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I. EXECUTIVE SUMMARY

Finding 1: LANWT’s automated case management system (“ACMS”) is insufficient to
ensure that information necessary for the effective management of cases is accurately and
timely recorded.

Finding 2: LANWT’s intake procedure does not support compliance related requirements.

Finding 3: LANWT’s financial eligibility policy requires minor revision and sampled cases
evidenced non-compliance with 45 CFR § 1611.5(b).

Finding 4: Sampled cases evidenced substantial compliance with the asset documentation
requirements of CSR Handbook (2008 Ed., as amended 2011), § 5.4.

Finding 5: Sampled cases evidenced non-compliance with 45 CFR §§ 1626.6, 1626.7 and
1626.12.

Finding 6: Sampled cases evidenced substantial compliance with the requirements of 45
CFR § 1611.9 (Retainer agreements).

Finding 7: Sampled cases evidenced substantial compliance with the requirements of 45
CFR Part 1636 (Client identity and statement of facts).

Finding 8: Sampled cases evidenced substantial compliance with the requirements of 45
CFR § 1620.4 and § 1620.6(c) (Priorities in use of resources).

Finding 9: Sampled cases evidenced substantial compliance with the requirements of
CSR Handbook (2008 Ed., as amended 2011), § 5.6, Legal Assistance Documentation
Requirements. However, as a number of sampled cases failed to contain a description of
the legal assistance provided to the client, corrective action by LANWT is required.

Finding 10: Sampled cases evidenced LANWT’s application of the CSR case closure
categories is inconsistent with Chapter VIII, CSR Handbook (2008 Ed., as amended 2011).

Finding 11: Sampled cases evidenced substantial compliance with CSR Handbook (2008
Ed., as amended 2011), § 3.3, Timely Closing of Cases. However, as a number of sampled
cases were inactive, improvement is required.

Finding 12: Sampled cases evidenced substantial compliance with the requirements of
CSR Handbook (2008 Ed., as amended 2011), § 3.2, Single Recording of Cases. However,
as six (6) sets of duplicates were identified, corrective action by LANWT is required.

Finding 13: Review of LANWT’s policies and timekeeping records and interviews with
the full-time attorneys who have engaged in the outside practice of law evidenced
compliance with the requirements of 45 CFR Part 1604 (Outside practice of law).



Finding 14: Review of LANWT’s cases and policies, as well as a limited review of
LANWT’s fiscal records and interviews with management and staff, evidenced compliance
with the requirements of 45 CFR Part 1608 (Prohibited political activities).

Finding 15: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1609
(Fee-generating cases).

Finding 16: A review of LANWT’s organizational chart, observations of the physical
locations of LANWT’s offices, and interviews with staff indicate that LANWT is in
compliance with 45 CFR Part 1610 (Use of non-LSC funds, transfer of LSC funds,
program integrity).

Finding 17: LANWT is in substantial compliance with 45 CFR Part 1614 (Private attorney
involvement).

Finding 18: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with 45 CFR § 1627.4 (Membership fees and
dues). However, an examination of LANWT’s relationship with the Dallas Volunteer
Attorney Program, as well as its transfer of TIG No. 0446 funds to Texas Legal Services
Center evidenced non-compliance with 45 CFR § 1627.3(a)(1).

Finding 19: Review of LANWT’s policies, interviews with management and staff, as well
as a limited review of fiscal and other records, evidenced compliance with the 45 CFR Part
1635 (Timekeeping requirements).

Finding 20: Sampled cases, as well as interviews with management and staff, evidenced
compliance with the requirements of former 45 CFR Part 1642 (Attorneys’ fees).

Finding 21: Review of LANWT’s policies, as well as interviews with management and a
review of LANWT’s semi-annual reports, evidenced compliance with the requirements of
45 CFR Part 1612.

Finding 22: Review of sampled cases, as well as interviews with management and staff,
evidenced compliance with the requirements of 45 CFR Parts 1613 (Restrictions on legal
assistance with respect to criminal proceedings) and 1615 (Restrictions on actions
collaterally attacking criminal convictions).

Finding 23: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1617
(Class actions).

Finding 24: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1632
(Redistricting).



Finding 25: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1633
(Restriction on representation in certain eviction proceedings).

Finding 26: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1637
(Representation of prisoners).

Finding 27: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1638
(Restriction on solicitation).

Finding 28: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1639
(Welfare Reform).

Finding 29: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced substantial compliance with the requirements of 45 CFR
Part 1643 (Restriction on assisted suicide, euthanasia, and mercy killing)

Finding 30: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of LSC statutory
prohibitions against abortion related legal assistance (LSC Act, § 1007(a)(8); 42 USC §
29961(b)(8)), school desegregation litigation (LSC Act, § 1007(a)(9); 42 USC § 29961(b)(9)),
and Military Selective Service Act or desertion related legal assistance (LSC Act, §
1007(a)(10); 42 USC § 29961(b)(10)).

Finding 31: LANWT is in substantial compliance with the Accounting Guide for LSC
Recipients (2010 Ed.) (“LSC Accounting Guide”) as it maintains adequate supporting
documentation of payments and corresponding reviews and approvals. However,
deficiencies in its internal controls, governing body oversight, and Accounting Manual
were noted.

Finding 32: Interviews and a limited review of TIG-related activities, practices, and
documents relating to TIG No. 04466 evidenced compliance with 2004 TIG grant assurance
Nos. 6 and 10 but non-compliance with 45 CFR Part 1627. Moreover, LANWT failed to
properly document costs and activities related to this TIG.

Finding 33: Interviews and a limited review of TIG-related activities, practices, and
documents relating to TIG No. 04467 evidence compliance with 2004 TIG grant assurance
Nos. 6 and 10 and applicable LSC regulations, rules, and guidelines.



IL BACKGROUND OF REVIEW

On March 11 — 15, 2013, the Legal Services Corporation’s (“LSC”) Office of Compliance and
Enforcement (“OCE”) conducted an on-site Compliance Review (“CR”) at Legal Aid of
Northwest Texas, Inc. (“LANWT”). The purpose of the visit was to assess the recipient’s
compliance with the LSC Act, regulations, and other applicable LSC guidance such as Program
Letters, the Accounting Guide for LSC Recipients (2010 Ed.) (“LSC Accounting Guide”), the
LSC Property Acquisition and Management Manual (“PAMM?”), and grant conditions. The visit
was conducted by a team of 11 attorneys, three (3) fiscal analysts, and (1) management analyst.
Eight (8) of the attorneys and two (2) of the fiscal analysts were OCE staff members; the
remaining members of the team were temporary employees.

Overview of LANWT

LANWT is a non-profit legal services organization providing free civil legal services to low-
income residents in the LSC service area TX-14." The service area encompasses 105,524 square
miles, or 110 counties in northern and western Texas, and a poverty population of 858,702. See
http://newrin.1sc.gov/Scripts/LSC/Grantpro/pgpb1.asp.

LANWT is headquartered in Ft. Worth, and maintains offices in Abilene, Amarillo, Brownwood,
Dallas, Denton, Lubbock, McKinney, Midland, Odessa, Plainview, San Angelo, Waxahachie,
Weatherford, and Wichita Falls. LANWT also maintains outreach locations at social service
centers, hospitals and homeless shelters, and conducts a number of clinics throughout its service
area. LANWT has a staff of 183, including a Chief Executive Officer (“CEQ”), a Deputy
Director, a Director of Litigation, a Chief Financial Officer (“CFO”), an Accountant, an
Accounting Operations Manager and four (4) accounting assistants, a Human Resource Director,
a Communications Director, a Director of Development and a Grants Development Coordinator,
an Information Technology (“IT””) Manager, a Network Coordinator and a Webmaster, 12
Managing Attorneys, eight (8) Supervising Attorneys, 77 staff attorneys, a contract attorney, 17
paralegals, an Equal Justice Volunteer Program (“EJVP”) Supervisor and seven (7) EJVP
coordinators, four (4) intake specialists/interviewers, and 39 other staff. During the visit, OCE
visited all of LANWT’s 15 offices and interviewed the CEO, the Deputy Director, the CFO and
members of his staff, several of the Managing, Supervising and staff attorneys, paralegals and
intake specialists/interviewers, as well as several of the other staff.

In 2010, LANWT received a basic field award from LSC totaling $8,712,148.00; in 2011, it
received $8,352,006.00; and in 2012, it received $7,127,621.00. Total LSC funding for the years
2010, 2011, and 2012 was $9,778,190.00, $9,958,439.00, and $8,415,610.00, respectively.
Aggregate funding from all sources in those same years was $18,798,468.00, $18,845,700.00,
and $17,691,002.00, respectively. See http://newrin.Isc.gov/Scripts/LSC/Grantpro/pgpb3.asp .
In 2005, LSC awarded LANWT two (2) Technology Initiative Grants (“TIG”) - TIG No. 04466
in the amount of $52,037.00, and TIG No. 04467 in the amount of $32,037.00. Both of the TIGs
were closed at the time of the visit.

' LANWT was formed on March 1, 2003 when LSC re-configured the service areas of Legal Services of North
Texas and West Texas Legal Services.



For 2010, LANWT reported 23,936 closed cases in its CSR data submission to LSC. For 2011,
it reported 22,593 closed cases, and 21,587 were reported for 2012. See http:/newrin.lsc.gov/
Scripts/LSC/Grantpro/pgpb4.asp. In those same years, LANWT’s self-inspection error rates
were 5.5%, 8%, and 4.9%, respectively. From year to year, exceptions were noted with respect
to CSR Handbook (2008 Ed., as amended 2011), §§ 3.2, 3.3, 5.3, 5.5, and 5.6.

Prior to the visit, LANWT provided OCE with a statement of its priorities for the years 2010,
2011, 2012, and 2013. Consistently, the statements list LANWT’s priorities as family, housing,
health, elderly, children/youth issues, public benefits, education, employment, individual rights,
community and economic development, probate, and consumer. In 2010, 69% of all closed
cases reported by LANWT were family law cases. Housing accounted for 10% of all closed
cases; consumer, 6%; income maintenance, 4%; employment, 3%; and individual rights, 2%.
Education, juvenile and health combined for slightly more than 1%. In 2011, family law
accounted for approximately 64% of all of the closed cases that LANWT reported to LSC.
Housing accounted for 14%; consumer, 6%; income maintenance, 5%; employment, 3%; and
individual rights, 2%. Education, juvenile and health combined for slightly more than 1%. In
2012, family law accounted for approximately 63% of all closed cases reported by LANWT;
housing, 13%; consumer, 7%; income maintenance, 4%; employment 2%; and individual rights,
2%. Education, juvenile and health combined for slightly more than 2%. In any given year,
approximately 82% of all cases reported by LANWT are closed as limited legal assistance,
including counsel and advice or limited action. The remaining 18% are closed as extended legal
assistance including court or agency decision, negotiated settlement with or without litigation, or
other extensive service.

Overview of the nliance Review

OCE’s on-site visit was designed and executed to assess LANWT’s compliance with basic client
eligibility, intake, case management, regulatory and statutory requirements, and to ensure that
LANWT correctly implemented the CSR Handbook (2008 Ed., as amended in 2011) during the
period January 1, 2010 and January 31, 2013 (the “review period™). Specifically, the team
assessed LANWT’s compliance with the following regulatory requirements: 45 CFR Part 1611
(Financial eligibility); 45 CFR Part 1626 (Restrictions on legal assistance to aliens); 45 CFR §§
1620.4 and 1620.6 (Priorities in use of resources); 45 CFR § 1611.9 (Retainer agreements); 45
CFR Part 1636 (Client identity and statement of facts); 45 CFR Part 1604 (Outside practice of
law); 45 CFR Part 1608 (Prohibited political activities); 45 CFR Part 1609 (Fee-generating
cases); 45 CFR Part 1610 (Use of non-LSC funds, transfers of LSC funds, program integrity); 45
CFR Part 1614 (Private attorney involvement); 45 CFR Part 1627 (Subgrants and membership
fees or dues); 45 CFR Part 1635 (Timekeeping requirement); former 45 CFR Part 1642
(Attorneys’ fees);> 45 CFR Part 1630 (Cost standards and procedures); 45 CFR Part 1612
(Restrictions on lobbying and certain other activities); 45 CFR Parts 1613 (Restrictions on legal
assistance with respect to criminal proceedings) and 1615 (Restrictions on actions collaterally
attacking criminal convictions); 45 CFR Part 1617 (Class actions); 45 CFR Part 1632

2 On December 16, 2009, the enforcement of this regulation was suspended and the regulation was later revoked
during the LSC Board of Directors meeting on January 30, 2010. During the instant visit, LSC’s review and
enforcement of this regulation was therefore only for the period prior to December 16, 2009.

6



(Redistricting); 45 CFR Part 1633 (Restriction on representation in certain eviction proceedings);
45 CFR Part 1637 (Representation of prisoners); 45 CFR Part 1638 (Restriction on solicitation);
and 45 CFR Part 1643 (Restriction on assisted suicide, euthanasia, or mercy killing). In addition,
the team assessed LANWT’s compliance with certain statutory requirements, namely, 42 USC
2996f § 1007 (Abortion, school desegregation litigation and Military Selective Service Act or
desertion), and evaluated whether LANWT’s policies and procedures compared favorably to the
elements outlined in the LSC Accounting Guide, Chapter 3 - Internal Control/Fundamental
Criteria of an Accounting and Financial Reporting System. The team also conducted a limited
evaluation of LANWT’s management and use of its TIG awards to assess compliance with
certain applicable LSC requirements.

In preparation for the visit, by letter dated January 10, 2013, OCE requested that LANWT
provide certain materials, including copies of its financial eligibility policies and intake
procedures during the review period, its board approved priorities during the review period, a list
of all clinics operated by LANWT during the review period, its Part 1604 policy and a list of all
attorneys who were engaged in the outside practice of law during the review period, LANWT’s
indirect cost allocation methodology, a list of all attorneys who are/were employed by both
LANWT and an organization that engages in restricted activities during the review period, a list
of all funding sources and codes, and a list of all persons and/or organizations to whom LANWT
transferred LSC and/or non-LSC funds during the review period.

The letter also requested that LANWT provide a list of cases reported to LSC in its 2010 CSR
data (“closed 2010 cases™), a list of cases reported to LSC in its 2011 CSR data (“closed 2011
cases”), a list of all cases closed in 2012 (“closed 2012 cases™), a list of cases closed between
January 1 and January 31, 2013 (“closed 2013 cases™), and a list of all cases that remained open
as of January 31, 2013 (“open cases”). OCE requested that each list should be in alphabetical
order by the clients’ last name and separate open and closed lists should be generated for each
office. In addition, OCE requested that each list contain the client name, the file identification
number, the name of the advocate assigned to the case, the opening and closing dates, the CSR
case closure category assigned to the case, the funding code assigned to the case, and an
indication of whether the case was handled by staff or by a private attorney pursuant to 45 CFR
Part 1614. The letter advised LANWT that OCE would seek access to case information
consistent with Section 509(h), Pub. L. 104-134, 110 Stat. 1321 (1996), LSC Grant Assurance
Nos. 10, 11, and 12, and the LSC Access to Records protocol (January 5, 2004). OCE instructed
LANWT to notify OCE promptly, in writing, if it believed that providing the requested material,
in the specified format, would violate the attorney-client privilege or would be otherwise
protected from disclosure. The letter requested that all materials be submitted by close of
business Friday, February 8, 2013.

By letter dated February 22, 2013, LANWT agreed to afford OCE access to case information
through the use of staff intermediaries. Specifically, LANWT agreed that during the visit it
would provide one staff intermediary per OCE reviewer and that the intermediary would disclose
to OCE the CSR problem codes assigned to the cases, client names, financial eligibility
information, citizenship/alien eligibility documentation, signed retainer agreements, Part 1636
statements, the general nature of the legal assistance provided to the client, and materials
otherwise available in the public record, including, but not limited to, pleadings, orders, etc..



Following receipt of the requested materials, OCE commenced a review of the same and
proceeded to create a representative sample of cases that the team would review during the visit.
OCE distributed the sample proportionately among open and closed cases and among LANWT’s
various offices. The sample consisted largely of randomly selected cases, but also included cases
selected to test for compliance with those CSR instructions relative to timely closings, ACMS
data integrity, application of the CSR case closure categories, and duplicate reporting.

