  b e e n  s u b j e c t  
t o  a  f a i r  am oun t  o f  c r i t i c i s m  i n  t h e  p a s t ,  w h e t h e r  i t  b e  i n  an  
i n s t a n c e  o f  a  c o u r t  c a s e ,  o r  w h e t h e r  i t  b e  i n  i n s t a n c e s  o f  
a p p e a l s  t o  g r a n t  p r o c e d u r e s .  We a t t e m p t e d ,  n o t  t o o  l o n g  a g o ,  
t o  a t t e m p t  t o  s e t  u p  u n i f o r m  g r a n t  p r o c e d u r e s  t o  g o v e r n  a l l  
. . .  I  t h i n k  s o  . . . t h a t  w as a im e d  t o  g o v e r n  e v e r y t h i n g  t h a t ' s 
n o t  c o n d i t i o n a l  u p on  a n y  s p e c i f i c  p r o g r a m  r i g h t  now .
SENATOR JOHN SACKETT -  W h a t ' s  t h e  w i s h  o f  t h e  c o m m i t t e e ?
SENATOR GLEN HACKNEY -  W e l l ,  M r .  C h a i rm a n .
SENATOR JOHN SACKETT -  S e n a t o r  H a c k n e y .
SENATOR GLENN HACKNEY -  I  w an t  on  t h e  t a p e  f o r  r e c o r d ,  some  
k i n d  o f  a s s u r a n c e  f r o m  t h e s e  c a t s  t h a t  i f  we d o  p a s s  t h i s  
b i l l  o u t ,  w e ' r e  n o t  g o i n g  t o  en d  u p  anyw ay  w i t h  a  b u n c h  o f  
r e g u l a t i o n s  l i k e  t h i s ,  w h i c h  a r e  g o i n g  t o  h a r a s s  t h e  p e o p l e
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who a r e  g e t t i n g  t h e s e  g r a n t s  i n  a d d i t i o n  t o  w h a t ' s  c a l l e d  
f o r  i n  t h e  b i l l .  I  h a v e  n o  o b j e c t i o n  t o  a u d i t s  w h a t s o e v e r  
o n  t h e  l a r g e r  g r a n t s .  B u t ,  I ' l l  b e  d a r n e d  i f  I 'm  g o i n g  t o  
h a v e  p e o p l e  x c a  t h r o u g h  a  w h o l e  b u n c h  o f  h o o p s  j u s t  b e c a u s e  
t h e  a d m i n i s t r a t i o n  w a n t s  t o  d o  i t .
SENATOR B I L L  RAY -  M r .  C h a i r m a n ,  m aybe  we c o u l d  a s k  . . . 
SENATOR JOHN SACKETT -  I  w on d e r  i f  we c o u l d  g e t  an  a n sw e r  
t o  t h a t .
SENATOR B I L L  RAY -  S u b s e c t i o n  (b )  on  h e r e ,  on  b o t h  o f  t h e s e ,  
d o e s  t h i s  s t a r t  f r e s h ,  a n d  a r e  t h e s e  r e g u l a t i o n s  im p l e m e n t e d  
now , a n d  how  d o e s  t h a t  w o r k ?  D o e s  t h i s  mean n o  a d d i t i o n a l  
r e g u l a t i o n s ,  o r  w h a t ?  W e 'v e  g o t  a  w h o l e  b u n c h  o f  r e g u l a t i o n s  
t h a t  h a v e  b e e n  a d o p t e d  a l r e a d y  h a v e n ' t  y o u ,  G l e n ?
SENATOR GLEN HACKNEY -  M r .  C h a i r m a n ,  I  d o n ' t  b e l i e v e  t h e y ' r e  
a d o p t e d  a s  y e t .
SENATOR B I L L  RAY -  A r e  t h o s e  a d o p t e d ?
SENATOR JOHN SACKETT -  N o ,  n o t  y e t .
SENATOR GLEN HACKNEY -  W e ' r e  s a f e .  W e ' r e  o k a y  o n  t h e s e .  We 
d o n ' t  w an t  t o  s e e  th em  c r o p  u p  a g a i n .
SENATOR B I L L  RAY -  W e l l ,  t h i s  s a y s  t h a t  t h e y  c a n ' t  d o  a n y t h i n g .  
SENATOR JOHN SACKETT -  Do y o u  c a r e  t o  r e s p o n d ?
ROD PEGUES -  W e l l ,  w h a t  i t ,  t h e ,  I  m ean  y o u  c a n n o t  e x e c u t e  a  
l a w  w i t h o u t  a p p l y i n g  i t  a l l  t h e  t i m e .  S o ,  w h a t  i t  m eans i s  
j u s t  a d  h o c  a p p l i c a t i o n ,  b u t  i t  m ean s  t h e r e  w i l l  b e  no  
r e g u l a t i o n s  on  i t .  T h e r e ' l l  b e  n o  w r i t t e n  r u l e s  s e t  d ow n .
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When someone w alks th ro u g h  th e  d o o r ,  each  one w i l l  be 

h an d led  on an ad hoc b a s i s .  There  i s n ' t  much leew ay f o r  

d o ing  t h a t  anyway h e r e .  You know g r a n t s  a r e  c o n t r a c t s .  The 

p e rso n  w ho 's  th e  g r a n t  r e c i p i e n t  i s  a c o n t r a c t o r ,  and h e ' s  

a g re e in g  t o  do som eth ing  f o r  t h e  g r a n t o r .  So w e’r e  i n t o  an 

a r e a  o f  c o n t r a c t s ,  and i t ' s  a v e ry  complex a r e a .  There a r e  

a l l  so r .  o f  th in g s  t h a t  a p p ly  h e re  t h a t  th e  b i l l s  d o n ' t  

a d d r e s s :  th e  r u l e s  g o v e rn in g  m u n ic ip a l  c o n t r a c t i n g ,  e i t h e r  

t h e i r  own c h a r t e r s ,  i f  t h e y ' r e  home r u l e  m u n i c i p a l i t i e s ,  o r  

s t a t e  laws i f  t h e y ' r e  n o t .  I  d o n ' t  know how t h i s  c o in c id e s  

w i th  th o s e  p r o v i s io n s .  I  d o n ' t  know i f  where w e 'r e  d e a l in g  

w ith  a s i t u a t i o n ,  I  b ro u g h t  a lo n g  HB 60, where we g iv e  a g r a n t  

to  a c i t y  f o r  a s p e c i f i c  program —we have one h e r e ,  $32,000 to  

th e  C i ty  and Borough o f  S i tk a  f o r  e d u c a t io n  o f  hand icapped  

c h i l d r e n  from b i r t h  to  age t h r e e .  S i tk a  w i l l  become th e  su b se q u e n t  

g r a n t o r ,  and i t  w i l l  make a c o n t r a c t  w i th  somebody, th e  sch o o l 

d i s t r i c t  o r  somebody, f o r  t h i s  program . Where we name th e  

c o n t r a c t o r ,  we r a i s e  a l l  s o r t s  o f  new q u e s t io n s .  I  d o n ' t  know 

i f  S i tk a  o r  w hoever, B e th e l ,  can  c o n t r a c t  t h a t  way, o r  i f  th e y  

have to  ask  f o r  b id s .  I f  th e y  have to  a sk  f o r  b id s  and someone 

e l s e  i s  th e  low b id d e r ,  can  th e y  spend th e  money. I  d o n ' t  know.

So, t h i s  i s  c r e a t i n g  a d d i t i o n a l  q u e s t io n s  and p rob lem s . I t ' s  

n o t  s o lv in g  e v e ry th in g .

SENATOR JOHN SACKETT -  S en a to r  Ray.

SENATOR BILL RAY -  Then you g e t  r i g h t  i n t o  th e  problem  t h a t  th e y  

a r e n ' t  g o in g  to  p u t  i t  under r e g u l a t i o n s ,  b u t  t h e y ' r e  go ing  to  

ad o p t i t  a s  a d m i n i s t r a t i v e  p o l i c y .  And th e  p o l i c y  t h a t  th e y  adop t
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( i n a u d i b l e ) .
ROD PEGUES -  W e l l ,  y o u  kn ow , a  g u y  w a l k s  i n t o  y o u r  o f f i c e  
an d  s a y s ,  "How com e I  c a n ' t  d o  t h i s  when i t  s a y s  i n  t h e  law  
I  can?""  And y o u  l o o k  a t  t h e  l a w  an d  y o u  s a y , " W e l l ,  i t  
d o e s n ' t  s a y  t h a t  t o  m e ."  And h e  s a y s ,  " W e l l ,  i t  s a y s  t h a t  
t o  m e ."  I  m ean , t h a t ' s  w h a t  w e ’ r e  t a l k i n g  a b o u t .  And s o  
w h a t  y o u  d o  i n  t h e  o r d i n a r y  c a s e  i s  e i t h e r  r e w r i t e  t h e  l a w ,  
o r  y o u  w r i t e  a  r e g u l a t i o n  t o  s a y  w h a t  i t  m e a n s .  And t h e n  
a t  a l l  t im e s  i t  m ean s w h a t  y o u  s a i d .  B u t ,  i f  y o u  d o n ' t  d o  t h a t ,
t h e n  i t ' s  g o i n g  t o  mean  w h a t e v e r  t h e  n e x t  g u y  who r e a d s  i t  s a y s
i t  m e a n s .
SENATOR SUMNER -  M r .  C h a i rm a n  
SENATOR JOHN SACKETT -  S e n a t o r  S u m n e r .
SENATOR B I L L  SUMNER -  How i n  t h e  h e l l  i s  i t  t h a t  r e g u l a t i o n  
w r i t e r s  w in d  up  i n  a  p o s i t i o n  o f  ( i n a u d i b l e )  an d  we c a n ' t  d o  
i t  i n  t e r m s  o f  t h e  l a w .  T h a t ' s  w h a t  r a i s e s  h e l l  w i t h  me .
ROD PEGUES -  O b v i o u s l y ,  t h e  l e g i s l a t u r e  h a s  t h e  u l t i m a t e  
a u t h o r i t y  t o  d o  t h a t .  I t ' s  when n o t h i n g  i s  d o n e ,  w h a t  h a p p e n s  
i s  t h a t  t h e  law  g e t s  w r i t t e n ,  an d  t h e n  t h e  law  h a s  t o  b e  a p p l i e d .  
A n d , when y o u  g o  t o  a p p l y  t h e  l a w ,  tw o  d i f f e r e n t  p e o p l e  r e a d  
i t ,  a n d  t h e y  s a y  i t  m ean s tw o  d i f f e r e n t  t h i n g s .
SENATOR B I L L  SUMNER -  Same w i t h  r e g u l a t i o n s .
ROD PEGUES -  S u r e .  T h a t ' s  w h a t  h a p p e n s  w i t h  r e g u l a t i o n s .  T h en
t h e y  h a v e  t o  r e w r i t e  t h e  r e g u l a t i o n .  B u t ,  o n c e  y o u  s t a r t  
i n t e r p r e t i n g  t h e  l a w ,  i n  o r d e r  t o  m ake s u r e  i t ' s  i n t e r p r e t e d  
t h e  sam e way f o r  e v e r y b o d y ,  y o u  a d o p t  an  i n t e r p r e t i v e  r e g u l a t i o n .  
And t h a t ' s  w h a t  t h e  APA d o e s ,  i t  r e q u i r e s  t h e  a d m i n i s t r a t i v e
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a g e n c y  t o  a d o p t  t h e  r e g u l a t i o n s  s o  y o u  c a n ' t  i n t e r p r e t  
i t  tw o  w a y s .
SENATOR B I L L  SUMNER -  W ha t i f  we t e l l  y o u  t o  make t h e  
g r a n t  a n d  t h e n  y o u  c a n  f i g h t  w h i l e  t h e  g r a n t  i s  g o i n g  on  
o r  y o u  c a n  i n t e r p r e t  w h i l e  t h e  g r a n t  i s  g o i n g  o n .  The  
p r o b l e m  t h a t  we d o n ' t  w a n t ,  o r  a t  l e a s t  t h a t  I  d o n ' t  w a n t ,  
i s  t o  s e t  t h e r e ,  a n d  I  t h o u g h t  o u t  o f  y o u r  p r e v i o u s  c o n v e r s a t i o n  
t h a t  w i t h o u t  r e g u l a t i o n s  d r a f t e d  b y  y o u  t o  i n t e r p r e t  i t  t h e  
way y o u  w a n t e d  i t ,  t o  d r a f t  i t ,  o r  t h e  d e p a r t m e n t ,  t h a t  y o u  
s im p l y  ~ a y ,  " W e l l ,  we d o n ' t  know  w h a t  t o  d o .  We j u s t  h a v e  t o  
l o o k  a t  t h i s  o n  a n  a d  h o c  b a s i s  and  com e  b a c k  t h e  f i r s t  o f  n e x t  
y e a r  a n d  m aybe  w e ' l l  g e t  t h i s  m oney  o u t  t o  y o u . "
ROD PEGUES -  Know , kn ow , t h a t ' s  n o t  w h a t  I  m e a n t .  I  j u s t  s im p l y
m e a n t  t h a t  i f  t h a t  w o n ' t  h a p p e n  . . . t h a t  t h e r e  w i l l  b e  n o
w r i t t e n  r e g u l a t i o n  t h a t  a p p l i e s  a n y  o f  t h i s  l a w ,  i t  w i l l  b e
a p p l i e d  o n  an  a d  h o c  b a s i s .  B u t ,  t h e s e  p a r t i c u l a r  p r o v i s i o n s  
a r e  s o  n a r r o w  a b o u t  t h e  o n l y  p l a c e  i t  w i l l  c h a n g e  i s  t h e  c o n d i t i o n  
e x p l a i n i n g  t h e  g r a n t  f o r  t h e  p u r p o s e s  s p e c i f i e d  i n  t h e  
a p p r o p r i a t i o n .
SENATOR B I L L  SUMNER -  I f  s om eon e  c om e s  i n  a f t e r  h e ' s  b e e n  g i v e n  
a  g r a n t ,  w i l l  y o u  i s s u e  t h e  m on ey ?  W i t h  t h i s  . l aw ?
SENATOR JOHN SACKETT -  I f  w e ' r e  s p e c i f i c  a s  t o  who t h e  g r a n t  
i s  s u p p o s e d  t o  g o  t o ?
ROD PEGUES -  O b v i o u s l y  w i t h  t h e  m u n i c i p a l i t i e s ,  y e s .  T h e r e ' s  
n o  p r o b l e m  t h e r e ,  a s  I  s a i d .  T h e  g r a n t s  t o  n o n - p r o f i t  c o r p o r a t i o n s  
c r e a t e  a  d i f f e r e n t  p r o b l e m .  A n d , i t ' s  a  p r o b l e m  o f ,  a g a i n ,  i t  i s



b a s e d  o n  c o n t r a c t s .  I f  we make a  c o n t r a c t  w i t h  s om eb od y  o u t  
t h e r e  t o  d o  s o m e t h i n g ,  y o u  kn ow , w e ' r e  g e t t i n g  h im  t o  
p e r f o r m  s o m e t h in g  f o r  t h e  g o v e r n m e n t .  I f  h e ' s  p e r f o r m i n g  
i t  f o r  an  e x e c u t i v e  a g e n c y ,  h e ' s  d o i n g  s o m e t h i n g  f o r  t h e m ,  
t h e y  a r e  r e q u i r e d  b y  law  t o  com e u p  w i t h  . . .  t o  a s k  f o r  
s o l i c i t a t i o n  f o r  p r o p o s a l s  o r  b i d s ,  w h i c h e v e r ,  a n d  t h e n  t o  
c o n t r a c t  a c c o r d i n g l y .  I f  we name t h e  g r a n t e e ,  we s h o r t -  
c i r c u i t  t h a t  r e q u i r e m e n t ;  i t  p r o b a b l y  c a n ' t  b e  d o n e  t h a t  w ay .
SENATOR JOHN SACKETT -  W e l l ,  c a n  y o u  s a y  n o t w i t h s t a n d i n g  t h a t  
p o r t i o n  o f  t h e  law ?
ROD PEGUES -  I 'm  n o t  s u r e  y o u  c a n  b e c a u s e  t h a t  b r i n g s  i n  a  
s e c o n d  p r o b l e m ,  and  t h a t  i s  t h a t  when t h e  l e g i s l a t u r e  i s  
c o n t r a c t i n g  w i t h  s om e on e ,  i t  d o e s  i t  i n  a c c o r d a n c e  w i t h  i t s  
p r o c e d u r e s  i n  o r d e r  t o  f u r t h e r  some l e g i s l a t i v e  f u n c t i o n :  a 
c o n t r a c t  f o r  s t u d y  b y  ( i n a u d i b l e )  t o  d o  r e s e a r c h  on  s o m e t h in g  
y o u ' r e  g o i n g  t o  e n a c t  l e g i s l a t i o n  a b o u t  o r  c o n s i d e r  l e g i s l a t i o n  
a b o u t .  I f  y o u ' r e  c o n t r a c t  ‘.ng w i t h  M e a l s  on  W h e e l s  t o  p r o v i d e  
f o o d ,  t h a t ' s  n o t  c a r r y i n g  on  a  l e g i s l a t i v e  f u n c t i o n .  T h a t ' s  
p r o v i d i n g  a  w e l f a r e  p r o g r a m ,  and  t h a t ' s  w h a t  t h e  e x e c u t i v e  i s  s u p p o s e d  
t o  d o .  S o ,  t h e s e  t y p e s  o f  g r a n t s  may n o t  b e  v a l i d  e x c e p t i o n s .
I  j u s t  d o n ' t  know b e c a u s e  we h a v e n ' t  g o t  a n y  c a s e  l a w  on  i t .
T h e  c l o s e s t  w e ' v e  g o t  i s  a  c a s e  i n  w h i c h  t h e  l e g i s l a t u r e  
c o n t r a c t e d  w i t h  an  a t t o r n e y  t o  p r o v i d e  c e r t a i n  s e r v i c e s  t h a t  
h a d  n o t h i n g  t o  d o  w i t h  t h e i r  law m ak in g  f u n c t i o n ,  an d  t h e  c o u r t  
s a i d  t h a t  w as  i n v a l i d .
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SENATOR JOHN SACKETT -  O k a y ,  t o  w h a t  d e g r e e  t h e n  i s  t h e  l e g i s l a t u r e  
r e s t r i c t e d  i n  i t s  p o w e r  o f  a p p r o p r i a t i o n ?
ROD PEGUES -  W e l l ,  p u b l i c  p u r p o s e  a n d  w h a t e v e r  t h e  c o n s t i t u t i o n a l  
l i m i t a t i o n s  a r e .  And o n  t h i s  o n e ,  t h i s  g r a n t s ,  I  d o n ' t  kn ow .
Y ou  kn ow , i f  y o u  g o  t h r o u g h  t h e  m u n i c i p a l i t y ,  a n d  t h e  m u n i c i p a l i t y  
f o l l o w s  t h e  l a w  o r  i t s  c h a r t e r ,  t h a t  o n  i t s  f a c e  l o o k s  p e r f e c t l y  
v a l i d .  I f  t h e  l e g i s l a t u r e  d o e s  i t  d i r e c t l y  t o  t h e  n o n - p r o f i t ,  
t h a t  r a i s e s  t h e s e  q u e s t i o n s  o f  w h a t  f u n c t i o n  i s  b e i n g  p e r f o r m e d  
by  t h e  g r a n t e e .  I s  h e  c a r r y i n g  o u t  a  s o c i a l  s e r v i c e s  p r o g r a m ,  
t h e n  p e r h a p s  t h e  l e g i s l a t u r e  s h o u l d n ' t  b e  c o n t r a c t i n g  w i t h  h im  
b e c a u s e  t h a t ' s  n o t  i n c i d e n t a l  t o  t h e  l a w m a k in g  f u n c t i o n .
SENATOR B I L L  RAY -  W e l l ,  M r . C h a i r m a n ,  t h a t ' s  t h e  a r g u m e n t  t h a t  
I  b r o u g h t  up  t h i s  m o r n in g .  I  t h i n k  y o u ' r e  d r a w in g  a  p r e t t y  
f i n e  l i n e  when y o u ' r e  t a l k i n g  a b o u t  m u n i c i p a l i t i e s  b e i n g  d i f f e r e n t .  
Why? Who m ak e s  m u n i c i p a l i t i e s ?
ROD PEGUES -  D i f f e r e n t ?
SENATOR B I L L  RAY -  T h e  g o v e r n m e n t  d o e s n ' t  make m u n i c i p a l i t i e s .
The  p e o p l e  m ake m u n i c i p a l i t i e s  b y  t h e i r  v o t e .
ROD PEGUES -  W e l l ,  t h e y ' r e  p o l i t i c a l  s u b d i v i s i o n s  o f  t h e  S t a t e  
o f  A l a s k a ,  a n d  t h e y ' r e  v e s t e d  w i t h  g o v e r n m e n t a l  p o w e r s  an d  l o c a l  
g o v e r n m e n t  p o w e r s .  And t h e y ' r e  g o v e r n e d  e i t h e r  b y  t h e i r  c h a r t e r s  
o r  b y  t h e  m u n i c i p a l  c o d e  i n  t h e i r  a c t i v i t i e s .  I f  t h e  l e g i s l a t u r e  
m akes  money a v a i l a b l e  t o  th em  f o r  a p a r t i c u l a r  f u n c t i o n ,  t h e  

' g i s l a t u r e  c a n  d e l e g a t e  t h e  f u n c t i o n s  t h a t  w ay— t o  l o c a l  g o v e r n m e n t s ,  
d o n e  a l l  o v e r  t h e  c o u n t r y .