During the visit, OCE interviewed upper and middle management, fiscal staff, staff attorneys,
paralegals, IT staff, and support staff. OCE assessed LANWT’s policies and procedures, its
intake, case acceptance, case management and case closure policies and procedures, and tested
its automated case management system (“ACMS”). OCE examined the manner in which
LANWT involves private attorneys in the delivery of legal assistance to eligible clients and
reviewed its compliance with LSC restrictions regarding prohibited political activities, lobbying
activities, fee-generating cases, as well as its use of non-LSC funds. OCE also collected a
sample of informational pamphlets and brochures. As well, OCE reviewed financial records
relevant to the review period and examined LANWT’s compliance with the LSC Accounting
Guide and its costs standards and procedures. OCE reviewed LANWT’s compliance with LSC’s
timekeeping requirements and its use of LSC funds to pay membership dues and fees. OCE
conducted a limited review of LANWT’s internal controls, and reviewed LANWT’s compliance
with LSC’s timekeeping requirements and its use of LSC funds to pay membership dues and
fees. OCE also had occasion to interview the Chair and Treasurer of the LANWT Board of
Directors to assess the level of fiscal oversight exercised by the governing body. OCE also
reviewed 1,661 case files during the visit to test LAWNT’s compliance with LSC regulatory and
reporting requirements.’

Throughout the visit, LANWT cooperated fully. Consistent with the February 22, 2013 letter,
LANWT afforded access to information in the case files through staff intermediaries. LANWT
maintained possession of the files and disclosed the CSR problem codes assigned to the cases,
client names linked to case numbers, income and asset information, client signatures as they
appeared on citizenship attestations, retainer agreements and Part 1636 statements, alien
eligibility documentation, and the general nature of the legal assistance provided to the client, as
well as materials otherwise available in the public record, including, but not limited to,
pleadings, orders, etc.

During the course of the visit, OCE made every effort to advise LANWT of any compliance
issues as they arose. OCE notified members of LANWT’s upper and middle management and
fiscal personnel of compliance issues identified during the review. At the conclusion of the visit,
OCE held a brief exit conference during which OCE advised LANWT of its preliminary
findings. During the exit conference, OCE explained to LANWT that the findings were merely

3 Some of the cases contained in the sample, particularly some of the Abilene closed 2010 cases, were in storage
and, as such, were not available at the time of the visit. LANWT also identified three (3) cases that could not
otherwise be located. See Dallas closed 2011 Case No. 11-0929235 and Dallas PAI closed 2010 Case Nos. 10-
26528 and 1002247. However, for the most part, time did not permit the team to review all of the cases selected in
the sample. Nevertheless, the team made strategic decisions and prioritized the cases that it would review during the
visit. Generally, the team focused on open, closed 2013, closed 2012, and closed 2011 cases, respectively. The
team also focused its attention on cases closed with extended legal assistance. Consequently, the cases that were not
reviewed were largely those closed in 2010 and/or those closed with limited legal assistance.
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preliminary, that OCE may make further and more detailed findings in the Draft Report (“DR”),
which OCE would issue to LANWT in approximately 60 days. OCE advised LANWT that it
would have 30 days to submit its comments to the Draft Report and, as such, it should review the
Draft Report critically. LANWT was advised that a Final Report would be issued that would
include LANWT’s comments. LANWT was further advised that OCE may request additional
documentation or a demonstration that the required corrective action items have been
implemented.

During the exit conference, OCE thanked LANWT for its cooperation and advised that the visit
disclosed both patterns of compliance and patterns of non-compliance. Specifically, OCE
advised LANWT that interviews that were conducted and the materials that were reviewed
during the visit, as well as the cases that were reviewed, indicated that LANWT is in compliance
with 45 CFR Parts 1608, 1609, 1613, 1615, 1617, 1620, 1627, 1632, 1633, 1636, 1637, and
1643. OCE noted that, with some exceptions, LANWT has adopted policies and procedures
designed to ensure compliance as required by LSC regulations. OCE also commented that
LANWT’s private attorney involvement (“PAI”) activities are compliant with 45 CFR Part 1614;
that PAI oversight and follow-up are fairly well documented in some offices; and that its use of
the TIG awards appeared to be consistent with LSC requirements.

However, OCE also advised LANWT that: it must revise its financial eligibility policy; the
forms and procedures adopted by LANWT to obtain information to determine financial
eligibility lacked uniformity and that many of the forms used by different offices were
inconsistent with 1.SC requirements; instances of eligibility determinations in contradiction to 45
CFR § 1611.3(e) were noted; its process for accounting for PAI costs should be documented in
its accounting manual; revisions to its accounting manual to address bank reconciliations,
electronic banking, and to its records retention and disposition policy are necessary to comply
with the LSC Accounting Guide; contrary to CSR Handbook (2008 Ed., as amended 2011), §
10.1(a)(ii), some of the PAI cases that were reviewed involved legal assistance that was provided
by a staff attorney rather than a private attorney; although LANWT is in compliance with 45
CFR Part 1604, there were instances of outside practice that were not identified prior to the visit;
one instance was noted in which LANWT mistakenly charged a Part 1612 activity to its LSC
fund; fiscal oversight by the governing body has been lax; several cases were reviewed that
lacked documentation of LANWT’s consideration of its authorized income exceptions; several
cases were reviewed that lacked the requisite Part 1626 documentation; several cases were
reviewed that lacked a description of the legal assistance provided to the client; several cases
were reviewed that lacked retainer agreements, or contained retainer agreements that failed to
identify the nature of the client’s legal issue and/or the services to be provided; several cases
were reviewed that were dormant or untimely; and in several instances, LANWT’s application of
the case closing codes was inconsistent with the CSR Handbook (2008 Ed., as amended 2011).

LANWT responded favorably to OCE's assessment and advised it will be identifying and
implementing additional oversight methods to further increase compliance with the LSC Act,
regulations, and other applicable authority.

LANWT is currently under new management, so OCE seized the opportunity at the conclusion
of the exit conference, to promote an open dialog between LSC and LANWT, particularly with



respect to LSC regulatory and reporting requirements. LANWT was encouraged to regard LSC
as more than a financial resource, but a resource that is available to provide technical assistance
regarding LSC’s regulatory and reporting requirements as LANWT may from time to time
require.

By letter dated August 9, 2013, OCE issued a DR detailing its Findings, Recommendations, and
Required Corrective Actions. LANWT was afforded 30 days to review the DR and submit
written comments. At LANWT’s request, the time for submitting written comments was
extended. By letter dated November 22, 2013, LANWT submitted its comments to the DR.
With some exceptions, LANWT agreed with the Findings and submitted a Comprehensive Plan
of Action (“CPA”). The CPA contemplates a three-step process: an end-to-end analysis of
LAWNT’s strengths and weaknesses in the delivery of legal assistance; followed by a
comprehensive revision of the forms and procedures used for case screening, case acceptance,
case management, and case closure; and, finally, mandatory training.

LANWT stated that the CPA is designed to address not only the concerns stated in the DR, but
also concerns that new management has with the overall delivery of services within the service
area, e.g., case selection, prioritization of intake resources, utilization of hotline and clinic
resources, case staffing procedures, case review policies and procedures, case closing, statistical
reporting, and overall compliance with both LSC and LANWT policies and procedures.
Consequently, senior LANWT management has elected to implement program-wide systemic
changes designed to better meet the needs of its clients, and ensure greater compliance with LSC
regulatory and requirements.

According to LANWT, the most challenging aspect of the CPA will be the training component.
LANWT’s comments recognize that past efforts may not have achieved optimal effectiveness.
For that reason, LANWT has opted for a different approach and will select a team of trainers to
visit each branch office to conduct on-site training. The trainers will be the same from office to
office, thereby ensuring a level of consistency in the instruction provided. Attendance at training
will be mandatory and staff will be required to certify that they have read and understand the
policies and procedures being implemented.

LANWT accepts that management must take a more active role in the oversight of service
delivery, and while it cannot handle the cases, it can shoulder the administrative burdens of
public interest law, thus allowing staff to focus on serving the needs of the clients. LANWT
stated that management will find ways for LANWT to do targeted outreach to at-risk
populations; communicate with both funders and advocates to pinpoint trends before they
become legal problems; identify federal, state, and local partners to assist in the delivery of
services; and explore other means of systemically aiding low-income Texans in its service area.

LANWT commented that one measure of the success of its efforts will be the self-inspection
process conducted in the first quarter of 2014. Similarly, periodic case reviews and statistical

reviews by management should also reveal trends in compliance.

LANWT stated that effecting these changes will require a team effort that includes a
commitment from senior management to revise and train, and the dedication of the staff to
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implement the changes. LANWT stated that it will engage staff from the outset by
communicating the necessity for the changes and how they impact LANWT, thus ensuring
successful implementation. LANWT stated that it is committed to providing the highest quality
legal assistance to the maximum number of clients.

OCE has carefully considered LANWT’s comments and has made such revisions as it deems

appropriate. LANWT’s comments are reflected in this Final Report and have been attached as
an appendix hereto.
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II1. FINDINGS

Finding 1: LANWT’s current automated case management system (“ACMS”) is sufficient
to ensure that information necessary for the effective management of cases is accurately
and timely recorded.

Recipients are required to utilize an automated case management system (“ACMS”) and related
procedures which will ensure that information necessary for the effective management of cases is
accurately and timely recorded in a case management system. Such systems and procedures
must ensure that management has timely access to accurate information on cases and the
capacity to meet funding source reporting requirements. See CSR Handbook (2008 Ed., as
amended 2011), § 3.1. Recipients are also required to institute procedures for ensuring
management review of case information for accuracy and completeness. These procedures must
include a method of review to ensure that the cases are timely closed, are not reported more than
once in the same year, and fairly represent the volume and types of cases that the recipient
provided during the grant year. See CSR Handbook (2008 Ed., as amended 2011), § 3.4.
Additionally, recipients are required to establish a method in their ACMS that will de-select case
files for CSR reporting that were opened as LSC-eligible, but are not reportable to LSC as cases.
See CSR Handbook (2008 Ed., as amended 2011), § 3.5.

The ACMS currently in use by LANWT is LegalServer, a web based case management system
that offers secure remote access via the Internet and features customized modules to satisfy
LANWT’s requirements. LANWT advised that, consistent with CSR Handbook (2008 Ed., as
amended 2011), § 3.4, all case service information is reviewed prior to submission to LSC.
During the visit, LANWT demonstrated the capacity of LegalServer by generating reports
according to client name, casehandler, problem code, adverse party, length of time that a case
has been opened, etc. LANWT also demonstrated LegalServer’s ability to provide case history,
to upload and retrieve related documents, as well as its ability to track both the progress of a case
and casehandler time.

Based on a comparison of the information yielded by the ACMS to information contained in the
cases that were reviewed during the visit, LANWT’s ACMS is sufficient to ensure that
information necessary for the effective management of cases is accurately and timely recorded.
With few exceptions, the file information disclosed by LANWT during the visit was consistent
with the information contained in the case lists. See Plainview open Case No.11-0914860
(inconsistent funding code), Plainview open Case No.12-0970094 and Plainview open PAI Case
No. 11-0877098 (inconsistent problem code), Odessa closed 2013 Case No. 13-0995764
(inconsistent case closing code), Plainview closed 2013 Case No.13-0995498 (inconsistent
household size), Plainview open PAI Case No. 12-0965993 and Dallas closed 2011 Case No.
1023907 (inconsistent open date), and Lubbock open PAI Case No. 12-0979523 (inconsistent
information ACMS listed the case as open, but the file indicated it was closed in 2012).*

* OCE also noted several instances in which legal assistance was provided to the client prior to the open date that
appeared on the case lists. See, e.g., Abilene open Case No. 12-0943903, McKinney open Case Nos. 11-0887328,
12-0925834, 12-0984373 and 1013434, Wichita Falls open Case Nos. 12-0951452, 11-0899095, 12-0981775, 13-
0995600, 12-0962658, 12-092596 and 13-0993608, San Angelo closed 2013 Case Nos. 12-0990439 and 12-
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In 2011, LANWT converted its ACMS from Practice Manager to LegalServer. During the
entrance conference, LANWT advised that the data transfer from Practice Manager to
LegalServer was somewhat problematic and that it experienced problems converting the closed
2010 and closed 2011 data. For example, the lists of cases reported to LSC by LANWT in its
2010 and 2011 CSR data submission contained cases that were closed with various “reject”
codes, but were designated as CSR eligible. See, e.g., Amarillo closed 2010 Case No. 1031425,
Brownwood closed 2010 Case No. 1020156, Dallas closed 2011 Case Nos. 11-0894106 (closed
as “Q,” but designated CSR eligible) and 11-0889208 (closed as “Ax,”, but designated as CSR
eligible), and Weatherford closed 2011 Case No. 11-0894456 (closed as “X,” but designated as
CSR eligible).

LANWT explained that its previous ACMS contained a number of “reject” codes that were used
to de-select cases that were opened as LSC-eligible but are not reportable to LSC as cases.’
LANWT assured the team that such cases had not been reported to LSC in its CSR data
submission. Rather, LANWT believes that in the process of transferring its data, LegalServer

defaulted all of the responses in the “CSR Eligible” column to “yes”.6

In the week following the on-site visit, OCE confirmed that the “reject” codes would not have
been accepted by LSC. As such, those cases that appeared on the case lists with “reject” codes
were not reported to LSC. Following the visit LANWT provided a list of cases reported to LSC
in its 2010 and 2011 CSR data submissions. The lists lack any cases closed with any of the
“reject” codes, and the number of cases contained on the lists is more consistent with LSC’s CSR

0990668, Amarillo closed 2012 Case No. 11-0914600, Midland closed 2011 Case No. 1100556, and San Angelo

closed 2012 Case No. 1106772. In each instance, the files indicated that counsel and advice was provided to the

client, either by the Legal Aid Line or by a clinic and that the case was then forwarded as “pending” to the

appropriate branch office for further assistance. If the branch office accepts the case for further assistance, the date

of acceptance is the “open” date and the ACMS is annotated accordingly. LANWT may wish to consider modifying

this practice so that the open date reflected in the ACMS coincides with the date that the clinic of the Legal Aid Line
rovides the client with counsel and advice.

The Practice Manager “reject” codes included:

AG - Information only

M - CSR ineligible incorrect information at intake, over asset limit
M1 - CSR ineligible incorrect information at intake, over income limit
N - Ineligible client because of Immigration Status

N-1 - No show

O - Referred without providing legal assistance

P - Prohibited case type (criminal, class action, etc.)

R - Ineligible because matter outside priorities

S - Not in LANWT service area (not eligible or no assistance provided)
T - Eligible, but rejected due to conflict of interest

U - Already represented (no advice given)

\Y - Insufficient merit to open (no advice or assistance given)

w - Insufficient resources (no assistance provided)

X - Insufficient documentation or data (o report as eligible

Xa - Withdrew before legal assistance provided

Xb - Incorrect non-financial information at intake

Xd - Duplicate case

Xt - Required documentation not present

¢ LANWT also advised that the transfer corrupted some of the income eligibility data.
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data.” It is assumed that the inconsistency is due in part, or whole, by the migration problems
experienced by LANWT during the transition from Practice Manager to LegalServer.
Unfortunately, the LANWT server which stored Practice Manager is no longer functioning so the
original case data is no longer accessible.

LANWT advised that with two (2) exceptions, the Practice Manager codes are no longer active.®
The two (2) remaining active reject codes supplement the four mandatory “yes” or “no”
questions which appear in LegalServer’s case closing sequence. The four questions are: (1)
Legal assistance is documented (including written correspondence received by applicant); (2)
Case is closed A, AW, B, or BW’ . . . OR a retainer is in the file OR it is a PAI case; (3) Case is
closed A, AW, B, or BW AND all contact was telephonic OR citizenship form or alienage
documentation is in the file; and (4) Case is closed timely. A negative answer to any one of the
questions de-selects the case. But, since a retainer agreements is not an element of CSR
reporting, a “no” answer to the second question should not result in de-selection. Accordingly,
LANWT was advised to eliminate the second question.