B I L L  RAY -  T h en  why c a n ' t  t h e  l e g i s l a t u r e  d e l e g a t e  m on ey s  
- p r o f i t  c o r p o r a t i o n  t h a t  m e e t s  t h e  r e q u i r e . u e n t s  o f  l a w .
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SENATOR JOHN SACKETT -  O k a y ,  t o  w h a t  d e g r e e  t h e n  i s  t h e  l e g i s l a t u r e  
r e s t r i c t e d  i n  i t s  p o w e r  o f  a p p r o p r i a t i o n ?
ROD PEGUES -  W e l l ,  p u b l i c  p u r p o s e  a n d  w h a t e v e r  t h e  c o n s t i t u t i o n a l  
l i m i t a t i o n s  a r e .  And o n  t h i s  o n e ,  t h i s  g r a n t s ,  I  d o n ' t  kn ow .
Y ou  kn ow , i f  y o u  g o  t h r o u g h  t h e  m u n i c i p a l i t y ,  a n d  t h e  m u n i c i p a l i t y  
f o l l o w s  t h e  l a w  o r  i t s  c h a r t e r ,  t h a t  o n  i t s  f a c e  l o o k s  p e r f e c t l y  
v a l i d .  I f  t h e  l e g i s l a t u r e  d o e s  i t  d i r e c t l y  t o  t h e  n o n - p r o f i t ,  
t h a t  r a i s e s  t h e s e  q u e s t i o n s  o f  w h a t  f u n c t i o n  i s  b e i n g  p e r f o r m e d  
b y  t h e  g r a n t e e .  I s  h e  c a r r y i n g  o u t  a  s o c i a l  s e r v i c e s  p r o g r a m ,  
t h e n  p e r h a p s  t h e  l e g i s l a t u r e  s h o u l d n ' t  b e  c o n t r a c t i n g  w i t h  h im  
b e c a u s e  t h a t ' s  n o t  i n c i d e n t a l  t o  t h e  la w m a k in g  f u n c t i o n .
SENATOR B I L L  RAY -  W e l l ,  M r . C h a i r m a n ,  t h a t ' s  t h e  a r g u m e n t  t h a t  
I  b r o u g h t  u p  t h i s  m o r n i n g .  I  t h i n k  y o u ' r e  d r a w in g  a  p r e t t y  
f i n e  l i n e  when y o u ' r e  t a l k i n g  a b o u t  m u n i c i p a l i t i e s  b e i n g  d i f f e r e n t .  
Why? Who m ak e s  m u n i c i p a l i t i e s ?
ROD PEGUES -  D i f f e r e n t ?
SENATOR B I L L  RAY -  T h e  g o v e r n m e n t  d o e s n ' t  m ake m u n i c i p a l i t i e s .
T h e  p e o p l e  m ake  m u n i c i p a l i t i e s  b y  t h e i r  v o t e .
ROD PEGUES -  W e l l ,  t h e y ' r e  p o l i t i c a l  s u b d i v i s i o n s  o f  t h e  S t a t e  
o f  A l a s k a ,  an d  t h e y ' r e  v e s t e d  w i t h  g o v e r n m e n t a l  p o w e r s  an d  l o c a l  
g o v e r n m e n t  p o w e r s .  And t h e y ' r e  g o v e r n e d  e i t h e r  b y  t h e i r  c h a r t e r s  
o r  b y  t h e  m u n i c i p a l  c o d e  i n  t h e i r  a c t i v i t i e s .  I f  t h e  l e g i s l a t u r e  
m akes  m oney a v a i l a b l e  t o  th em  f o r  a  p a r t i c u l a r  f u n c t i o n ,  t h e  
l e g i s l a t u r e  c a n  d e l e g a t e  t h e  f u n c t i o n s  t h a t  w ay— t o  l o c a l  g o v e r n m e n t s .  
I t ' s  d o n e  a l l  o v e r  t h e  c o u n t r y .
SENATOR B I L L  RAY -  T h en  why c a n ' t  t h e  l e g i s l a t u r e  d e l e g a t e  m on ey s  
t o  a n y  n o n - p r o f i t  c o r p o r a t i o n  t h a t  m e e t s  t h e  r e q u i r e m e n t s  o f  l a w .
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ROD PEGUES -  W e l l ,  i t  i s  t h i s  c o n t r a c t i n g  t o  d o  s o m e t h i n g  . . .
I n  e f f e c t ,  t h e  l e g i s l a t u r e  i s  t h e  g r a n t o r — i s  t h e  c o n t r a c t i n g  
p a r t y  c o n t r a c t i n g  w i t h  t h e  g r a n t e e .  B u t ,  t h e  g r a n t e e  i s  n o t  
g o i n g  t o  b e  d o i n g  s o m e t h i n g  i n  a i d  o f  t h e  l e g i s l a t i v e  f u n c t i o n .  
I t ' s  g o i n g  t o  b e  c o n d u c t i n g  a n o t h e r  p r o g r a m  f o r  t h e  g o v e r n m e n t .
And t h a t ' s  w h a t  r a i s e s  t h e  q u e s t i o n .  And I  c a n  s e e  i t .  I  d o n ' t  
h a v e  a n y  b i g  g r o u p  o f  c a s e s  o n  t h i s ;  t h i s  i s  a  new a r e a .
SENATOR B I L L  RAY -  P r e t t y  n a r r o w  g r o u n d  t h e r e .
ROD PEGUES -  T h i s  i s  t h e  p r o b l e m  t h a t  w as  r a i s e d  l a s t  y e a r .
SENATOR B I L L  SUMNER -  S e n a t o r  R ay  b r o u g h t  u p  t h i s  m o rn in g  
t h o u g h ,  s o m e t h i n g  t h a t  s o u n d s  i n t e r e s t i n g  t o  m e , i s  t h a t  we 
d i d n ' t  h a v e  t h i s  r a i s e d  a t  t h e  t im e  we w e r e  f u n d i n g  n on ­
p r o f i t  c o r p o r a t i o n s  i n  t e r m s  o f  a l c o h o l i s m  p r o b l e m s ,  an d  a  w h o le  
b r o a d  s p e c t r u m  o f  s i m i l a r  s o r t  o f  p r o j e c t s  an d  p r o g r a m s .  W he re  
d o  we d r aw  t h e  l i n e  i n  t h a t  r e g a r d ?
ROD PEGUES - S e n a t o r ,  a s  I  s a y ,  t h i s  i s  a  d e v e l o p i n g  a r e a .  I t ' s  
new . W e ' r e  j u s t  o p e n i n g  t h e  b o o k  o n  i t ,  a n d  I  r e a l l y  d o n ' t  kn ow .
I  c a n  j u s t  t e l l  y o u  t h a t  we d o  h a v e  t h e s e  p r o b l e m s  t o  c o n s i d e r .  
SENATOR B I L L  SUMNER -  A l l  r i g h t .  S e c o n d  t h e n ,  i f  we c o n t i n u e  
t o  g r a n t  i n  t h i s  r e g a r d ,  a n d  y o u  s t r i k e  o n e  o f  th em  dow n , y o u  h a v e  
t o  s t r i k e  th em  a l l  d ow n . I s  t h a t  t r u e  o r  n o t  t r u e ?
ROD PEGUES -  N o ,  I  d o n ' t  know  t h a t  a n y o n e  i s  g o i n g  t o  s t r i k e  a n y  
o f  t h i s  d ow n . I  d o n ' t  t h i n k  a n y  w e r e  a c t u a l l y  s t r u c k  d ow n . We 
d i d  t e l l  t h e  a g e n c i e s  t o  f o l l o w  t h e  l a w .  A t  t h i s  s t a g e  o f  t h e  
game w e ' r e  . . .
SENATOR B I L L  SUMNER -  S e l e c t i v e l y  ( i n a u d i b l e ) .
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ROD PEGUES -  N o ,  n o ,  n o ,  w e ' r e  f a i r l y  w e l l  o f f  now b e c a u s e  
w e ' r e  d e a l i n g  w i t h  . . . e v e n  i f  y o u  name t h e  g r a n t e e ,  i t ' s  
a  u n i q u e  i n s t i t u t i o n .  T h e r e  i s  n o t h i n g  e l s e  l i k e  i t .  No o n e  
e l s e  c o u l d  p r o v i d e  t h e  s e r v i c e .  S o  i f  t h e  a g e n c y  a s k s  f o r  
p r o p o s a l s ,  i t  w i l l  g e t  a  s u i t a b l e  p r o p o s a l  o n l y  f r o m  t h a t  o n e  
an yw ay , s o  i t  w o r k s  o u t  a l l  r i g h t .  B u t ,  o f  c o u r s e ,  s i n c e  t h e  
g e n i u s  o f  o u r  c o u n t r y  i s  t h a t  o n c e  t h e  g o v e r n m e n t  o r  a n y b o d y  
i s  p a y i n g  f o r  some g o o d s  o r  s e r v i c e s ,  o t h e r  p e o p l e  w i l l  b e  
p r e p a r e d  t o  p r o v i d e  th em  f o r  a l e s s e r  c o s t ,  w e ' r e  g o i n g  
t o  h a v e  c o m p e t i t o r s — t h e y ' r e  g o i n g  t o  s p r i n g  u p .  And t h a t ' s  
when t h e  p r o b l e m  w i l l  a r i s e ,  a n d  t h a t ' s  when w e ' l l  p r o b a b l y  
f i n d  l e g a l  a c t i o n  b e i n g  b r o u g h t  when s om eon e  s a y s ,  " H e y ,  I  c a n  
d o  t h a t  b e t t e r  an d  c h e a p e r — I 'm  s u i n g . "
SENATOR B I L L  SUMNER -  O k a y ,  b u t  s o  f a r  a s  t h e  a d m i n i s t r a t i o n  
i s  c o n c e r n e d ,  w h i c h  i s  a t  l e a s t  t h e  p r o b l e m  t h a t  I 'm  h a v i n g  
i n  g e t t i n g  some o f  t h e s e  g r a n t s  o u t — y o u ' r e  t r e a t i n g  some  
d i f f e r e n t l y  t h a n  o t h e r s .  C an  we g e t  a n y  s o r t  o f  c om m itm en t  
t o  t r e a t  th em  a l l  a l i k e .  E i t h e r  we d o n ' t  f u n d  a n y  o f  th em  
t o  n o n - p r o f i t  o r  we f u n d  th em  a l l  a l i k e ?
ROD PEGUES -  T h e r e  s h o u l d n ' t  b e  an y  d i f f e r e n t  t r e a t m e n t ,
S e n a t o r .  I f  t h e r e  h a s  b e e n ,  I  d o n ' t  know why t h e r e  h a s  b e e n .  
E v e r y b o d y  i s  s u p p o s e d  t o  b e  f o l l o w i n g  t h e  sam e g e n e r a l  g u i d e l i n e s .  
T h e y ' r e  s u p p o s e d  t o  g o  a h e a d  and  f i n d  a  w ay t o  c a r r y  t h i s  o u t .  
SENATOR B I L L  SUMNER -  We w e r e  shown s e v e r a l  i t e m s  t h i s  m o r n in g  . . 
I  d o n ' t  know i f  we s t i l l  h a v e  i t  o r  n o t ,  t h a t  w e r e  n o t  f u n d e d ,  
p r e s u m a b ly  f o r  som e o f  t h e s e  . . . f o r  t h i s  r e a s o n .
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ROD PEGUES -  The o n ly  ones I  know o f  t h a t  I  h ea rd  ab o u t was 

where somebody c o u l d n ' t  be found— th e  D epartm ent o f  N a tu r a l  

R esources  c o u l d n ' t  f i n d  a co u p le  o f  th e  g r a n te e s .  I 'm  r e a l l y  

n o t  t h a t  f a m i l i a r  w i th  each  one, b u t  I  r e c a l l  go ing  th ro u g h  

t h i s  a t  th e  f i r s t  o f  t h e  y e a r  w i th  th e  House com m ittee , and 

t h e r e  were none t h a t  were w i l l f u l l y  w i th h e ld .  Everybody was 

b e in g  ta k e n  c a re  o f  i f  i t  was a t  a l l  p o s s i b l e .

SENATOR BILL SUMNER -  W ell I  th in k  what I 'm  lo o k in g  f o r  i s  

some c o n s i s t e n t  and u n ifo rm  t r e a tm e n t  o f  th e  p eo p le  who 

g e t  g r a n t s .  I f  w e 'r e  go ing  to  sa y ,  "Hey, t h i s  i s  an a re a  

t h a t  w e 'r e  n o t  go ing  to  do anym ore," th e n  we need to  t r e a t  

them a l l  a l i k e ,  and f in d  some way t o  accommodate them. I f

w e 'r e  n o t ,  th e n  I ' d  l i k e  t o  see  ( i n a u d ib l e ) .

ROD PEGUES -  W ell, we d id  do . . .  a s  f a r  as  I  know, i t  was 

done on a u n ifo rm , c o n s i s t e n t  b a s i s .  And a l l  o f  th e  a g e n c ie s  

were supposed to  have fo llo w ed  th o s e  g u id e l in e s  l a s t  y e a r .  I  

j u s t  d o n ' t  know who was do ing  i t  d i f f e r e n t l y .

SENATOR JOHN SACKETT -  S e n a to r  Ray.

SENATOR BILL RAY -  Mr. Chairm an, l e t s  g e t  back to  b a s i c s  and 

f o r g e t  a l l  t h i s  nonsense  o f  t r y i n g  t o  f i g u r e  o u t  what i s  meant

by som eth ing  e l s e .  Why d o n ' t  we j u s t  w r i t e  t h i s  j u s t  e x a c t l y

th e  way we w an t, and i f  we want to  make g r a n t s  to  n o n - p r o f i t

c o r p o r a t i o n s ,  we o n ly  have them do th e s e  t h in g s :

1. Spend th e  g r a n t  o n ly  f o r  th e  p u rp o ses  s p e c i f i e d  
i n  th e  a p p r o p r i a t i o n .

2. Allow on r e q u e s t  o f  th e  d ep a r tm en t an a u d i t  by
th e  s t a t e  o f  th e  use  o f  th e  g r a n t .

3. A ssu re  t h a t .

: V-
j
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Now, i f  t h a t ' s  t h e  way we w an t  t o  h a n d l e  t h e s e ,  w e ' r e  
g o i n g  t o  h a v e  t o  t i g h t e n  up  (b )  h e r e  b e c a u s e ,  w h e t h e r  
p u r p o s e l y  o r  o t h e r w i s e ,  t h e y ' v e  l e f t  a  l o o p h o l e  h e r e  b i g  
e n o u g h  t o  d r i v e  a  t r u c k  . . . when t h e y  s a y  t h e y  s h a l l  n o t  
a d o p t  r e g u l a t i o n s ,  w h i c h  m ean s  t h e y  h a v e  t o  g o  t h r o u g h  t h e  
A d m i n i s t r a t i v e  P r o c e d u r e s  A c t ,  e t c .  We u n d e r s t a n d  t h a t .
B u t ,  r e g u l a t i o n s  s o m e t im e s  c a n  b e  c i r c u m v e n t e d ,  o r  t h e  u s e  
o f  r e g u l a t i o n s  c a n  b e  c i r c u m v e n t e d  b y  j u s t  t h e  l i t t l e  
w o rd s  " a d m i n i s t r a t i v e  p o l i c y ,  o f f i c e  a d m i n i s t r a t i o n "  . . .
SENATOR B I L L  SUMNER -  Ad h o c .
SENATOR B I L L  RAY -  Y a h .  S o ,  i f  t h e s e  a r e  t h e  o n l y  t h r e e  t h i n g s  
t h a t  we w an t  c o n t i n g e n t  u p on  m a k in g  a  g r a n t ,  t h e n  w e ' d  b e t t e r  
p u t  down t h e r e  t h a t  t h e y  s h a l l  n o t  a d o p t  r e g u l a t i o n s  o r  
a d m i n i s t r a t i v e  p o l i c y  t o  im p l e m e n t  t h e m . And t h a t  m ean s t h a t  
y o u ' v e  g o t  t h r e e  t h i n g s  t o  d o .  I f  y o u ' r e  g o i n g  t o  d o  i t ,  d o  i t .
And t h e n  y o u  d o n ' t  h a v e  a n y t h i n g  t o  w o r r y  a b o u t ,  r i g h t ?
SENATOR JALMAR KERTTULA -  I  h a v e  a  q u e s t i o n ,  M r .  C h a i r m a n .
SENATOR JOHN SACKETT -  S e n a t o r  K e r t t u l a .
SENATOR B I L L  RAY -  I f  y o u  d o n ' t  u n d e r s t a n d  w h a t  I 'm  s a y i n g ,  
l e t ' s  f o r g e t  i t .
SENATOR JALMAR KERTTULA -  D o e s n ' t  e n l i g h t e n  u s  e x c e p t  t h a t  . . . 
w h a t  h a p p e n s  i f  y o u  p u t  $ 2 0 , 0 0 0  i n  a  n o n - p r o f i t  a l c o h o l i s m  
p r o g r a m  i n  some c om m u n ity  an d  t h e  money i s  c o m p l e t e l y  m i s u s e d —  
n o t h i n g  t h a t  t h e  p r o g r a m  p r e s e n t e d  b y  t h e  l e g i s l a t u r e  . . . n o t h i n g  
t a k e s  p l a c e  e x c e p t  t h e  m oney i s  j u s t  m i s u s e d ,  m aybe  a  t a x i  c a b  
i s  b o u g h t  w i t h  i t  o r  s o m e t h i n g .  And i t ' s  s u p p o s e d  t o  h a u l  t h e
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drunks back and f o r t h  t o  what e v e r  f a c i l i t y #  o r  a n y th in g .

What do we have now in  th e  mechanism o f  law t h a t  a l lo w s  us 

to  p r o s e c u te  f o r  m isuse?

ROD PEGUES -  Well# i f  t h e r e  was no i n t e n t  to  d e f ra u d  a t  th e  

o u ts e t#  and you d i d n ' t  c o n v e r t  i t  to  your own use# th e  money, 

b u t  r a t h e r  j u s t  came up w i th  th e  program o f  u s in g  th e  t a x i  

cab t o  h a u l  p eo p le  back and f o r t h ,  I  d o n ' t  know. What would 

happen would depend upon w hat a c o u r t  d e c id e d  th e  c o n t r a c t  was. 

The problem  o f  n o t  having# in  o th e r  w ords, number one s u b s e c t io n

tl). • • .

SENATOR JALMAR KERTTULA -  Would you p ro s e c u te  a c a se  l i k e  t h a t ?  

ROD PEGUES -  Oh# y e s .  You'd have to  have c r im in a l  i n t e n t ,  and 

y o u 'r e  p o s s ib ly  d e a l in g  w ith  p e o p le  who a r e n ' t  to o  b r i g h t ,  b u t  

th e y  d i d n ' t  in te n d  to  s t e a l  th e  money. They th o u g h t  t h i s  would 

ta k e  c a r e  o f  t h e i r  problem .

SENATOR BILL RAY -  S u b se c t io n  (3) ta k e s  c a re  o f  t h a t .  S e c t io n  

3 . . .  i f  th e y  d o n ' t  use  i t  f o r  th e  p u rp o se s .

ROD PEGUES -  W ell, b u t  i t  would b e .

SENATOR BILL RAY -  D o n 't  th e y  have a s t a t u t e .  D o n 't  th e y  have 

a s t a t u t e  "m isuse o f  f u n d 's  money," d o n ' t  th e y  have som ething  

l i k e  t h a t ?

ROD PEGUES -  The p o in t  i s ,  i f  under (1) th e  s ta te m e n t  i s  t h a t  

we w i l l  spend t h i s  g r a n t  to  s o lv e  th e  problem  o f  g e t t i n g  

d runks o f f  th e  s t r e e t s ,  buying  a t a x i  cab and p ic k in g  up 

drunks and ta k in g  them o f f  th e  s t r e e t s  would s o lv e  t h a t  

problem . So, th e y  w o u ld n 't  be in  b reac h  o f  c o n t r a c t ;  th e y

-35-



w o u ld  h a v e  d o n e  w h a t  t h e y  w e r e  r e q u i r e d  t o  d o .
SENATOR JALMAR KERTTULA -  N o ,  b u t  s u p p o s e  i t  w as r e a l l y  
a  s e n s i t i v e  b r e a c h  o f  c o n t r a c t ,  t h e y  m i s u s e d  t h e  f u n d s ,  
m aybe  n o t  t h r o u g h  k n o w le d g e  . . .
ROD PEGUES -  T h a t ' s  t h e  p o i n t ,  y o u  h a v e  t o  w r i t e  a  c o n t r a c t ,

“ “ “ “  •

o r  h a v e  a  c o u r t  im p l y  a  c o n t r a c t ,  s a y  " H e r e ' s  t h e  m in imum  
y o u  w e r e  r e q u i r e d  t o  d o , "  w h i c h  o f  c o u r s e  y o u  d o n ' t  l i k e  t o  
d o  . . . i t ' l l  b e  v e r y  m in imum  i f  t h e  c o u r t  d o e s  i t .  S o  i t  
w o u ld  b e  u p  t o  t h e  D e p a r tm e n t  o f  A d m i n i s t r a t i o n  i n  o n e ,  I  m ean ,  
t h e y ' r e  g o i n g  t o  n e e d  a  c o u p l e  o f  new p o s i t i o n s  t o  b e  g r a n t s  
a d m i n i s t r a t o r s  t o  w r i t e  t h e s e — w h a t  y o u ' r e  g o i n g  t o  d o  
w i t h  t h e  m on e y . B e c a u s e  t h a t ' s  t h e  o n l y  w ay y o u  c a n  r e a l l y  
e n f o r c e  t h e s e  t h i n g s .  T h e  o u t r i g h t  c r o o k  y o u ' c o u l d  p r o s e c u t e .  
SENATOR JALMAR KERTTULA -  M r .  C h a i r m a n ,  t h e r e ' s  o n e  t h i n g  
t h a t  o c c u r s  t o  me an d  t h a t  i s  t h e  f o l l o w i n g ,  an d  i t ' s  b e e n  
a  l o n g  t im e  e x p e r i e n c e  o f  m in e  t h a t  i f  p e o p l e  y o u  make g r a n t s  
t o ,  an d  y o u  h a d  t h e  p o l i t i c a l  l e a d e r s h i p  . . . t a k e n  t h e  l e a d e r s h i p  
i n  m a k in g  t h e m ,  an d  t h e y  m i s u s e  t h e m ,  i t  o c c u r s  t o  y o u r  n e g a t i v e  
s a t i s f a c t i o n  a n d ,  y o u  know  y o u  r e a l l y  g e t  b l e m i s h e d  b y  t h a t .
SENATOR B I L L  RAY -  I t  m ak e s  y o u  l o o k  l i k e  a  j a c k a s s i
SENATOR JALMAR KERTTULA -  Y a h ,  and  y o u ' r e  p r e t t y  s o o n  w a t c h i n g
t h a t  s o r t  o f  t h i n g .  Y ou  j u s t  d o n ' t  g i v e  th em  t o  j u s t  a n y b o d y .
Y ou  m ake c e r t a i n  t h e r e ' s  some p u b l i c  e n t i t y .  I ' v e  g o t  a  c a s e  
i n  e x a m p l e :  S u t t o n  c om m u n i ty  h a l l ,  w h i c h  t o o k  a l l  sum m er . J u s t  
$ 1 0 , 0 0 0 .  We h a d  a  f i r e  c o d e  p r o b l e m .  T h ey  h a v e  no  l o c a l  t a x
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b a s e ,  b u t  t h e y  p a y  a  l o t  o f  t a x e s  i n  t h e  b o r o u g h .  C o u l d n ' t  
make a n y t h i n g  s t i c k ,  s o  we p u t  $ 1 0 , 0 0 0  i n .  L i k e  a  l o t  o f  t h e s e ,  
t h o s e  p e o p l e  h a v e  b e e n  i n  b u s i n e s s  f o r  3 5  y e a r s ,  s i n c e  t h e  c o a l  
m in e s ,  a n d  t h e y ' r e  h o n e s t  a s  t h e  d a y  i s  l o n g .  E v e r y  d im e  i s  
g o i n g  t o  b e  s p e n t  t h e  w ay i t ' s  s u p p o s e d  t o  b e .  T h e y ' r e  now  
a  l e g a l  e n t i t y ,  I  g u e s s .  T h e y ' r e  s o r t  o f  a  n o n - p r o f i t ,  l i k e  
a  l i b r a r y  a s s o c i a t i o n  o r  s o m e t h i n g .  We make a  g o o d  p o i n t  
when y o u  s a y  y o u  d o n ' t  w an t  th em  t o  g o  t h r o u g h  a  $ 5 , 0 0 0  a u d i t ,  
on  t h e  o t h e r  h a n d ,  y o u ' d  k i n d  o f  l i k e  t o  know t h e y  d i d  i t  r i g h t .  
E v e n t u a l l y  we u s e d  t h e  b o r o u g h ,  a  s e c o n d  c l a s s  b o r o u g h ,  w h i c h  
p r o b a b l y  h a s  n o  r o a l  l e g a l  p o w e r s  e i t h e r ,  t o  p u l l  t h r o u g h  t h e  
m on e y .
ROD PEGUES -  W e l l  y o u  s e e  S u t t o n  w as  e a s y  b e c a u s e  S u t t o n  w as  
b u i l d i n g  a  p h y s i c a l  s t r u c t u r e .  D e p a r tm e n t  o f  N a t u r a l  R e s o u r c e s ,
I  t h i n k ,  a d m i n i s t e r e d  t h e  m on ey .
SENATOR JALMAR KERTTULA -  W a s n ' t  e a s y  t o  g e t  i t  g o i n g .
ROD PEGUES -  T h ey  h a d  t r o u b l e  f i n d i n g  a  c om m u n i ty  c l u b  t o  t a k e  
c a r e  o f  i t ,  b u t  t h e y  d i d  f i n d  o n e .  I t  w as  a  m o u n t a i n e e r i n g  c l u b  
o r  s o m e t h in g  l i k e  t h a t .  A n d , t h e y  w e r e  w i l l i n g  t o  t a k e  t h e  
m oney a n c  b e  r e s p o n s i b l e  f o r  b u i l d i n g  t h e  b u i l d i n g .  And a l l  y o u  
h a d  t o  d o  w as d r i v e  b y  o n e  d a y  a n d  s e e  t h e  b u i l d i n g .
SENATOR JALMAR KERTTULA -  W e l l ,  y e s ,  b u t  t h a t  i s n ' t  t h e  s p e c i f i c .  
The  b u i l d i n g  i s  t h e r e ,  i t  j u s t  n e e d e d  some f i r e w a l l s .
ROD PEGUES -  Y a h ,  p u t  i n  t h e r e ,  d o  t h e  w o r k .  S o ,  t h a t ' s  e a s y  t o  
c h e c k .  O t h e r  t h i n g s  a r e  m uch  m o r e  d i f f i c u l t  t o  c h e c k .
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DICK  SM ITH -  A l t h o u g h  I  u n d e r s t a n d  w h a t  y o u  s a y ,  t h a t  
p r e s u m a b l y  t h e  r e g u l a t i o n s  t h a t  w e r e  p r o p o s e d  a r e  n o t  a s  
c l e a r  a n d  a s  s i m p l i f i e d  a s  y o u ' d  l i k e  t h e m ,  b a s i c a l l y ,  t h e  
i n t e n t  o f  t h o s e  w as  t o  i n d i c a t e  t h a t  a  n um ber  o f  p r o b l e m s  
t h a t  h a v e  o c c u r r e d  i n  t h e  p a s t  w e r e  b e c a u s e  r u l e s  a n d  r e g u l a t i o n s  
d i d  n o t  e x i s t .  Now t h e  i n t e n t ,  a n d  m aybe  i t  w a s n ' t  s a t i s f i e d  
b y  d r a f t i n g  u p  t h o s e  r u l e s  a n d  r e g u l a t i o n s  t h e r e ,  w e r e  t o  
s i m p l i f y ,  I  u n d e r s t a n d  y o u  h a v e  a  p r o b l e m — t h o s e  w e r e n ' t  
a d o p t e d  a s  f a r  a s  I  kn ow , b u t  w e r e  t o  s i m p l i f y  t h a t  m o n i t o r i n g  
p r o c e s s  b e tw e e n  t h e  g r a n t e e  an d  t h e  s t a t e .  And t h e  r e a s o n  
f o r  h a v i n g  a  s i m p l i f i e d  s e t  o f  p r o c e d u r e s  ( i n a u d i b l e )  l i m i t  
t h e  am oun t  o f  w o rk  t o  t h e  g r a n t e e ,  b u t  a t  t h e  same t im e  b e  a b l e  
t o  p r o v i d e  t h e  s t a t e  w i t h  a  way t o  m o n i t o r  t h e  a c t i v i t y  o f  t h a t  
g r a n t  p r o g r e s s i v e l y  t h r o u g h  i t s  e x p e n d i t u r e ,  a n d  s a y  " I f  s o m e t h in g  
i s  g o i n g  w r o n g ,  l e t  u s  b e  a b l e  t o  s p e a k  up  n ow ."  I t  was a  t o o l  
f o r  m o n i t o r i n g .  As t h e y  s a y ,  t h e y ' v e  b e c om e  m uch t o o  c o m p l e x ,  
b u t  t h e y  w e r e  n o t  i n t e n d e d  t o  b e  t h a t .  I t  w as  t o  b e  a  r e p o r t i n g  
s y s t e m  b e tw e e n  t h e  g r a n t e e  a n d  t h e  g r a n t o r  f o r  u s  t o  m o n i t o r .  
SENATOR GLEN HACKNEY -  M r .  C h a i rm a n ,  we h e a r  t h a t  c o n s t a n t l y .
A n d , I ' d  l i k e  t o  a d d r e s s  t h a t  com m en t t o  M r ,  P e g u e s .  I t  a p p e a r s  
t o  me t h a t  t h e  a t t o r n e y  g e n e r a l ' s  o f f i c e  i s  t e r r i b l y  p r o t e c t i v e  
o f  t h e  r e g u l a t i o n  w r i t e r s .  Y ou  d o n ' t  w an t  a n y b o d y  t o  g e t  a t  
th em  i n  an y  w ay .
ROD PEGUES -  N o .  I  w i s h  t h e y ' d  a l l  b e  p u t  o n  a  d e s e r t  i s l a n d .
We h a v e  t o  r e v i e w  t h o s e  t h i n g s .  I t ' s  t e r r i b l e .  I 'm  j u s t  
t a l k i n g  a b o u t  t h e  p r a c t i c a l  p r o b l e m  o f  a d m i n i s t e r i n g  t h e  l a w .
I  m e an , I ' d  r a t h e r  d o  i t  w i t h  f o r m s .  I t ' s  s o  much e a s i e r  t o
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do i t  w i th  form s. But i n  o r d e r  t o  ad o p t  a form , you have t o  

ad o p t a r e g u l a t i o n .  1 mean you co u ld  g iv e  th e s e  p e o p le — 

e s p e c i a l l y  sm a ll  g r a n t  p e o p le ~ -a  form to  send in  p e r i o d i c a l l y  

t h a t  th e y  would c e r t i f y  a t  th e  bo ttom  what th e y  s p e n t  th e  

money f o r .  J u s t  a s im p le  r e c i t a t i o n ,  and th e y 'd  send i t  i n  

two, t h r e e ,  fo u r  t im es  a y e a r  depend ing  upon th e  s i z e  o f  th e  

g r a n t  and th e  n a tu r e  o f  th e  p r o j e c t .  And th e  g r a n t s  a d m in i s t r a to r  

d e c id e s  a t  th e  o u t s e t — j u s t  g iv e s  them a book o f  forms and say s  

"H ere, we e x p e c t  t o  h e a r  from y o u ."  Then i f  th e  guy ta k e s  th e  

money and ru n s  to  V enezuela  a f t e r  c e r t i f y i n g  t h a t  he s p e n t  i t  

f o r  a p u b l ic  p u rp o se ,  you can a t  l e a s t  p r o s e c u te  him. But we 

c a n ' t  do t h a t .

SENATOR BILL SUMNER -  Why n o t?

ROD PEGUES -  W ell, because  you have to  ad o p t a r e g u l a t i o n .

SENATOR BILL SUMNER -  Mr. Chairman.

SENATOR JOHN SACKETT -  S e n a to r  Sumner, th en  S en a to r  Ray.

SENATOR BILL SUMNER -  Somewhere between . . . you know i f  t h a t  

was th e  a t t i t u d e  o f  th e  d ep a r tm e n t ,  you w o u ld n 't  se e  47 pages 

o f  an item  h e r e ,  y o u 'd  have seen  a form and we w o u ld n 't  be 

h o ld in g  t h i s  d i s c u s s io n .