However, the closed 2012 and closed 2013 case lists also contained cases that were closed with
one of the reject codes that continued to be designated as CSR eligible. See, e.g., McKinney
closed 2013 Case No. 12-0959349 (closed as “N-1,” but designated CSR eligible), Waxahachie
closed 2013 Case No. 12-0987219 (closed as “Xa,” but designated CSR eligible), Dallas closed
2012 Case No. 901477 (closed as “N,” but designated CSR eligible), Waxahachie closed 2012
Case Nos. 12-0963707 (closed as “O,” but designated CSR eligible), 11-0899849 (closed as “N-
1,” but designated CSR eligible) and 12-0957031 (closed as “W,” but designated CSR eligible).
Contra, e.g., McKinney closed 2013 Case Nos. 12-0963040 and 12-0924044, and Waxahachie
closed 2012 Case Nos. 11-0907053, 12-0954458, and 12-0965700 (all closed with “reject”
codes, but designated CSR ineligible).'"’ Considering the use of LANWT’s reject codes and the
case closing sequence, it is unclear why the cases noted above continued to be designated as
CSR eligible. In its response to the Draft Report, LANWT was directed to explain why cases
closed with a reject code continue to be designated as CSR eligible in its ACMS.

Additionally, OCE observed cases in which the ACMS recorded the client’s income as zero, but
the case files indicated an income amount other than zero. See Amarillo open Case Nos. 13-
0995004 and 12-0943414, and Amarillo closed 2013 Case No. 11-0914106.

7 For 2011, LANWT reported 22,593 closed cases. In response to OCE’s January 10, 2013 scheduling letter,
LANWT provided a list that contained 22,814 closed cases. Following the on-site visit, LANWT provided a list of
cases reported to LSC in its 2011 CSR data that contained 22,532 cases. For 2010, LANWT reported 23,936 closed
cases. In response to OCE’s scheduling letter, LANWT provided a list that contained 25,585 closed cases.
Following the on-site visit, LANWT provided a list of cases reported to LSC in its 2010 CSR data that contained
23,970 cases.

¥ The two (2) exceptions are the “M” and “X” series codes. These codes are active in LegalServer and are intended
to enable LANWT to de-select case files from CSR reporting.

® AW” and “BW” are codes developed by LANWT. They are equivalent to “counsel and advice” and “limited
action” and are short for “advice only due to limited resources (needed representation)” and “brief service only due
to limited resources (needed representation),” respectively.

10" As well, the team reviewed at least one case that was designated CSR ineligible, but was actually a reportable
case. See Denton closed 2012 PAI Case No. 11-0897438
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In response to the DR, LANWT agreed that its current ACMS is sufficient to ensure that the
information necessary for the effective case management is accurately and timely recorded.
LANWT also agreed that a number of cases that were assigned “reject” codes still showed as
CSR eligible in the case lists that were provided to OCE prior to the visit. LANWT explained
that LegalServer has two (2) ways of rejecting a case. First, LegalServer does not consider a
request for legal assistance as a case until the request is designated as “open” either for extended
or limited service. When a request is rejected somewhere in the intake process, it is never sent to
a “closing” screen as it was never “opened”. Since CSR eligibility is determined when the case
is closed, no request that has been rejected prior to opening will show as CSR eligible. The
problem then, is when a case is “opened” and later rejected. Once a request becomes a case, it
must then be “closed” and assigned a closing code (which includes several rejection codes).
During this process, the case is analyzed for CSR eligibility, and some cases were improperly
marked as CSR eligible because they seemed to meet the CSR criteria (the case was not a
duplicate, the case had proper citizenship documentation, and the case demonstrated legal
services provided prior to the case being discovered as ineligible). The case handler should have
marked the CSR eligibility questions as “no” because those questions only apply to cases in
which the client received extended services, limited services, or advice and counsel. Once the
case was determined to be a reject, no question should have been answered “yes” as the
questions do not apply to rejected cases. In reviewing this issue, LANWT has determined that it
will be a better procedure to reject cases by changing their disposition from “open” back to
“pending” and then proceeding directly to the reject process. In that way, the case will go back
to being a matter, and when rejected from the pending status, will not trigger the CSR eligibility
questions. This is a training issue, and is a part of the CPA LANWT is implementing to address
compliance issues.

LANWT noted that in the methodology prepared by the new management team for reporting
CSR information, one of the limiting fields in LegalServer is the case closing code. That field
can be set to exclude certain codes. In preparing the 2013 CSR, the methodology calls for all
“reject” codes to be excluded from the CSR, so that even if a rejected case was erroneously
coded as CSR eligible, it would not make the final CSR report.

LANWT also commented that it has eliminated the question concerning retainer agreements in
the LegalServer case closing sequence.

Based on OCE’s review of LANWT’s comments, Required Corrective Action Nos. 1 and 2 are
closed. However, not later than 90 days from the date of this Final Report, LANWT is required
to advise OCE of the status of its LegalServer training, including copies of any training agenda,
attendance sheets, and an explanation for how LANWT intends to measure the effectiveness of
its training.

Finding 2: LANWT’s intake procedure does not support compliance related requirements.

In making financial eligibility determinations regarding individual applicants, LSC regulations
require that recipients make a reasonable inquiry regarding the sources of the applicant’s income,
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income prospects, and assets. The regulations further require that recipients adopt simple intake
forms and procedures to obtain and record income and asset information in a manner that
promotes the development of the attorney-client relationship. See 45 CFR § 1611.7.

During the visit, the team discussed LANWT’s intake procedures with various intake personnel,
including the CEO, Managing Attorneys, Supervising Attorneys, staff attorneys, paralegals,
intake supervisors, and intake receptionists in each of LANWT’s 15 offices. Additionally, the
team reviewed the forms — electronic and otherwise - adopted by LANWT to obtain information
necessary to the determination of both financial and citizenship/alien eligibility, and its case
management/supervision practices. Although there is more than a fair amount of consistency in
the way that LANWT screens for eligibility, staff’s practices and understandings vary from
office to office and are inconsistent with compliance requirements.

Office Intake

LANWT offers applicants a variety of portals to access legal services, including telephone, walk-
in, community outreach, clinics, home visits, and the Legal Aid Line. LANWT does not
currently offer on-line intake application system. According to interviews with upper and middle
management and intake staff, LANWT receives more requests for legal assistance by telephone
than in person, i.e., walk-in applicants.

The intake procedures and forms were fairly consistent from office to office. Each office has a
well-publicized toll-free intake number and, while some offices reported a higher incidence of
walk-ins, absent an emergency, all applicants for legal assistance are seen by appointment.
Whether via telephone or walk-in, typically, persons seeking legal assistance from LANWT are
pre-screened to ensure that their legal issue is within the area served by the particular office, is
one that is not prohibited, and is within LANWT’s priorities. The pre-screen typically includes
inquiries related to citizenship/alien eligibility, conflicts, and duplication. In addition, LANWT
conducts a financial eligibility pre-screen, including inquiries related to household size, total
household income, and total household assets. All such information is captured on an
abbreviated intake form.!! In several offices, the pre-screen questionnaires, by themselves,
would be insufficient to document an applicant’s financial eligibility. In particular, none of the
questionnaires documented LANWT’s consideration of the applicant’s income prospects as
required by 45 CFR § 1611.7(a)(1); see also, OLA Advisory Opinion # AO-2009-1006

"' The McKinney, Midland, and Weatherford offices do not use a pre-screen form. Rather, the more detailed intake
application is completed. In the Amarillo, Lubbock, and Waxahachie offices, the applicant is pre-screened by
opening a “pre-screen intake” in the ACMS. This pre-screen intake collects basic demographic information and
screens for conflicts, duplication, citizenship/alien eligibility, and financial eligibility. ACMS drop-down menus are
used as a guide during the financial pre-screen. Interviews with the receptionist demonstrated thal appropriate
eligibility questions are asked and simultaneously entered into the ACMS. Applicants who may appear slightly
over-income or who need to gather alien eligibility documentation are still scheduled for an appointment and are
asked to provide the necessary alien eligibility documentation at the time of their appointment, at which time they
complete a full intake application. The receptionists have the authority to tell applicants who are clearly not eligible
that they do not qualify for services.
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(September 3, 2009), and some of the questionnaires failed to capture any asset information.'?

The ACMS does, however, contain an appropriate income prospects inquiry. "

If there is no conflict, the request is not prohibited or a duplicate, and the applicant appears to be
eligible, LANWT schedules the a}’)plicant for an appointment, either at one of its various clinics
or with one of its staff attorneys."* Appointments are scheduled until all available daily
appointment slots are filled. Applicants who telephone an office after all appointments have
been scheduled are given the option of calling back to schedule an appointment or calling the
Legal Aid Line. In most offices, one or more staff attorneys and/or paralegals are scheduled to
handle emergency intakes each week and will conduct intake interviews with applicants
requiring immediate assistance once they are screened for eligibility. Questions about an
applicant’s eligibility — financial or otherwise - are resolved by the intake supervisor or the
Managing Attorney. Applicants with conflicts or issues that LANWT may not handle are sent
rejection letters.

When the applicant arrives for his/her appointment — whether at the office or one of the clinics -
he/she is provided an intake application. The application requests information concerning the
applicant, i.e., name, Social Security Number, alien number, date of birth, occupation, language,
ethnicity, address, veteran status, etc., the applicant’s household size, the applicant’s income and
the income of other household members, household assets, fixed debts and obligations, medical
expenses, child care costs, medical insurance, employment related transportation expenses, and
information about the adverse party. The application does not, however, request information
regarding income prospects.

Once the applicant has completed the application, he/she is seen by one of the persons assigned
to intake."” This person then reviews the information contained in the application with the
applicant and the applicant’s responses are entered into LegalServer. The prompts in
LegalServer require the user to enter information concerning citizenship/alien eligibility,
household size, income, assets, and income prospects.16 As well, the prompts and drop-down
menus facilitate eligibility screening and ensure that staff make appropriate inquiry. Six-way
conflict and duplicate case checks are conducted at the beginning of an intake interview, after
essential applicant and opposing party information is obtained, utilizing the ACMS. Citizenship
and alien eligibility screening is then conducted, with proper documentation being obtained for
in-person applicants. The ACMS contains a drop-down menu to facilitate alien eligibility
screening. Financial eligibility screening, including income prospects, follows, with drop-downs

12 The team noted that the forms have changed over the years, but even the most current version that was reviewed
during the visit failed to document LANWT’s consideration of the applicant’s income prospects.

" The question in the ACMS states, "Do you have reason to believe that your income is likely to change
significantly or in the near future." The user must select yes or no; there is no default and it is a mandatory question.
" LANWT advised that applicants who are scheduled for appointments at one of LANWT’s various clinics are
generally applicants with legal issues that LANWT routinely refers to those attorneys participating in its private
attorney involvement efforts, namely family law issues.

> The Dallas, Denton, Ft. Worth, and Lubbock offices have intake receptionists and intake paralegals that complete
the intake. In the Wichita Falls office, intake is completed by the paralegals and staff attorneys.

' LegalServer calculates the applicant’s percentage of the FPG and for those applicants whose income is greater
than 125% of the FPG but less than 200% of the FPG, LegalServer contains a drop-down that corresponds to the
authorized exceptions adopt by LANWT in its financial eligibility policy. It also contains a drop-down that lists all
of the alien categories contained in the appendix to Part 1626.
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utilized to facilitate the screening for various income and asset sources. The ACMS is
programmed to calculate applicant income FPG percentages as well as asset eligibility. If the
information entered into the ACMS shows an applicant’s income as being between 125-200% of
the FPG, the ACMS automatically directs the user to a drop-down menu of 45 CFR § 1611.5
income exceptions titled “1611 Factors.” Additional ACMS screens collect demographic
information related to ethnicity, marital status, living arrangements, language, disabilities, etc., as
well as information related to the applicant’s legal issue. There are no defaults with respect to
those fields that concern client eligibility.

In many offices, the person assigned to intake is authorized to reject applicants who appear
ineligible due to income or assets. Similarly, the intake staff are authorized to inform an
applicant if there is a conflict, or if they are not eligible. If an applicant is unhappy with the
eligibility determination of intake staff, the Managing Attorney will speak with them. After all
of the information obtained has been entered into the ACMS, and the applicant has satisfied the
citizenship/alien eligibility documentation requirements, those applicants who are eligible are
seen by the staff attorney or paralegal scheduled to meet with applicants for that morning or
afternoon. With the exception of the Legal Aid Line, no level of legal assistance is provided
prior to the applicant’s meeting with the staff attorney or paralegal.

Except for the fact that they are not pre-screened, the same procedures also apply for walk-in
applicants. Non-emergency walk-ins are screened for eligibility and case type and are given an
appointment, either with one of the staff, or at one of the clinics. Emergencies, defined as the
homeless, victims of domestic violence, and persons with imminent deadlines, are seen by an
attorney or paralegal the same day.

Legal Aid Line is a centralized intake and legal assistance line. In many instances, applicants
who contact one of the branch offices, either in person or by telephone, with a non-emergency
legal matter are referred to the Legal Aid Line. The Legal Aid Line is staffed by attorneys in the
Dallas office and is available throughout LANWT’s service area, except for Dallas and Ft.
Worth. The Managing Attorney of the Legal Aid Line explained that due to budget cuts and an
increased demand for service in the Dallas and Ft. Worth areas, beginning January 1, 2013,
Dallas and Ft. Worth callers are directed to other intake portals, i.e., the clinics or the Dallas or
Ft. Worth toll-free intake numbers.

The manner of determining eligibility by Legal Aid Line differs only slightly from the process
previously described. Callers to the Legal Aid Line are screened for eligibility using
LegalServer and their responses are contemporaneously entered into the ACMS. If there is no
conflict and the caller’s legal issue is not prohibited, is within LANWT’s priorities, and the caller
is eligible, the staff attorneys assigned to the Legal Aid Line provide limited legal assistance.

Clinics and Outreach Intake

LANWT also conducts on-site eligibility screenings at various clinic and outreach locations.
Some of the clinics are non-LSC funded, and some are issue specific, i.e., domestic violence,
veterans’ issues, etc. The clinics are advertised on LANWT’s website, as well as in flyers
distributed to court clerks, advertisements in local publications, and emails to private attorneys
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who have expressed an interest in receiving such information. Generally speaking, attendance at
the clinics is by appointment.

In some instances, the clinics are staffed by LANWT, while in others the clinics are staffed by a
combination of LANWT staff and private attorneys. The intake process typically involves
participants signing in upon their arrival at the clinic. The participants are then greeted by an
LANWT staff member who advises them of the types of cases that LANWT is prohibited from
taking and LANWT’s priorities. In most instances, clinic participants are screened for conflicts
and eligibility prior to the clinic, but LANWT is typically able to conduct comprehensive
eligibility screenings, including a conflicts and duplication check, via remote access to the
ACMS, with citizenship/alien eligibility screening and documentation obtained on-site. If
internet access is unavailable, eligibility screening is conducted using the LANWT application
form, and for clinics conducted during office hours, conflicts are screened by telephone with
office staff conducting the conflict check on the ACMS. Some clinic locations fax completed
paper intake forms to the branch office prior to the scheduled clinic. Following the intake
screening, the applicant is provided limited legal assistance.

The decision of whether to accept a case for legal assistance beyond that provided at the clinic is
made at the weekly staffing meeting, and the applicant is informed of case acceptance in the
manner described infra. At the conclusion of the clinic, all of the manual intake forms, along
with all other client documents, are brought back to the office and scanned into the ACMS.

Case Acceptance

While the Legal Aid Line staff reviews all intakes daily, all other offices advised that intakes are
staffed weekly. At the Legal Aid Line, the daily review includes an evaluation of the applicant’s
eligibility and a determination of whether the case should be closed with the limited legal
assistance provided by Legal Aid Line or whether it should be referred to one of LANWT’s
branch offices. If Legal Aid Line determines to refer the case to one of the branch offices, all of
the information entered into the ACMS is transmitted to that office. Although the Amarillo
office relies heavily on the Legal Aid Line as its method of intake, the Abilene, Lubbock,
Midland, Odessa, Plainview, and San Angelo offices reported receiving very few referrals from
the Legal Aid Line.

The branch offices hold weekly case staffing meetings. Regardless of the fact that the applicant
may have received limited legal assistance at the time of their appointment with the branch office
staff attorney or paralegal, all intakes, whether referred through the Legal Aid Line or conducted
by one of the branch offices, remain “pending” until after the branch office weekly case staffing
meetings. These meetings offer not only an opportunity to discuss the legal issues presented by
recent applications and the appropriate level of legal assistance to be provided, but are also used
to discuss referrals from the Legal Aid Line as well as developments in existing cases.
Managing Attorneys and staff discuss the facts of each case and make a determination regarding
whether the case should be accepted, rejected, rejected for extended service (for cases where
limited service was provided on the intake date), or referred for PAI. Typically within a week of
the meeting, the branch office will advise the applicant, in writing, of its determination.
Applicants who are accepted for assistance beyond the limited legal assistance provided by the
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attorney or paralegal are provided a retainer agreement and, as appropriate, LANWT’s Part 1636
form. The applicant is instructed to execute the forms and return them to LANWT within a time
certain. Failure to do so results in LANWT closing the case at the level of legal assistance
provided by the attorney or paralegal at the appointment.