ROD PEGUES -  T h e y 'r e  t r y i n g  to  co v e r  e v e ry th in g ;  t h e y ' r e  t r y i n g  

t o  c o v e r  a l l  th e  g r a n t s  and packages f o r  th e  whole t h i n g .  I 'm  

j u s t  t a l k i n g  ab o u t t h i s  one a s p e c t  o f  i t — ch eck in g  on p r o g r e s s .  

SENATOR BILL SUMNER -  I  u n d e r s ta n d ,  b u t  th e n  I  w o u ld n 't  want 

t o  see  a form f o r  ev e ry  $10 in c rem en t o f  a p r o j e c t .  Why c o u l d n ' t  

t h a t  be done in  te rm s o f  th e  form, i f  you j u s t  e x p la in  v e ry



s im p l y ,  v e r y  s t r a i g h t f o r w a r d  a n d  b e  d o n e  w i t h  i t .
ROD PEGUES -  I t  c o u l d  b e  d o n e .
SENATOR JOHN SACKETT -  G o t  a  g o o d  s u g g e s t i o n  h e r e .  Why d o n ' t  
y o u  d r a f t  a  o n e - p a g e  f o rm  o f  w h a t  i s  r e q u i r e d ,  a n d  w e ' l l  
i n c o r p o r a t e  t h a t  a s  a  p a r t  o f  t h e  l e g i s l a t i o n .  And w e 'v e  
d o n e  t h a t  i n  t h e  p a s t ,  b e f o r e ,  w i t h  m u n i c i p a l  r e v e n u e  s h a r i n g  
w h e r e  we i n c o r p o r a t e d  t h e  f o rm  t h a t  w as s u p p o s e d  t o  b e  u s e d .
ROD PEGUES -  O k a y .  On t h e s e  g r a n t s ,  I  w on d e r  i f  we c o u l d  g o  
b a c k  t o  t h i s  p r o b l e m .  . .
SENATOR JOHN SACKETT -  Can  y o u  d o  t h a t ?
ROD PEGUES -  Y a h ,  I  t h i n k  we c a n .  I  t h i n k  we c a n .  C om m un ity  
and  R e g i o n a l  A f f a i r s  h a s  som e o f  t h o s e  t h i n g s  t o o ,  a n d  I  t h i n k  
we c a n .
SENATOR B I L L  RAY -  W i t h  t h e  p r o v i s o ,  M r .  C h a i r m a n ,  t h a t  when  
t h e y  g e t  t h i s  f o r m ,  t h a t  we s h o u l d  b e  a b l e  t o  l o o k  a t  t h a t  f o r m ,  
b e c a u s e  t h e y  m i g h t  p u t  s t u f f  i n  t h a t  f o r m  t h a t  n o b o d y  c o u l d  
c o m p ly  w i t h .
SENATOR JOHN SACKETT -  Oh y a h ,  n o ,  i t  w o u ld  b e  p a r t  o f  t h e  l a w .  
ROD PEGUES -  N o ,  w e ' l l  b r i n g  i t  b a c k  h e r e .
SENATOR B I L L  RAY -  A l l  r i g h t ,  b u t  when y o u  g e t  down t o  s u b s e c t i o n  
(b )  h e r e  a g a i n ,  y o u  b e t t e r  a d d  t h e  w o r d s  " a d m i n i s t r a t i v e  p o l i c y , "  
o r  y o u ' r e  g o i n g  t o  h a v e  a . . . t h e  same o l d  b u r e a u c r a c y  a g a i n .  
SENATOR JOHN SACKETT -  Y a h .  Can  y o u  d o  t h a t ?
ROD PEGUES -  Y e s .
SENATOR JOHN SACKETT -  F o rm  f o r  b o t h  m u n i c i p a l i t i e s  a n d  n on ­
p r o f i t s .  V e r y  g o o d .
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SENATOR BILL RAY -  And make th e  n e c e s s a ry  change ab o u t 

a d m i n i s t r a t i v e  . . . th e  o n ly  th in g  t h a t  we r e q u i r e  i s  th e  

th in g s  t h a t  a r e  on t h a t  form , and th e n  a l l  th e  r e s t  o f  i t  

we a r e n ' t  i n t e r e s t e d  i n .

SENATOR BILL SUMNER -  ( in a u d ib le )  to  t h a t  amendment?

SENATOR JOHN SACKETT -  Go-ahead.

SENATOR BILL SUMNER -  . . . o r  any o th e r  r e s t r i c t i v e  p ro c e d u re s  . . . 

( in a u d ib le )  I  d o n ' t  c a r e  what you c a l l  i t .  I  know you guys 

( i n a u d i b l e ) .

(Laughter)

ROD PEGUES -  On th e  o th e r  q u e s t io n  ab o u t w hat, what e v e n tu a l ly  

. . .  be r u le d  ab o u t th e  d i r e c t  g r a n t s  f o r  c a r r y in g  o u t  governm enta l 

program s, o r  program s by c o n t r a c t s ,  i t  p ro b a b ly  would h e lp  g e t  

a f a v o r a b le  r u l i n g  i f  th e  method o f  a p p l i c a t i o n  f o r  th e s e  

g r a n t s  were s ta n d a r d iz e d  by th e  l e g i s l a t u r e .  I f  p eo p le  would 

app ly  on a form t h a t  would e x p la in  where t h e y ' r e  coming from, 

what th e y  in te n d  to  do, how much money th e y  need f o r  t h i s  p r o j e c t .

I t  would p ro b a b ly  h e lp  i f  t h a t  were in c lu d e d  in  th e  budget 

p ro c e s s .  In  o th e r  w ords, w r i t e  t h i s  in  (END OF TAPE #33).

(BEGIN TAPE # 34)

SENATOR BILL RAY -  . . .  37 t o  see  . . . and a l s o  th e  a l lo w a b le  

d u t i e s  o f  th e  com m issioner t h e r e  i s  to  make r e g u l a t i o n s  c o n s i s t e n t  

w ith  and b l a ,  b l a ,  b l a .  Be s u re  we co v er  t h a t  so t h a t  th e y  d o n ' t  

. . .  so t h a t  we a r e n ' t  j u s t  c o v e r in g  th e  A d m in is t r a t iv e  P ro c ed u res  

A ct, th e  f i s c a l  p ro c e d u re s  a c t ,  and th e  e x e c u t iv e  b u d g e t  a c t ,  and 

le a v in g  u n d e r  th e  g r a n t  a c t  a l l  t h e  r i g h t  and t i t l e  and w i l l  

make r e g u l a t i o n s  o r  w e ' l l  have them back w ith  u s .  You know what 

I 'm  s a y in g .  Make i t  a i r  t i g h t .
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V-

SENATOR JOHN SACKETT -  How does t h a t  sound?

ROD PEGUES -  N o th in g 's  a i r  t i g h t .  (Laughter) B ut, y e s ,  I  know 

what you w ant h e re  and I  d o n ' t  s e e  . . . t h a t  d o e s n ' t  p r e s e n t  

a r e a l  p rob lem . But I  mean we have t o  f i g u r e  o u t  some sim p le  

b u t  e f f e c t i v e  way o f  managing th e  program . I  mean th e  use  o f  

g r a n t s  a s  a f u n c t i o n a l  m a t t e r ,  o b v io u s ly ,  b r in g s  a l o t  o f  

f l e x i b i l i t y  t o  governm ent, and sh o u ld  be en cou raged .

SENATOR JOHN SACKETT -  Okay. Thank you v e ry  much. Y o u ' l l  work 

on t h a t  and have i t  to  us by tomorrow?

ROD PEGUES -  I f  I  can f in d  . . .  I  want t o  look  a t  Community 

and R eg io n a l A f f a i r s ,  and I  d o n ' t  know i f  anybody i s  down t h e r e  

to d a y .

SENATOR JOHN SACKETT -  Oh, t h a t ' s  r i g h t  you have a h o l id a y  to d a y .  

W ell, w e ' l l  be m eeting  tomorrow a t  ab o u t 2 :1 5 .

ROD PEGUES -  I  th in k  we can have som eth ing  h e r e ,  a t  l e a s t  enough 

f o r  t h e  com m ittee to  lo o k  a t  and say  t h a t  t h i s  i s  th e  ty p e  o f  

th in g  . . .

SENATOR JOHN SACKETT -  A work d r a f t ?

ROD PEGUES -  Yes.

SENATOR BILL RAY -  I f  we co u ld  j u s t  c a l l  Mr. P eg u es ' a t t e n t i o n  

. . . 'c a u s e  I  have th e  f e e l i n g  t h a t  he w ro te  th e  m a jo r i ty  o f  

t h i s  l e t t e r  t h a t  was s e n t  to  th e  P r e s id e n t  o f  th e  S en a te  and 

Speaker o f  th e  House in  r e f e r e n c e  to  th e  b u d g e t .  And in  t h e r e  

on page 2, he t a l k s  ab o u t th e  u se  o f  th e  a p p r o p r i a t i o n s  b i l l  

f o r  p a s s - th ro u g h  g r a n t s  where a g r a n t s  program has  n o t  been 

e s t a b l i s h e d  by law c r e a t e s  b o th  l e g a l  and a d m i n i s t r a t i v e  problem s 

b ecau se  o f  th e  absence  o f  s ta n d a rd s  f o r  d e te rm in in g  r e c i p i e n t s
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A »  't  i .

an d  a m o u n t s .  C o u l d  y o u  e s t a b l i s h  u s  t h o s e  s t a n d a r d s ,  an d  
w e ' l l  p r o v i d e  t h e  a m o u n t s .
ROD PEGUES -  ( i n a u d i b l e  d u e  t o  o v e r v o i c e s )  . . . t h a t ' s  i n
my own m in d  t h e  s o l u t i o n  I  cam e  u p  w i t h  a s  t h e  way t o  d o  i t .
Y o u  e i t h e r  h a v e  t o  h a v e  a  p r o g r a m  w i t h  s t a n d a r d s — t h a t  i s  a  
s t a t u t e  w h i c h  p r o v i d e s  . . .
SENATOR B I L L  RAY -  Y o u  w r o t e  t h i s  w h o l e  t h i n g .
ROD PEGUES -  O h , I  p r o b a b l y  h a d  a  l i t t l e  t o  d o  w i t h  i t .
SENATOR B I L L  RAY -  Y o u  w r o t e  i t  a l l ,  I  rem em be r  d i s c u s s i n g  
i t  w i t h  y o u  ( l a u g h t e r ) .  C o r r e c t  t h e  p r o b l e m s  t h a t  y o u ' v e  
h e l p e d  u s  w i t h .
SENATOR KERTTULA -  R o d ,  c a n  a  s e c o n d  c l a s s  b o r o u g h  t h a t  d o e s n ' t  
h a v e  c e r t a i n  r i g h t s ,  o n l y  t h o s e  v o t e d  i n  b e y o n d  a  c o u p l e  
a l l o t t e d  th em  u n d e r  t h e  l a w  ( i n a u d i b l e ) , c a n  t h e y  d o  some o f  t h e  
t h i n g s ?  Do t h e y  h a v e  t h e  r i g h t s  t o  h a n d l e  f u n d s  p a s s e d  t h r o u g h  
an d  s o  o n  ( i n a u d i b l e )  ( o v e r v o i c e s ) .
SENATOR B I L L  SUMNER -  I  t h i n k  h e ' s  g o t  t h e  a n s w e r .  One l a s t  
s e n t e n c e  t h a t  s a y s ,  " T h o u  s h a l t  n o t  d o  a n y t h i n g  t h a t  t h e  
l e g i s l a t u r e  w i s h e s  n o t  d o n e . "
SENATOR JOHN SACKETT -  L e t ' s  t a k e  a  t h r e e - m i n u t e  b r e a k ,  o k a y ?  
(END OF MEETING )
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TRANSCRIPT 
SENATE FINANCE COMMITTEE MEETING 

MARCH 31, 1980 
RELATING TO CSHB 578 am

SENATOR JOHN SACKETT -  W ithou t o b j e c t i o n ,  w e ' l l  b r in g  up 

b e f o r e  th e  com m ittee House B i l l  578 amended, f o r  d i s c u s s io n .

What th e  House has done i s  t o  add a s p e c i a l  s e c t i o n  c a l l i n g  

i t  a m u n ic ip a l  g r a n t ,  and what th e y 'v e  done in  House B i l l  

60 i s  t o  a p p r o p r i a t e  funds i n t o  t h a t  g r a n t  a c c o u n t ,  p r im a r i l y  

becau se  th e  a t t o r n e y  g e n e ra l  has s t a t e d  t h e r e  may be p rob lem s. 

G arrey , can you e x p la in  t o  th e  com m ittee in  more d e t a i l  what 

th e  problem s were l a s t  y e a r .

GARREY PESKA -  Mr. Chairman, a t  th e  end o f  l a s t  s e s s io n ,  th e  

a t t o r n e y  g e n e r a l ' s  o f f i c e  d r a f t e d  a s e t  o f  r e g u l a t i o n s  t h a t  

th e y  s e n t  to  th e  o p e r a t in g  d ep a r tm en ts  t e l l i n g  them, among 

o th e r  t h i n g s ,  t h a t  th e y  c o u l d n ' t  make d i r e c t  g r a n t s  to  non­

p r o f i t  o r g a n i z a t i o n s ,  and th e y  a l lu d e d  to  th e  p o s s i b i l i t y  o f  

a l s o  h av in g  problem s w ith  m u n i c i p a l i t i e s  in  c a s e s  where t h e r e  

were o th e r  o r g a n iz a t io n s  in  th e  a r e a  t h a t  m ig h t ,  by c o m p e t i t iv e  

b id d in g ,  be a b le  to  p ro v id e  th e  s e r v i c e s  t h a t  th e  d i r e c t  g r a n t  

was in te n d e d  f o r .  The o p e r a t in g  d e p a r tm en ts  came to  th e  Budget 

and A ud it Committee d u r in g  th e  i n te r im  and s a id  "We have t h i s  

p roblem . We want to  make th e  d i r e c t  g r a n t  paym ents, b u t  th e  

D epartm ent o f  Law i s  t e l l i n g  us t h a t  we need more a c c o u n t a b i l i t y ;  

we need to  have some r e g u l a t i o n s  to  fo l lo w ."  So th e  minimum



•s *

r e g u l a t i o n s  t h a t  w e r e  s e t  l a s t  y e a r ,  w i t h  t h e  a p p r o v a l  o f  
t h e  B u d g e t  a n d  A u d i t  C o m m i t t e e ,  w as t h a t  t h e  g r a n t  r e c i p i e n t  
h a d  t o  a g r e e  t o  s p e n d  t h e  money f o r  t h e  p u r p o s e  f o r  w h i c h  t h e  
a p p r o p r i a t i o n  i s  m a d e .  T h e y  h a d  t o  a g r e e  t o  make t h e i r  b o o k s  
a v a i l a b l e  f o r  a u d i t  i f  t h e  s t a t e  c h o s e  t o  d o  s u c h  a u d i t s .  And  
t h e y  h a d  t o  a g r e e  t o  p r o v i d e  a n  a c c o u n t i n g  t o  t h e  s t a t e  a t  
t h e  en d  o f  t h e  p r o j e c t ' s  c o m p l e t i o n .  A f t e r  t h a t ,  m o s t  o f  t h e  
g r a n t s ,  a t  l e a s t  l a s t  y e a r ' s ,  w e r e  p a i d .  I  u n d e r s t a n d  t h e r e  
a r e  s t i l l  a  f ew  g r a n t s  i n  c e r t a i n  S e n a t o r ' s  d i s t r i c t s  t h a t  a r e  
h a v i n g  p r o b l e m s .  H o w e v e r ,  t h e  s t a t e  i n t e r n a l  a u d i t o r  h a s  
p r e p a r e d  a b o u t  a  4 0  p a g e  s e t  o f  r e g u l a t i o n s ,  i n c l u d i n g  s u c h  
d e t e r m i n a t i o n s  a s  w h a t  a r e  d i r e c t  c o s t s ,  w h a t  a r e  i n d i r e c t  
c o s t s  t h a t  a r e  g o i n g  t o  b e  a l l o c a t e d  t o  t h e  p r o j e c t s  f o r  w h i c h  
t h e  g r a n t s  a r e  b e i n g  m ad e .  T h e r e  w i l l  b e  o n - s i t e  i n s p e c t i o n s  
made by  t h e  o p e r a t i n g  d e p a r tm e n t s  t o  d e t e r m in e  i f  t h e  p r o j e c t  
i s  i n  a c c o r d a n c e  w i t h  v a r i o u s  p u b l i c  p u r p o s e s .  And i t ' s  
a n t i c i p a t e d  t h a t  m oney  f o r  a d m i n i s t r a t i o n  o f  t h o s e  g r a n t s ,  
o f  c o u r s e ,  w o u ld  com e o f f  t h e  t o p  o f  t h e  a p p r o p r i a t i o n .  S o ,  
t h e  H o u s e  h a s  t a k e n  t h i s  a c t i o n ,  c r e a t i n g  t h e  m u n i c i p a l  g r a n t  
a c c o u n t ,  a n d  t h e  l a n g u a g e  i s  w r i t t e n  i n  s u c h  a  way t o  d i r e c t  
t h e  o p e r a t i n g  d e p a r t m e n t s  t o  j u s t  s im p l y  make t h e  p a ym en t  
p e r i o d .  T h e  H o u s e ' s  a p p r o a c h  d o e s  n o t  a d d r e s s  t h e  n on ­
p r o f i t  c o r p o r a t i o n s .  T h e r e  i s  a  d r a f t  c o m m i t t e e  s u b s t i t u t e  
i n  t h e  c o m m i t t e e  m em be rs '  f i l e s  f o r  y o u r  c o n s i d e r a t i o n  i f  y o u  
w o u ld  l i k e  t o  i n c l u d e  t h e  n o n - p r o f i t  c o r p o r a t i o n s .
SENATOR JALMAR KERTTULA -  M r . C h a i rm a n ,  I  h a v e  o n e  q u e s t i o n .  
SENATOR JOHN SACKETT -  S e n a t o r  K e r t t u l a .



v f

SENATOR JALMAR KERTTULA -  I  h a d  som e s m a l l  p r o b l e m ,  i t  w as a  b i g  
p r o b l e m  f o r  m e , on  t h e  f l o w - t h r o u g h  g r a n t s  f r o m  t h e  m u n i c i p a l i t y  
t o  t h e  p e o p l e  i n t e n d e d — a  b u n c h  o f  s m a l l  f i r e  d i s t r i c t s  a n d  s o  on  
t h r o u g h o u t  o u r  d i s t r i c t ,  r o a d  d i s t r i c t s  and  s o  o n .  And t h e r e  
c a n  b e  a  t i n k e r i n g  a t  t h e  m u n i c i p a l  l e v e l  w i t h  t h e s e  g r a n t s  
u n l e s s  t h e r e ' s  an  ( i n a u d i b l e )  a t  t h a t .  And t h e  l e g i s l a t u r e  
h a s  a  s p e c i f i c  g r a n t  f o r  f l o w - t h r o u g h — t h a t ' s  e x a c t 1y  w h a t .  . . 
i t ' s  j u s t  a  b o o k k e e p i n g  f l o w - t h r o u g h .  A r e  we p r o t e c t e d  i n  t h i s  
i n  a n y  way on  t h a t .  Y o u  u n d e r s t a n d  I  w an t  g o o d  b o o k k e e p i n g ,  
a c c o u n t i n g ,  a l l  t h o s e  t h i n g s .  No m i s u s e .
GARREY PESKA -  I n  t h e  c a s e  o f  t h e  H o u s e  B i l l  t h e r e  i s  n o  a c c o u n t i n g  
r e q u i r e m e n t .  T h e  H o u s e  B i l l  s im p l y  s a y s  "make t h e  p a y m en t  t o  t h e  
m u n i c i p a l i t y . " T h e  c o m m i t t e e  s u b s t i t u t e  i n c l u d e s  some l a n g u a g e  
f o r  some m in imum  a c c o u n t a b i l i t y  r e q u i r e m e n t s .
SENATOR B I L L  SUMNER -  M r .  C h a i rm a n .
SENATOR JOHN SACKETT -  S e n a t o r  S um n e r .
SENATOR B I L L  SUMNER -  H av e  we c h e c k e d  t o  s e e  t h a t  t h i s  i s  a
l e g a l ,  c o n s t i t u t i o n a l  w ay o r  v e h i c l e .  Do we h a v e  t h i s  o p t i o n ?
GARREY PESKA -  M r .  C h a i r m a n ,  y e s  we d o .  B i l l y  B e r r i e r  a n d  I  
p r e p a r e d  t h e  p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  d r a f t .
SENATOR B I L L  SUMNER -  O k a y .  We c o u l d  r e q u i r e  i n  t h i s  t h a t
t h e y  m a i n t a i n  a u d i t  c a p a b i l i t i e s ,  a u d i t  t r a i l s ,  o r  . . . t h a t  
w o u ld  b e  e q u a l l y  a s  r e s p o n s i b l e  a s  f r o m  a  m u n i c i p a l i t y ,  l e t ' s  
s a y ,  a s  i t  w o u ld  b e  f r o m  t h e  s t a t e .  O k a y ,  t h a n k  y o u .
SENATOR B I L L  RAY -  M r .  C h a i rm a n .
SENATOR JOHN SACKETT -  S e n a t o r  R a y .
SENATOR B I L L  RAY -  T h a t ' s  t h e  o n l y  p a r t  t h a t  I  . . . o n  L i n e  1 8 ,



p  I
•Ci r

S u b s e c t i o n  ( 2 )  a l l o w  on  r e q u e s t  ( i n a u d i b l e )  I  c a n  u n d e r s t a n d  
t h a t ,  b u t  a  l o t  o f  t im e s  b y  t h e  . . . when t h e y  g e t  a r o u n d  t o  
l o o k i n g  a t  s o m e t h i n g ,  y o u ’ l l  f i n d  t h a t  t h e  p e o p l e  who a r e  
c o n n e c t e d  w i t h  t h e  g r a n t  h a v e  l o n g  s i n c e  l e f t  t h e  s t a t e .  P e r h a p s  
t h i s  i s  an  i d e a  . . .  we m i g h t  p u t  i n  l a n g u a g e  i n  t h e r e  t h a t  u p on  
c o m p l e t i o n  o f  t h e  g r a n t  o r  s o m e t h i n g  t h a t  t h e y  o u g h t  t o  b e  made  
im m e d i a t e l y  s o  t h a t  we c a n  make a  d e t e r m i n a t i o n  w h e t h e r  t h e y ' v e  
s p e n t  t h e  m oney  p r o p e r l y  o r  n o t .
SENATOR B I L L  SUMNER -  T h e  m u n i c i p a l i t y  w o u ld  b e  . . . i f  i t ' s  
f r o m  a  m u n i c i p a l i t y ,  t h e y ' d  b e  h e l d  r e s p o n s i b l e .
SENATOR B I L L  RAY -  Y a h ,  w e ' r e  p u t t i n g  i n  n o n - p r o f i t  c o r p o r a t i o n s  
up  h e r e  a l s o .  T h a t  w as  t h e  k i c k e r .
SENATOR JOHN SACKETT -  O k a y ,  w h a t  w as i t  a g a i n ,  B i l l ?
SENATOR B I L L  RAY -  L i n e  1 8 ,  S u b .  ( 2 ) .
SENATOR JOHN SACKETT -  W ha t  w e r e  t h e  w o r d s .
SENATOR B I L L  RAY -  T h i s  j u s t  a l l o w s  on  r e q u e s t  an  a u d i t  b y  t h e  
s t a t e  o f  t h e  u s e  t h e y  m ade o f  t h e  g r a n t .  T h a t ' s  f i n e ,  b u t  a  l o t  
o f  t im e s  when t h e y  f i n d  o u t ,  t h e  p e o p l e  h a v e  a l r e a d y  u s e d  t h e  
m oney an d  l e f t  t h e  s t a t e  a n d  g o n e  some o t h e r  p l a c e .  I  t h i n k  u p on  
c o m p l e t i o n  o f  t h e  p r o j e c t  o r  n e a r l y  t h e  t im e  when i t ' s  g e t t i n g  
r e a d y  t o  w h a t e v e r  i t  i s ,  m aybe  t h e  a u d i t  s h o u l d  b e  made a t  t h a t  
t im e .  T o  s e e  t h a t  t h e y ' v e  s p e n t  t h e  m oney  p r o p e r l y  and  f i n d  o u t  
e x a c t l y  w h a t ' s  h a p p e n e d .  I n  y o u r  p a s t  e x p e r i e n c e  y o u  p r o b a b l y  
u n d e r s t a n d  w h a t  I 'm  s a y i n g .
GARREY PESKA -  M r .  C h a i r m a n ,  y e s ,  I  t h i n k  I  d o .  S e n a t o r  R ay  
y o u  a r e  s u g g e s t i n g  t h a t  y o u  w o u ld  r e q u i r e  an  a u d i t  b e f o r e  t h e  
f i n a l  p a y o u t  o n  a l l  g r a n t s .
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SENATOR BILL SUMNER -  Mr. Chairman.

SENATOR JOHN SACKETT -  S e n a to r  Sumner.

SENATOR BILL SUMNER -  Can we l i m i t  t h a t  to  n o n - p r o f i t  o r g a n iz a t io n s  

O therw ise  th e y  s t i l l  h o ld  up th e  damn money in  th e  m u n i c i p a l i t i e s .  

SENATOR BILL RAY -  Yes.

SENATOR JALMAR KERTTULA -  Mr. Chairman.

SENATOR JOHN SACKETT -  S e n a to r  K e r t t u l a .

SENATOR JALMAR KERTTULA -  1 wonder i f  maybe t h i s  i s n ' t ’, maybe we 

d o n ' t  have th e  tim e  e i t h e r ,  b u t  I  wonder i f  we s h o u ld n ’t  have 

a q u ic k  c a p s u le  o f  why th e  A d m in is t r a t io n  d e v ise d  a 40-page 

group o f  r e g u l a t i o n s .  Maybe t h e r e  a r e  some trem endous problem s 

t h a t  t h r e e  o r  fo u r  l i n e s  o f  law would s o lv e  . . . t h e r e  a r e  40 

beyond t h i s  ( in a u d ib le )  b u t  maybe t h e r e ' s  some good r e a s o n  f o r  

d e v ise d  . . . a n t i c i p a t i n g  some problem s t h a t  we were t r y i n g  to  

overcome and in  t h e i r  b u r e a u c r a t i c  way w ro te  40 pages o f  w h a tev er  

i t  i s .  I ' d  s u re  l i k e  to  h e a r  from them why th e y  had t o  b ecau se  

I  b e t  t h e r e  a r e  some h o r r o r  s t o r i e s  o u t  t h e r e  on some o f  th e s e  

p r i v a t e  n o n - p r o f i t s  and so on.

SENATOR JOHN SACKETT -  Do you know? Ja y  do you want to  t e s t i f y  

on t h i s ?