If, on the other hand, the applicant’s case is of the type that is typically handled by, or should
otherwise be referred to, one of LANWT’s PAI components, the case is referred to the
appropriate PAI component for review and the applicant is so informed. If the case is
successfully referred to one of LANWT’s PAI components, the ACMS is annotated accordingly
and the case is then electronically transferred to appropriate PAI component.

Training

All intake staff interviewed stated that training is provided on a regular basis. Several intake
personnel stated, within the past six (6) months, they have received instruction on financial and
citizenship/alien eligibility requirements. The intake supervisor in Ft. Worth stated that she
meets regularly with intake personnel and, where necessary, makes revisions to the procedures
used to determine eligibility. As well, the Managing Attorney in the Ft. Worth office stated that
all intake personnel receive a two (2) day training on LegalServer and CSR requirements.

Case Management/Supervision

Each of the branch offices reported periodic case reviews with staff attorneys to ensure
timeliness and provide support to staff attorneys, as needed.!” The Managing Attorneys
indicated that the reviews focus on both open and recently closed cases. The reviews are used to
assess the timeliness, duplication, and proper file documentation. Managing Attorneys reported
the use of the ACMS “open case reports,” to view all open cases, and “90 day reports,” to view
all files that have not had any time entered in 90 days.

Staff attorneys are responsible for signing case closing letters, assigning case closure categories,
and completing a closing sheet for each assigned case. The closing sheet summarizes the legal
services provided to the client and includes a checklist questionnaire regarding CSR eligibility
elements which must be approved and signed by the Managing Attorneys before the file is closed
in the ACMS. Once the closing sheet is approved by the Managing Attorney, it is closed in the
ACMS.

The Managing Attorneys conduct open case review with staff attorneys approximately three (3)
times per year. They will use the ACMS to pull up each staff attorney’s open cases, and will sort
them oldest to newest, prior to meeting with each staff attorney. Each Managing Attorney also
conducts an “end of year review” in order to ensure that cases are timely closed before the end of

the year.

"7 With one (1) exception, the branch offices reported that they conduct quarterly reviews. The one (1) exception
reported that such reviews are held every four (4) months. All of the branch offices reported that they conduct an

“end of year” review.
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Issues and Concerns

Although the intake practices were fairly consistent from office to office, a number of
compliance concerns were noted during the visit. For example, the offices use a mix of forms
that collect varying amounts of information necessary for a determination of eligibility.
Although all of the information necessary to LANWT’s financial and citizenship/alien eligibility
determination is ultimately entered into its ACMS, it is, perhaps, the use of the different forms
that lead to the different screening practices.

Specifically, the Midland, Odessa, and San Angelo offices use an intake form that lists various
income sources. Consequently, these offices ask applicants whether they derive any income
from any of the various sources. In contrast, the Abilene office, which uses a form that does not
list various income sources, does not make such inquiry.'® Indeed, in some offices OCE
observed a noticeable number of cases involving clients with no income and few assets.
LANWT staff members were interviewed regarding the integrity of the LANWT intake
screening process and were asked to explain the households that remained at zero income for an
extended period that did not receive or apply for public benefits. Some staff explained that under
LANWT’s definition of household, LANWT can accept an unmarried person who is supported
by someone with whom they live. However, the income of the person(s) with whom the
applicant lives is not consistently considered. In many instances, if the income of all persons in
the household had been considered, the applicant may not have been eligible for LSC funded
legal assistance.

LANWT defines “household” as

those persons living together and related by blood or law to the applicant whom
the applicant has a legal responsibility to support; or those persons who, if not
related by blood or law, live together on a long-term basis and have shared living
expenses.

However, “living together on a long-term basis” and “shared living expenses” appear to be
applied differently in different offices. It was not apparent that LANWT has developed any clear
definition of “long-term,” i.e. whether “long-term” is weeks, months, years, etc. Consequently,
it is questionable whether all offices make reasonable inquiry regarding all sources of household
income as required by LSC regulations.

As mentioned previously, none of the pre-screen questionnaires documented LANWT’s
consideration of the applicant’s income prospects as required by LSC regulations, and some of
them failed to capture any asset information.

Further, while LANWT has adopted unreimbursed medical expenses and medical insurance
premiums as an authorized exception, the more detailed intake application lists “medical
expenses” and “medical expenses paid in the last 30 days.” Similarly, although the financial

'8 Additionally, the Abilene office’s pre-screen questionnaire requests information about the applicant’s income, but
not the hiousehold income.
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eligibility policy exempts “vehicles used for transportation,” the ACMS exempts “1 car per
working member of the household.”

Also of concern is the fact that LANWT’s intake application lists food stamps as an income
source. Although the ACMS excludes the value of an applicant’s food stamp allotment from its
calculation of income, LANWT is advised that income does not include the value of food or rent
received in lieu of wages. See 45 CFR § 1611.2(i). Moreover, the value of benefits received
under the food stamp program may not be considered income or resources for any purpose under
any federal, state, or local laws. See 7 USC § 2017(b).

As noted infra, the Midland office’s use of the “other significant factors” exception is
inconsistent with LSC requirements. See Finding 4, fn. 22. The authorized exceptions contained
in 45 CFR § 1611.5 are specific to the applicant’s financial condition, as opposed to the
affordability of legal assistance. Financial eligibility is a threshold determination that focuses
exclusively on the applicant’s economic situation, and, in some measure, is personal to the
applicant. The relative merit of the applicant’s legal issue, the consequences to the applicant if
legal assistance is denied, even the existence or non-existence of other affordable legal assistance
are important considerations, however, they are not appropriate considerations in determining an
applicant’s financial eligibility.

Another concern, which was noted in the Abilene office, was the use of LANWT’s “Verification
of Eligible Alien Status” form. The team was advised that the form was developed for staff use
but, until December 2012, the applicant completed and signed the form. Although the Abilene
office also advised that the documentation submitted by the applicant is photocopied and
maintained, LANWT is reminded that, unlike applicants claiming US citizenship who may
simply attest to their citizenship, LSC regulations impose a burden on recipients to review the
documentation submitted by aliens seeking representation in order to verify their eligibility. The
form developed by LANWT is sufficient to document LANW'T’s compliance with LSC
requirements, but it must be used properly.

Intake personnel in the Waxahachie office stated that when the applicant’s income is below
125% of the FPG, income prospects are not screened. The San Angelo office records the value
of all assets — exempt and non-exempt — while other offices record only the value of non-exempt
assets. Contrary to 45 CFR § 1611.3(e) and LANWT’s financial eligibility policy, intake
personnel in the Abilene, Midland, Odessa, and San Angelo offices advised that the income and
assets of the alleged perpetrator of domestic violence are indeed considered if such perpetrator is
still in residence, or continues to pay bills. In the McKinney office, applicants whose income
does not exceed 200% of the FPG are considered eligible without considering any of LANWT’s
authorized exceptions.

As well, the team noted that the list of non-exempt assets that is contained in the forms was
generally inconsistent with the list of non-exempt assets that appears in the ACMS, and that the
list of non-exempt assets appearing in the ACMS was not necessarily consistent with the list of
non-exempt assets that appears in LANWT’s financial eligibility policy.

22



Finally, the team was advised that in some instances, applicants who appear in person at one of
LANWT’s branch offices are permitted to telephone the Legal Aid Line, where they receive
limited legal assistance by telephone, but are not required to provide Part 1626 documentation.

Absent special circumstances, recipients are required to obtain signed citizenship attestations or

to verify eligible status through the review of appropriate documentation for persons who appear
in person to seck services from the recipient even if the recipient chooses to provide that service

to those clients via telephone. See OLA Advisory Opinion AO-2009-1002 (June 10, 2009).

Each of the aforementioned practices is inconsistent with the regulatory and reporting
requirements, and guidance provided by LSC. A better practice, and one more consistent with
LSC requirements, is to develop a simple and uniform intake form for use in obtaining
information from individuals and groups necessary to an informed financial eligibility
determination. In developing such form, LANWT should be guided by 45 CFR § 1611.7(a)(1),
which requires that recipients make reasonable inquiry regarding sources of income, household
income, income prospects, and the total value of household assets. It should also ensure
consistency between its financial eligibility policy, its ACMS, and its forms. Non-exempt assets
and authorized exceptions appearing in the financial eligibility policy should appear in both the
ACMS and on the intake form. Thereafter, LANWT was advised it should develop intake
procedures to ensure the consistency of financial eligibility determinations office to office, and
ensure the consistent use of the intake form. The development of the forms and procedures
should then be followed by program-wide training to ensure that all staff are familiar with the
requirements of a compliant intake system, including ensuring a clear and consistent application
of its definition of “household,” particularly with regard to those in shared living situations, and
ensuring proper application of its authorized exceptions.

In response to the DR, LANWT stated that it agreed in part with this Finding. Specifically,
LANWT stated its belief that its current intake procedures need to be reviewed with an eye
toward greater uniformity regarding the use of forms and the implementation of policies and
procedures designed to ensure compliance with LSC regulations. LANWT expressed its opinion
that the policies and procedures it has adopted, both prior to the OCE visit and in to response the
DR, are sufficient to ensure compliance with LSC regulations. According to LANWT, itis a
matter of clearly communicating those policies and procedures to branch managers and staff, and
then providing comprehensive training to all staff, so that everyone is following the required
procedures.

Regarding the instruction contained in the DR relative to LANWT’s intake form, LANWT has
revised its intake form. LANWT stated that the revised form was created using the ACMS as a
template and the form now tracks the inquiries in the ACMS as closely as possible. LANWT
stated that staff will be instructed that older intake forms should not be used for intake purposes
LANWT should advise OCE as the date on which this action took or will take place.

LANWT submitted a copy of the form with its response to the DR. The revised form contains
inquiries regarding household size, household income, source(s) of income, income prospects,
the total value of the household’s assets, and household expenses. In addition, the form appears
to be consistent with the financial eligibility policy that was operative at the time of the visit.
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The references to “medical expenses” and “medical expenses paid in the last 30 days” have been
eliminated, and food stamps are no longer listed as a source of income.

LANWT also submitted a copy of its modified “Office Intake Procedures” which designates
LegalServer as the primary intake platform. The procedures specifically instruct staff that the
pre-screening form is not the intake form. Although the form should be completed, it is not to be
used to confirm eligibility. The pre-screen is used to identify those who are clearly ineligible
and, thereby, ensure that appointment slots are reserved only for those that are potentially
eligible. When it becomes necessary to use a hard copy application, staff have been instructed to
use the revised LAWNT Intake Application Form. The procedures require that intake workers
make reasonable inquiry into household size, household income and income prospects, and
household assets. The procedures require that all such information be entered into LegalServer.

The procedures also address the need for Part 1626 documentation and instructs staff consistent
with OLA Advisory Opinion AO-2009-1002 (June 10, 2009).

Based on LAWNT’s response to the DR and OCE’s review of the revised Intake Application and
the modified Office Intake Procedures, Required Corrective Action Nos. 3, 4, 5, 6, and 7 are
closed. However, not later than 90 days from the date of this Final Report, LANWT is required
to advise OCE of the status of its implementation of the of its CPA, particularly at it related to
Required Corrective Action Nos. 5, 6 and 7. LANWT’s response hereto should include copies of
any training agenda, attendance sheets, and an explanation for how LANWT intends to measure
the effectiveness of its training.

Finding 3: LANWT’s financial eligibility policy requires minor revision and sampled cases
evidenced non-compliance with 45 CFR § 1611.5(b).

Recipients may provide legal assistance supported with LSC funds only to individuals whom the
recipient has determined to be financially eligible for such assistance. See 45 CFR § 1611.4(a).
Specifically, recipients must establish financial eligibility policies, including annual income
ceilings for individuals and households, and record the number of members in the applicant’s
household and the total income before taxes received by all members of such household in order
to determine an applicant’s eligibility to receive legal assistance.”” See CSR Handbook (2008
Ed., as amended 2011), § 5.3. For each case reported to LSC, recipients shall document that a
determination of client eligibility was made in accordance with LSC requirements. See CSR
Handbook (2008 Ed., as amended 2011), § 5.2.

In those instances in which the applicant’s household income before taxes is in excess of 125%
but no more than 200% of the applicable FPG and the recipient provides legal assistance based
on exceptions authorized under 45 CFR § 1611.5(a)(3) and 45 CFR § 1611.5(a)(4), the recipient
shall keep such records as may be necessary to inform LSC of the specific facts and factors
relied on to make such a determination. See 45 CFR § 1611.5(b), CSR Handbook (2008 Ed., as
amended 2011), § 5.3.

% A numerical amount must be recorded, even if it is zero. See CSR Handbook (2008 Ed., as amended 2011), § 5.3
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For CSR purposes, individuals financially ineligible for assistance under the LSC Act may not be
regarded as recipient “clients” and any assistance provided should not be reported to LSC. In
addition, recipients should not report cases lacking documentation of an income eligibility
determination to LSC. However, recipients should report all cases in which there has been an
income eligibility determination showing that the client meets LSC eligibility requirements,
regardless of the source(s) of funding supporting the cases, if otherwise eligible and properly
documented. See CSR Handbook (2008 Ed., as amended 2011), § 4.3.

Prior to the visit LANWT submitted its financial eligibility policy to OCE. In consultation with
the Office of Legal Affairs (“OLA”), OCE reviewed the policy and determined that it was
generally compliant with Part 1611. The policy establishes an annual income ceiling that is not
greater than 125% of the FPG and contains language consistent with 45 CFR § 1611.3(e).
LANWT has also adopted authorized exceptions to its annual income ceiling which are
consistent with 45 CFR § 1611.5. In the event that an applicant is determined eligible on the
basis of LANWT’s consideration of any of the authorized exceptions, the policy requires
documentation of the basis for the eligibility determination. Such documentation must include
the facts relied on in making the eligibility determination. The policy further requires that
LANWT maintain these records in order to report on the number of applicants who receive a
waiver. LANWT has developed a specific form that staff may complete and submit to the CEO
for his/her written approval prior to the determination of eligibility and acceptance of an
applicant’s case.

Consistent with 45 CFR § 1611.6, the policy also permits LANWT to provided legal assistance
to groups, corporations, associations or other entities upon a showing that the group, corporation,
association or other entity lacks, and has no practical means of obtaining, funds to retain private
counsel, and the group has as a principal activity the delivery of services to persons in the
community who would be financially eligible for LSC funded legal assistance and the assistance
sought related to such activity, or the group, or the organizing or operating body of the group, is
primarily composed of persons who would be financially eligible for LSC funded legal
assistance. As well, the manner of determining the financial eligibility of a group, corporation,
association or other entity is consistent with 45 CFR § 1611.6(b) and requires that LANWT
consider the resources available to the group, i.e., income, income prospects, assets and
obligations, and, for principal activity groups, whether the financial and other socioeconomic
characteristics of those served by the group are consistent with those of persons financially
eligible for LSC funded legal assistance, and the assistance sought relates to such activity, or, for
groups primarily composed of financially eligible persons for LSC funded legal assistance,
whether the financial and other socioeconomic characteristics of those served by the group are
consistent with those of persons financially eligible for LSC funded legal assistance. The policy
also requires that LANWT collect information that reasonably demonstrates that the group,
corporation, association or other entity meets the eligibility criteria.

However, one section of the policy that is inconsistent with LSC regulations permits financial
eligibility to be established by reference to an applicant’s receipt of benetits from a governmental
program for low-income individuals and families. Indeed, LSC regulations permit recipients to
determine an applicant to be financially eligible without making an independent determination of
income or assets, but only if the applicant’s income is derived solely from a governmental

25



program for low-income individuals or families and the recipient’s governing body has
determined that the income standards of the governmental program are at or below 125% of the
FPG. See 45 CFR § 1611.4(c). Conceivably, the language of LANWT’s policy would permit a
financial eligibility determination for applicants whose income includes, but is not limited to, the
governmental benefit program.

Based on the foregoing discussion, LANWT was required to revise its financial eligibility policy
to limit the application of the government benefits exception to those applicants whose income is
derived solely from a governmental program for low-income individuals or families.