JAY HOGAN -  Do you have a com m ittee s u b s t i t u t e ?

Mr. Chairman, Jay  Hogan, D i r e c to r  o f  L e g i s l a t i v e  F in a n c e .  The 

b i l l  as  i t  came h e r e ,  r e l a t i n g  o n ly  to  m u n i c i p a l i t i e s ,  grew 

o u t  o f  e s s e n t i a l l y  l a s t  y e a r ' s  problem . I f  you have th e s e  

c a p i t a l  budge t books, on May 5, th e  Governor w ro te  y o u r s e l f

SENATOR B IL L  RAY - R i g h t .



and R e p re s e n ta t iv e  Meekins a l e t t e r  s t a t i n g  t h a t  th e  b u d g e t

was e s s e n t i a l l y  v e t o - p r o o f ,  i f  p a s se d  w i th in  h i s  c o n s t r a i n t s —

o v e r a l l  d o l l a r  c o n s t r a i n t s .  Then, a f t e r  th e  l e g i s l a t u r e

a d jo u rn e d  on June 1, when th e  Governor s ig n e d  th e  G enera l

A p p ro p r ia t io n s  A ct, •"’h e r e  were seven . . . w e l l ,  t e n  pages

o f  e x c e p t io n s  ta k e n  item  by i te m  th ro u g h  th e  b u d g e t .  Many

o f  th e s e  a p p r o p r i a t i o n s  were n ev e r  p a id  . . . h a v e n ' t  been

p a id  to  d a t e .  A l o t  o f  them were in  th e  c a te g o ry  o f  g r a n t s

go ing  th ro u g h  t o  m u n i c i p a l i t i e s  and o t h e r  p u rp o s e s .  So, in

e f f e c t ,  a l th o u g h  th e  budget l a s t  y e a r  was v e t o - p r o o f ,  some o f

th e  a p p r o p r i a t i o n s  sim ply  were n ev e r  s p e n t .  The o r i g i n a l

c o n c ep t  beh in d  t h i s  b i l l  . . . when th e  b i l l  was o r i g i n a l l y  in t ro d u c e d ,

i t  d e a l t  w i th  m u n i c i p a l i t i e s  and n o n - p r o f i t  c o r p o r a t io n s .  Then

in  th e  com m ittee s u b s t i t u t e  t h a t  was f i n a l l y  approved by th e

House, i t  was trimmed to  d e a l  o n ly  w i th  m u n i c i p a l i t i e s  to

avo id  th e  problem  o f  t r y i n g  to  a p p r o p r i a t e  to  n o n - p r o f i t

c o r p o r a t io n s  s in c e  t h e y ' r e  n o t  e n t i t i e s  o f  th e  s t a t e  and s in c e

t h e y ' r e  r e a l l y  s e p a r a te  o r g a n i z a t i o n s .  T h a t ' s  b a s i c a l l y  th e

th o u g h t b eh in d  th e  s p l i t t i n g  i n t o  two p a r t s .

SENATOR JOHN SACKETT -  And w h a t 's  your f e e l i n g  ab o u t th e  

com m ittee s u b s t i t u t e ,  S e n a te .

JAY HOGAN -  Mr. Chairman, I  t h in k  t h a t ,  i f  you go on a s c a l e  

o f  th e  m ost l i k e l y  to  th e  l e a s t  l i k e l y ,  I  would th in k  t h a t  th e  

l e g i s l a t u r e  co u ld  p a s s ,  and have work, one t h a t  d e a l t  w ith  

m u n i c i p a l i t i e s .  I  t h in k  th e  ^ne t h a t  makes i t  more d i f f i c u l t  

i s  th e  b r in g in g  in  o f  n o n - p r o f i t  c o r p o r a t io n s .  The re a s o n  I 

th in k  t h a t  i s  t h a t  you have th e  . . . I 'm  n o t  im p ly ing  a n y th in g  

h e re  . . . b u t  you have th e  problem  o f  c r e a t i n g  som ething  t h a t



a p p e a r s  t o  b e  s p e c i a l  l e g i s l a t i o n  when y o u  g o  an d  a p p r o p r i a t e  
t o  a  n o n - p r o f i t  c o r p o r a t i o n .  T h e  r e a s o n  f o r  t h a t  i s  t h a t  u n d e r  
t h e  v a r i o u s  s t a t u t e s  t h a t  s e t  u p  b i d d i n g  r e q u i r e m e n t s  i n  t h e  
s t a t e ,  i f  y o u  d e s i g n a t e  . . .  i f  t h e  l e g i s l a t u r e  d e s i g n a t e s  
a  s p e c i f i c  n o n - p r o f i t  c o r p o r a t i o n ,  i t  a p p e a r s  t o  o v e r r i d e  t h a t  
g e n e r a l  s t a t u t e  a n d  s e l e c t  a  v e n d e r ,  i f  y o u  w i l l .  T h i s  i s  t h e  
p r o b l e m  t h e  a t t o r n e y  g e n e r a l  h a d  w i t h  many o f  t h e  g r a n t s  l a s t  
y e a r  t o  s p e c i f i c  n o n - p r o f i t  c o r p o r a t i o n s .  I t  h a d  t h e  e f f e c t  o f  
e x c l u d i n g  o t h e r  c o r p o r a t i o n s — o t h e r  b i d d e r s .  And s o  t h e y  h e l d  
t h a t  t h i s  w as  C l) s p e c i a l  l e g i s l a t i o n  an d  ( 2 )  t h a t  i t  w as  
c o n t r a r y  t o  t h e  g e n e r a l  b i d d i n g  r e q u i r e m e n t s  o f  t h e  s t a t e .

O r i g i n a l l y ,  when t h e  a c t  w as d r a f t e d ,  a s  I  s a i d ,  i t  o r i g i n a l l y  
d e a l t  w i t h  b o t h .  I f  y o u ' r e  i n t e r e s t e d  p e r h a p s  y o u  m i g h t  w an t  
t o  s e p a r a t e  t h e  tw o — i n  o t h e r  w o r d s ,  make a  s p e c i a l  o n e  f o r  
m u n i c i p a l i t i e s  . . .  a  g r a n t  p r o g r a m  f o r  m u n i c i p a l i t i e s  a n d  a l s o  
o n e  f o r  n o n - p r o f i t  c o r p o r a t i o n s ,  a n d  t h e n  t h e  tw o c o u l d  s t a n d  
a l o n e — tw o  s e p a r a t e  s e c t i o n s  i f  t h e r e  w e r e  a  l e g a l  c h a l l e n g e .
R i g h t  n ow , f o r  i n s t a n c e ,  t h e  w ay t h e  c o m m i t t e e  s u b s t i t u t e  i s  w r i t t e n ,  
e v e r y t h i n g  i s  i n  o n e  s e c t i o n ,  a n d  i f  t h e r e  w e r e  a  l e g a l  p r o b l e m  
w i t h  t h a t  s e c t i o n ,  i t  m i g h t  n u l l i f y  t h e  e n t i r e  s e c t i o n ,  w h e r e a s  
i f  t h e y  w e r e  s p l i t  i n t o  tw o — o n e  d e a l i n g  w i t h  g r a n t s  t o  m u n i c i p a l i t i e s  
and  a n o t h e r  d e a l i n g  w i t h  g r a n t s  t o  n o n - p r o f i t  c o r p o r a t i o n s — t h e n  
t h e  tw o  s e c t i o n s  c o u l d  b e  a r g u e d  . . . s t o o d  i n d e p e n d e n t l y ,  an d  
e a c h  o n e  c o u l d  b e  s u b j e c t  t o  i t s  own t e s t s  a n d  r e q u i r e m e n t s .
SENATOR JOHN SACKETT -  S e n a t o r  R a y .
SENATOR B I L L  RAY -  A r e  y o u  im p l y i n g ,  i f  I 'm  r e a d i n g  y o u  r i g h t ,  t h a t  
t h e  a t t o r n e y  g e n e r a l  s a y s  t h a t  a p p r o p r i a t i o n s  t o  n o n - p r o f i t
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c o r p o r a t io n s  o r  s p e c i a l  l e g i s l a t i o n  s u c h  a s  a p p r o p r i a t io n s  

t o  A la s k a  C r ip p le d  C h i l d r e n ' s  A s s o c i a t io n  . .  .

SENATOR JALM AR K ER TTU LA  -  A lc o h o l i s m  p ro g ra m s ?

■SENATOR B I L L  RAY -  A lc o h o l i s m  p ro g ra m s  an d  a l l  t h a t  .  . .  t h a t  

t h e s e  a r e  u n c o n s t i t u t i o n a l ?  I s  t h a t  t h e  in f e r e n c e  I 'm  g a t h e r in g  

h e r e ?

J A Y  HOGAN -  M r . C h a irm a n , w h a t  t h e  a t t o r n e y  g e n e r a l  h a s  d one 

i n  a  n u t s h e l l  . . .  I  t h i n k  h e  g a v e  t h e  . . . g a v e  h i s  f e e l i n g s  

a w ay  r a t h e r  c l e a r l y  w hen he t e s t i f i e d  on t h i s  b i l l  on  t h e  H o u se  

s i d e .  T h e y  d id  n o t  s t o p  t h e s e  a p p r o p r i a t io n s  i n  p r i o r  y e a r s  

b e c a u s e  t h e r e  w e r e n ' t  v e r y  m any o f  th e m . And he o p e n ly  s t a t e d  

i n  t h e  . . .  b e f o r e  th e  c o m m itte e  t h a t  t h e i r  c o n c e r n  w a s  n o w , 

f o r  i n s t a n c e  l a s t  y e a r ' s  b u d g e t , t h a t  t h e r e  w e re  a  l a r g e  num ber 

o f  t h e s e  t y p e s  o f  a p p r o p r i a t i o n s .  And so  t h e y  s t a r t e d  t o  th ro w  

t h e  n e t  o u t  o v e r  th e m . T h e y  . . . t h e  l e t t e r  d e f i n e s  t h e  

p ro b le m s  t h a t  t h e y  fo u n d  w i t h  e a c h  and  e v e r y  a p p r o p r i a t i o n .

And on th e  g r a n t s  t o  n o n - p r o f i t  c o r p o r a t io n s ,  f ro m  l a s t  y e a r ' s  

b u d g e t  b i l l ,  t h e y  c o n t in u e d  t o  r e f e r  t o  t h e  f a c t  t h a t  i t  had  

t h e  e f f e c t  o f  e x c lu d in g  o t h e r  b id d e r s .  T h i s  i s  th e  sam e t h in g  

a s  a  p ie c e  o f  s p e c i a l  l e g i s l a t i o n .  I t  i s  a n  a p p r o p r i a t io n  

g e a re d  t o  a p a r t i c u l a r  c o r p o r a t e  e n t i t y  t h a t ' s  n o t  a  m u n i c i p a l i t y  

t h a t ' s  n o t  a  p a r t  o f  th e  s t a t e .  So i t  d o e s  h a v e  some o f  t h a t  

p ro b le m . T h e y  d id  n o t  s p e c i f y  t h a t  i n  so  m any w o r d s ,  b u t  I  

s u s p e c t  i t  m ig h t  be  t h e i r  n e x t  s t e p .  ( I n a u d ib l e )

SENATOR JOHN S A C K ET T  -  S e n a t o r  R a y .

SENATOR B I L L  RAY -  W e l l ,  i f  yo u  f o l lo w  h i s  l o g i c ,  th e n  g r a n t s
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t o  m u n i c i p a l i t i e s  w o u ld  be a l s o  s p e c i a l  l e g i s l a t i o n .  And i t  

w o u ld n ' t  m ake a n y  d i f f e r e n c e .  I f  y o u  a p p r o p r ia t e  t o  a  m u n i c i p a l i t y ,  

t h a t ' s  a  s p e c i a l  . .  .  t h a t ' s  one  s p e c i a l  p la c e  t h a t  t h e  m o n e y 's  

g o in g .

JA Y  HOGAN -  M r . C h a ir m a n , t h e  a p p r o p r i a t io n  t o  m u n i c i p a l i t i e s  

i s  a n  a p p r o p r i a t io n  t o  a  s t a t e  e n t i t y ,  i n  f a c t .  A m u n i c i p a l i t y  

i s  a  c r e a t e d  b o d y— c r e a t e d  b y  t h e  s t a t e — and  i t  h a s  i n  m any 

r e s p e c t s  t h e  sam e l e g a l  i m p l i c a t i o n s  a s  m a k in g  a n  a p p r o p r i a t io n  

to  t h e  D e p a r tm e n t  o f  N a t u r a l  R e s o u r c e s  o r  t h e  D e p a rtm e n t  o f  

E d u c a t io n .  I t  h a s  a n  a ssu m e d  p u b l i c  p u r p o s e ; i t  h a s  a n  a ssu m e d  

a c c o u n t a b le  l i f e s t y l e ,  i f  y o u  w i l l ;  i t  i s  a  b o d y  t h a t  i s  c r e a t e d  

e n t i r e l y  a t  t h e  w h im  o f  t h e  s t a t e ,  an d  c a n  be  d one aw ay  w i t h  

a t  t h e  d i s c r e t i o n  o f  t h e  s t a t e .

SENATOR B I L L  RAY -  T h a t ' s  n o t  e s s e n t i a l l y  c o r r e c t .  T h e  s t a t e  

d o e s n ' t  m ake m u n i c i p a l i t i e s .  T h e y  d o n ' t  m ake b o ro u g h s . T h e y  

p r o v id e  t h e  l e g i s l a t i o n ,  b u t  t h e  p e o p le  a r e  th e  o n e s  t h a t  m ake 

th e  f i n a l  d e t e r m in a t io n  a s  t o  b o ro u g h s  o r  m u n i c i p a l i t i e s ,  t h e  

c l a s s  o f  t h e  c i t i e s ,  an d  t h a t  o t h e r  s t u f f .  I  t h i n k  t h a t ' s  a 

p r e t t y  f i n e  l i n e  t o  be  d ra w in g  h e r e  and  on e  t h a t  I  w o u ld  t h in k  

w o u ld  b e  s u s p e c t  i f  h e ' s  g o in g  t o  d ra w  t h a t  f i n e  a  l i n e  w i t h  

i t .  ' C o u r s e  b y  t h e  t im e  y o u  g e t  i t  th ro u g h  . . .  i n t o  t h e  c o u r t s  

and  th r o u g h  t h e  r e s t  o f  i t ,  i t  w o u ld  be tw o  o r  t h r e e  y e a r s  

a n y w a y .

SENATOR JO H Y SA C K ETT  -  S e n a t o r  H a c k n e y .

SENATOR GLEN HACKNEY -  M r . C h a ir m a n , I  s o r t  o f  th o u g h t  t h a t  one 

o f  t h e  r e a s o n s  f o r  h a v in g  t h i s  b i l l  w as t o  g e t  aw ay  fro m  M r .



S m it h ,  t h e  s t a t e  i n t e r n a l  a u d i t o r ,  g o in g  a h e a d  w i t h  t h i s  

41 p a g e s  o f  r e g u l a t i o n s .  B u t  t h e r e ' s  n o t h in g  t o  p r e v e n t  h im  

f ro m  g o in g  a h e a d  w i t h  t h a t  a n y w a y . I ' d  l i k e  t o  h e a r  some 

k in d  o f  t e s t im o n y  f ro m  M r . S m ith  t o  t h e  e f f e c t  t h a t  he  d o e s n ' t  

in t e n d  t o  do t h a t  i f  t h i s  l e g i s l a t i o n  p a s s e s .

SENATOR JALM AR K ER T T U LA  -  M r . C h a ir m a n .

SENATOR JOHN S A C K ETT  -  S e n a t o r  K e r t t u l a .

SENATOR JALM AR K ER T T U LA  -  M o st o f  u s  u n d e r s t a n d  t h e  f lo w - t h r o u g h  

to  a n y  o t h e r  p u b l i c  e n t i t y  . .  .  t h e  n o n - p r o f i t  p r o l i f e r a t i o n  and  

I  r e a l i z e  t h a t  som ebody e l s e ' s  s t a t e s m a n s h ip  m ig h t  be  my p o rk  

o r  v i c e  v e r s a ,  b u t  we c e r t a i n l y  w a n t  some a c c o u n t in g  t e c h n iq u e s  

an d  some c r e d i b i l i t y  an d  some a c c o u n t a b i l i t y  o f  th e  p u b l i c  n o n ­

p r o f i t s  b e c a u s e  t h e y  r e a l l y ,  r e a l l y  c a n  a b u s e  t h e  s y s te m  b a d ly .

May a s  w e l l  p r e d i c t  t h a t ,  e v e n  th o u g h  I  f e e l  s t r o n g e r  t h a t  th e  

l e g i s l a t i v e  g ro u p  h a s  a n  o b l i g a t i o n / o p p o r t u n i t y  t o  s e e  t o  i t  

t h a t  t h e i r  a p p r o p r i a t io n s  g e t  w h e re  t h e y ' r e  su p p o se d  to  b e ,  

and  n o b o d y  i n  t h e  m id d le  s t a r t s  s c r e w in g  a ro u n d  w i t h  them  e i t h e r .

T h e  n o n - p r o f i t  a c c o u n t a b i l i t y  m u s t be t h e r e .  I t ' s  j u s t  g o t  t o  

be t h e r e .

SENATOR JOHN SA C K ETT  -  S m ith  i s  now D e p u ty  C o m m is s io n e r  o f  

A d m i n i s t r a t i o n ;  h e ' s  no lo n g e r  s t a t e  i n t e r n a l  a u d i t o r .  T h e y  

d o n ' t  h a v e  one r i g h t  no w .

SENATOR B I L L  RAY -  M r . C h a ir m a n , p e rh a p s  on  L in e  16 i f  we 

e l i m i n a t e  th e  w o rd  r e c i p i e n t  an d  p u t  i n  t h e r e  n o n - p r o f i t  c o r p o r a t io n ,  

t h a t  m ig h t  . . . t h a t  m ig h t  e l i m i n a t e  t h e  m u n i c i p a l i t i e s  f ro m  th e  

. .  . f ro m  th e  t r o u b le  an d  w o u ld  j u s t  p u t  t h e  b u rd e n  on th e
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SENATOR JOHN S A C K ETT  (R e a d in g  am ended b i l l  la n g u a g e )  -  S o , w hen 

t h e  d e p a r tm e n t  w h e re  t h e  a p p r o p r i a t io n  i s  made r e c e i v e s  t h e  

a g re e m e n t  e x e c u t e d  b y  t h e  n o n - p r o f i t  c o r p o r a t io n  . .  .

SENATOR B I L L  RAY -  B y ,  y o u  p r o b a b ly  . . .  a  n o n - p r o f i t  c o r p o r a t io n .

I f  t h a t ' s  w h a t  t h e  i n t e n t  i s .  T h a t  w o u ld  e l i m i n a t e  t h e  m u n i c i p a l i t i e s  

g o in g  th ro u g h  t h e  a u d i t  d i v i s i o n  an d  w o u ld  e l i m i n a t e  them  

fro m  t h e  . . .  i n  o t h e r  w o rd s  i t  w o u ld  p u t  them  b a c k  i n t o  a lm o s t  

th e  sam e a s  th e  o r i g i n a l  H o u se  m e a s u r e , and  i t  w o u ld  be  p r o v id in g  

a  l i t t l e  b i t  d i f f e r e n t  f o r  t h e  . . .  f o r  t h e  n o n - p r o f i t  c o r p o r a t io n s .  

I n  f a c t ,  t h e y  w o u ld  h a v e  t o  do . . .  t h e y  w o u ld  be  th e  o n e s  t h a t  

w o u ld  h a v e  t o  do t h e s e  t h in g s  an d  n o t  t h e  m u n i c i p a l i t y  i t s e l f .

SENATOR JALM AR K ER TTU LA  -  T h a t  so u n d s  r e a s o n a b le .

SENATOR JOHN S A C K ETT  -  T h e n  s t i l l  h a v e  y o u r  w o rd in g  'u p o n  

c o m p le t io n  o f  t h e  p r o j e c t '  u n d e r  . . .

SENATOR B I L L  RAY -  Y a h  , I  w o u ld  t h i n k  t h a t  t h e r e  w o u ld  be some 

m e th o d , t h a t  b e f o r e  t h e  f i n a l  p a y m e n t i s  m ad e , t h a t  an  a u d i t  

s h o u ld  b e  p e r fo rm e d  o f  some t y p e  t o  s e e  t h a t  t h e s e  p e o p le  h a v e  

done w h a t  t h e y  h a v e .  I  c a n  rem em ber i n  t h e  p a s t ,  and  I  d o n ' t  

know  i f  i t ' s  g o t t e n  a n y  b e t t e r ,  b u t  b e c a u s e  o f  th e  w o rk lo a d  

on t h e  a u d i t  c o m m it te e , so m e tim e s  we w o u ld  go i n t o  a u d i t s  and  

th e  p e o p le  who w o u ld  n o t  f u n c t i o n ,  so  t o  s p e a k ,  w e re  lo n g  g o n e —  

t h r e e  o r  f o u r  y e a r s  g o n e . And t h e r e  w e re  no c u l p r i t .  T h e  o n ly  

v i c t i m  w a s  t h e  s t a t e  i t s e l f .  A s  f a r  a s  th e  m oney w as c o n c e r n e d , 

yo u  c o u ld  n e v e r  p u t  a  h a n d le  on a n y b o d y . T h e  i n d i v i d u a l s  t h e m s e lv e s ,  

t h e r e  w a s  no w ay  p o s s i b l e  y o u  c o u ld  g e t  a  h o ld  o f  th e m .

n o n - p r o f i t  c o r p o r a t i o n  i t s e l f .
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SE N ATOR JOHN SACKETT - Senator Hackney.

SENATOR GLEN HACKNEY -  I  c e r t a i n l y  d o n ' t  h a v e  a n y  q u a lm s  

a b o u t  p r o v id in g  f o r  some k in d  o f  a u d i t  t r a i l ,  b u t  I  d o n ' t  

w a n t  t h a t  damn d e p a r tm e n t  t o  come i n  t h e r e  an d  h a v e  a  f i f t e e n  

p ag e  fo rm  t h a t  som ebody who g e t s  a  $ 3 0 ,0 0 0  g r a n t  i s  g o in g  t o  h a v e  

t o  f i l l  o u t  i n  q u i n t u p l i c a t e  i n  o r d e r  t o  p ro v e  how t h e y  s p e n t  

th e  m o n ey .

SENATOR JALM AR K ER TTU LA  -  M r . C h a irm a n , w hy d o n ' t  we b r in g -  up 

th e  C o m m is s io n e r  o f  A d m i n i s t r a t i o n ,  i t s  h i s  r e s p o n s i b i l i t y ,  

and  t e l l  h im  j u s t  t h a t .  S a y ,  we w a n t  l o g i c ,  an d  we w a n t  

a c c o u n t a b i l i t y ,  b u t  we d o n ' t  w a n t  b u rd e n so m e  b u r e a u c r a c y .

W hat w i l l  y o u  do t o  re s p o n d  t o  t h i s ?  I  t h i n k  h e ' s  t h e  man 

w h e re  t h e  b u c k 's  g o t  to  s t o p  i n  t h i s  p a r t i c u l a r  c a s e .  B r in g  

h im  up h e r e  and  t e l l  h im  t h a t — an d  a s k  h im .

SENATOR JOHN SA C K ETT  -  M r . H o g an .

JA Y  HOGAN -  M r . C h a ir m a n , p a r t  o f  t h e  t h i n k i n g  b e h in d  c r e a t i n g  

a s p e c i a l  a c c o u n t  t o  go th r o u g h  t h e  D e p a r tm e n t  o f  A d m in i s t r a t io n  

i s  so m ew hat r o o t  i n  h i s t o r y .  When th e  g r a n t s  u se d  to  go th ro u g h  

w i t h o u t  g r e a t  d i f f i c u l t y ,  t h e y  w e re  f o r m a l l y  a p p r o p r ia t e d  to  th e  

D e p a rtm e n t  o f  A d m in i s t r a t io n — p a id  b y  t h e  C o m m is s io n e r . I f  

t h e y ' r e  a l lo w e d  to  go th r o u g h  th e  v a r i o u s  d e p a r t m e n t s ,  a s  t h i s  

c o m m itte e  s u b s t i t u t e  w o u ld  p r o p o s e , th e n  y o u  i n c r e a s e  t h e  o d d s ,

I  t h i n k ,  o f  h a v in g  t h e  v a r i o u s  d e p a r tm e n t s  g e t s  t h e i r  h o o k s  

i n t o  t h e  a p p r o p r i a t io n .  Yo u  m ay w a n t  t o  c o n s id e r  f u n n e l in g  a l l  

o f  t h e s e  i t e m s  th ro u g h  t h e  D e p a r tm e n t  o f  A d m in x s t r a t io n ,  and

SENATOR GLEN HACKNEY -  M r. C h a irm a n .
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th e n  t h e r e  i s  o n ly  one  a g e n c y  w i t h  w h ic h  t h e  l e g i s l a t u r e  

w o u ld  h a v e  t o  d e a l  i f  t h e  g r a n t s  w e re  g o in g  o u t  s l o w l y ,  r a t h e r  

th a n  a l l  e ig h t e e n  o r  n in e t e e n  a g e n c ie s .

SENATOR JOHN S A C K ETT  -  Do y o u  w a n t  t h e  c o m m is s io n e r  up h e r e ?  

SENATOR JALM AR K ER T T U LA  -  I ' d  s u r e  l i k e  t o  s e e  h im . I  t h i n k  

we c o u ld  e x p r e s s  o u r  i n t e r e s t  i n  t h i s  s u b je c t  t o  h im  p r e t t y  

t h o r o u g h ly ,  a n d  he  c o u ld  a l s o  p r o b a b ly  d e s ig n  a  co m m itm e n t o f  

a  m in im um  o i' a c c o u n t in g  b u t  a  n e c e s s a r y  m in im u m . I  h ad  t h e  

sam e e x p e r ie n c e  i s  t h e  r e a s o n  t h a t  I 'm  b o th  w a y s  on t h e  s u b j e c t .  

When y o u  p u t  a  s m a l l  g r a n t  i n  t o  do a  s p e c i f i c  t h in g  

and  f o u r  y e a r s  l a t e r  i t  s t i l l  i s n ' t  d one an d  t h e y ' v e  g o t  i t  

a l l  t a n g le d  up i n  th e  b u r e a u c r a c y ,  and  I  c a n  p o in t  t o  

them  so  I  k n o w , th e n  a l l  o f  a  su d d e n  y o u  h a v e  a h o lo c a u s t  a s  

a  r e s u l t  o f  p e rh a p s  n o t  c o m p le t in g  t h e  p r o j e c t ;  y o u  g e t  p r e t t y  

mad a b o u t  i t .

SENATOR JOHN SA C K ETT  -  O k a y , f o r  t h e  n e x t  tw o  d a y s ,  i f  R e s o u r c e s  

d o e s n ' t  m e e t f ro m  1 :3 0  p .m . to  3 :0 0  p .m . do y o u  w a n t  t o  m e e t 

h e r e  i n  a d d i t i o n  f ro m  8 :3 0  a .m . t o  1 0 :0 0  a .m .?

U N ID E N T IF IE D  S P EA K ER  -  Y o u  m ean t o  3 :0 0  o ' c l o c k ?

SENATOR JOHN S A C K ETT  -  Y a h ,  1 :3 0  p .m . t o  3 :0 0  p .m .

SENATOR B I L L  RAY -  I  c a n ' t .  I  h a v e  J u d i c i a r y  to m o rro w  a t  

1 :3 0  p .m .

SENATOR JOHN SA C K ETT  -  S k ip  i t .

SENATOR RAY -  H a , h a ,  h a ,  I ' d  l i k e  to  b u t  w e ' r e  p u t t in g  on 

SB 239 to m o rro w .

SENATOR JOHN SA C K ETT  -  W hat i s  i t ?

SENATOR B I L L  RAY -  T h e  new c o d i f i c a t i o n .  W hat a r e  we w o r k in g  

on h e r e ?
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SENATOR JALM AR K ER TTU LA  -  Why d o n ' t  we come i n  a  l i t t l e  l a t e r  

to m o rro w , l i k e  a t  2 :0 0  o r  2 :1 5  p .m . an d  m aybe B i l l  c o u ld  g e t  

t h a t  f i r s t  on  t h e  J u d i c i a r y  c a le n d a r — acco m m o d ate  e a c h  o t h e r .  

SENATOR JOHN SA C K ETT  -  Y a h  , we c o u ld  do i t  l a t e r .  B u t  y o u  

c o u ld  m ake i t  to d a y  th o u g h ?

SENATOR B I L L  RAY -  O h, y e s .

SENATOR JOHN SA C K ETT  -  Y a h  , we h a v e  t h e  p e rm a n e n t  fu n d  a t

1 :3 0 ,  b u t  I ’ l l  t r y  an d  up i t  t o  1 :0 0  p .m .

SENATOR B I L L  RAY -  O k a y .

SENATOR JOHN SA C K ETT  -  And th e n  m aybe 2 :0 0  o r  2 :1 5  to m o rro w .

O k a y , i n  t h e  m e a n t im e , w e ' l l  h a v e  t h e  c o m m is s io n e r  come b a c k

on t h i s  o n e .

SENATOR GEORGE HOHMAN -  M r . C h a ir m a n .

SENATOR JOHN SA C K ETT  -  S e n a t o r  Hohm an.

SENATOR GEORGE HOHMAN -  W ere t h e r e  a t t o r n e y  g e n e r a l 1s  o p in io n s  

on t h i s ?

JA Y  HOGAN -  M r . C h a ir m a n , on t h i s  b i l l ?

SENATOR GEORGE HOHMAN -  Y e s ,  on  t h i s  s u b j e c t .

JA Y  HOGAN -  N o .

SENATOR JALM AR K ER TTU LA  -  He t e s t i f i e d  on i t .

JA Y  HOGAN -  P r o b a b ly  . .  .

SENATOR JOHN SA C K ETT  -  Y a h  h i s  l e t t e r  w o u ld  be . . .

JA Y  HOGAN -  Y a h  , h i s  l e t t e r  o f  l a s t  y e a r  i s  p r o b a b ly  t h e  b e s t  

and  c l o s e s t  t h i n g .

SENATOR JOHN SA C K ETT  -  W ould  y o u  g e t  a  c o p y  f o r  e v e r y  m em ber?

SENATOR JOHN SACKETT -  H ouse B i l l  6 0 .
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JA Y  HOGAN -  I  t h i n k ,  M r . C h a ir m a n , t h a t  y o u  p r o b a b ly  a l r e a d y  

h a v e  t h e s e  a t  y o u r  d e s k .  I t ' s  t h i s  p in k  s e c t i o n — t h e  f i r s t  

p in k  s e c t i o n — o f  l a s t  y e a r ' s  c a p i t a l  b u d g e t  an d  su m m ary .

SENATOR GEORGE HOHMAN -  W h ere  a r e  t h o s e  a t ?

SENATOR B I L L  SUMNER -  T h a t ' s  p r o b a b ly  a n  o p in io n  o n ly  o p e r a t i v e  

f o r  l a s t  y e a r .

JA Y  HOGAN -  I t  b e g in s  on  p a g e  4 7 ,  t h e  a c t u a l  .  .  . w e l l  t h e  l e t t e r .  

SENATOR GEORGE HOHMAN -  I  d o n ' t  h a v e  t h e  d o c u m e n t .

JA Y  HOGAN -  O h .

SENATOR JOHN SA C K ETT  -  X e r o x  i t  o f f  an d  p u t  i t  i n  e a c h  o n e 's  p a c k e t .  

JA Y  HOGAN -  A l l  r i g h t .

SENATOR GEORGE HOHMAN -  I t  se e m s t o  me .  . . i s  t h e r e  o t h e r  m a t e r i a l  

: h a t  we s h o u ld  h a v e  i n  o u r  f i l e ?

GARREY P ES K A  -  M r. C h a ir m a n , we w i l l  i n v i t e  C o m m is s io n e r  o f  

A d m in i s t r a t io n  o v e r ,  and  h i s  d e p u t y ,  M r . S m it h ,  o v e r  w i t h o u t  

h a v in g  c o p ie s  o f  a l l  o f  t h e  r e g u l a t i o n s  t h a t  h a v e  b e e n  d r a f t e d —  

t h e  p ro p o s e d  r e g u l a t i o n s  t h a t  h a v e  b e e n  d r a f t e d  f o r  t h i s  y e a r — a s  

w e l l  a s  an  o p in io n  fro m  B i l l y  B e r r i e r  r e g a r d in g  th e  l a c k  o f  t h e  

i n t e r n a l  a u d i t o r ' s  a u t h o r i t y  t o  d r a f t  t h o s e  r e g u l a t i o n s .  I ' l l  h a v e  

t h a t  i n  a l l  y o u r  f i l e s .

SENATOR GEORGE HOHMAN -  M r . C h a ir m a n , some a p p r o p r i a t io n s  w e re  

n e v e r  s p e n t .  W here  d o e s  t h i s  ( i n a u d i b l e ) . W ou ld  y o u  g iv e  u s  an  

e x a m p le .

JA Y  HOGAN -  M r . C h a ir m a n , I  c a n  g e t  t h e  l i s t  i n  j u s t  a  m om ent. 

T h e y ' r e  n o t  h e r e .  I ' l l  go g e t  th e m .

SENATOR GEORGE HOHMAN -  W hat i s  t h e  n a t u r e  o f  t h o s e  p r o j e c t s .  Why 

w e re  t h e y  n o t  s p e n t ?  C an  y o u  c a t e g o r i z e  them  i n t o  c e r t a i n  a r e a s ?
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JA Y  HOGAN -  M r . C h a irm a n , t h e r e  w e re  a v a r i e t y  o f  r e a s o n s .

SENATOR GEORGE HOHMAN -  I ' l l  lo o k  a t  t h o s e .

JA Y  HOGAN -  Y a h  ,  t h e r e  a r e  s e v e r a l  h u n d re d .

SENATOR B I L L  RAY -  He p ic k e d  them  a s  he  w a n te d  th e m . He a l lo w e d  

some o f  th em  and  d i s a l lo w e d  o t h e r s .

JA Y  HOGAN -  When I  l a s t  c h e c k e d , M r . C h a irm a n , a t  t h e  end  

o f  J a n u a r y ,  t h e r e  w e re  s e v e r a l  h u n d re d  a p p r o p r i a t io n s  fro m  

l a s t  y e a r ' s  b u d g e t  fro m  w h ic h  n o t h in g  h ad  b e e n  s p e n t .

SENATOR GEORGE HOHMAN -  I  w o n d e r i f  we c o u l d n ' t  h a v e  t h a t  m a t e r i a l  

to m o rro w  ( i n a u d i b l e ) .

JA Y  HOGAN -  F i n e .

SENATOR JOHN S A C K ETT  -  T h i s  a f t e r n o o n ?  C o u ld  yo u  h a v e  i t  t h i s  

a f t e r n o o n ?

JA Y  HOGAN -  Y e s ,  I  h a v e  . . .  I  c o u ld  g e t  c o p ie s  r i g h t  n o w , 

i f  y o u 'd  l i k e  th e m .

SENATOR B I L L  RAY -  C o p y ( i n a u d i b l e )  a l s o  M r . C h a irm a n  b y  p u t t in g  

i n  t h e r e  t h a t  t h e  G o v e rn o r  d o e s  n o t  n e c e s s a r i l y  h a v e  to  f o l lo w  

t h i s ,  b u t  t h a t  i t  d o e s n ' t  mean t h a t  he  w o n ' t .

SENATOR JOHN S A C K ETT  -  I  know  i t .

SENATOR B I L L  RAY -  Rem em ber a l l  t h a t ?

SENATOR JOHN S A C K ETT  -  Y e s .  O k a y , w e ' l l  s t a r t  t h  30 p .m .

t o d a y .

R EC ES S
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SENATOR JOHN S A C K ETT  -  T h e  f i r s t  i t e m  o f  b u s in e s s  we h a v e  i s  

c o n t in u a t io n  o f  HB 578 am , and  we h a v e  a  c o u p le  o f  d i f f e r e n t  

p o s s i b i l i t i e s ,  i n c lu d in g  w h a t  cam e o v e r  f ro m  th e  H o u s e . O k a y , 

we h a v e  M r . S m ith  a n d , R o d , w hy d o n ' t  b o th  o f  y o u  come up h e r e .

T h e r e  w a s  a  q u e s t io n  t h i s  m o rn in g  r e g a r d in g  t h e  a d m in i s t r a t io n  

o f  g r a n t s  t h a t  h ad  g one o u t —r t h a t  h a d  b e e n  a p p r o p r ia t e d  

to  v a r i o u s  c o m m u n it ie s .  And t h e  n um ber o f  r e g u l a t i o n s  t h a t  

had  b e e n  p ro p o s e d  on t h a t .  I n  a d d i t i o n  t o  t h a t  t h e r e  i s  .  .  .

I  g u e s s  t h e  q u e s t io n  o f  c o n s t i t u t i o n a l i t y  w h ic h  y o u , M r . P e g u e s , 

had  w r i t t e n  t o  u s  a b o u t  l a s t  y e a r  i n  a  l e t t e r  t h a t  w a s  d a te d  

J u n e  1 ,  1 9 7 9 , q u e s t io n e d  t h e  v a l i d i t y  o f  some o f  t h e  a p p r o p r i a t i o n s .  

And i n  t r y i n g  t o  r e s o l v e  t h a t  i s s u e ,  w e 'v e  g o t  b e f o r e  u s  a  num ber 

o f  d i f f e r e n t  a l t e r n a t i v e s  o r  c o m m it te e  s u b s t i t u t e s .  And  f i r s t  o f  

a l l ,  f ro m  y o u  M r. P e g u e s , we n e e d  t o  know  w h a t ,  b a se d  on y o u r  

o p in io n  i n  t h e  l e t t e r  h e r e ,  w h a t  t h e  p o s i t i o n  i s  a t  t h e  p r e s e n t  

t im e  i n  t h e  a d m i n i s t r a t i o n .

SENATOR BILL RAY - What are we on now?

SENATOR JOHN SA C K ETT  -  H o u se  B i l l  5 7 8 . Go a h e a d .

ROD PEG U ES -  M r. C h a ir m a n , I ' v e  h ad  a n  o p p o r t u n i t y  t o  r e a d  o v e r  

th e  c o m m it te e  s u b s t i t u t e  f o r  HB 578 am , b y  t h e  f in a n c e  c o m m itte e  

i n  t h e  H o u s e , and  I  w o u ld  s a y  t h a t ,  on  i t s  f a c e ,  i t  i s  p e r f e c t l y  

v a l i d .  T h e  o t h e r  c o m m itte e  w o r k in g  d r a f t  I ' v e  j u s t  h a d  an  

o p p o r t u n i t y  t o  g la n c e  t h r o u g h ,  an d  I  am n o t  r e a l l y  a b le  to  com m ent 

on i t ,  a l t h o u g h  t h e  f i r s t  p a r t ,  g r a n t  t o  m u n i c i p a l i t i e s ,  a p p e a r s  

to  be  q u i t e  p e r m i s s i b l e ,  an d  I  d o n ' t  s e e  a n y t h in g  w ro n g  w i t h  i t .

AFTER RECESS 1 : 4 5  p .m .
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T h e r e  a r e  some . . .  t h e  p ro b le m  w i t h  t h e  c o m m it te e  s u b s t i t u t e  

f o r  HB 578 am , w o u ld  come i n  t h e  m u n i c i p a l i t y ' s  a d m in i s t r a t io n  

o f  t h e  g r a n t ,  an d  how t h e  g r a n t  w as m ad e .

SENATOR B I L L  RAY ( i n  t h e  m o m e n ta ry  a b s e n c e  o f  C h a irm a n  S a c k e t t )  -  

W h i le  h e ' s  g o n e , c a n  I  a s k  y o u  a  q u e s t io n  w h i l e  I 'm  h e r e ?

ROD PEG U ES -  S u r e l y .

SENATOR B I L L  RAY -  On t h e  g r a n t s  t o  n o n - p r o f i t  c o r p o r a t io n s ,  

on t h e  s e c o n d  p a g e , l i n e  9 — t h i s  i s  on th e  a u d i t — i s  t h e r e  some 

w ay t h a t ,  j u s t  on p u b l i c  n o n - p r o f i t  c o r p o r a t io n s ,  we c o u ld  

h a v e  a n  a u d i t  b e f o r e  t h e  f i n i s h  o f  t h e  . .  .  b e f o r e  t h e  f i n a l  

t h in g  i s  tu n e d  o u t — b e f o r e  yo u  m ake t h e  f i n a l  s i g n - o f f  o f  t h e  

w h o le  t h in g ?

SENATOR JALM AR K E R T T L L A  -  I f  y o u  had  10% w i t h h e ld  . . .

D IC K  SM ITH  -  I ' l l  go a h e a d  and  a n s w e r  t h a t .  I t ' s  q u i t e  p e r m i s s i b l e .  

You c o u ld  made an  e x a m in a t io n  . . .

SENATOR B I L L  RAY -  I  t h i n k  t h a t  w o u ld  s a t i s f y  a  l o t  o f  th e  p e o p le  

b e t t e r  t h a n  t h i s  d o e s ,  b e c a u s e  tw o  o r  t h r e e  y e a r s  l a t e r ,  b y  th e  

t im e  yo u  g e t  a ro u n d  t o  m a k in g  an  a u d i t  o r  s o m e th in g , e v e r y b o d y 's  

g o n e , t h e  m oney i s  g o n e , an d  th e  p e o p le  a r e  g o n e . And yo u  d o n ' t  

h a v e  a n y  c o n t r o l  o v e r  th e m .

D IC K  SM ITH  -  Y a h  ,  g e n e r a l l y  y o u ' r e  a u d i t i n g  t h e  p r o c e d u r e s .

SENATOR GEORGE HOHMAN (T e m p o r a r i l y  a c t i n g  a s  C h a irm a n ) -  S e n a t o r  

H a c k n e y .

SENATOR GLEN HACKNEY -  W hat k in d  o f  a u d i t  a r e  we t a l k i n g  a b o u t?

A C PA?

D IC K  SM ITH  -  I  w o u ld  a ssu m e  yo u  w o u ld  t a l k  a b o u t  a n  e x  . . .
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SENATOR GLEN HACKNEY -  No w a y . M r . C h a ir m a n , i f  we s t a r t  c a l l i n g  

f o r  CPA a u d i t s  on  e v e r y  o n e  o f  t h e s e  s t i n k i n g  l i t t l e  a p p r o p r i a t io n s  

t h a t  we p u t  o u t ,  w e ' r e  g o in g  t o  q u e e r  t h e  w h o le  t h i n g ;  i f  t h a t ' s  

t h e i r  i n t e n t i o n ,  t h e y  s h o u ld  s a y  s o .  Yo u  g e t  a  CPA f i r m  

in v o lv e d  i n  t h i s  t h in g  an d  y o u ' r e  g o in g  t o  h a v e  $ 5 ,0 0 0  t o  a u d i t  

$ 1 0 ,0 0 0  w o r t h  o f  g r a n t s .  A n d , b y  G o d , w e ' r e  n o t  g o in g  t o  h a v e  t h a t .  

D IC K  SM ITH  -  S o m e tim e s  i n  th e  p a s t  w h a t ' s  o c c u r r e d ,  y o u 'd  made 

a d i s t i n c t i o n  on t h e  am o u nt o f  t h e  g r a n t .  And I  c a n  t h i n k  o f  

on . . .  f o r  e x a m p le  p u p i l  t r a n s p o r t a t i o n ,  i f  t h e  g r a n t  e x c e e d e d  

$ 5 0 ,0 0 0 ,  t h e  s c h o o l  d i s t r i c t  c o u ld  p r o v id e  f o r  a n  e x t e r n a l  

e x a m in a t io n  b y  a  c e r t i f i e d  p u b l i c  a c c o u n t a n t .  F o r  t h o s e  t h a t  

f e l l  l e s s  ch a n  t h a t ,  i t  w a s  s u b j e c t  t o  e x a m in a t io n  b y  t h e  s t a t e .  

SENATOR GLEN HACKNEY -  M r . C h a ir m a n , I 'm  n o t  c o n c e rn e d  a b o u t  t h e  

b ig  g r a n t s .  I 'm  n o t  c o n c e rn e d  a b o u t  t h e  s c h o o l  d i s t r i c t s  

b e c a u s e  t h e y  r e t a i n  a u d i t  f i r m s ,  an d  t h a t ' s  r e a l l y  n o t  a p ro b le m .

Th e  o n e s  I 'm  c o n c e rn e d  a b o u t  a r e  t h e  s m a l l  g r a n t s  t h a t  w e 'r e  

c o n t i n u a l l y  f u n d in g .  And i t ' s  s im p le  h a r a s s m e n t  i f  y o u ' r e  g o in g  

to  m ake them  come i n  w i t h  a  b i g ,  c o m p l ic a t e d  a u d i t .

D IC K  SM ITH  -  Y o u ' r e  a b s o l u t e l y  r i g h t .  T h a t ' s  an  e x p e n s iv e  

e x a m in a t io n .

SENATOR GLEN HACKNEY -  D a rn  r i g h t .

D IC K  SM ITH  -  I  m ig h t  add o n e  o t h e r  t h i n g .  I n  m any i n s t a n c e s ,  

d e p e n d in g  upon  how yo u  c o n t r a c t  w i t h  a  c e r t i f i e d  p u b l i c  a c c o u n t a n t ,  

yo u  may g e t  a  f i s c a l  e x a m in a t io n ,  w hen a c c o r d in g  t o  th e  s u b s t i t u t e  

h e r e  y o u ' r e  r e a l l y  t a l k i n g  a b o u t  a n  e x a m in a t io n  t h a t  c o u p le s
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tw o  t h i n g s :  o n e , f i s c a l  c o m p lia n c e  a n d , a n o t h e r ,  c o m p lia n c e

t o  t h e  te r m s  o f  t h e  g r a n t .

SENATOR GEORGE HOHMAN -  S e n a t o r  R a y .

SENATOR B I L L  RAY -  T h e  o n ly  p ro b le m  I  h a v e ,  G le n ,  i s  t h a t  on 

a  l o t  o f  t h e s e  t h i n g s ,  t h e  p e o p le  g e t  t h e s e  g r a n t s  and  u s e  th e  

m o n e y , and  w e ' r e  l e f t  w i t h  egg  on o u r  f a c e  b e c a u s e  . .  .  t h e r e  

a r e  some t h a t  a r e  v e r y  g o o d , b u t  how a b o u t  t h e  o n e s  t h a t  a r e n ' t ?  

T h a t ' s  t h e  w h o le  t h i n g .

SENATOR GLENN HACKNEY -  W e l l ,  M r . C h a ir m a n , i t  a p p e a r s  to  me 

t h a t  t h e  o n e s  t h a t  p r e s e n t  u s  w i t h  egg  on o u r  f a c e s  . . .  i n  

o ne  c a s e  w e ' r e  g o in g  t o  h a v e  a u d i t e d  egg  an d  i n  t h e  o t h e r  c a s e  

w e ' r e  g o in g  t o  h a v e  u n a u d it e d  e g g , and  I  d o n ' t  s e e  t h a t  much 

d i f f e r e n c e ,  b e c a u s e  we s h o u ld  do some c h e c k in g  b e f o r e  we 

e v e n  b r in g  a  p r o j e c t  i n  h e r e ,  i t  seem s t o  m e.

SENATOR B I L L  RAY -  Y a h  , w e l l  i t  w o u ld  seem  t h a t  w a y , b u t  

I 'm  t a l k i n g  r e a l i t i e s  a n d  n o t  n e v e r ,  n e v e r  la n d  l i k e  we a lw a y s  

do— t h o s e  p r o j e c t s  t h a t  go o u t  o f  h e r e  w i t h  g r a n t s  and  yo u  

d o n ' t  know  w h a t  th e ', a r e ,  and  I  d o n ' t  know  w h a t  t h e y  a r e .

SENATOR GEORGE HOHMAN -  W e 're  d i s c u s s i n g  t h e  b i l l ,  t h e  c o m m itte e  

s u b s t i t u t e .

SENATOR B I L L  SUMNER -  M r . C h a ir m a n , I ' d  be  i n t e r e s t e d  i n  

d e t e r m in in g  w h a t  s o r t  o f  c o s t  w o u ld  b e  i n v o l v e d .  I  t e n d  t o  

a g re e  w i t h  S e n a t o r  H a c k n e y . I t  lo o k s  t o  me l i k e  t h e  w ay  i t s  

d r a f t e d  t h e r e  on  l i n e  . . .  i t  c a n  a l lo w  . . .  on  r e q u e s t  yo u  

c a n  h a v e  t h a t  o p t io n  t o  r e q u i r e  o r  r e q u e s t  an  a u d i t  b y  th e  

s t a t e .  Yo u  h a v e  t h a t  o p t io n  th e  w ay  i t ' s  d r a f t e d  t h e r e  now .



D IC K  SM ITH  -  U n f o r t u n a t e l y ,  I  j u s t  saw  c o p ie s .  When yo u  

u s e  th e  p h r a s e  " o n  r e q u e s t , "  w h o se  r e q u e s t  i s  t h a t ?  I s  t h a t  . . 

SENATOR B I L L  SUMNER -  I t  w o u ld  seem  to  me i t  c o u ld  be e i t h e r .  

D IC K  SM ITH  -  I  w o u ld  ho p e  s o .

SENATOR B I L L  SUMNER -  I t  c o u ld  be a  r e q u e s t  o f  t h e  D e p a rtm e n t  

o r  t h e  s t a t e .

D IC K  SM ITH  -  T y p i c a l l y  we w o u ld  f i n d  t h a t  i f  p r o c e d u r e s  h a v e  

gone b a d , i f  t h e r e  i s  a  q u e s t io n  a b o u t  t h e  p r o p r i e t y  o f  

e x p e n d i t u r e  m o n e y , g e n e r a l l y  y o u  w o u ld  n o t  m ake a  r e q u e s t  f o r  

an  e x a m in a t io n .  B u t  t h e  s t a t e ,  o f  c o u r s e ,  w o u ld  w a n t  t o  r e q u e s t  

t h a t  e x a m in a t io n ,  i n  f a c t  m ake a n  e x a m in a t io n .

SENATOR B I L L  SUMNER -  I  j u s t  h a t e  t o  g e t  i n t o  a p o s i t i o n  w h e re  

we h a v in g  g e n e r a t e d  a  p a p e rw o rk  m a c h in e  . . .  I  c a n  u n d e r s t a n d  

w a n t in g  to  g u a rd  a g a i n s t  som ebody r u n n in g  a w ay  w i t h  t h e  p r o j e c t ,  

b u t  i t  seem s t o  me t h a t  i f  y o u  a u d i t  a t  t h e  end  o f  t h e  p r o j e c t  

in s t e a d  o f  a n  o n g o in g  s u r v e i l l a n c e ,  t h a t  i f  t h e y ' r e  g o in g  

to  r u n ,  t h e y ' r e  g o in g  t o  r u n .

D IC K  SM ITH  -  So lo n g  a s  t h e r e  i s  an  e x a m in a t io n  m a d e , I  w o u ld  

t h i n k  a t  t h a t  p o in t  a l t h o u g h  t h e  m oney an d  t h e  te rm s  o f  t h e  

g r a n t  m ig h t  h a v e  b e e n  e x h a u s t e d ,  a t  l e a s t  y o u  h a v e  t h e  

r e s p o n s i b i l i t y  t o  b e  a b le  t o  h o ld  b a c k  fro m  o t h e r  fu n d s  t h a t  

m ig h t  be due  t h e  s u b d i v i s i o n .

SENATOR B I L L  SUMNER -  W e l l ,  t h a t  w o u ld  b e  t r u e  i n  th e  c a s e  o f  

m u n i c i p a l i t i e s ,  b u t  n o t  n e c e s s a r i l y  t r u e  i n  t h e  c a s e  o f  t h e  

n o n - p r o f i t .  I  d o n ' t  k n o w . I t  lo o k s  t o  me l i k e  w e ' r e  t a l k i n g  

r i s k .  And I  d o n ' t  s e e  t h a t  t h o s e  r i s k s  a r e  s i g n i f i c a n t l y



d im in is h e d  a s  a  r e s u l t  o f  o u r  lo o k in g  a t  t h e  end  o f  i t ,  and  

m aybe s a v in g  1 0 %.

ROD PEGUES -  W e l l ,  i f  I  m ay p o in t  o u t ,  b a c k  i n  t h e  1 9 5 0 's  

t h e  E is e n h o w e r  a d m i n i s t r a t i o n  d id  aw ay  w i t h  th e  a u d i t  on  t h e  

p a p e r  t a x  s ta m p  t h a t  w a s  p la c e d  on c i g a r e t t e  p a c k a g e s ,  an d  t h e  

lo s s e s  w e n t  up 500% . When t h e y  r e i n s t a t e d  t h e - a u d i t ,  t h e  lo s s e s  

d e c l in e d  500% . S o , a n  a u d i t  seem s to  h a v e  a  b e n e f i c i a l  a f f e c t  

on th e  c o n d u c t  o f  t h e  p ro g ra m  o u t  t h e r e .

SENATOR’ B I L L  SUMNER -  B u t  w h a t  d o e s  i t  c o s t  f o r  t h e  a u d i t .

ROD PEGUES -  W e l l ,  i f  y o u ' r e  d o in g  s a m p lin g  a u d i t s  r a t h e r  th a n  .

y o u  w o u ld n ' t  a u d i t  e v e r y t h i n g .  I f  y o u ' r e  d o in g  s a m p lin g  a u d i t s ,

and  a  p e r s o n  kn o w s h e ' s  l i a b l e  to  be a u d i t e d ,  h e ' l l  do a  b e t t e r  

jo b  o f  k e e p in g  t r a c k  . .  .