During the visit, OCE also reviewed a significant number of the cases that lacked the income
documentation required by LSC regulations and the CSR Handbook. Several of the LSC-funded
cases that were reviewed during the visit lacked the income documentation required by 45 CFR §
1611.5(b) and CSR Handbook (2008 Ed., as amended 2011), § 5.3.2% One (1) such exception
was Amarillo closed 2013 Case No. 13-0994056, where the client’s annual household income
was more than 200% of the FPG. The client was not seeking legal assistance to maintain
benefits provided by a governmental program for low income individuals and the file lacked a
determination by the Executive Director that the client’s income was primarily committed to
medical or nursing home expenses. LANWT stated that it would de-select the case and
determine what caused the error.?' The remaining exceptions involved clients whose income
exceeded LANWT’s annual income ceiling, but lacked documentation of its consideration of any
of its authorized exceptions. See e.g., Dallas open PAI Case Nos. 1023326, Abilene closed 2013
Case No. 13-0994189, McKinney closed 2013 Case No. 13-0993656, , Abilene closed 2011 Case
No. 12-0952327, McKinney closed 2011 PAI Case No. 110715, Waxahachie closed 2011 Case
No. 1023272, and Dallas closed 2010 PAI Case No. 1012768.

Additionally, in Midland closed 2011 Case No 11-0892571 and Midland closed 2011 PAI Case
No. 11-0908939 the authorized exception documented in the files was “other significant factors
that LANWT has determined affect the applicant’s ability to afford legal assistance”. When
asked to explain the specific facts and factors underlying LANWT’s consideration, LANWT
responded that due to the cost of private counsel, particularly in family law cases, that the person
could not have afforded an attorney. ?* See Finding 3. Absent the income documentation
required by LSC regulations and the CSR Handbook, the above mentioned cases are not

% Four (4) non-LSC funded files were reviewed during the visit that lacked the income documentation required by
CSR Handbook (2008 Ed., as amended 2011), § 5.3. Most of the cases involved clients whose income exceeded
LANWT’s annual income ceiling and lacked documented consideration of LANWT’s authorized exceptions. See
Brownwood open Case Nos. 12-0930939 and 12-0930910, and Abilene closed 2011 Case No. 1103486. The fourth
case involved a group client that had had not been screened for financial eligibility. See Plainview open Case No.
12-0943108. During the visit, LANWT stated that the group case would be de-selected. However, it appears that
Abilene closed 2011 Case No. 1103486 was reported in LANWT’s 2011 CSR data submission in error.

2l LANWT is also advised that costs associated with this case may not be charged to its LSC fund.

2 Alternatively, staff in the Midland office stated that they had been instructed to routinely record “$999.00™ in the
ACMS to qualify applicants with incomes in excess of LANWT’s income ceiling, but not in excess of 200% of the
FPG. The staff could not recall where or when such instruction originated, but one member did recall that staff were
advised by the central office to cease this practice when the ACMS field was changed to the drop-down box. Others
in the office were unaware that such an instruction was issued and believed the practice of recording $999.00
continued.
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reportable.” As such, LANWT was encouraged to review these files for information that would
support one or more of its authorized exceptions, but absent a determination of financial
eligibility made in accordance with LSC regulatory and reporting requirements, was instructed
that these files should be excluded from LANWT’s future CSR data submissions.

Apart from falling short of LSC’s reporting requirements, the failure to maintain the
documentation necessary to demonstrate compliance with Part 1611 constitutes a regulatory
violation. Part 1611 establishes requirements relating to the financial eligibility of individuals
and groups seeking LSC funded legal assistance and recipients’ responsibilities in making
financial eligibility determinations. One such responsibility is the maintenance of records
sufficient to demonstrate compliance with the requirements of Part 1611. Such records
requirement is a substantive regulatory requirement that serves to demonstrate the recipient’s
compliance with the requirements of Part 1611, and failure to obtain, and maintain, such
documentation, affects more than reportability, but constitutes a violation of a substantive
regulatory requirement.

Therefore, based on the cases reviewed during the visit, LSC finds that LANWT is in violation
of 45 CFR §§ 1611.5(b) and 1611.7(b). Accordingly, in response to the DR, LANWT was
directed to develop a plan of action designed to ensure compliance with the requirements of 45
CFR §§ 1611.5(b) and provide LSC with same.

In response to the DR, LANWT agreed that revisions to its financial eligibility policy were
warranted. LANWT added that although some of the cases cited in this Finding lacked the
documentation required by 45 CFR § 1611.5(b), others contained the requisite documentation.
LANWT also agreed that comprehensive training, with an emphasis on documentation of
financial eligibility, is needed.

Regarding the revisions to its 45 CFR § 1611.4(c) policy, LANWT stated that has revised the
policy to clarify that it applies only where the applicant’s sole source of income is the
government benefit program. Accordingly, Required Corrective Action No. 8 is closed.

As previously discussed, LANWT’s CPA contemplates comprehensive training on the need to
document financial eligibility, as well as its consideration of authorized exceptions. According
to LANWT, the training will be augmented by quarterly case reviews and review of all closed
cases. Accordingly, Required Corrective Action No. 9 is closed. However, not later than 90
days from the date of this Final Report, LANWT is required to advise OCE of the status of its
implementation of these aspects of its CPA. LANWT’s response hereto should include copies of
any training agenda, attendance sheets, and an explanation for how LANWT intends to measure
the effectiveness of its training.

LANWT also responded that it reviewed the cases cited in this Finding to determine whether the
necessary documentation was present. In speaking with its Managing Attorneys, LANWT noted
that some staff were not certain how to display the eligibility documentation in LegalServer.

z Among the above-mentioned cases, Dallas closed 2010 PAI Case Nos. 1012767, and 1012768 were all closed
with one of LANWT’s reject codes, but only Dallas closed 2012 PAI Case No. 1103856 was designated as CSR
ineligible.
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Several Managing Attorneys also noted that, in some instances, although the documentation was
not recorded in LegalServer, it was present in the hard copy file in the form of an intake
application, a questionnaire, or an affidavit of indigence. LANWT stated that of the 26 cases
cited in in the Draft Report’s version of this Finding, three (3) had been rejected and erroneously
appeared on the list of open cases — a problem attributed to data migration from Practice
Manager to LegalServer — and 11 contained the 45 CFR § 1611.5(b) documentation. In support
whereof, LANWT submitted the necessary 45 CFR § 1611.5(b) documentation with its response
to the DR.

OCE has reviewed the documentation submitted by LAWNT and has revised the DR
accordingly.

Finding 4: Sampled cases evidenced substantial compliance with the asset documentation
requirements of CSR Handbook (2008 Ed., as amended 2011), § 5.4.

As part of its financial eligibility policies, recipients are required to establish reasonable asset
ceilings in order to determine an applicant’s eligibility to receive legal assistance. See 45 CFR §
1611.3(d)(1). For each case reported to LSC, recipients must document the total value of assets
except for categories of assets excluded from consideration pursuant to its Board-adopted asset
eligibility policies.?* See CSR Handbook (2008 Ed., as amended 2011), § 5.4.

In the event that a recipient authorizes a waiver of the asset ceiling due to the unusual
circumstances of a specific applicant, the recipient shall keep such records as may be necessary
to inform LSC of the reasons relied on to authorize the waiver. See 45 CFR § 1611.3(d)(2).

The revisions to 45 CFR Part 1611 changed the language regarding assets from requiring the
recipient’s governing body to establish, “specific and reasonable asset ceilings, including both
liquid and non-liquid assets,” to “reasonable asset ceilings for individuals and households.” See
45 CFR § 1611.6 in prior version of the regulation and 45 CFR § 1611.3(d)(1) of the revised
regulation. Both versions allow the policy to provide for authority to waive the asset ceilings in
unusual or meritorious circumstances. The older version of the regulation allowed such a waiver
only at the discretion of the Executive Director. The revised version allows the Executive
Director or his/her designee to waive the ceilings in such circumstances. See 45 CFR §
1611.3(d)(2).

As noted previously, LANWT’s financial eligibility policy establishes an asset ceiling. The
policy also grants the CEO authority to waive the asset ceiling under unusual circumstances, and
contains asset exclusions that are consistent with 45 CFR § 1611.3(d)(2). The policy requires
that the waiver be in writing and must include sufficient facts to justify the request for the
waiver. The policy further requires that LANWT maintain these records in order to report on the
number of applicants who receive a waiver. LANWT has developed a specific form that staff

* A numerical total value must be recorded, even if it is zero or below the recipient’s guidelines. See CSR
Handbook (2008 Ed., as amended 2011), § 5.4.
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may complete and submit to the CEO for his/her written approval prior to the determination of
eligibility and acceptance of an applicant’s case.

However, the policy continued to distinguish between liquid and non-liquid assets. As noted
above, this distinction was abandoned by LSC in favor of language that focuses more on the
availability of the asset and the ease of converting the asset to cash. The language of Part 1611 is
intended to require that recipients consider all assets upon which an applicant might draw in
obtaining private legal counsel. In revising Part 1611, LSC determined that “liquid” and “non-
liquid” characterizations obscured this understanding. Accordingly, the terms were eliminated,
see 70 Federal Register 45545, 45547 (August 8, 2005), and LANWT was instructed to do
likewise.

With two (2) exceptions, the LSC-funded cases that were reviewed during the visit contained the
asset determination required by LSC.% One of the exceptions was Wichita Falls closed 2012
Case No. 12-0971519. The value of the household assets disclosed by LANWT exceeded
LANWT’s asset ceiling and the case file lacked any indication that the ceiling had been waived.
However, as discussed in Finding 1, this case was closed as “M” and was excluded from
LAWNT’s 2012 CSR data submission.

The second exception was Brownwood open Case No. 12-0986984. The value of the household
assets disclosed by LANWT exceeded LANWT’s asset ceiling and the case file lacked any
indication that the ceiling had been waived. As such, this case may not be included in
LANWT’s CSR data submission.

Based on the foregoing discussion, LANWT was required to revise its financial eligibility policy
to eliminate the distinction between “liquid” and “non-liquid” assets.

In response to the DR, LANWT stated that it has eliminated the distinction between liquid and
non-liquid assets in its financial eligibility policy, and LegalServer has been modified to
eliminate the portion of the intake that refers to non-liquid assets, so that only a single asset
eligibility check is required.

LANWT submitted a copy of its revised financial eligibility policy as an attachment to its
comments. Based on LANWT’s comments and review of the revised financial eligibility policy,
Required Corrective Action No. 10 is closed.

» Two (2) non-LSC funded cases were reviewed during the visit that lacked the asset documentation required by
CSR Handbook (2008 Ed., as amended 2011), § 5.4. The first case involved a client whose assets exceeded
LANWT’s asset ceiling and lacked any indication that the ceiling had been waived. See Brownwood open Case No
12-0966120. The second case involved a group client that had had not been screened for financial eligibility. See
Plainview open Case No. 12-0943108. During the visit, LANWT stated that this case would be de-selected.
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Finding 5: Sampled cases evidenced non-compliance with 45 CFR §§ 1626.6, 1626.7 and
1626.12.

The level of documentation necessary to evidence citizenship or alien eligibility depends, in part,
on the nature of the services provided. With the exception of brief advice or consultation by
telephone, which does not involve continuous representation, LSC regulations require that all
applicants for legal assistance who claim to be citizens execute a written attestation. See 45 CFR
§ 1626.6. Aliens seeking representation are required to submit documentation verifying their
eligibility. See 45 CFR § 1626.7. In those instances involving brief advice and consultation by
telephone, which does not involve continuous representation, LSC has instructed recipients that
the documentation of citizenship/alien eligibility must include a written notation or computer
entry that reflects the applicant’s oral response to the recipient’s inquiry regarding
citizenship/alien eligibility. See 45 CFR §§ 1626.6(a) and 1627.7(a); see also, CSR Handbook
(2008 Ed., as amended 2011), § 5.5. In the absence of the foregoing documentation, assistance
rendered may not be reported to LSC. See CSR Handbook (2008 Ed., as amended 2011), § 5.5.

Prior to 2006, recipients were permitted to provide non-LSC funded legal assistance to an alien
who had been battered or subjected to extreme cruelty in the United States by a spouse or parent,
or by a member of the spouse’s or parent’s family residing in the same household, or an alien
whose child had been battered or subjected to such cruelty.”® Although non-LSC funded legal
assistance was permitted, such cases could not be included in the recipient’s CSR data
submission. In January 2006, the Kennedy Amendment was expanded and LSC issued Program
Letter 06-2, “Violence Against Women Act 2006 Amendment” (February 21, 2006), which
instructs recipients that they may use LSC funds to provide legal assistance to ineligible aliens,
or their children, who have been battered, subjected to extreme cruelty, is the victims of sexual
assault or trafficking, or who qualify for a “U” visa. LSC recipients are now allowed to include
these cases in their CSRs.

LANWT’s Advocacy Manual contains its policy on citizenship/alien eligibility. The policy is
consistent with Part 1626 and incorporates LSC Program Letters 05-2 and 06-2. Additionally,
LANWT has developed a citizenship attestation that is compliant with CSR Handbook (2008
Ed., as amended 2011), § 5.5. For eligible aliens, it is LANWT’s practice to photocopy the
documentation provided by the applicant or, when no photocopier is available, LANWT uses a
form, to be completed by the person conducting the intake, which identifies the document
submitted by the applicant to verify his/her eligibility, the issuing agency, the alien/immigration
number appearing on the document, and the dates of validity appearing on the document. 7
According to the Advocacy Manual, all 45 CFR Part 1626 documentation must be scanned into
LegalServer.

A significant number of the cases that were reviewed during the visit lacked the citizenship/alien
eligibility documentation required by 45 CFR §§ 1626.6 and 1626.7 and CSR Handbook (2008
Ed., as amended 2011), § 5.5. See e.g., , Brownwood open PAI Case No. 0923697, Ft. Worth

% See Kennedy Amendment at 45 CFR § 1626.4.
%" However, as noted in Finding 2, in the Abilene office, the “Verification of Eligible Alien Status” form was

completed and signed by the applicant until December 2012.
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open Case No. 12-0953360,%® , Waxahachie closed 2013 Case No. 12-0990100, Dallas closed
2012 Case No. 1000162, Dallas closed 2012 PAI Case No. 11-0924521, McKinney closed 2012
Case Nos. 12-0927891 and 12-0927897, Waxahachie closed 2012 Case No. 12-0984657,
Waxahachie closed 2012 PAI Case Nos. 11-0883682 and 11-0881197, Brownwood closed 2011
Case Nos. 1 1-0898672,29, Dallas closed 2010 Case No. 10000129, Waxahachie closed 2011
Case No. 1023272, and Waxahachie closed 2010 Case No. 420738.*° Absent the requisite Part
1626 documentation, none of these cases are reportable.

However, apart from falling short of LSC’s reporting requirements, the failure to maintain the
documentation necessary to demonstrate compliance with Part 1626 constitutes a regulatory
violation. Part 1626 is designed to assist recipients in ensuring the eligibility of persons seeking
legal assistance. The requirement is integral to LSC’s program of verification, which is essential
to the realization of the intent of the Congress in enacting the restrictions on federally funded
legal assistance to ineligible aliens. The documentation serves to demonstrate a recipient’s
compliance with LSC regulations, and failure to obtain, and maintain, such documentation
constitutes a violation of a substantive regulatory requirement.

Therefore, based on the cases reviewed during the visit, LSC found that LANWT was in
violation of 45 CFR §§ 1626.6, 1626.7 and 1626.12. Accordingly, in response to the Draft
Report, LANWT was directed to develop a plan of action designed to ensure compliance with
the requirements of 45 CFR §§ 1626.6, 1626.7 and 1626.12 and provide LSC with same.

In its response to the DR, LANWT stated that the CPA is designed, in part, to ensure compliance
with Part 1626’s documentation requirements. As previously indicated, the CPA contemplates
comprehensive training on all phases of intake, including documentation of citizenship/alien
eligibility. The CPA also contemplates providing guidance, including a checklist, to staff
responsible for case closing and/or case review. Additionally, LANWT’s modified Office Intake
Procedures requires appropriate Part 1626 documentation for all in-person intake, including
those instances contemplated by OLA Advisory Opinion AO-2009-1002 (June 10, 2009).

Based on OCE’s review of the CPA, Required Corrective Action No. 11 is closed. However, not
later than 90 days from the date of this Final Report, LANWT is required to advise OCE of the
status of its implementation of these aspects of its CPA. LANWT’s response hereto should
include copies of any training agenda, attendance sheets, and an explanation for how LANWT
intends to measure the effectiveness of its training.