SENATOR B I L L  SUMNER -  I  ( i n a u d i b l e )  t h e  a u t h o r i t y  t o  a u d i t .  I  

th o u g h t  yo u  had  t h a t  t h e  w ay  i t ' s  w r i t t e n  n o w .

ROD PEGUES -  I  t h i n k  i t  i s .

SENATOR B I L L  SUMNER -  I  j u s t  d o n ' t  w a n t  t o  s e e  w h e re  t h e r e ' s

a  m a n d a to ry  a u d i t  on  e a c h  an d  e v e r y  p r o j e c t .  I  d o n ' t  t h i n k

t h a t ' s  n e c e s s a r y .  Do y o u  t h i n k  i t ' s  n e c e s s a r y ?

SENATOR JALM AR K ER T T U LA  -  A t  l e a s t  f o r  s m a l l  a m o u n ts .

SENATOR JOHN S A C K ETT  -  L i k e  a  $ 3 0 ,0 0 0  o r  $ 4 0 ,0 0 0  g r a n t  t h a t  

we g iv e  to  som ebody— e v e n  $ 2 0 , 000— s o m e th in g  l i k e  t h a t .

D IC K  SM ITH -  I  w o u ld  t h i n k  i n  m any c o n d i t i o n s ,  p o s s i b l y  e v e n  

on a  s m a l l  g r a n t ,  y o u  w o u ld  w a n t  t o  m ake an  e x a m in a t io n .  B u t ,  

i f  yo u  fo u n d  t h a t  t h e  p r o c e d u r e s  an d  t h e  m e c h a n ism s  w e re  w o rk in g  

p r o p e r l y  u n d e r  t h o s e  c o n d i t i o n s ,  th e n  m aybe t h e  n e x t  t im e  o r  

th e  t im e  a f t e r  t h a t  y o u  c o u ld  r e l y  upon th o s e  c o n d i t i o n s .



SENATOR JOHN S A C K ETT  -  O k a y , h a v e  we d is c u s s e d  w h a t  t h e  

p r o c e d u r e s  a r e ?  I  t h i n k  t h a t ' s  o n e  o f  t h e  k e y  p r o b le m s .

SENTATOR B I L L  SUMNER -  No we h a v e  n o t .

SENATOR JOHN' S A C K ET T  -  O k a y , y o u  know  t h e  p r o c e d u r e s  t h a t  yo u  

s e t  up b y  w h ic h  t h e y ' r e  g o in g  t o  f i r s t  g e t  t h e  g r a n t  an d  th e n  

o p e r a t e  w i t h ,  I  t h i n k  a r e  one  o f  t h e  k e y  e le m e n t s  t h a t  w e 'v e  

fo u n d  fro m  p e o p le  co m in g  b a c k  t o  u s  fro m  m u n i c i p a l i t i e s  s a y in g  

t h a t  t h e y  h a v e n ' t  r e c e i v e d  t h e  g r a n t  f o r  a  num ber o f  r e a s o n s —  

th o s e  b e in g  p r i m a r i l y  t h e  fo rm s  t h a t  t h e y  h a v e  t o  f i l l  o u t .  

SENATOR B I L L  RAY -  W e l l ,  t h e  o n ly  p ro b le m  I  h a v e ,  M r . C h a ir m a n , 

and  I  know  t h a t  i t ' s  p r o b a b ly  i n  t h e  m in o r i t y  b e c a u s e  m o st o f  

th e  g r a n t  r e c i p i e n t s  a r e  c a p a b le  o f  g o in g  a h e a d  an d  a d m in i s t e r i n g  

t h e  p ro g ra m s . B u t ,  o ne  t h a t  I  w as r e s p o n s ib l e  i n  g e t t i n g  th e  

m oney f o r ,  I  fo u n d  o u t  i t  w a s  f o r  a l c o h o l i s m  up i n  t h e  A n c h o ra g e  

a r e a ,  and  come t o  f i n d  o u t ,  t h e  g u y  who r a n  i t  p a id  h i s  own 

r e t i r e m e n t .  He jo in e d  t h e  t e a m s t e r s  r e t i r e m e n t  fu n d  an d  h ad  

h i s  own r e t i r e m e n t  o u t  o f  t h e  m oney and  n e v e r  k e p t  an^ r e c o r d s —  

d i d n ' t  k e e p  a n y t h in g  a t  a l l  e v e r .  And t h i s  w a s  a  p r e t t y  good 

s i z e d  g r a n t  b y  t h e  t im e  i t  w a s  o v e r .  I  t h i n k  i t  w a s  a ro u n d  

$ 1 5 0 ,0 0 0  t o  $ 2 0 0 ,0 0 0  a n d  n o b o d y  kno w s a n y t h in g  a b o u t  i t .  T h e  

m oney i s  g o n e , an d  h e ' s  g o n e .

SENATOR JOHN S A C K ET T  -  R ig h t .  T h e r e  h a s  t o  b e  some m e ch a n ism  

b y  w h ic h  we m ake s u r e  t h in g s  l i k e  t h a t  d o n ' t  h a p p e n . On t h e  

o t h e r  h an d  we s h o u ld  m ake i t  n o t  so  co m b e rso m e , p a r t i c u l a r l y  

to  m a n i c i p a l i t i e s . W e l l  ( i n a u d ib l e )  t h e  i n c i d e n t  how t h e y  do 

w i t h  t h e  s e n io r  c i t i z e n s  i n  A n c h o ra g e . T h e y  d i d n ' t  h a v e  a n y



c o m p la in t  o v e r  t h a t  u n t i l  a f t e r  .  .  .

SENATOR JALM AR K ER TTU LA  -  Yo u  d e l i v e r e d  $ 1 ,5 0 0  an d  c o s t  

$ 6 3 .5  ( i n a u d i b l e ) .

SENATOR JOHN SA C K ETT  -  T h o s e  a r e  t h e  t y p e  o f  t h in g s  t h a t  

s h o u ld n ' t  h a p p e n . I  m ean t h e r e  s h o u ld  be  s a f e g u a r d s  o f  

t h a t  t y p e  w i t h o u t  b e in g  e x t r e m e ly  cum bersom e f o r  p e o p le  

t h a t  a r e  ( i n a u d i b l e ) .  Go a h e a d , M r . S m it h ,  how do y o u  re s p o n d  

t o  s o m e th in g  l i k e  t h a t ?

D IC K  SM ITH  -  I  t h i n k  one  o f  t h e  w a y s  to  r e s p o n d , M r . C h a ir m a n , 

m em bers o f  t h e  c o m m it te e , i s  t h a t  i n  m any in s t a n c e s  th e  S t a t e  o f  

A la s k a  h a s  n o t  e x e r c i s e d  u n i fo r m  g r a n t  p r o c e d u r e s  t o  show  

c o m p lia n c e  to  a l l  t h e  g r a n t s ,  w h e th e r  t h e y  be to  a n o n - p r o f i t  

o r  t o  a p o l i t i c a l  s u b d i v i s i o n .  I  t h i n k  we h a v e  b e e n  s u b je c t  

t o  a f a i r  am o unt o f  c r i t i c i s m  i n  t h e  p a s t ,  w h e th e r  i t  be  i n  an  

in s t a n c e  o f  a c o u r t  c a s e ,  o r  w h e th e r  i t  be  i n  in s t a n c e s  o f  

a p p e a ls  to  g r a n t  p r o c e d u r e s .  We a t t e m p t e d , n o t  to o  lo n g  a g o , 

t o  a t te m p t  t o  s e t  up u n i fo r m  g r a n t  p r o c e d u r e s  t o  g o v e rn  a l l  

. . . 1  t h i n k  so  . .  .  t h a t  w a s  a im e d  t o  g o v e rn  e v e r y t h in g  t h a t ' s  

n o t  c o n d i t io n a l  upon a n y  s p e c i f i c  p ro g ra m  r i g h t  no w .

SENATOR JOHN SA C K ETT  -  W h a t 's  t h e  w is h  o f  t h e  c o m m it te e ?

SENATOR GLEN HACKNEY -  W e l l ,  M r . C h a irm a n .

SENATOR JOHN SA C K ETT  -  S e n a t o r  H a c k n e y .

SENATOR GLENN HACKNEY -  I  w a n t  on t h e  ta p e  f o r  r e c o r d ,  some 

k in d  o f  a s s u r a n c e  fro m  t h e s e  c a t s  t h a t  i f  we do p a s s  t h i s  

b i l l  o u t ,  w e ' r e  n o t  g o in g  to  end  up a n yw a y  w i t h  a b u n ch  o f  

r e g u l a t i o n s  l i k e  t h i s ,  w h ic h  a r e  g o in g  t o  h a r a s s  t h e  p e o p le

- 2 4 -



who a r e  g e t t i n g  t h e s e  g r a n t s  i n  a d d i t i o n  t o  w h a t ' s  c a l l e d  

f o r  i n  t h e  b i l l .  I  h a v e  no o b je c t io n  t o  a u d i t s  w h a t s o e v e r  

on  t h e  l a r g e r  g r a n t s .  B u t ,  I ' l l  be  d a rn e d  i f  I 'm  g o in g  to  

h a v e  p e o p le  r u n  th r o u g h  a w h o le  b u n c h  o f  h o o p s j u s t  b e c a u s e  

th e  a d m i n i s t r a t i o n  w a n t s  t o  do i t .

SENATOR B I L L  RAY -  M r . C h a ir m a n , m aybe we c o u ld  a s k  .  .  .

SENATOR JOHN SA C K ETT  -  I  w o n d e r i f  we c o u ld  g e t  a n  a n s w e r

to  t h a t .

SENATOR B I L L  RAY -  S u b s e c t io n  (b ) on  h e r e ,  on  b o th  o f  t h e s e ,  

d o e s  t h i s  s t a r t  f r e s h ,  an d  a r e  t h e s e  r e g u l a t i o n s  im p le m e n te d  

now , and  how d o e s  t h a t  w o rk ?  D oes t h i s  m ean no a d d i t i o n a l  

r e g u l a t i o n s ,  o r  w h a t?  W e 'v e  g o t  a  w h o le  b u n c h  o f  r e g u l a t i o n s  

t h a t  h a v e  b e e n  a d o p te d  a l r e a d y  h a v e n ' t  y o u , G le n ?

SENATOR GLEN HACKNEY -  M r . C h a ir m a n , I  d o n ' t  b e l i e v e  t h e y ' r e  

a d o p te d  a s  y e t .

SENATOR B I L L  RAY -  A re  t h o s e  a d o p te d ?

SENATOR JOHN S A C K ETT  -  N o , n o t  y e t .

SENATOR GLEN  HACKNEY -  W e 're  s a f e .  W e 're  o k a y  on t h e s e .  We 

d o n ' t  w a n t  t o  s e e  them  c r o p  up a g a in .

SENATOR B I L L  RAY -  W e l l ,  t h i s  s a y s  t h a t  t h e y  c a n ' t  do a n y t h in g .  

SENATOR JOHN SA C K ETT  -  Do y o u  c a r e  t o  re s p o n d ?

ROD PEG UES -  W e l l ,  w h a t  i t ,  t h e ,  I  m ean y o u  c a n n o t  e x e c u t e  a 

la w  w i t h o u t  a p p ly in g  i t  a l l  t h e  t im e .  S o , w h a t  i t  m eans i s  

j u s t  ad  h o c  a p p l i c a t i o n ,  b u t  i t  m eans t h e r e  w i l l  be  no 

r e g u l a t i o n s  on  i t .  T h e r e ' l l  be  no w r i t t e n  r u l e s  s e t  d o w n .



When som eone w a lk s  th ro u g h  th e  d o o r ,  e a c h  on e  w i l l  be 

h a n d le d  on a n  ad  h o c  b a s i s .  T h e r e  i s n ' t  m uch le e w a y  f o r  

d o in g  t h a t  a n y w a y  h e r e .  Yo u  know  g r a n t s  a r e  c o n t r a c t s .  T h e  

p e r s o n  w h o 's  t h e  g r a n t  r e c i p i e n t  i s  a  c o n t r a c t o r ,  an d  h e ' s  

a g r e e in g  t o  do s o m e th in g  f o r  t h e  g r a n t o r .  So  w e ' r e  i n t o  a n  

a r e a  o f  c o n t r a c t s ,  an d  i t ' s  a  v e r y  c o m p le x  a r e a .  T h e r e  a r e  

a l l  s o r t s  o f  t h in g s  t h a t  a p p ly  h e r e  t h a t  t h e  b i l l s  d o n ' t  

a d d r e s s :  t h e  r u l e s  g o v e r n in g  m u n ic ip a l  c o n t r a c t i n g ,  e i t h e r  

t h e i r  own c h a r t e r s ,  i f  t h e y ' r e  hom^i r u l e  m u n i c i p a l i t i e s ,  o r  

s t a t e  la w s  i f  t h e y ' r e  n o t .  I  d o n ' t  know  how t h i s  c o in c id e s  

w i t h  t h o s e  p r o v i s i o n s .  I  d o n ' t  know  i f  w h e re  w e ' r e  d e a l in g  

w i t h  a  s i t u a t i o n ,  I  b ro u g h t  a lo n g  HB 6 0 ,  w h e re  we g i v e  a  g r a n t  

to  a c i t y  f o r  a  s p e c i f i c  p ro g ra m — we h a v e  one  h e r e ,  $ 3 2 ,0 0 0  t o  

th e  C i t y  an d  B o ro u g h  o f  S i t k a  f o r  e d u c a t io n  o f  h a n d ic a p p e d  

c h i l d r e n  fro m  b i r t h  t o  a g e  t h r e e .  S i t k a  w i l l  becom e t h e  s u b s e q u e n t  

g r a n t o r ,  and  i t  w i l l  m ake a  c o n t r a c t  w i t h  so m e b o d y , t h e  s c h o o l  

d i s t r i c t  o r  so m eb o d y , f o r  t h i s  p ro g ra m . W here  we name th e  

c o n t r a c t o r ,  we r a i s e  a l l  s o r t s  o f  new  q u e s t io n s .  I  d o n ' t  know 

i f  S i t k a  o r  w h o e v e r , B e t h e l ,  c a n  c o n t r a c t  t h a t  w a y , o r  i f  t h e y  

h a v e  to  a s k  f o r  b i d s .  I f  t h e y  h a v e  t o  a s k  f o r  b id s  an d  som eone 

e l s e  i s  t h e  lo w  b id d e r ,  c a n  t h e y  sp e n d  t h e  m o n e y . I  d o n ' t  k n o w .

S o , t h i s  i s  c r e a t i n g  a d d i t i o n a l  q u e s t io n s  an d  p r o b le m s . I t ' s  

n o t  s o l v in g  e v e r y t h in g .

SENATOR JOHN SA C K ETT  -  S e n a t o r  R a y .

SENATOR B I L L  RAY -  T h e n  y o u  g e t  r i g h t  i n t o  t h e  p ro b le m  t h a t  t h e y  

a r e n ' t  g o in g  to  p u t  i t  u n d e r  r e g u l a t i o n s ,  b u t  t h e y ' r e  g o in g  t o  

a d o p t i t  a s  a d m i n i s t r a t i v e  p o l i c y .  And th e  p o l i c y  t h a t  t h e y  a d o p t



( i n a u d i b l e ) .

ROD PEG U ES -  W e l l ,  y o u  k n o w , a  g u y  w a lk s  i n t o  y o u r  o f f i c e  

and  s a y s ,  "How come I  c a n ’ t  do t h i s  w hen i t  s a y s  i n  t h e  la w  

I  c a n ? " ' And y o u  lo o k  a t  t h e  la w  and  y o u  s a y  " W e l l ,  i t

d o e s n ' t  s a y  t h a t  t o  m e ."  And h e  s a y s ,  " W e l l ,  i t  s a y s  t h a t

t o  m e ."  I  m e a n , t h a t ' s  w h a t  w e ' r e  t a l k i n g  a b o u t .  And so  

w h a t  yo u  do i n  th e  o r d in a r y  c a s e  i s  e i t h e r  r e w r i t e  t h e  l a w ,  

o r  y o u  w r i t e  a  r e g u l a t i o n  t o  s a y  w h a t  i t  m e a n s . And  th e n  

a t  a l l  t im e s  i t  m eans w h a t  y o u  s a i d .  B u t ,  i f  yo u  d o n ' t  do t h a t ,  

th e n  i t ' s  g o in g  t o  m ean w h a t e v e r  t h e  n e x t  g u y  who r e a d s  i t  s a y s  

i t  m e a n s .

SENATOR SUMNER -  M r . C h a irm a n  

SENATOR JOHN S A C K ET T  -  S e n a t o r  S u m n e r .

SENATOR B I L L  SUMNER -  How i n  t h e  h e l l  i s  i t  t h a t  r e g u l a t i o n  

w r i t e r s  w in d  up i n  a p o s i t i o n  o f  ( i n a u d i b l e )  an d  we c a n ' t  do 

i t  i n  t e r m s  o f  t h e  la w .  T h a t ' s  w h a t  r a i s e s  h e l l  w i t h  m e.

ROD PEG U ES -  O b v io u s ly ,  t h e  l e g i s l a t u r e  h a s  t h e  u l t im a t e  

a u t h o r i t y  t o  do t h a t .  I t ' s  w hen n o t h in g  i s  d o n e , w h a t  h a p p e n s  

i s  t h a t  t h e  la w  g e t s  w r i t t e n ,  an d  th e n  t h e  la w  h a s  t o  b e  a p p l ie d  

A n d , w hen y o u  go t o  a p p ly  t h e  l a w ,  tw o  d i f f e r e n t  p e o p le  r e a d  

i t ,  an d  t h e y  s a y  i t  m eans tw o  d i f f e r e n t  t h i n g s .

SENATOR B I L L  SUMNER -  Same w i t h  r e g u l a t i o n s .

ROD PEG U ES -  S u r e .  T h a t ' s  w h a t  h a p p e n s  w i t h  r e g u l a t i o n s .  Th en

t h e y  h a v e  t o  r e w r i t e  t h e  r e g u l a t i o n .  B u t ,  o n ce  y o u  s t a r t  

i n t e r p r e t i n g  t h e  l a w ,  i n  o r d e r  t o  m ake s u r e  i t ’ s  i n t e r p r e t e d  

t h e  sam e w ay  f o r  e v e r y b o d y ,  yo u  a d o p t  a n  i n t e r p r e t i v e  r e g u l a t i o n  

And t h a t ' s  w h a t  t h e  APA d o e s ,  i t  r e q u i r e s  t h e  a d m i n i s t r a t i v e



a g e n c y  t o  a d o p t  t h e  r e g u l a t i o n s  so  y o u  c a n ' t  i n t e r p r e t  

i t  tw o  w a y s .

SENATOR B I L L  SUMNER -  W hat i f  we t e l l  y o u  t o  m ake t h e  

g r a n t  an d  t h e n  y o u  c a n  f i g h t  w h i l e  t h e  g r a n t  i s  g o in g  on 

o r  y o u  c a n  i n t e r p r e t  w h i l e  t h e  g r a n t  i s  g o in g  o n . T h e  

p ro b le m  t h a t  we d o n ' t  w a n t ,  o r  a t  l e a s t  t h a t  I  d o n ' t  w a n t ,  

i s  t o  s e t  t h e r e ,  an d  I  t h o u g h t  o u t  o f  y o u r  p r e v io u s  c o n v e r s a t io n  

t h a t  w i t h o u t  r e g u l a t i o n s  d r a f t e d  b y  y o u  to . i n t e r p r e t  i t  t h e  

w ay  y o u  w a n te d  i t ,  t o  d r a f t  i t ,  o r  t h e  d e p a r t m e n t ,  t h a t  y o u  

s im p ly  s a y ,  " W e l l ,  we d o n ' t  know  w h a t  t o  d o . We j u s t  h a v e  t o  

lo o k  a t  t h i s  on a n  ad  h o c  b a s i s  an d  come b a c k  t h e  f i r s t  o f  n e x t  

y e a r  an d  m aybe w e ' l l  g e t  t h i s  m oney o u t  to  y o u ."

ROD PEG UES -  K n o w , k n o w , t h a t ' s  n o t  w h a t  I  m e a n t , I  j u s t  s im p ly

m e a n t t h a t  i f  t h a t  w o n 't  h a p p e n  . .  . t h a t  t h e r e  w i l l  be no

w r i t t e n  r e g u l a t i o n  t h a t  a p p l i e s  a n y  o f  t h i s  l a w ,  i t  w i l l  be

a p p l ie d  on a n  ad h o c  b a s i s .  B u t ,  t h e s e  p a r t i c u l a r  p r o v i s i o n s  

a r e  so  n a r r o w  a b o u t  t h e  o n ly  p l a c e  i t  w i l l  c h a n g e  i s  t h e  c o n d i t io n  

e x p l a in in g  t h e  g r a n t  f o r  t h e  p u r p o s e s  s p e c i f i e d  i n  t h e  

a p p r o p r i a t i o n .

SENATOR B I L L  SUMNER -  I f  som eone com es i n  a f t e r  h e ' s  b e e n  g iv e n  

a  g r a n t ,  w i l l  y o u  i s s u e  t h e  m oney? W ith  t h i s  la w ?

SENATOR JOHN SA C K ETT  -  I f  w e ' r e  s p e c i f i c  a s  t o  who t h e  g r a n t  

i s  su p p o se d  t o  go t o ?

ROD PEGUES -  O b v io u s ly  w i t h  t h e  m u n i c i p a l i t i e s ,  y e s .  T h e r e ' s  

no p ro b le m  t h e r e ,  a s  I  s a i d .  T h e  g r a n t s  t o  n o n - p r o f i t  c o r p o r a t io n s ,  

c r e a t e  a  d i f f e r e n t  p ro b le m . A n d , i t ' s  a  p ro b le m  o f ,  a g a in ,  i t  i s
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b a s e d  on c o n t r a c t s .  I f  we m ake a c o n t r a c t  w i t h  som ebody o u t  

t h e r e  to  do s o m e th in g , yo u  k n o w , w e ' r e  g e t t i n g  h im  to  

p e r fo rm  s o m e th in g  f o r  t h e  g o v e rn m e n t . I f  h e ' s  p e r fo r m in g  

i t  f o r  an  e x e c u t i v e  a g e n c y , h e ' s  d o in g  s o m e th in g  f o r  th e m , 

t h e y  a r e  r e q u i r e d  b y  la w  t o  come up w i t h  . .  .  t o  a s k  f o r  

s o l i c i t a t i o n  f o r  p r o p o s a ls  o r  b i d s ,  w h ic h e v e r ,  a n d  th e n  to  

c o n t r a c t  a c c o r d in g l y .  I f  we name t h e  g r a n t e e ,  we s h o r t -  

c i r c u i t  t h a t  r e q u i r e m e n t ;  i t  p r o b a b ly  c a n ' t  be  d o n e  t h a t  w a y .

SENATOR JOHN SA C K ETT  -  W e l l ,  c a n  y o u  s a y  n o t w i t h s t a n d in g  t h a t  

p o r t io n  o f  t h e  la w ?

ROD PEG U ES -  I 'm  n o t  s u r e  y o u  c a n  b e c a u s e  t h a t  b r in g s  i n  a  

s e c o n d  p ro b le m , an d  t h a t  i s  t h a t  w hen th e  l e g i s l a t u r e  i s  

c o n t r a c t i n g  w i t h  so m eo n e , i t  d o e s  i t  i n  a c c o r d a n c e  w i t h  i t s  

p r o c e d u r e s  i n  o r d e r  t o  f u r t h e r  some l e g i s l a t i v e  f u n c t io n :  a  

c o n t r a c t  f o r  s t u d y  b y  ( i n a u d ib l e )  t o  do r e s e a r c h  on s o m e th in g  

y o u ' r e  g o in g  t o  e n a c t  l e g i s l a t i o n  a b o u t  o r  c o n s id e r  l e g i s l a t i o n  

a b o u t .  I f  y o u ' r e  c o n t r a c t i n g  w i t h  M e a ls  on W h e e ls  to  p r o v id e  

fo o d , t h a t ' s  n o t  c a r r y i n g  on a  l e g i s l a t i v e  f u n c t io n .  T h a t ' s  

p r o v id in g  a  w e l f a r e  p ro g ra m , and  t h a t ' s  w h a t  t h e  e x e c u t i v e  i s  su p p o se d  

t o  d o . S o , t h e s e  t y p e s  o f  g r a n t s  m ay n o t  be  v a l i d  e x c e p t io n s .

I  j u s t  d o n ' t  know  b e c a u s e  we h a v e n ' t  g o t  a n y  c a s e  la w  on i t .

T h e  c l o s e s t  we've  g o t  i s  a  c a s e  i n  w h ic h  t h e  l e g i s l a t u r e  

c o n t r a c t e d  w i t h  an  a t t o r n e y  t o  p r o v id e  c e r t a i n  s e r v i c e s  t h a t  

had  n o t h in g  t o  do w i t h  t h e i r  la w m a k in g  f u n c t io n ,  an d  t h e  c o u r t  

s a id  t h a t  w a s  i n v a l i d .

- 2 9 -



SENATOR JOHN SA C K ETT  -  O k a y , t o  w h a t  d e g re e  th e n  i s  t h e  l e g i s l a t u r e  

r e s t r i c t e d  i n  i t s  p o w e r o f  a p p r o p r i a t io n ?

ROD PEG U ES -  W e l l ,  p u b l i c  p u rp o s e  an d  w h a t e v e r  t h e  c o n s t i t u t i o n a l  

l i m i t a t i o n s  a r e .  And on t h i s  o n e , t h i s  g r a n t s ,  I  d o n ' t  k n o w .

Yo u  k n o w , i f  y o u  go th ro u g h  t h e  m u n i c i p a l i t y ,  an d  t h e  m u n i c i p a l i t y  

f o l lo w s  t h e  la w  o r  i t s  c h a r t e r ,  t h a t  on i t s  f a c e  lo o k s  p e r f e c t l y  

v a l i d .  I f  t h e  l e g i s l a t u r e  d o e s  i t  d i r e c t l y  t o  th e  n o n - p r o f i t ,  

t h a t  r a i s e s  t h e s e  q u e s t io n s  o f  w h a t  f u n c t io n  i s  b e in g  p e r fo rm e d  

b y  t h e  g r a n t e e .  I s  h e  c a r r y i n g  o u t  a  s o c i a l  s e r v i c e s  p ro g ra m , 

th e n  p e r h a p s  t h e  l e g i s l a t u r e  s h o u ld n ' t  be  c o n t r a c t i n g  w i t h  h im  

b e c a u s e  t h a t ' s  n o t  i n c i d e n t a l  t o  t h e  la w m a k in g  f u n c t io n .

SENATOR B I L L  RAY -  W e l l ,  M r . C h a ir m a n , t h a t ' s  t h e  a rg u m e n t t h a t  

I  b r o u g h t  up t h i s  m o rn in g . I  t h i n k  y o u ' r e  d ra w in g  a  p r e t t y  

f i n e  l i n e  w hen y o u ' r e  t a l k i n g  a b o u t  m u n i c i p a l i t i e s  b e in g  d i f f e r e n t .  

Why? Who m akes m u n i c i p a l i t i e s ?

ROD PEG UES -  D i f f e r e n t ?