LANWT also stated that it reviewed the cases cited in the DR and found that a number of them
contained either signed citizenship attestations, or documentation of alien eligibility. LANWT

% In this case, LANWT was appointed guardian ad litem to represent the interests of a minor child. This case
involved legal assistance

# Although this case lacked a citizenship attestation, LANWT submitted materials demonstrating the client was
born in the United States. While the matetials do not meet the requirements of CSR Handbook (2008 Ed., as
amended 2011), § 5.5 and are not the types of documentation contemplated by 45 CFR § 1626.6(b)(1), they are
sufficient to demonstrate LANWT’s compliance with 45 CFR § 1626.3.

3% Additionally, cases were reviewed that contained undated, or untimely dated, attestations. See Plainview closed
2013 Case Nos. 12-0964453 and 13-0994190, Plainview closed 2012 Case No. 11-0889608, and Waxahachie closed
2011 Case No. 1009397.
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agreed, however, that ideally such documentation should have been in the ACMS and that
further training is both necessary and prudent. According to LANWT, the number of corrections
demonstrates substantial compliance with 45 CFR §§ 1626.6, 1626.7 and 1626.12. Nonetheless,
LANWT agreed that a significant number of cases were still deficient.

OCE reviewed the eligibility documentation submitted with LANWT’s response and has revised
the DR accordingly.

Finding 6: Sampled cases evidenced substantial compliance with the requirements of 45
CFR § 1611.9 (Retainer agreements).

Pursuant to 45 CFR § 1611.9, recipients are required to execute a retainer agreement with each
client who receives extended legal services from the recipient. The retainer agreement must be in
a form consistent with the applicable rules of professional responsibility and prevailing practices
in the recipient’s service area and shall include, at a minimum, a statement identifying the legal
problem for which representation is sought, and the nature of the legal service to be provided.
See 45 CFR § 1611.9(a).

The retainer agreement is to be executed when representation commences or as soon thereafter is
practical and a copy is to be retained by the recipient. See 45 CFR §§ 1611.9(a) and (c). The
lack of a retainer does not preclude CSR reporting eligibility. Cases without a retainer, if
otherwise eligible and properly documented, should be reported to LSC.

With four (4) exceptions, all of the cases that were reviewed during the visit that required a
retainer agreement contained one.>’ The exceptions were McKinney closed 2013 Case No. 12-
0984004, Brownwood closed 2012 Case No. 11-0918500, McKinney closed 2012 Case No. 12-
0975969, and Waxahachie closed 2010 Case No. 420738.

However, a number of cases were reviewed in which the retainer agreement failed to contain a
statement identifying the nature of the legal services to be provided. See, e.g., Brownwood open
Case Nos. 12-0950529, 12-0930834, 12-0960997 and 12-0978405, Waxahachie open Case Nos.
12-0970119, 11-0895351, 12-0978569, 12-0983760 and 12-0957336, Weatherford open Case
Nos. 12-0973869 and 12-0973869, McKinney closed 2013 Case No. 12-0944470, McKinney
closed 2012 Case No. 12-0928200, Brownwood closed 2011 Case Nos. 1026265 and 1032542,
and Waxahachie closed 2010 Case No. 724607. In each of these instances, the retainer
agreements identified the nature of the client’s legal problem, but failed to identify the nature of
the service to be provided. When questioned, LANWT indicated that if, for example, the word
“divorce” was written on the retainer, it was interpreted to mean that LANWT would assist the
client until such time as a decree of dissolution was obtained. But, because LANWT’s retainer
states that representation does not include litigation in any form unless specifically stated, a clear
statement identifying the nature of the service to be provided is necessary to clarify the
expectations of the client and LANWT’s obligation.

3! In two (2) of the cases that were reviewed during visit, the nature of the client’s legal issue changed. LANWT
appears to have updated its ACMS to reflect the change, but not the retainer agreement. See Lubbock Open File No.
716367 and Plainview Open File No. 12-0927580.
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The retainer is more than a regulatory requirement. It is also a key to clarifying the expectations
and obligations of both client and recipient, thus assisting in a recipient’s risk management.
Although the cases reviewed during the visit demonstrated substantial compliance with this
regulatory requirement, in response to the DR, LANWT was directed to develop a plan of action
designed to ensure compliance with the requirements of 45 CFR §§ 1611.9 and provide LSC
with same.

In its response to the DR, LANWT stated that the CPA is designed, in part, to ensure compliance
with 45 CFR § 1611.9. In particular, the CPA contemplates training on LSC’s retainer
agreement requirement, emphasizing that the retainer is a contract between LANWT and its
client. According to LANWT, reminding advocates of the importance of the retainer as it relates
to the legal services provided is key to ensuring a properly completed and executed retainer
agreement.

LANWT also responded that it reviewed the cases cited in the DR as lacking a statement
identifying the nature of the service to be provided. LANWT agreed that the retainers should
have provided more detail regarding the nature of the legal assistance to be provided.
Accordingly, LANWT drafted a policy specific to retainer agreements to be included in its
policies and procedures manual.

Based on OCE’s review of the CPA and the retainer agreement policy, Required Corrective
Action No. 12 is closed. However, not later than 90 days from the date of this Final Report,
LANWT is required to advise OCE of the status of its implementation of these aspects of its
CPA. LANWT’s response hereto should include copies of any training agenda, attendance
sheets, and an explanation for how LANWT intends to measure the effectiveness of its training

In its response to the DR, LANWT also commented that after reviewing the cases cited in the
DR, it was able to locate the retainer agreements in two (2) of the cases that were cited as lacking
retainers. LANWT provided copies of the missing retainers and, consequently, OCE has revised
Finding 6.

Finding 7: Sampled cases evidenced substantial compliance with the requirements of 45
CFR Part 1636 (Client identity and statement of facts).

LSC regulations require that recipients identify by name each plaintiff it represents in any
complaint it cases, or in a separate notice provided to the defendant, and identify each plaintiff it
represents to prospective defendants in pre-litigation settlement negotiations. In addition, the
regulations require that recipients prepare a dated, written statement signed by each plaintiff it
represents, enumerating the particular facts supporting the complaint. See 45 CFR §§
1636.2(a)(1) and (2). Recipients are also required to adopt written policies and procedures to
guide its staff in complying with Part 1636, and are required to maintain records sufficient to
demonstrate their compliance.
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The statement is not required in every case. It is required only when a recipient makes a
complaint in a court of law or otherwise initiates or participates in litigation against a defendant,
or when a recipient engages in pre-complaint settlement negotiations with a prospective
defendant. See 45 CFR § 1636.2(a).

LANWT has adopted a written policy that is contained within its Advocacy Manual. The policy
is consistent with Part 1636. Additionally, LANWT has developed a form to document its
compliance with Part 1636. The form contains a space within which a client may enumerate
the particular facts supporting his/her complaint. The form is then signed and dated by the client.

All persons interviewed stated that all applicants for legal assistance are required to complete a

statement of facts. LANWT further stated that staff are made of aware the requirement through
the Advocacy Manual, which is provided to each employee and is also available on LANWT’s

intranet, Sharepoint.

With four (4) exceptions, the cases that were reviewed during the visit that required a Part 1636
statement of facts contained one. The exceptions were Abilene open Case No. 1029806,
Brownwood open Case No. 12-0942517, Ft. Worth closed 2013 Case No. 13-0997848 and
Brownwood closed 2012 Case No. 11-0918500.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR. LANWT stated that it reviewed the cases cited in this Finding and was
also unable to locate the Part 1636 statements in the four (4) cases cited herein. LANWT
acknowledged the need for comprehensive training for all staff and noted that Part 1636 is part of
the focused policy review and will be a topic for the program-wide training.

Based on LANWT’s response to the DR, OCE has determined that no further action is
warranted.

Finding 8: Sampled cases evidenced substantial compliance with the requirements of 45
CFR § 1620.4 and § 1620.6(c) (Priorities in use of resources).

LSC regulations require that recipients adopt a written statement of priorities that determines the
cases which may be undertaken by the recipient, regardless of the funding source. See 45 CFR §
1620.3(a). Except in an emergency, recipients may not undertake cases outside its priorities.
See 45 CFR § 1620.6.

Prior to the visit, LANWT provided OCE with a statement of its priorities for the years 2010,
2011, 2012, and 2013. Consistently, the statements list LANWT’s priorities as family, housing,
health, elderly, children/youth issues, public benefits, education, employment, individual rights,
community and economic development, probate, and consumer. Staff that were interviewed
during the visit indicated their familiarity with LANWT’s priorities.

34



With one (1) exception, all of the cases that were reviewed during the visit were within
LANWT’s priorities. The one (1) exception was Amarillo closed 2012 Case No. 12-0942316,
where the client was advised regarding an action to retrieve personal property. The case was
assigned CSR Problem Code “94” — tort — and does not appear to fall within any of LANWT’s
priority categories.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR. LANWT stated that priorities will also be a part of the focused policy
review and a topic for the program-wide training.

Based on LANWT’s response to the DR, OCE has determined that no further action is
warranted.

Finding 9: Sampled cases evidenced substantial compliance with the requirements of CSR
Handbook (2008 Ed., as amended 2011), § 5.6, Legal Assistance Documentation
Requirements. However, as a number of sampled cases failed to contain a description of
the legal assistance provided to the client, and corrective action by LANWT was required.

LSC regulations specifically define “case” as a form of program service in which the recipient
provides legal assistance. See 45 CFR §§ 1620.2(a) and 1635.2(a). Consequently, whether the
assistance that a recipient provides to an applicant is a “case,” reportable in the CSR data,
depends, to some extent on whether the case is within the recipient’s priorities and whether the
recipient has provided some level of legal assistance, limited or otherwise.

If the applicant’s legal problem is outside the recipient’s priorities, or if the recipient has not
provided any type of legal assistance, it should not report the activity in its CSR. For example,
recipients may not report the mere referral of an eligible client as a case when the referral is the
only form of assistance that the applicant receives from the recipient. See CSR Handbook (2008
Ed., as amended 2011), § 7.2.

Recipients are instructed to record client and case information, either through notations on an
intake sheet or other hard-copy document in a case file, or through electronic entries in an
ACMS database, or through other appropriate means. For each case reported to LSC such
information shall, at a minimum, describe, inter alia, the level of service provided. See CSR
Handbook (2008 Ed., as amended 2011), § 5.6.

With 20 exceptions, the cases that were reviewed during the visit contained a description of the
legal assistance provided to the client. See Denton open Case Nos. 13-0996241 and 12-0990379,
Wichita Falls open PAI Case No.12-0991553, Brownwood closed 2013 Case No. 12-0991624,32

%2 In its response to the DR, LANWT provided materials demonstrating that it merely provided this applicant with a
pro se packet. Providing a pamphlet or brochure is legal information and not legal assistance. See CSR Handbook
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McKinney closed 2013 Case No. 12-0984004,” Brownwood closed 2012 Case No. 12-0961417,
Ft. Worth closed 2012 Case No. 12-0969142, McKinney closed 2012 Case No. 12-0975969,
Brownwood closed 2011 Case Nos. 11-0918235 and 1102902, Ft. Worth closed 2011 Case Nos.
11-0898340 and 11-0903531,* McKinney closed 2011 Case No. 1100830, San Angelo closed
2011 Case Nos. 9922684 and 1102701, Wichita Falls closed 2011 Case No. 11-0906983,
Brownwood closed 2010 Case Nos. 1007606 and 1009638, McKinney closed 2010 Case No.
1026956, and Waxahachie closed 2010 Case No. 420738. Absent a description of the legal
assistance provided to the client, none of these cases are reportable.®

The requirement that cases reported to LSC contain a description of the legal assistance provided
to the client demonstrates the level of effort by the recipient on behalf of the client and supports
the case closure category. Additionally, the legal assistance documentation requirement ensures
the accuracy of the CSR reports by ensuring that those cases included in the recipient’s CSR data
submission actually involved some level of legal assistance provided by the recipient to the
client. Based on the cases that were reviewed during the visit, LANWT’s application of the CSR
case closure categories is inconsistent with this reporting requirement.

Accordingly, in response to the DR, LANWT was directed to develop a plan of action designed
to ensure compliance with the requirements of CSR Handbook (2008 Ed., as amended 2011), §
5.6 and provide LSC with same.

In its response to the DR, LANWT stated that it has long had a policy requiring documentation
of the legal assistance provided to the client, including guidance on how and where to enter the
documentation in LegalServer. The policy has been re-emphasized in LANWT’s modified
Office Intake Procedures and is also a focus of the CPA.

The modified Office Intake Procedures instruct staff that applications for legal assistance that are
not rejected must contain an intake note entered into LegalServer. Among other things, the note
must contain a separate paragraph at the end of the case note entitled “Advice” or “Advice
Given.” The advice must be specific to the client’s case and should be detailed enough that a
third party can clearly discern the advice provided.

(2008 Ed., as amended 2011), § 2.3. Legal assistance is specific to the client’s unique circumstances and involves a
legal analysis tailored to those circumstances. See CSR Handbook (2008 Ed., as amended 2011), § 2.2.

¥ OCE has reviewed the notes submitted by LAWNT, but is not persuaded that they contain a description of the
legal assistance provided to the client.

3% OCE has reviewed the notes submitted by LAWNT, but is not persuaded that they contain a description of the
legal assistance provided to the client.

3% Several other cases that lacked a description of the legal assistance provided to the client had already been
identified for exclusion from LANWT’s CSR data submission. See, e.g., Dallas open Case Nos. 12-0992442 and
12-0985068, Dallas closed 2013 Case No. 12-0975037, Brownwood closed 2013 Case Nos. 12-0985560, 13-
0994040, 12-0989056 and 12-0985429, Denton closed 2012 Case Nos. 12-0956792 and 12-0928727, Odessa closed
2012 Case No. 12-0927311, Dallas closed 2011 Case Nos. 11-0894106, Denton closed 2011 Case No. 11-0889375
and 11-0889208, Midland closed 2011 PAI File No. 907825, San Angelo closed 2011 PAI File Nos. 11-0894372
and 11-0891693, Waxahachie closed 2011 Case No. 1107309, and Dallas PAI closed 2010 Case No. 1019320. No
legal assistance was provided in any of these cases. Each was closed using one of the reject codes and most were
designated as CSR e¢ligible. However, a review of the case lists provided by LANWT following the on-site visit
indicates that few, if any, were actually reported to LSC.
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The CPA contemplates training on what “advice” is, and how to document and retrieve the same
in LegalServer. Staff are to be trained on how to document the legal assistance in LegalServer
and how to retrieve the same. As well, Managing Attorneys will be required to perform
quarterly reviews of all cases, including PAI. Such review is designed, in part, to ensure
compliance with LSC regulatory and reporting requirements, including documentation of the
legal services provided.

Based on LAWNTs response to the DR and OCE’s review of the modified Office Intake
Procedures and the CPA, Required Corrective Action No. 13 is closed. However, not later than
90 days from the date of this Final Report, LANWT is required to advise OCE of the status of its
implementation of these aspects of its CPA. LANWT’s response hereto should include copies of
any training agenda, attendance sheets, and an explanation for how LANWT intends to measure
the effectiveness of its training.

LANWT also reviewed the cases cited in the DR’s version of this Finding and noted that, of the
cases originally referenced, two (2) of the cases were rejected and seven (7) others contained
documentation of the legal assistance provided to the clients. OCE has reviewed the materials
submitted by LANWT and has revised the DR accordingly.

Finding 10: Sampled cases evidenced LANWT’s application of the CSR case closure
catcgorics is inconsistent with Chapter VIII, CSR Handbook (2008 Ed., as amended 2011).

The CSR Handbook defines the categories of case service and provides guidance to recipients on
the use of the closing codes in particular situations. Recipients are instructed to report each case

according to the type of case service that best reflects the level of legal assistance provided. See

CSR Handbook (2008 Ed., as amended 2011), § 6.1.

With 25 exceptions, the cases that were reviewed during the visit demonstrated that LANWT’s
application of the CSR case closure categories is consistent with Chapter VIII, CSR Handbook
(2008 Ed., as amended 2011). See McKinney closed 2013 Case Nos. 13-0995327 and 13-
0997208 (closed as “counsel and advice,” but the levels of assistance disclosed by LANWT were
more consistent with “limited action”); Denton closed 2013 Case No. 11-0894551 (closed as
“agency decision,” but the level of assistance disclosed by LANWT was more consistent with
“court decision”); Abilene closed 2011 File No. 815642 (closed as “court decision,” but the level
of assistance disclosed by LANWT was more consistent with “negotiated settlement with
litigation™); Wichita Falls open PAI Case No. 12-0963952, Plainview closed 2013 Case No. 12-
0975382, Wichita Falls closed 2013 PAI Case No. 11-0890987, Abilene closed 2012 File No.
1007547, and Abilene closed 2011 File No. 907785 (closed as “court decision,” but the level of
assistance disclosed by LANWT was more consistent with “extensive service”); Denton closed
2013 Case No. 12-0985755, Denton PAI Closed 2013 File No.12-0933368, Brownwood closed
2012 Case No. 12-0938539, and Wichita Falls closed 2012 Case No. 12-0970921 (closed as
“other,” but the levels of assistance disclosed by LANWT were more consistent with “counsel
and advice”); Denton closed 2013 Case No. 13-0997895, Weatherford closed 2013 Case No. 12-
0976521, Brownwood closed 2012 Case No. 11-0911056, and Wichita Falls closed 2010 Case
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No. 1026536 (closed as “other,” but the levels of assistance disclosed by LANWT were more
consistent with “limited action™); Denton closed 2013 Case No. 11-0912068 (closed as “other,”
but the level of assistance disclosed by LANWT was more consistent with “court decision”);
McKinney closed 2013 Case No. 12-0984004, Waxahachie closed 2013 PAI Case No. 11-
0910590, Brownwood closed 2011 Case No. 1026265, Waxahachie closed 2011 Case No.
822326, and McKinney closed 2010 Case No. 1016634 (closed as “other,” but the level of
assistance disclosed by LANWT was more consistent with “extensive service”); and Odessa
closed 2012 Case Nos. 12-0956494 and 12-0933760 (closed as “extensive service,” but the
levels of assistance disclosed by LANWT were more consistent with “limited action”). After
explaining why another case closing categories was more appropriate, all of the intermediaries
acknowledged that they understood why the assigned code was incorrect. The review team also
advised intermediaries that the CSR frequently asked questions were available online as a
resource in the future.

One case that was reviewed, Dallas closed 2011 Case No. 1107191, was closed as “client
withdrew.” LANWT is advised that LSC abandoned “client withdrew” as a case closing
category in January 2008. While LANWT may choose to adopt “client withdrew” for such
purposes as it may deem necessary, cases closed using such category may not be reported to
LSC.

As well, the team reviewed cases that were closed as “other,” but lacked any documentation of
legal assistance provided to the client and, consequently, were de-selected. See, e.g., Lubbock
closed 2012 Casc No. 12-0987984 and San Angelo closed 2011 Case No. 9922684. LANWT is
advised that neither CSR case closing category “other,” nor any of the other CSR case closing
categories, may be used as reject codes. CSR case closure categories may only be used for cases
that meet all of the CSR reportability requirements. See CSR Handbook (2008 Ed., as amended
2011), Chapters Il and V.

As noted in Finding 1, LANWT uses “reject” codes to aid in the de-selection of cases that were
opened as LSC-eligible, but are not reportable as cases. However, the team observed that in
some instances the “reject” codes have been applied to cases that are, indeed, reportable. More
often than not, the “reject” code was applied after the branch office declined to provide further
assistance to an eligible client who received limited legal assistance from the Legal Aid Line or a
clinic. See, e.g., Odessa closed 2012 Case No. 12-0955883, Odessa closed 2012 PAI Case No.
11-0922107, San Angelo closed 2012 Case No. 12-0968107, San Angelo closed 2012 PAI Case
No. 11-0914853, and Denton closed 2010 PAI Case No. 1002310. In reviewing these cases, the
team discerned no reason why they could not be closed at the level of legal assistance provided
by the Legal Aid Line or clinic and reported within the CSR submission.

The accuracy of the case closure category is a reporting requirement that is designed to reflect
the level of effort by the recipient on behalf of the client. LSC regards the accuracy of the case
closure categories as integral to the accuracy of the CSR reports. To the extent that both LSC
and its recipients have an interest in the accuracy of the CSR reports, recipients should endeavor
to ensure that the cases included in its CSR data submission accurately reflect the level of
assistance provided in each case. Based on the cases that were reviewed during the visit,
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LANWT’s application of the CSR case closure categories is inconsistent with this reporting
requirement.

Accordingly, in an effort to ensure compliance with CSR Handbook (2008 Ed., as amended
2011), Chapter VIII, the DR required LANWT to provide LSC with an explanation of the actions
it intends to take to ensure that its application of the CSR case closure categories is consistent
with Chapter VIII, CSR Handbook (2008 Ed., as amended 2011). The DR also recommended
that LANWT review its application of its "reject” codes, particularly with respect to cases
referred from the Legal Aid Line or the clinics, to ensure proper application of the reject codes
and to ensure that reportable cases are not de-selected by the branch office to which the case is
referred.

In its response to the DR, LANWT stated that, after reviewing the cases cited in this Finding, its
senior management team concluded that LANWT’s use of the CSR case closure categories is not
as consistent as LANWT would like. Consequently, the application of the CSR case closure
categories is also a focus of the CPA. In particular, the CPA contemplates training staff to use
the highest level of assistance and ensuring consistent use of case closure categories, both in
terms of cases and among offices.

Based on LANWT’s response to the DR and OCE’s review of the CPA, Required Corrective
Action No. 14 is closed. However, not later than 90 days from the date of this Final Report,
LANWT is required to advise OCE of the status of its implementation of these aspects of its
CPA. LANWT’s responsc hercto should include copies of any training agenda, attendance
sheets, and an explanation for how LANWT intends to measure the effectiveness of its training

Finding 11: Sampled cases evidenced substantial compliance with CSR Handbook (2008
Ed., as amended 2011), § 3.3, Timely Closing of Cases. However, as a number of sampled
cases were inactive, improvement was required.

To the extent practicable, programs shall report cases as having been closed in the year in which
assistance ceased, depending on case type. Cases closed as CSR Limited Service Closure
Categories A and B shall be reported as closed in the grant year in which the case was opened,
except that cases opened after September 30 may be reported either in the year that the case was
opened or the following year, and cases containing a determination to hold the case open should
be closed in the grant year in which assistance on behalf of the client is completed. See CSR
Handbook (2008 Ed., as amended 2011), § 3.3(a). Cases closed as CSR Extended Service
Closure Categories F through L shall be reported as having been closed in the grant year in
which assistance on behalf of the client was completed. In the absence of an entry in the ACMS
or file noting case closure or stating a reason why the case should be held open into the following
year, work shall be deemed completed on grant year after the last assistance on behalf of the
client is noted in the file. See CSR Handbook (2008 Ed., as amended 2011), § 3.3(b).
Additionally, LSC regulations require that systems designed to provide direct services to eligible
clients by private attorneys must include, among other things, case oversight to ensure timely
disposition of the cases. See 45 CFR § 1614.3(d)(3).
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Only five (5) of the cases that were reviewed during the visit were untimely closed. See
Brownwood closed 2013 Case No. 12-0985560, Dallas closed 2012 Case No. 0927084, Abilene
closed 2011 Case No. 906786, Abilene closed 2011 PAI Case No. 805820, and Midland closed
2011 PAI Case No. 822686. However, 14 of the open cases that were reviewed were inactive.
See Abilene open Case No. 12-0943717 (client advised in May 2012, but has since failed to
return information necessary to pursue further action); Dallas open Case No. 0814079 (opened
June 2008; last recorded activity was in June 2009; no indication that further assistance
contemplated); Denton open Case No. 12-0959945 (opened July 2012 and closed March 2013;
LANWT disclosed that client assisted with pro se divorce in October 2012; no further activity
reflected in file); Denton open Case No. 1104019 (opened in February 2011; last recorded
activity was in May 2012; no indication that further assistance contemplated); see also, Dallas
open PAI Case Nos. 825682, 1010061, 807928, and 601861, Denton open Case No. 12-0947926,
Lubbock open Case Nos. 703556, 911326, 11-0903812, and 12-0956148, and McKinney open
Case No. 12-0925834.° As such, all of these files should be administratively closed in such a
manner as to be excluded from future LAWNT CSR data submissions.

Timely closing of cases is a reporting requirement that is designed to ensure that the cases
reported in a given reporting period reflect the effort of the recipient in that reporting period. To
the extent that both LSC and its recipients have an interest in the accuracy of the CSR reports,
recipients should endeavor to ensure that the cases included in its CSR data submission reflect its
efforts during that reporting period.

Although the cases that were reviewed during the visit demonstrate that LANWT is substantially
compliant with LSC reporting requirements, in an effort to ensure compliance with CSR
Handbook (2008 Ed., as amended 2011), § 3.3, it was recommended that LANWT periodically
generate case management reports of its open cases to ensure that they remain active.

In its response to the DR, LANWT stated that in addition to training on CSR issues for all staff,
senior management has already provided training for the branch managers and supervising
attorneys to show them how to track potentially dormant cases. Supervisors have also been
instructed on how to track both the entry of notes and time in cases so that case handlers can be
made aware when cases are not being properly worked on. Increased emphasis on regular case
reviews with case handlers should also address some of these concerns. LANWT commented
that senior management is committed to keeping case handlers focused on their obligations to
their clients.

Based on LANWT’s response to the DR, OCE has determined that no further action is
warranted.

3¢ Abilene open Case No. 1017241 and Dallas open Case No. 1029999 were also inactive, but LAWNT had already
identified these cases for exclusion from its CSR data submission prior to the visit.
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Finding 12: Sampled cases evidenced substantial compliance with the requirements of
CSR Handbook (2008 Ed., as amended 2011), § 3.2, Single Recording of Cases. However,
as five (5) sets of duplicates were identified, corrective action by LANWT is required.

Through the use of automated case management systems and procedures, recipients are required
to ensure that cases involving the same client and specific legal problem are not recorded and
reported to LSC more than once. See CSR Handbook (2008 Ed., as amended 2011), § 3.2.

When a recipient provides more than one type of assistance to the same client during the same
reporting period, in an effort to resolve essentially the same legal problem, as demonstrated by
the factual circumstances giving rise to the problem, the recipient may report only the highest
level of legal assistance provided. See CSR Handbook (2008 Ed., as amended 2011), § 6.2.

When a recipient provides assistance more than once within the same reporting period to the
same client who has returned with essentially the same legal problem, as demonstrated by the
factual circumstances giving rise to the problem, the recipient is instructed to report the repeated
instances of assistance as a single case. See CSR Handbook (2008 Ed., as amended 2011), § 6.3
Recipients are further instructed to report related legal problems of an eligible client as single
case when the recipient attempts to resolve the related legal problems simultaneously through a
single legal process. See CSR Handbook (2008 Ed., as amended 2011), § 6.4.

Five (5) sets of duplicates were identified among the cases that were reviewed during the visit.
See McKinney closed 2012 Casc Nos. 12-0959720 and 12-0971224 (legal assistance to the same
client, relative to the same issue within a brief period of time); Abilene closed 2012 Files No. 11-
0918144 and 12-0939790 (legal assistance to the same client, relative to the same legal issue);
Brownwood closed 2011 Case Nos. 1107209 and 1107222 (legal assistance to the same client
with the same legal issue, except that no assistance was provided in the latter case); Ft. Worth
closed 2011 Case Nos. 11-0879242 and 11-0884181 (related legal issues resolved under a single
civil action number); and Wichita Falls closed 2011 Case Nos. 11-0906983 and 11-0912386
(legal assistance to the same client relative to related legal issues within a brief time frame). In
each instance, both cases within each set were included in LANWT’s CSR data submissions to
LSC.

Recipients are instructed to ensure that cases involving the same client and the same, or a related,
legal problem are not recorded and reported to LSC more than once as part of a continuing effort
by LSC to ensure the accuracy of the CSR reports. To the extent that both LSC and its recipients
share an interest in the accuracy of the CSR reports, recipients should endeavor to ensure that the
single reporting of cases as required by CSR Handbook (2008 Ed., as amended 2011), § 3.2 and
§§ 6.1 —6.5.

Although the cases that were reviewed during the visit demonstrate that LANWT is substantially
compliant with LSC reporting requirements, in an effort to ensure full compliance with LSC
reporting requirements, LANWT was required to develop a plan of action designed to ensure
compliance with the requirements of CSR Handbook (2008 Ed., as amended 2011), § 3.2 and §§
6.1 — 6.5 and provide LSC with the same.
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In its response to the DR, LANWT stated that duplication is also a focus of the CPA. According
to the CPA, the Director of Administration, in conjunction with the Deputy Director and the
Director of Litigation, will conduct reviews of programmatic data in January and July to spot
potential compliance issues prior to data compilations for submission to LSC. LANWT stated
this process is already in place and once the details of these reviews are finalized, one of the
Directors will contact the branch managers individually to discuss the data specific to that office.
Additionally, the CPA calls for comprehensive training for all staff on all aspects of the CSR
Handbook.

LANWT also stated that one set of duplicates that was cited in the Finding was actually a case
that LANWT took to trial and later defended on appeal. OCE has revised the DR accordingly.

Based on LANWT’s response to the DR and OCE’s review of the CPA, Required Corrective
Action No. 15 is closed. However, not later than 90 days from the date of this Final Report,
LANWT is required to advise OCE of the status of its implementation of these aspects of its
CPA. LANWT’s response hereto should include copies of any training agenda, attendance
sheets, and an explanation for how LANWT intends to measure the effectiveness of its training.

Finding 13: Review of LANWT’s policies and timekeeping records and interviews with
the full-time attorneys who have engaged in the outside practice of law evidenced
compliance with the requirements of 45 CFR Part 1604 (Outside practice of law).

This part is intended to provide guidance to recipients in adopting written policies relating to the
outside practice of law by recipients’ full-time attorneys. Under the standards set forth in this
part, recipients are authorized, but not required, to permit attorneys, to the extent that such
activities do not hinder fulfillment of their overriding responsibility to serve those eligible for
assistance under the Act, to engage in pro bono legal assistance and comply with the reasonable
demands made upon them as members of the bar and as officers of the Court.

Consistent with 45 CFR § 1604.3(a), LANWT has developed a policy and procedure governing
outside employment, including the outside practice of law. Subject to approval by LANWT’s
CEO, the policy and procedure permits full-time attorneys to engage in the outside practice of
law in those instances set forth at 45 CFR §§ 1604.4 (c)(1), (2), and (3). The policy requires that
attorneys who may be interested in engaging in outside practice must submit a standard form
entitled “Request for Outside Practice of Law” for approval by the CEO. Among other things,
the form requires that the attorney identify the type of case, the attorney’s relationship with the
client, and the anticipated date of conclusion of the requested outside practice. The form also
requires the attorney to provide written notification to LANWT’s Human Resources (“HR”)
department at the conclusion of the authorized outside practice.

Prior to the visit, LANWT provided a list of all attorneys who have, or had, engaged in the
outside practice of law during the period January 1, 2010 through January 31, 2012. The list
included the attorney’s full name, the office to which such attorney was assigned, the nature of
the outside practice, and the name of the person that approved the outside practice. Based on
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interviews with all the attorneys listed and currently employed by LANWT, LANWT is in
compliance with the requirements of 45 CFR Part 1604.

However, there were instances noted in which LANWT did not conform to its own policy.
Specifically, four (4) of the attorneys that were interviewed during the visit neglected to provide
written notification to Human Resources at the conclusion of their authorized outside practice.
As well, three (3) of the attorneys that were interviewed during the visit disclosed instances of
authorized practice that were not included on the list provided by LANWT.

Based on the foregoing, LSC recommended that LANWT take such administrative measures as
appropriate to ensure compliance with its own outside practice of law policy.

In its response to the DR, LANWT stated that there were lapses in the application of its outside
practice of law policy and it has investigated such lapses. Moreover, the policy has been
reviewed and revised, and the updated version will be included in LANWT’s new policy manual.
LANWT added that it will likely implement an electronic means of tracking both new and
existing requests for outside practice, which will indicate the date that approval was granted and
the date that Human Resources is notified that the outside practice is closed. This will facilitate
management follow-up on requests that remain open for extended periods of time.

Finding 14: Review of LANWT’s cases and policies, as well as a limited review of
LANWT’s fiscal records and interviews with management and staff, evidenced compliance
with the requirements of 45 CFR Part 1608 (Prohibited political activities).