SENATOR B I L L  RAY -  T h e  g o v e rn m e n t d o e s n ' t  m ake m u n i c i p a l i t i e s .

Th e  p e o p le  m ake m u n i c i p a l i t i e s  b y  t h e i r  v o t e .

ROD PEG U ES -  W e l l ,  t h e y ' r e  p o l i t i c a l  s u b d i v i s i o n s  o f  t h e  S t a t e  

o f  A l a s k a ,  and  t h e y ' r e  v e s t e d  w i t h  g o v e rn m e n ta l  p o w e rs  an d  l o c a l  

g o v e rn m e n t p o w e r s . And t h e y ' r e  g o v e rn e d  e i t h e r  b y  t h e i r  c h a r t e r s  

o r  b y  t h e  m u n ic ip a l  co d e  i n  t h e i r  a c t i v i t i e s .  I f  t h e  l e g i s l a t u r e  

m akes m oney a v a i l a b l e  t o  them  f o r  a  p a r t i c u l a r  f u n c t i o n ,  t h e  

l e g i s l a t u r e  c a n  d e le g a t e  t h e  f u n c t io n s  t h a t  w a y — t o  l o c a l  g o v e rn m e n ts . 

I t ' s  d one a l l  o v e r  t h e  c o u n t r y .

SENATOR B I L L  RAY -  T h e n  w hy c a n ' t  t h e  l e g i s l a t u r e  d e le g a t e  m o neys 

t o  a n y  n o n - p r o f i t  c o r p o r a t io n  t h a t  m e e ts  t h e  r e q u ir e m e n t s  o f  l a w .



ROD PEG U ES -  W e l l ,  i t  i s  t h i s  c o n t r a c t i n g  t o  do s o m e th in g  .  . .

I n  e f f e c t f t h e  l e g i s l a t u r e  i s  t h e  g r a n t o r — i s  t h e  c o n t r a c t i n g  

p a r t y  c o n t r a c t i n g  w i t h  t h e  g r a n t e e .  B u t ,  t h e  g r a n t e e  i s  n o t  . 

g o in g  t o  b e  d o in g  s o m e th in g  i n  a id  o f  th e  l e g i s l a t i v e  f u n c t io n .  

I t ' s  g o in g  to  be  c o n d u c t in g  a n o t h e r  p ro g ra m  f o r  t h e  g o v e rn m e n t .

And t h a t ' s  w h a t  r a i s e s  th e  q u e s t io n .  A n d - I  c a n  s e e  i t .  I  d o n ' t  

h a v e  a n y  b ig  g ro u p  o f  c a s e s  on  t h i s ;  t h i s  i s  a  new a r e a .

SENATOR B I L L  RAY -  P r e t t y  n a r ro w  g ro u n d  t h e r e .

ROD PEG U ES -  T h i s  i s  t h e  p ro b le m  t h a t  w as r a i s e d  l a s t  y e a r .

SENATOR B I L L  SUMNER -  S e n a t o r  R a y  b ro u g h t  up t h i s  m o rn in g  

th o u g h , s o m e th in g  t h a t  so u n d s  i n t e r e s t i n g  t o  m e, i s  t h a t  we 

d i d n ' t  h a v e  t h i s  r a i s e d  a t  t h e  t im e  we w e re  fu n d in g  non­

p r o f i t  c o r p o r a t io n s  i n  t e rm s  o f  a l c o h o l i s m  p r o b le m s , a  w h o le  

b ro a d  s p e c t ru m  o f  s i m i l a r  s o r t  o f  p r o j e c t s  and  p ro g ra m s . W here  

do we d ra w  th e  l i n e  i n  t h a t  r e g a r d ?

ROD P EG U ES - S e n a t o r ,  a s  I  s a y ,  t h i s  i s  a  d e v e lo p in g  a r e a .  I t ' s  

n e w . W e 're  j u s t  o p e n in g  t h e  b o o k  on i t ,  an d  I  r e a l l y  d o n ' t  k n o w .

I  c a n  j u s t  t e l l  yo u  t h a t  we do h a v e  t h e s e  p ro b le m s  t o  c o n s id e r .  

SENATOR B I L L  SUMNER -  A l l  r i g h t .  S e co n d  t h e n ,  i f  we c o n t in u e  

to  g r a n t  i n  t h i s  r e g a r d ,  an d  y o u  s t r i k e  one  o f  them  d ow n , yo u  h a v e  

to  s t r i k e  them  a l l  d o w n . I s  t h a t  t r u e  o r  n o t  t r u e ?

ROD PEGUES -  N o , I  d o n ' t  know  t h a t  a n y o n e  i s  g o in g  t o  s t r i k e  a n y  

o f  t h i s  d o w n . I  d o n ' t  t h i n k  a n y  w e re  a c t u a l l y  s t r u c k  dow n . We 

d id  t e l l  t h e  a g e n c ie s  t o  f o l l o w  th e  l a w .  A t  t h i s  s t a g e  o f  th e  

game w e ' r e  . . .

SENATOR B I L L  SUMNER -  S e l e c t i v e l y  ( i n a u d i b l e ) .
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ROD PEG UES -  N o , n o , n o , w e ' r e  f a i r l y  w e l l  o f f  now b e c a u s e  

w e ' r e  d e a l in g  w i t h  . .  . e v e n  i f  y o u  name t h e  g r a n t e e ,  i t ' s  

a  u n iq u e  i n s t i t u t i o n .  T h e r e  i s  n o t h in g  e l s e  l i k e  i t .  No one 

e l s e  c o u ld  p r o v id e  t h e  s e r v i c e .  So i f  t h e  a g e n c y  a s k s  f o r  

p r o p o s a l- ) ,  i t  w i l l  g e t  a  s u i t a b l e  p r o p o s a l  o n ly  f ro m  t h a t  one 

a n y w a y , so  i t  w o rk s  o u t  a l l  r i g h t .  B u t ,  o f  c o u r s e ,  s in c e  th e  

g e n iu s  o f  o u r  c o u n t r y  i s  t h a t  o n c e  t h e  g o v e rn m e n t o r  a n y b o d y  

i s  p a y in g  f o r  some g o o d s o r  s e r v i c e s ,  o t h e r  p e o p le  w i l l  be  

p r e p a r e d  to  p r o v id e  them  f o r  a l e s s e r  c o s t ,  w e ' r e  g o in g  

to  h a v e  c o m p e t i t o r s — t h e y ' r e  g o in g  t o  s p r in g  u p . And t h a t ' s  

when th e  p ro b le m  w i l l  a r i s e ,  an d  t h a t ' s  w hen w e ' l l  p r o b a b ly  

f i n d  l e g a l  a c t io n  b e in g  b ro u g h t  w hen som eone s a y s ,  " H e y , I  c a n  

do t h a t  b e t t e r  and  c h e a p e r — I 'm  s u i n g . "

SENATOR B I L L  SUMNER -  O k a y , b u t  so  f a r  a s  t h e  a d m in i s t r a t io n  

i s  c o n c e r n e d , w h ic h  i s  a t  l e a s t  t h e  p ro b le m  t h a t  I 'm  h a v in g  

i n  g e t t i n g  some o f  t h e s e  g r a n t s  o u t — y o u ' r e  t r e a t i n g  some 

d i f f e r e n t l y  t h a n  o t h e r s .  C an  we g e t  a n y  s o r t  o f  co m m itm en t 

to  t r e a t  them  a l l  a l i k e .  E i t h e r  we d o n ' t  fu n d  a n y  o f  them  

to  n o n - p r o f i t  o r  we fu n d  th em  a l l  a l i k e ?

ROD PEG UES -  T h e r e  s h o u ld n ' t  b e  a n y  d i f f e r e n t  t r e a t m e n t ,

S e n a t o r .  I f  t h e r e  h a s  b e e n , I  d o n ' t  know  w hy t h e r e  h a s  b e e n . 

E v e r y b o d y  i s  su p p o se d  t o  b e  f o l lo w in g  t h e  sam e g e n e r a l  g u id e l i n e s  

T h e y ' r e  su p p o se d  t o  go a h e a d  and  f i n d  a  w ay  t o  c a r r y  t h i s  o u t .  

SENATOR B I L L  SUMNER -  We w e re  show n s e v e r a l  i t e m s  t h i s  m o rn in g  .

I  d o n ' t  know i f  we s t i l l  h a v e  i t  o r  n o t ,  t h a t  w e re  n o t  fu n d e d , 

p re s u m a b ly  f o r  some o f  t h e s e  . .  . f o r  t h i s  r e a s o n .
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ROD PEG U ES -  T h e  o n ly  o n e s  I  know  o f  t h a t  I  h e a rd  a b o u t  w as 

w h e re  som ebody c o u l d n ' t  b e  fo u n d — t h e  D e p a r tm e n t  o f  N a t u r a l  

R e s o u r c e s  c o u l d n ' t  f i n d  a c o u p le  o f  t h e  g r a n t e e s .  I 'm  r e a l l y  

n o t  t h a t  f a m i l i a r  w i t h  e a c h  o n e , b u t  I  r e c a l l  g o in g  th ro u g h  

t h i s  a t  t h e  f i r s t  o f  t h e  y e a r  w i t h  t h e  H o u se  c o m m it te e , and  

t h e r e  w e re  n o n e  t h a t  w e re  w i l l f u l l y  w i t h h e l d .  E v e r y b o d y  w as 

b e in g  t a k e n  c a r e  o f  i f  i t  w a s  a t  a l l  p o s s i b l e .

SENATOR B I L L  SUMNER -  W e l l  I  t h i n k  w h a t  I 'm  lo o k in g  f o r  i s  

some c o n s i s t e n t  and  u n i fo r m  t r e a t m e n t  o f  t h e  p e o p le  who 

g e t  g r a n t s .  I f  w e ' r e  g o in g  t o  s a y ,  " H e y , t h i s  i s  a n  a r e a  

t h a t  w e ' r e  n o t  g o in g  t o  do a n y m o re ,"  th e n  we n e e d  t o  t r e a t  

them  a l l  a l i k e ,  an d  f i n d  some w ay  t o  acco m m o d ate  th e m . I f

w e ' r e  n o t ,  t h e n  I ' d  l i k e  t o  s e e  ( i n a u d i b l e ) .

ROD PEG UES -  W e l l ,  we d id  do . . .  a s  f a r  a s  I  k n o w , i t  w as 

d o n e  on a  u n i f o r m ,  c o n s i s t e n t  b a s i s .  And a l l  o f  t h e  a g e n c ie s  

w e re  su p p o se d  t o  h a v e  f o l lo w e d  t h o s e  g u id e l i n e s  l a s t  y e a r .  I  

j u s t  d o n ' t  know  who w a s  d o in g  i t  d i f f e r e n t l y .

SENATOR JOHN SA C K ETT  -  S e n a t o r  R a y .

SENATOR B I L L  RAY -  M r . C h a ir m a n , l e t s  g e t  b a c k  t o  b a s i c s  and  

f o r g e t  a l l  t h i s  n o n s e n s e  c f  t r y i n g  t o  f i g u r e  o u t  w h a t  i s  m e a n t

b y  s o m e th in g  e l s e .  Why d o n ' t  we j u s t  w r i t e  t h i s  j u s t  e x a c t l y

th e  w ay  we w a n t ,  and  i f  we w a n t  t o  m ake g r a n t s  t o  n o n - p r o f i t

c o r p o r a t io n s ,  we o n ly  h a v e  them  do t h e s e  t h i n g s :

1 .  Spend  t h e  g r a n t  o n ly  f o r  t h e  p u rp o s e s  s p e c i f i e d  
i n  t h e  a p p r o p r i a t io n .

2 .  A l lo w  on r e q u e s t  o f  t h e  d e p a r tm e n t  an  a u d i t  b y
t h e  s t a t e  o f  t h e  u s e  o f  t h e  g r a n t .

3 .  A s s u r e  t h a t .
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Now, i f  t h a t ' s  t h e  w ay  we w a n t  t o  h a n d le  t h e s e ,  w e ' r e  

g o in g  t o  h a v e  t o  t i g h t e n  up  (b ) h e r e  b e c a u s e ,  w h e t h e r  

p u r p o s e ly  o r  o t h e r w is e ,  t h e y ' v e  l e f t  a  lo o p h o le  h e r e  b ig  

en o u g h  t o  d r i v e  a  t r u c k  . .  .  w hen t h e y  s a y  t h e y  s h a l l  n o t  

a d o p t  r e g u l a t i o n s ,  w h ic h  m eans t h e y  h a v e  t o  go th ro u g h  th e  

A d m i n i s t r a t i v e  P r o c e d u r e s  A c t ,  e t c .  We u n d e r s t a n d  t h a t .

B u t ,  r e g u l a t i o n s  so m e tim e s  c a n  b e  c i r c u m v e n t e d ,  o r  t h e  u s e  

o f  r e g u l a t i o n s  c a n  be c i r c u m v e n t e d  b y  j u s t  t h e  l i t t l e  

w o rd s  " a d m i n i s t r a t i v e  p o l i c y ,  o f f i c e  a d m i n i s t r a t i o n "  . .  .

SENATOR B I L L  SUMNER -  Ad h o c .

SENATOR B I L L  RAY -  Y a h . S o , i f  t h e s e  a r e  t h e  o n ly  t h r e e  t h in g s  

t h a t  we w a n t  c o n t in g e n t  upon m a k in g  a  g r a n t ,  th e n  w e 'd  b e t t e r  

p u t  down t h e r e  t h a t  t h e y  s h a l l  n o t  a d o p t  r e g u l a t i o n s  o r  

a d m i n i s t r a t i v e  p o l i c y  t o  im p le m e n t  th e m . And t h a t  m eans t h a t  

y o u 'v e  g o t  t h r e e  t h in g s  to  d o . I f  y o u ' r e  g o in g  t o  do i t ,  do i t .

And th e n  y o u  d o n ' t  h a v e  a n y t h in g  to  w o r r y  a b o u t ,  r i g h t ?

SENATOR JALM AR K ER T T U LA  -  I  h a v e  a  q u e s t io n ,  M r . C h a irm a n .

SENATOR JOHN S A C K ETT  -  S e n a t o r  K e r t t u l a .

SENATOR B I L L  RAY -  I f  y o u  d o n ' t  u n d e r s t a n d  w h a t  I 'm  s a y in g ,  

l e t ' s  f o r g e t  i t .

SENATOR JALM AR K ER T T U LA  -  D o e s n ' t  e n l ig h t e n  u s  e x c e p t  t h a t  . . . 

w h a t  h a p p e n s  i f  y o u  p u t  $ 2 0 , 0 0 0  i n  a  n o n - p r o f i t  a l c o h o l i s m  

p ro g ra m  i n  some co m m u n ity  and  t h e  m oney i s  c o m p le t e ly  m is u s e d —  

n o t h in g  t h a t  t h e  p ro g ra m  p r e s e n t e d  b y  t h e  l e g i s l a t u r e  . . . n o th in g  

t a k e s  p la c e  e x c e p t  th e  m oney i s  j u s t  m is u s e d , m aybe a  t a x i  ca b  

i s  b o u g h t w i t h  i t  o r  s o m e th in g . And i t ' s  su p p o se d  to  h a u l  th e
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d ru n k s  b a c k  and  f o r t h  t o  w h a t  e v e r  f a c i l i t y ,  o r  a n y t h in g .

W hat do we h a v e  now i n  t h e  m e c h a n ism  o f  la w  t h a t  a l lo w s  u s  

to  p r o s e c u t e  f o r  m is u s e ?

ROD PEGUES -  W e l l ,  i f  t h e r e  w a s  no i n t e n t  t o  d e f r a u d  a t  t h e  

o u t s e t ,  an d  y o u  d i d n ' t  c o n v e r t  i t  t o  y o u r  own u s e ,  t h e  m o n e y , 

b u t  r a t h e r  j u s t  cam e up w i t h  t h e  p ro g ra m  o f  u s in g  th e  t a x i  

c a b  to  h a u l  p e o p le  b a c k  a n d  f o r t h ,  I  d o n ' t  k n o w . W hat w o u ld  

h ap p en  w o u ld  d ep en d  upon w h a t  a  c o u r t  d e c id e d  t h e  c o n t r a c t  w a s . 

T h e  p ro b le m  o f  n o t  h a v in g ,  i n  o t h e r  w o r d s ,  num ber o ne  s u b s e c t io n  

(1). . . .

SENATOR JALM AR K ER TT U LA  -  W ould  y o u  p r o s e c u t e  a  c a s e  l i k e  t h a t ?  

ROD PEG UES -  O h, y e s .  Y o u 'd  h a v e  t o  h a v e  c r i m i n a l  i n t e n t ,  and  

y o u ' r e  p o s s i b l y  d e a l in g  w i t h  p e o p le  who a r e n ' t  to o  b r i g h t ,  b u t  

t h e y  d i d n ' t  in t e n d  t o  s t e a l  t h e  m o n e y . T h e y  th o u g h t  t h i s  w o u ld  

t a k e  c a r e  o f  t h e i r  p ro b le m .

SENATOR B I L L  RAY -  S u b s e c t io n  (3 )  t a k e s  c a r e  o f  t h a t .  S e c t io n  

3 . . .  i f  t h e y  d o n ' t  u s e  i t  f o r  t h e  p u r p o s e s .

ROD PEGUES -  W e l l ,  b u t  i t  w o u ld  b e .

SENATOR B I L L  RAY -  D o n 't  t h e y  h a v e  a  s t a t u t e .  D o n 't  t h e y  h a v e  

a s t a t u t e  " m is u s e  o f  f u n d ' s  m o n e y ,"  d o n ' t  t h e y  h a v e  s o m e th in g  

l i k e  t h a t ?

ROD PEG UES -  T h e  p o in t  i s ,  i f  u n d e r  (1 )  t h e  s t a t e m e n t  i s  t h a t  

we w i l l  sp e n d  t h i s  g r a n t  t o  s o lv e  t h e  p ro b le m  o f  g e t t in g  

d r u n k s  o f f  t h e  s t r e e t s ,  b u y in g  a  t a x i  c a b  an d  p i c k i n g  up 

d r u n k s  an d  t a k in g  them  o f f  t h e  s t r e e t s  w o u ld  s o l v e  t h a t  

p ro b le m . S o , t h e y  w o u ld n ' t  be  i n  b r e a c h  o f  c o n t r a c t ;  t h e y



w o u ld  h a v e  d one w h a t  t h e y  w e re  r e q u i r e d  t o  d o .

SENATOR JALM AR K ER TT U LA  -  N o , b u t  su p p o se  i t  w a s  r e a l l y  

a  s e n s i t i v e  b r e a c h  o f  c o n t r a c t ,  t h e y  m is u s e d  t h e  f u n d s ,  

m aybe n o t  th r o u g h  k n o w le d g e  . .  .

ROD PEGUES -  T h a t ' s  t h e  p o i n t ,  y o u  h a v e  t o  w r i t e  a c o n t r a c t ,  

o r  h a v e  a  c o u r t  im p ly  a  c o n t r a c t ,  s a y  " H e r e ' s  t h e  m in im um  

y o u  w e re  r e q u i r e d  to  d o ,"  w h ic h  o f  c o u r s e  yo u  d o n ' t  l i k e  to  

do .  . .  i t ' l l  be  v e r y  m in im um  i f  t h e  c o u r t  d o e s  i t .  So i t  

w o u ld  be  up t o  t h e  D e p a r tm e n t  o f  A d m in i s t r a t io n  i n  o n e , I  m e an , 

t h e y ' r e  g o in g  t o  n e e d  a c o u p le  o f  new  p o s i t i o n s  to  be  g r a n t s  

a d m in i s t r a t o r s  t o  w r i t e  t h e s e — w h a t y o u ' r e  g o in g  t o  do 

w i t h  th e  m o n e y . B e c a u s e  t h a t ' s  t h e  o n ly  w ay  yo u  c a n  r e a l l y  

e n f o r c e  t h e s e  t h i n g s .  T h e  o u t r i g h t  c r o o k  y o u  c o u ld  p r o s e c u t e .  

SENATOR JALM AR K ER T TU LA  -  M r . C h a irm a n , t h e r e ' s  one t h in g  

t h a t  o c c u r s  t o  me and  t h a t  i s  t h e  f o l l o w i n g ,  and  i t ' s  b e e n  

a  lo n g  t im e  e x p e r ie n c e  o f  m in e  t h a t  i f  p e o p le  y o u  m ake g r a n t s  

t o ,  and  yo u  h ad  t h e  p o l i t i c a l  l e a d e r s h ip  . .  . t a k e n  t h e  l e a d e r s h ip  

i n  m a k in g  th e m , and  t h e y  m is u s e  th e m , i t  o c c u r s  to  y o u r  n e g a t iv e  

s a t i s f a c t i o n  a n d , y o u  know  yo u  r e a l l y  g e t  b le m is h e d  b y  t h a t .

SENATOR B I L L  RAY -  I t  m akes y o u  lo o k  l i k e  a j a c k a s s !

SENATOR JALM AR K ER T T U LA  -  Y a h , and  y o u ' r e  p r e t t y  so o n  w a t c h in g  

t h a t  s o r t  o f  t h i n g .  You  j u s t  d o n ' t  g i v e  them  t o  j u s t  a n y b o d y .

You m ake c e r t a i n  t h e r e ' s  some p u b l i c  e n t i t y .  I ' v e  g o t  a  c a s e  

in  e x a m p le : S u t t o n  co m m u n ity  h a l l ,  w h ic h  to o k  a l l  sum m er. J u s t  

$ 1 0 ,0 0 0 .  We had  a f i r e  co d e  p ro b le m . T h e y  h a v e  no l o c a l  t a x



b a s e ,  b u t  t h e y  p a y  a  l o t  o f  t a x e s  i n  t h e  b o ro u g h . C o u ld n ' t  

m ake a n y t h in g  s t i c k ,  so  we p u t  $ 1 0 ,0 0 0  i n .  L i k e  a  l o t  o f  t h e s e ,  

th o s e  p e o p le  h a v e  b e e n  i n  b u s in e s s  f o r  35 y e a r s ,  s i n c e  t h e  c o a l  

m in e s ,  and  t h e y ' r e  h o n e s t  a s  t h e  d a y  i s  lo n g .  E v e r y  d im e  i s  

g o in g  to  b e  s p e n t  t h e  w ay  i t ' s  su p p o s e d  t o  b e .  T h e y ' r e  now 

a  l e g a l  e n t i t y ,  I  g u e s s .  T h e y ' r e  s o r t  o f  a  n o n - p r o f i t ,  l i k e  

a  l i b r a r y  a s s o c i a t i o n  o r  s o m e th in g . We m ake a  good p o in t  

w hen y o u  s a y  y o u  d o n ' t  w a n t  them  to  go th ro u g h  a $ 5 ,0 0 0  a u d i t ,  

on t h e  o t h e r  h a n d , y o u 'd  k in d  o f  l i k e  to  know  t h e y  d id  i t  r i g h t .  

E v e n t u a l l y  we u se d  t h e  b o ro u g h , a  s e c o n d  c l a s s  b o ro u g h , w h ic h  

p r o b a b ly  h a s  no r e a l  l e g a l  p o w e rs  e i t h e r ,  t o  p u l l  t h ro u g h  t h e  

m o n ey .

ROD PEG UES -  W e l l  y o u  s e e  S u t t o n  w as e a s y  b e c a u s e  S u t t o n  w as 

b u i ld in g  a  p h y s i c a l  s t r u c t u r e .  D e p a r tm e n t  o f  N a t u r a l  R e s o u r c e s ,

I  t h i n k ,  a d m in is t e r e d  t h e  m o n ey .

SENATOR JALM AR K ER TTU LA  -  W a s n 't  e a s y  t o  g e t  i t  g o in g .

ROD PEG UES -  T h e y  h ad  t r o u b le  f i n d i n g  a  co m m u n ity  c lu b  t o  t a k e  

c a r e  o f  i t ,  b u t  t h e y  d id  f i n d  o n e . I t  w a s  a m o u n t a in e e r in g  c lu b  

o r  s o m e th in g  l i k e  t h a t .  A n d , t h e y  w e re  w i l l i n g  to  t a k e  t h e  

m oney an d  be  r e s p o n s ib l e  f o r  b u i l d i n g  th e  b u i l d i n g .  And  a l l  yo u  

had  t o  do w a s  d r i v e  b y  o ne  d a y  an d  s e e  t h e  b u i l d i n g .

SENATOR JALM AR K ER TTU LA  -  W e l l ,  y e s ,  b u t  t h a t  i s n ' t  t h e  s p e c i f i c .  

Th e  b u i l d i n g  i s  t h e r e ,  i t  j u s t  n e e d e d  some f i r e w a l l s .

ROD PEG UES -  Y a h , p u t  i n  t h e r e ,  do t h e  w o r k .  S o , t h a t ' s  e a s y  t o  

c h e c k .  O th e r  t h in g s  a r e  m uch m o re  d i f f i c u l t  t o  c h e c k .
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D IC K  SM ITH  -  A lth o u g h  I  u n d e r s t a n d  w h a t  y o u  s a y ,  t h a t  

p r e s u m a b ly  t h e  r e g u l a t i o n s  t h a t  w e re  p ro p o s e d  a r e  n o t  a s  

c l e a r  a n d  a s  s i m p l i f i e d  a s  y o u 'd  l i k e  th e m , b a s i c a l l y ,  t h e  

i n t e n t  o f  t h o s e  w a s  t o  i n d i c a t e  t h a t  a num ber o f  p ro b le m s  

t h a t  h a v e  o c c u r r e d  i n  t h e  p a s t  w e re  b e c a u s e  r u l e s  and  r e g u l a t i o n s  

d id  n o t  e x i s t .  Now t h e  i n t e n t ,  an d  m aybe i t  w a s n ' t  s a t i s f i e d  

b y  d r a f t i n g  up th o s e  r u l e s  a n d  r e g u l a t i o n s  t h e r e ,  w e re  t o  

s i m p l i f y ,  I  u n d e r s t a n d  y o u  h a v e  a p ro b le m — th o s e  w e r e n ' t  

a d o p te d  a s  f a r  a s  I  k n o w , b u t  w e re  to  s i m p l i f y  t h a t  m o n it o r in g  

p r o c e s s  b e tw e e n  t h e  g r a n t e e  an d  t h e  s t a t e .  And th e  r e a s o n  

f o r  h a v in g  a  s i m p l i f i e d  s e t  o f  p r o c e d u r e s  ( i n a u d ib l e )  l i m i t  

t h e  am o u nt o f  w o rk  t o  t h e  g r a n t e e ,  b u t  a t  t h e  sam e t im e  be  a b le  

to  p r o v id e  t h e  s t a t e  w i t h  a  w ay  t o  m o n ito r  t h e  a c t i v i t y  o f  t h a t  

g r a n t  p r o g r e s s i v e l y  th ro u g h  i t s  e x p e n d i t u r e ,  and  s a y  " I f  s o m e th in g  

i s  g o in g  w ro n g , l e t  u s  be a b le  to  s p e a k  up n o w ."  I t  w as a  t o o l  

f o r  m o n i t o r in g .  A s  t h e y  s a y ,  t h e y ' v e  becom e much to o  c o m p le x , 

b u t  t h e y  w e re  n o t  in t e n d e d  t o  be t h a t .  I t  w as t o  be a  r e p o r t in g  

s y s te m  b e tw e e n  t h e  g r a n t e e  an d  th e  g r a n t o r  f o r  u s  t o  m o n i t o r .  

SENATOR GLEN HACKNEY -  M r . C h a ir m a n , we h e a r  t h a t  c o n s t a n t l y .

A n d , I ' d  l i k e  t o  a d d r e s s  t h a t  com m ent t o  M r . P e g u e s . I t  a p p e a r s  

to  me t h a t  t h e  a t t o r n e y  g e n e r a l ' s  o f f i c e  i s  t e r r i b l y  p r o t e c t i v e  

o f  t h e  r e g u l a t i o n  w r i t e r s .  Yo u  d o n ' t  w a n t  a n yb o d y  to  g e t  a t  

them  i n  a n y  w a y .

ROD PEG U ES -  N o . I  w is h  t h e y 'd  a l l  be p u t  on a  d e s e r t  i s l a n d .

We h a v e  t o  r e v ie w  t h o s e  t h i n g s .  I t ' s  t e r r i b l e .  I 'm  j u s t  

t a l k i n g  a b o u t  t h e  p r a c t i c a l  p ro b le m  o f  a d m in i s t e r in g  th e  la w .

I  m e a n , I ' d  r a t h e r  do i t  w i t h  f o r m s . I t ' s  so  m uch e a s i e r  t o
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do i t  w i t h  fo r m s .  B u t  i n  o r d e r  t o  a d o p t  a  fo r m , y o u  h a v e  t o  

a d o p t  a  r e g u l a t i o n .  I  m ean y o u  c o u ld  g i v e  t h e s e  p e o p le —  

e s p e c i a l l y  s m a l l  g r a n t  p e o p le — a fo rm  t o  se n d  i n  p e r i o d i c a l l y  

t h a t  t h e y  w o u ld  c e r t i f y  a t  t h e  b o tto m  w h a t  t h e y  s p e n t  th e  

m oney f o r .  J u s t  a  s im p le  r e c i t a t i o n ,  and  t h e y 'd  se n d  i t  i n  

tw o , t h r e e ,  f o u r  t im e s  a  y e a r  d e p e n d in g  u po n  t h e  s i z e  o f  t h e  

g r a n t  an d  t h e  n a t u r e  o f  t h e  p r o j e c t .  And t h e  g r a n t s  a d m i n i s t r a t o r  

d e c id e s  a t  t h e  o u t s e t — j u s t  g i v e s  them  a  b o o k  o f  fo rm s  and  s a y s  

" H e r e ,  we e x p e c t  to  h e a r  f ro m  y o u ."  T h e n  i f  t h e  g u y  t a k e s  t h e  

m oney an d  r u n s  t o  V e n e z u e la  a f t e r  c e r t i f y i n g  t h a t  h e  s p e n t  i t  

f o r  a  p u b l i c  p u r p o s e , y o u  c a n  a t  l e a s t  p r o s e c u t e  h im . B u t  we 

c a n ' t  do t h a t .

SENATOR B I L L  SUMNER -  Why n o t ?

ROD PEGUES - Well, because y o u  have to adopt a regulation.

S E N A T O R  BILL SUMNER - Mr. Chairman.

S E N ATOR JOHN SACKETT - Senator Sumner, then Senator Ray.

SENATOR B I L L  SUMNER -  Som ew here  b e tw e e n  . . .  yo u  know  i f  t h a t  

w a s  t h e  a t t i t u d e  o f  t h e  d e p a r t m e n t ,  y o u  w o u ld n ' t  s e e  47 p a g e s  

o f  an  i t e m  h e r e ,  y o u 'd  h a v e  s e e n  a  fo rm  an d  we w o u ld n ' t  be  

h o ld in g  t h i s  d i s c u s s i o n .

ROD PEG U ES -  T h e y ' r e  t r y i n g  t o  c o v e r  e v e r y t h i n g ;  t h e y ' r e  t r y i n g  

t o  c o v e r  a l l  t h e  g r a n t s  and  p a c k a g e s  f o r  t h e  w h o le  t h i n g .  I 'm  

j u s t  t a l k i n g  a b o u t  t h i s  o n e  a s p e c t  o f  i t — c h e c k in g  on p r o g r e s s .  

SENATOR B I L L  SUMNER -  I  u n d e r s t a n d ,  b u t  t h e n  I  w o u ld n ' t  w a n t  

to  s e e  a  fo rm  f o r  e v e r y  $10 in c r e m e n t  o f  a  p r o j e c t .  Why c o u l d n ' t  

t h a t  b e  d o n e  i n  te rm s  o f  t h e  fo r m , i f  y o u  j u s t  e x p l a i n  v e r y
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s im p ly ,  v e r y  s t r a i g h t f o r w a r d  an d  be  d o n e  w i t h  i t .

ROD PEG U ES -  I t  c o u ld  be d o n e .

SENATOR JOHN SA C K ETT  -  G o t a  good s u g g e s t io n  h e r e .  Why d o n ' t

y o u  d r a f t  a o n e -p a g e  fo rm  o f  w h a t  i s  r e q u i r e d ,  an d  w e ' l l

i n c o r p o r a t e  t h a t  a s  a  p a r t  o f  t h e  l e g i s l a t i o n .  And w e 'v e  

d o n e  t h a t  i n  t h e  p a s t ,  b e f o r e ,  w i t h  m u n ic ip a l  r e v e n u e  s h a r in g  

w h e re  we in c o r p o r a t e d  t h e  fo rm  t h a t  w as su p p o se d  t o  b e  u s e d .

ROD PEG U ES -  O k a y . On t h e s e  g r a n t s ,  I  w o n d e r i f  we c o u ld  go 

b a c k  t o  t h i s  p ro b le m . . .

SENATOR JOHN SA C K ETT  -  C an  y o u  do t h a t ?

ROD PEG U ES -  Y a h , I  t h i n k  we c a n .  I  t h i n k  we c a n .  C o m m u n ity

an d  R e g io n a l  A f f a i r s  h a s  some o f  t h o s e  t h in g s  t o o ,  an d  I  t h i n k

we c a n .

SENATOR B I L L  RAY -  W ith  t h e  p r o v i s o ,  M r . C h a ir m a n , t h a t  w hen 

t h e y  g e t  t h i s  fo r m , t h a t  we s h o u ld  be  a b le  t o  lo o k  a t  t h a t  fo r m , 

b e c a u s e  t h e y  m ig h t  p u t  s t u f f  i n  t h a t  fo rm  t h a t  n o b o d y c o u ld  

c o m p ly  w i t h .

SENATOR JOHN SA C K ETT  -  Oh y a h ,  n o , i t  w o u ld  b e  p a r t  o f  t h e  la w .  

ROD PEG U ES -  N o , w e ' l l  b r in g  i t  b a c k  h e r e .

SENATOR B I L L  RAY -  A l l  r i g h t ,  b u t  w hen y o u  g e t  down t o  s u b s e c t io n  

(b ) h e r e  a g a in ,  y o u  b e t t e r  add  t h e  w o rd s  " a d m i n i s t r a t i v e  p o l i c y , "  

o r  y o u ' r e  g o in g  t o  h a v e  a  . . . t h e  sam e o ld  b u r e a u c r a c y  a g a in .  

SENATOR JOHN SA C K ETT  -  Y a h . C an  y o u  do t h a t ?

ROD PEG U ES -  Y e s .

SENATOR JOHN SA C K ETT  -  Fo rm  f o r  b o th  m u n i c i p a l i t i e s  an d  n o n ­

p r o f i t s .  V e r y  g o o d .
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SENATOR B I L L  RAY -  And m ake t h e  n e c e s s a r y  c h a n g e  a b o u t  

a d m i n i s t r a t i v e  . .  .  t h e  o n ly  t h in g  t h a t  we r e q u i r e  i s  t h e  

t h in g s  t h a t  a r e  on t h a t  fo r m , an d  th e n  a l l  t h e  r e s t  o f  i t  

we a r e n ' t  i n t e r e s t e d  i n .

SENATOR B I L L  SUMNER -  ( i n a u d i b l e )  t o  t h a t  am endm ent?

SENATOR JOHN S A C K ETT  -  Go a h e a d .

SENATOR B I L L  SUMNER -  . .  . o r  a n y  o t h e r  r e s t r i c t i v e  p r o c e d u r e s  . . . 

( i n a u d i b l e )  I  d o n ' t  c a r e  w h a t  y o u  c a l l  i t .  I  know  y o u  g u y s  

( i n a u d i b l e ) .

( L a u g h t e r )

ROD PEG U ES -  On t h e  o t h e r  q u e s t io n  a b o u t  w h a t ,  w h a t  e v e n t u a l l y  

. . .  b e  r u l e d  a b o u t  t h e  d i r e c t  g r a n t s  f o r  c a r r y i n g  o u t  g o v e rn m e n ta l 

p r o g r a m s , o r  p ro g ra m s  b y  c o n t r a c t s ,  i t  p r o b a b ly  w o u ld  h e lp  g e t  

a  f a v o r a b le  r u l i n g  i f  t h e  m etho d  o f  a p p l i c a t i o n  f o r  t h e s e  

g r a n t s  w e re  s t a n d a r d iz e d  b y  t h e  l e g i s l a t u r e .  I f  p e o p le  w o u ld  

a p p ly  on  a  fo rm  t h a t  w o u ld  e x p l a i n  w h e re  t h e y ' r e  co m in g  f ro m , 

w h a t  t h e y  in t e n d  t o  d o , how m uch m oney t h e y  n e e d  f o r  t h i s  p r o j e c t .

I t  w o u ld  p r o b a b ly  h e lp  i f  t h a t  w e re  in c lu d e d  i n  t h e  b u d g e t  

p r o c e s s .  I n  o t h e r  w o r d s , w r i t e  t h i s  i n  (END OF TA P E  # 3 3 ) .

(B E G IN  TA P E  # 3 4 )

SENATOR B I L L  RAY -  . . .  37 t o  s e e  . .  . and  a l s o  t h e  a l lo w a b le  

d u t i e s  o f  t h e  c o m m is s io n e r  t h e r e  i s  to  m ake r e g u l a t i o n s  c o n s i s t e n t  

w i t h  an d  b l a ,  b l a ,  b l a .  Be s u r e  we c o v e r  t h a t  so  t h a t  t h e y  d o n ' t  

. . .  so  t h a t  w e a r e n ' t  j u s t  c o v e r in g  t h e  A d m i n i s t r a t i v e  P r o c e d u r e s  

A c t ,  t h e  f i s c a l  p r o c e d u r e s  a c t ,  an d  t h e  e x e c u t i v e  b u d g e t  a c t ,  and  

l e a v i n g  u n d e r  t h e  g r a n t  a c t  a l l  t h e  r i g h t  and  t i t l e  and  w i l l  

m ake r e g u l a t i o n s  o r  w e ' l l  h a v e  th em  b a c k  w i t h  u s .  Y o u  know  w h a t  

I 'm  s a y in g .  H a k e  i t  a i r  t i g h t .
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ROD PEG U ES -  N o t h in g 's  a i r  t i g h t .  ( L a u g h t e r )  B u t ,  y e s ,  I  know  

w h a t  y o u  w a n t  h e r e  an d  I  d o n ' t  s e e  .  . .  t h a t  d o e s n ' t  p r e s e n t  

a  r e a l  p r o b le m . B u t  I  m ean we h a v e  t o  f i g u r e  o u t  some s im p le  

b u t  e f f e c t i v e  w ay  o f  m a n a g in g  t h e  p ro g ra m . I  m ean t h e  u s e  o f  

g r a n t s  a s  a f u n c t i o n a l  m a t t e r ,  o b v i o u s l y ,  b r in g s  a  l o t  o f  

f l e x i b i l i t y  t o  g o v e rn m e n t , an d  s h o u ld  be  e n c o u ra g e d .

SENATOR JOHN S A C K ETT  -  O k a y . T h a n k  y o u  v e r y  m u ch . Y o u ' l l  w o rk  

on t h a t  an d  h a v e  i t  t o  u s  b y  to m o r ro w ? '

ROD PEG U ES  -  I f  I  c a n  f i n d  . . .  I  w a n t  t o  lo o k  a t  C o m m un ity  

and  R e g io n a l  A f f a i r s ,  an d  I  d o n ' t  know  i f  a n y b o d y  i s  down t h e r e  

t o d a y .

SENATOR JOHN S A C K ETT  -  O h , t h a t ' s  r i g h t  y o u  h a v e  a  h o l id a y  t o d a y .  

W e l l ,  w e ' l l  b e  m e e t in g  to m o rro w  a t  a b o u t  2 : 1 5 .

ROD PEG U ES -  I  t h i n k  we c a n  h a v e  s o m e th in g  h e r e ,  a t  l e a s t  enough  

f o r  t h e  c o m m it te e  t o  lo o k  a t  an d  s a y  t h a t  t h i s  i s  t h e  t y p e  o f  

t h in g  . .  .

SENATOR JOHN S A C K ETT  -  A w o rk  d r a f t ?

ROD PEG U ES -  Y e s .

SENATOR B I L L  RAY -  I f  we c o u ld  j u s t  c a l l  M r . P e g u e s ' a t t e n t i o n  

. .  .  ' c a u s e  I  h a v e  t h e  f e e l i n g  t h a t  he  w r o t e  t h e  m a j o r i t y  o f  

t h i s  l e t t e r  t h a t  w a s  s e n t  t o  t h e  P r e s id e n t  o f  t h e  S e n a te  and  

S p e a k e r  o f  t h e  H o u se  i n  r e f e r e n c e  t o  t h e  b u d g e t . And i n  t h e r e  

on p a g e  2 ,  he  t a l k s  a b o u t  t h e  u s e  o f  t h e  a p p r o p r i a t io n s  b i l l  

f o r  p a s s - t h r o u g h  g r a n t s  w h e re  a  g r a n t s  p ro g ra m  h a s  n o t  b e e n  

e s t a b l i s h e d  b y  la w  c r e a t e s  b o th  l e g a l  and  a d m i n i s t r a t i v e  p ro b le m s  

b e c a u s e  o f  t h e  a b s e n c e  o f  s t a n d a r d s  f o r  d e t e r m in in g  r e c i p i e n t s

SENATOR JOHN SACKETT -  How d o e s  t h a t  so u n d ?
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*  * J SA,

and  a m o u n ts . C o u ld  y o u  e s t a b l i s h  u s  t h o s e  s t a n d a r d s ,  an d  

w e ' l l  p r o v id e  t h e  a m o u n ts .

ROD PEG U ES -  ( i n a u d i b l e  d ue  t o  o v e r v o i c e s )  . .  .  t h a t ' s  i n

my own m in d  t h e  s o l u t i o n  I  cam e up  w i t h  a s  t h e  w ay  t o  do i t .

Yo u  e i t h e r  h a v e  t o  h a v e  a  p ro g ra m  w i t h  s t a n d a r d s — t h a t  i s  a  

s t a t u t e  w h ic h  p r o v id e s  . . .

.SENATOR B I L L  RAY -  Y o u  w r o t e  t h i s  w h o le  t h i n g .

ROD PEGUES -  O h , I  p r o b a b ly  h a d  a  l i t t l e  t o  do w i t h  i t .

SENATOR B I L L  RAY -  Y o u  w r o t e  i t  a l l ,  I  rem em b er d i s c u s s i n g  

i t  w i t h  y o u  ( l a u g h t e r ) . C o r r e c t  t h e  p ro b le m s  t h a t  y o u 'v e  

h e lp e d  u s  w i t h .

SENATOR K ER TTU LA  -  R o d , c a n  a  s e c o n d  c l a s s  b o ro u g h  t h a t  d o e s n ' t  

h a v e  c e r t a i n  r i g h t s ,  o n ly  t h o s e  v o te d  i n  b e y o n d  a c o u p le  

a l l o t t e d  them  u n d e r  t h e  la w  ( i n a u d i b l e ) , c a n  t h e y  do some o f  t h e  

t h in g s ?  Do t h e y  h a v e  t h e  r i g h t s  t o  h a n d le  fu n d s  p a s s e d  th ro u g h  

and  so  on ( i n a u d i b l e )  ( o v e r v o i c e s ) .

SENATOR B I L L  SUMNER -  I  t h i n k  h e ' s  g o t  t h e  a n s w e r .  One l a s t  

s e n t e n c e  t h a t  s a y s ,  "T h o u  s h a l t  n o t  do a n y t h in g  t h a t  th e  

l e g i s l a t u r e  w is h e s  n o t  d o n e ."

SENATOR JOHN S A C K ETT  -  L e t ' s  t a k e  a t h r e e - m in u t e  b r e a k ,  o k a y ?  

(END OF M EETIN G )
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O r i g i n a l  s p o n s o r s :  M e e k in s  a n d  B e i r n e O f fe r e d :  3/10/82
R e f e r r e d :  R u le s

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 608 (Finance) a m  

IN THE LE G I S L A T U R E  OF THE STATE OF A L A S K A  

TW E L F T H  LE G I S L A T U R E  - S ECOND SESSION 

A BILL

For an Act entitled: "An Act estab l i s h i n g  u n i f o r m  a d m i n i s t r a t i v e  procedures

for grants to and contracts w i t h  n o nprofit o r g a n i z a­

tions."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE O F  ALASKA:

* Section 1. FINDINGS. The legislature finds that there is a need for 

consistency a nd u n i f ormity in a d m i n i s t r a t i o n  of grants and contracts to 

nonprofit organizations. The legislature further fine's that nonprofit 

organizations that receive grant or contract money l'rom the state, for 

programs to benefit the residents of the state, should have sound a d m i n i s­

trative structures and a ccountable fiscal prccedi'Ti*. The legislature 

further finds that nonprofit corporations w h i c h  receive p ublic funds have a 

public trust r e s p o n sibility to m anage those funds in ac c o r d a n c e  w i t h  the 

highest standards of accountability.

* Sec. 2. AS 37.05 is amended by a d d i n g  a n e w  section to read:

Sec. 37.05.314. A D M I N I STRATIVE PROCEDURES FOR GRANTS TO AND C O N­

TRACTS WITH NON P R O F I T  ORGANIZATIONS. (a) The D e p a rtment of A d m i n i s t r a­

tion, after c o nsultation with repre s e n t a t i v e  nonprofit organizations in 

the state, shall

(1) develop u n i f o r m  procedures for grants to and contracts 

wit h  nonprofit organizations, including

(A) u n i f o r m  proposal a p p l i cation procedures;

(B) u n i f o r m  application r e view requirements;

(C) a consistent a p p l i cation of cost principles for 

nonprofit organizations;
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A d m i n i s t r a t i o n  has reviewed those procedures and has exempted the agency 

from the requirements. An e x e m p t i o n  under this s u b section must be 

renewed annually based on an annual e v a l uation of the procedures of the 

state agency.
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O r i g i n a l  s p o n s o r s :  M e e k in s  a n d  B e i r n e O f f e r e d :  3 / 1 0 / 8 2
R e f e r r e d :  R u l e s

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 608 (Finance) am

IN THE L E G I S L A T U R E  OF THE STATE O F  A L A S K A

T W E L F T H  L E G I S L A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act e s t a b l i s h i n g  u n i f o r m  a d m i n i s t r a t i v e  procedures

for grants to and contracts w i t h  nonp r o f i t  o r g a n i z a­

tions."

BE IT ENACTED BY T H E  LE G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds that there is a need for 

consistency and u n i formity in a d m i n i s t r a t i o n  of grants and contracts to 

nonprofit organizations. T he legislature further finds that nonprofit 

organizations that receive grant or contract money f r o m  the state, for 

programs to benefit the residents of the state, should have sound a d m i n i s­

trative structures and accountable fiscal procedures. The legislature 

further finds that nonprofit corporations w h i c h  receive p u b l i c  funds have a 

public trust r e s p o n sibility to m anage those funds in acc o r d a n c e  w i t h  the 

highest standards of accountability.

* Sec. 2. AS 37.05 is a m e nded by a d d i n g  a n e w  section to read:

Sec. 37.05.314. A D M I N I S T R A T I V E  PROCEDURES FOR G RANTS TO AND C O N­

TRACTS WITH NONP R O F I T  ORGANIZATIONS. (a) T h e  De p a r t m e n t  of A d m i n i s t r a­

tion, aftej: consul t a t i o n  with repr e s e n t a t i v e  n o nprofit o r g a nizations in 

the state, shall

(1) develop u n i f o r m  procedures for grants to and contracts 

w i t h  nonprofit organizations, including

(A) uniform proposal ap p l i c a t i o n  procedures;

(B) uniform ap p l i c a t i o n  r e v i e w  requirements;

(C) a consistent a p p l i c a t i o n  of cost principles for

nonprofit organizations;
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(D) provisions for a consistent cost rate n e g o t i a t e d  by

the state with provisions for payment of individual costs ba s e d  on

final d e t e rmination of the indirect cost prop e r l y  incu r r e d  as shown 

by a fully certified audit b y  a n  independent audit firm;

(E) provisions for advances of grant or contract money;

(F) provisions for a single annual i ndependent audit;

(G) requirements of annual c e r t i f i c a t i o n  of a d m i n i s t r a­

tive system? of the organization;

(H) i d e n t i fication and s e g r e g a t i o n  of indirect costs 

relating to each grant;

(2) annually examine the a d m i n i s t r a t i v e  s y s t e m  and fiscal 

procedures of any nonprofit o r g a n i z a t i o n  on request of the o r g a n i z a t i o n  

and if the system and procedures are d e t e r m i n e d  to b e  adequate for the 

purpose of state grants or contracts and if the nonprofit o r g a n i z a t i o n  

is currently certified by the D e p a r t m e n t  of Commerce and Econ o m i c  

Development to be in good stan d i n g  as a nonprofit c o r p o ration certify 

chat the o r ganization is eligible to receive state contracts or grants;

(3) require that each contract with or grant to a nonprofit 

or g a n i z a t i o n  from a state agency p r o vide for payment of indirect costs 

of a d m i n i stration of the contract or grant at the rate e s t a b l i s h e d  in 

the contract;

(4) require that each a p p l i c a t i o n  for a contract wit h  or 

grant to a nonprofit o r g a n i z a t i o n  list all contracts wit h  or grants from 

a federal, state, or local gov e r n m e n t  or a gency that the nonprofit 

organi z a t i o n  has applied for or rece i v e d  w i t h i n  one year p r e c e d i n g  the 

date of the application.

(b) T he requirements of this section do not apply to a state 

a gency that makes grants if the agency has d e veloped procedures 

consistent w i t h  the requirements of this section, and the Dep a r t m e n t  of

-2- CSHB 608(Fin) am



1

2

3

4

5

6

7

8

9

10

11

12

1 3

1 4

1 5

1 6

1 7

18

1 9

20

21

22

2 3

2 4

2 5

2 6

2 7

2 8

2 9

•''si1.'; • %

A d m i n i s t r a t i o n  has revie w e d  those procedures and has e x e m p t e d  the agency 

f r o m  the requirements. A n  e x e m p t i o n  under this s u b s e c t i o n  must be 

r e n e w e d  annually based on an annual e v a l u a t i o n  of the procedures of the 

state agency.
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O r i g i n a l  s p o n s o r s ;  Meekins and B e i rn e O f f e r e d :  3/10/82
R e f e r r e d :  R u le s

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 608 (Finance) am 

IN THE LEGISL A T U R E  OF THE STATE OF A L ASKA 

T W E L F T H  L E G I S L A T U R E  - S E C O N D  SESSION 

A BILL

For an Act entitled: "An A ct e s t a b l i s h i n g  u n i f o r m  a d m i n i strative procedures

for grants to and contracts wit h  nonprofit o r g a n i z a­

tions."

BE IT ENACTED BY THE L E G I S L A T U R E  OF T HE STATE OF ALASKA:

* Section. 1. FINDINGS. The legislature finds that there is a need for 

c onsistency and u n i f ormity in a d m i n i s t r a t i o n  of grants and contracts to 

nonprofit organizations. The legislature further finds that nonprofit 

organizations that receive grant or contract money f r o m  the state, for 

programs to benefit the residents of the state, should have sound a d m i n i s­

trative structures and a ccountable fiscal procedures. The legislature 

further finds that nonprofit corporations w h i c h  receive public funds have a 

public trust r e s p o n sibility to manage those funds in accordance with the 

h i g hest standards of accountability.

* Sec. 2. AS 37.05 is amended by a d ding a n ew section to read:

Sec. 37.05.314. A D M I N I S T R A T I V E  PROCEDURES FOR GRANTS TO AND C O N­

TRAC T S  WITH N O NPROFIT ORGANIZATIONS. (a) T h e  Department of A d m i n i s t r a­

tion, after c o n s u l t a t i o n  w i t h  r e p r e s e n t a t i v e  nonprofit organizations in 

the state, shall

(1) develop u n i f o r m  procedures for grants to and contracts 

w i t h  nonprofit organizations, including

(A) u n i f o r m  proposal applic a t i o n  procedures;

(B) u n i f o r m  a p p l i c a t i o n  review requirements;

(C) a consistent a p p l i c a t i o n  of cost principles for 

n onprofit organizations;
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(D) provisions for a consistent cost rate negotiated by

the state with provisions for p a y ment of individual costs based on

final deter m i n a t i o n  of the indirect cost properly incurred as shown 

by a fully certified audit by an independent audit firm;

(E) provisions for advances of grant or contract money;

(F) provisions for a single annual independent audit;

(G) requirements of annual c e r t i f i c a t i o n  of a d m i n i s t r a­

tive systems of the organization;

(H) i d e n t i f i c a t i o n  and se g r e g a t i o n  of indirect costs 

relating to each grant;

(2) annually examine the a d m i n i s t r a t i v e  s y s t e m  and fiscal 

procedures of any nonprofit o r g a n i z a t i o n  on request of the o r g anization 

and if the s y s t e m  and procedures are de t e r m i n e d  to be adequate for the 

purpose of state grants or contracts and if the nonprofit o r ganization 

is currently certified by the De p a r t m e n t  of Commerce and Economic 

D evelopment to be in good s t a n d i n g  as a nonprofit corporation certify 

that the o r ganization is eligible to receive state contracts or grants;

(3) require that each contract w i t h  or grant to a nonprofit 

o r g a n i z a t i o n  from a state a gency provide for payment of indirect costs 

of: a d m i n i stration of the contract or grant at the rate established in 

the contract;

(4) require that each a p p l i c a t i o n  for a contract with or 

grant to a n onprofit o r g a n i z a t i o n  list all contracts wit h  or grants from 

a federal, state, or local go v e r n m e n t  or a gency that the nonprofit 

o r g a n i z a t i o n  has applied for or recei v e d  w i t h i n  one year preceding the 

date of the application.

(b) The requirements of this section do not apply to a state 

a g ency that makes grants if the agency has d e veloped procedures 

consistent wi t h  the requirements of this section, and the Department of
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