LSC regulations prohibit recipients from expending grants funds or contributing personnel or
equipment to any political party or association, the campaign of any candidate for public or party
office, and/or for use in advocating or opposing any ballot measure, initiative, or referendum.
Nor may recipients employ any political test or qualification in making decisions or performing
any function under the LSC Act. See 45 CFR § 1608.3. Recipient employees may not
intentionally identify LSC or the recipient with any partisan or non-partisan political activity, or
with the campaign of any candidate for public or party office. See 45 CFR § 1608.4.

The regulation also prohibits staff attorneys from using official authority or influence for the
purpose of interfering with or affecting the result of an election or nomination for office, whether
partisan or nonpartisan, and may not directly or indirectly coerce, or attempt to coerce,
command, or advise any recipient to pay, lend, or contribute anything of value to a political
party, committee, organization, agency or person for political purposes. Nor may such attorney
be a candidate for partisan elective office. See 45 CFR § 1608.5. While engaged in legal
assistance activities, staff attorneys may not engage in political activities, any activity to provide
voters with transportation to the polls, or to provide similar assistance in connection with an
election, or any voter registration activity. See 45 CFR § 1608.6.

LANWT has developed a written policy to guide its staff in complying with Part 1608. The
policy is contained within its Advocacy Manual and is consistent with 45 CFR Part 1608. All
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staff are provided with a copy of the Advocacy Manual and it is also available on Sharepoint.
Additionally, new hires are required to agree, in writing, to abide by the policy. Both the CEO
and Interim Deputy Director stated that LANWT does not employ any political test or
qualification in making decisions, nor has it contributed or made available any funds, personnel,
or equipment to any political party, any political campaign, or any effort advocating or opposing
a ballot measure, initiative, or referendum. The staff that were interviewed during the visit
indicated their familiarity with the policy and 45 CFR Part 1608. None of the staff that were
interviewed during the visit were aware of LANWT’s involvement in any political activity.

A vendor/payee file generated from the LANWT’s accounting system, representing 2,320
persons and entities who received payments from the recipient during the period 2010 through
2012 was reviewed for identifiable disbursements to political entities. Additionally, pages and
links from the LANWT on-line web-site (www.lanwt.org) and a search of on-line news articles
mentioning LANWT were reviewed for indications of relationships with political candidates,
activities or entities. No indication of prohibited political activities was found.

None of the cases that were reviewed during the visit indicated LANWT’s involvement in any
such activity. Similarly, the printed materials available in LANWT’s offices consisted of self-
help and informational brochures. None of the brochures or pamphlets contained content that
was inconsistent with Part 1608.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that it intends to review its Part 1608 policy and
procedures as part of its effort to create a separate LANWT policy manual. It further stated that
Part 1608 will also be a part of the comprehensive training provided to all staff.

Finding 15: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1609
(Fee-generating cases).

Except as provided by LSC regulations, recipients may not provide LSC funded legal assistance
in any case which, if undertaken on behalf of an eligible client by an attorney in private practice,
reasonably might be expected to result in a fee for legal services from an award to the client,
from public funds or from the opposing party. See 45 CFR §§ 1609.2(a) and 1609.3. Recipients
are required to adopt written policies and procedures to guide its staff in complying with Part
1609, and are required to maintain records sufficient demonstrate their compliance. See 45 CFR
§ 1609.6.

Recipients may provide LSC funded legal assistance in such cases where the case has been
rejected by the local lawyer referral service, or two private attorneys; neither the referral service
nor two private attorneys will consider the case without payment of a consultation fee; the client
is seeking, Social Security, or Supplemental Security Income benefits; the recipient, after
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consultation with the private bar, has determined that the type of case is one that private
attorneys in the area ordinarily do not accept, or do not accept without pre-payment of a fee; the
Executive Director has determined that referral is not possible either because documented
attempts to refer similar cases in the past have been futile, emergency circumstances compel
immediate action, or recovery of damages is not the principal object of the client’s case and
substantial attorneys’ fees are not likely. See 45 CFR §§ 1609.3(a) and 1609.3(b). LSC has also
prescribed certain specific recordkeeping requirements and forms for fee-generating cases. The
recordkeeping requirements are mandatory. See LSC Memorandum to All Program Directors
(December 8, 1997).

LANWT has adopted a written policy concerning fee-generating cases. Although the restriction
stated in the policy is not limited to LSC funded legal assistance, it is consistent with Part 1609.
The policy is contained within LANWT’s Advocacy Manual and includes a section that
addresses the receipt of attorneys’ fees in a manner consistent with 45 CFR § 1609.4. All staff
are provided with a copy of the Advocacy Manual and it is also available on Sharepoint. The
staff that were interviewed during the visit indicated their familiarity with the policy and Part
1609. None of the staff that were interviewed during the visit were aware of LANWT’s
involvement in any fee-generating cases.

None of the cases that were reviewed during the visit involved legal assistance with respect to a
fee-generating case.

Based on the [oregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that it intends to review its Part 1609 policy and
procedures as part of its effort to create a separate LANWT policy manual. It further stated that
Part 1609 will also be a part of the comprehensive training provided to all staff.

Finding 16: A review of LANWT’s organizational chart, observations of the physical
locations of LANWT’s offices, and interviews with staff indicate that LANWT is in
compliance with 45 CFR Part 1610 (Use of non-LSC funds, transfer of LSC funds,
program integrity).

Part 1610 was adopted to implement Congressional restrictions on the use of non-LSC funds and
to assure that no LSC funded entity engage in restricted activities. Essentially, recipients may
not themselves engage in restricted activities, transfer LSC funds to organizations that engage in
restricted activities, or use its resources to subsidize the restricted activities of another
organization.
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The regulation contains a list of restricted activities. See 45 CFR § 1610.2. They include
lobbying, participation in class actions, representation of prisoners, legal assistance to aliens,
drug related evictions, and the restrictions on claiming, collecting or retaining attorneys' fees.

Recipients are instructed to maintain objective integrity and independence from any organization
that engages in restricted activities. In determining objective integrity and independence, LSC
looks to determine whether the other organization receives a transfer of LSC funds, and whether
such funds subsidize restricted activities, and whether the recipient is legally, physically, and
financially separate from such organization.

Whether sufficient physical and financial separation exists is determined on a case by case basis
and is based on the totality of the circumstances. In making the determination, a variety of
factors must be considered.®” The presence or absence of any one or more factors is not
determinative.

Recipients are further instructed to exercise caution in sharing space, equipment and facilities
with organizations that engage in restricted activities. Particularly if the recipient and the other
organization employ any of the same personnel or use any of the same facilities that are
accessible to clients or the public.*® But, as noted previously, standing alone, being housed in the
same building, sharing a library or other common space inaccessible to clients or the public may
be permissible as long as there is appropriate signage, separate entrances, and other forms of
identification distinguishing the recipient from the other organization, and no LSC funds
subsidize restricted activity. Organizational namcs, building signs, tclephonc numbers, and other
forms of identification should clearly distinguish the recipient from any organization that
engages in restricted activities. See OPO Memo to All LSC Program Directors, Board Chairs
(October 30, 1997).

The regulation also prohibits recipients from accepting non-L.SC funds greater than $250.00,

unless the recipient provides the source of the funds written notification of the prohibitions and
conditions which apply to the funds. See 45 CFR § 1610.5.%

37 Factors relevant to the determination include:

i) the existence of separate personnel;

ii) the existence of separate accounting and timekeeping records;

iii) the degree of separation from facilities in which restricted activities occur, and the extent of such
restricted activities; and

iv) the extent to which signs and other forms of identification distinguish the recipient from the other
organization.

See 45 CFR § 1610.8(a); see also, OPO Memo to All LSC Program Directors, Board Chairs (October 30, 1997).
¥ While there is no per se bar against shared personnel, generally speaking, the more shared staff, or the greater
their responsibilities, the greater the likelihood that program integrity will be compromised. Recipients are
instructed to develop systems to ensure that no staff person engages in restricted activities while on duty for the
recipient, or identifies the recipient with any restricted activity. See OPO Memo to All LSC Program Directors,
Board Chairs (October 30, 1997).

% Generally, notification should be provided before the recipient accepts the funds. Thus, notice should be given
during the course of soliciting funds or applying for a grant or contract. However, for unsolicited donations where
advance notice is not feasible, notice should be given in the recipient’s letter acknowledging the contribution. The
notice requirement applies to funds received by recipients as grants, contracts or charitable donations from funders
other than the Corporation, which are intended to fund the nonprofit work of the recipient. It does not include funds
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Based on a limited review of LANWT’s policies and procedures, cash receipts journals, cash
disbursements journals, chart of accounts, grants, contracts, LANWT’s web page, as well as
observations of LANWT’s office locations, LANWT does not appear to be engaged in any
restricted activities which would present 45 CFR Part 1610 compliance issues. LANWT’s chart
of accounts has been developed so that funds received by the recipient from sources other than
LSC are recorded as separate and distinct receipts and disbursements in a manner that is
consistent with 45 CFR § 1610.9. LANWT’s Accounting Manager confirmed that direct costs
are allocated to a particular grant, to the degree that costs were incurred to achieve the objectives
of the grant. Costs that are fund-specific are allocated directly to that funding source, at the
transaction level. A limited review of the cash receipt and disbursement journals for the review
period identified no inappropriate transfers pursuant to 45 CFR § 1610.7, or expenditures
pursuant to 45 CFR § 1610.4, by the recipient of its LSC and non-LSC funds.

During the visit, the team reviewed payments of non-LSC funds from LANWT to Texas Legal
Services Center (“TLSC”) for the stated purpose of resource development. In 2010 and 2011
LANWT paid TLSC $15,000.00 per year and, in 2012, this increased to $35,000.00. The 2012
payment appears to represent payment for 2013. The contract between LANWT and TLSC
states, in part, that “the scope of services to be performed by TLSC include research, education,
public relations, and outreach efforts to secure non-federal funding to assist and supplement
LANWT resource development activities for the provision of Legal Aid services for eligible
clients”. The contract also provides that in carrying out the agreement, both parties shall comply
with all applicable laws, ordinances, and codes. Through review of LANWT’s fiscal records it
was determined that the payments to TLSC were paid with non-LSC funds. During the visit,
LANWT’s CFO contacted TLSC and obtained a written confirmation that “project funds are not
utilized for activities inconsistent with LSC requirements ”.

LANWT has established a procedure that ensures that written notification to its funding sources
and individual contributors of $250.00 and over is provided. A limited review was conducted of
five (5) donor letters for contributions during 2010 and 2012. A limited review was also
conducted of five (5) non-LSC funding sources. In all cases reviewed, the letters LANWT sent
to its donors complied with the requirements of LSC regulations. However, as noted in Finding
18, it did not appear that LANWT was providing the required notification to the sources of funds
raised through its joint fundraising venture.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that its senior management team is committed to
ongoing review of fiscal and financial policies to ensure, not only the proper use of funds, but
also to optimize the resources committed to client services. LANWT added that revisions have
been made to its Accounting Manual as a result of the Compliance Review, and reported that its
CFO and Director of Administration will continuously review the Manual and all accounting
policies and procedures to ensure compliance with the regulations.

received from sources such as court payment to attorneys for their work under court appointments; nor does it
include payments to the recipient for rent, bank interest, or sale of goods, such as manuals. See 62 Federal Register
27696 (May 21, 1997).
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Finding 17: LANWT is in substantial compliance with 45 CFR Part 1614 (Private attorney
involvement).

LSC regulations require that LSC recipients devote an amount equal to 12.5% of its LSC
annualized basic field award to the involvement of private attorneys in the delivery of legal
assistance to eligible clients®’. This requirement is referred to as the private attorney
involvement (“PAI”) requirement.

Activities undertaken by the recipient to involve private attorneys in the delivery of legal
assistance to eligible clients must include the direct delivery of legal assistance to eligible clients.
The regulation contemplates a range of activities, and recipients are encouraged to assure that the
market value of PAI activities substantially exceed the direct and indirect costs allocated to the
PAI requirement. The precise activities undertaken by the recipient to ensure private attorney
involvement are, however, to be determined by the recipient, taking into account certain factors.
See 45 CFR §§ 1614.3(a), (b), (¢), and (e)(3). The regulations, at 45 CFR § 1614.3(e)(2), require
that the support and expenses relating to the PAI effort must be reported separately in the
recipient’s year-end audit. For compensated models, the regulations state that attorney’s fees
may not exceed 50% of the local prevailing market rate for that type of service. See 45 CFR §

1614.3(e)(3).

Further, 45 CFR § 1614.3(d)(3) requires programs to implement case oversight and follow-up
procedures to ensure the timely disposition of cases to achieve, if possible, the results desired by
the client and the efficient and economical utilization of resources.

Additionally, 45 CFR Part 1614 requires that recipients utilize a financial management system
and procedures that document its PAI cost allocations, identify and account for separately direct
and indirect costs related to its PAI effort, and report separately the entire allocation of revenue
and expenses relating to the PAI effort in its year-end audit.

The CSR Handbook defines a PAI case as the provision of permissible legal assistance by a
private attorney participating in the recipient’s PAI program to an eligible client with a legal
issue (or set of closely related issues) accepted for assistance in accordance with the
requirements of the LSC Act, regulations and other applicable law. See CSR Handbook (2008
Ed., as amended 2011), § 10.1. Recipients may record and report the provision of legal assistance
by a private attorney as a case only if all of the provision of Chapter II of the CSR Handbook
(2008 Ed., as amended 2011) and the requirements of 45 CFR § 1614.3(d) are met, and the legal
assistance to the client is provided by a private attorney participating in the recipient’s PAI
program. See CSR Handbook (2008 Ed., as amended 2011), § 10.1(a).

LANWT’s PAI is twofold, divided between the Equal Justice Volunteer Program (“EJVP”)
which is a program wide initiative, and the Dallas Volunteer Attorney Project “DVAP”), a joint
project by LANWT and the Dallas Bar Association (“DBA”). Although the EJVP’s program has
both a pro bono and a compensated model, at the DVAP, almost all the cases are pro bono cases.
In terms of PAI staff, the two biggest offices are the Dallas DVAP - with a Director/Attorney, a
Managing Attorney, two (2) Mentoring attorneys, an attorney recruiter, and eight (8) paralegals -

“0 The term ‘private attorney” is defined as an attorney who is not a staff attorney. See 45 CFR § 1614.1 (d)
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and the Ft. Worth Office - with a Supervising Attorney and four (4) paralegals. At the majority
of the other offices, the PAI initiative is run by an EJVP Coordinator and the respective office’s
Managing Attorney.*!

Regarding intake procedures and priorities, LANWT’s basic field intake procedures and
priorities, are the same for both the EJVP and DVAP.* The majority of the referred cases to the
PAI attorneys are family, consumer, probate and housing. Normally, cases appropriate for
referral are identified at each office’s weekly staffing meetings, where all applications for legal
assistance coming from either regular office’s intake, LANWT’s Legal Aid Line, or the clinics
(in which volunteer private attorneys participate) are reviewed for case acceptance. Once the
office’s Managing Attorney approves the referral, and as soon as the client authorizes LAWNT
to discuss the case with a volunteer attorney for possible case acceptance, the PAI Coordinator or
paralegal will try to find an attorney to accept the case by sending a letter or e-mail to the
participating attorneys in the applicable county with information about the case, including basic
case type and the name of the opposing party, for the attorney to be able to conduct a conflict
check.

When the case is accepted by a participating private attorney, LANWT sends the client a case
acceptance letter informing the client of the attorney’s name and telephone number, and advising
the client to contact the attorney to make an appointment. The client is also provided an
information sheet advising him/her that the attorney’s services are free of charge, but that the
client may be responsible for courts costs and/or fees. Similarly, LANWT provides information
to the attorney concecrning LANWT’s PAI program - whether pro bono or reduced fee. The
attorney is advised relative to claiming attorneys’ fees and is requested to provide LANWT with
copies of all closing documents, i.e., final orders, at the conclusion of the case. The attorney is
also provided forms developed by LANWT and designed to ensure an appropriate level of
follow-up and oversight. If the case has been accepted on a reduced fee basis, the attorney is
advised of LANWT’s hourly rate and is provided an estimate of the amount of time LANWT
calculates to complete the case. Attorneys accepting cases on a reduce fees basis are required to
submit monthly billings containing an itemized statement indicating the amount of time spent
and a description of the services provided. As previously indicated, such attorneys are advised
that the final billing must be accompanied by copies of court orders or other dispositive
documentation.

The PAI clinics are regularly scheduled, some weekly and others monthly, and are staffed by
both LANWT staff attorneys and participating PAI attorneys. Some are general intake, while
others are limited to specific topics like wills, bankruptcies, veterans, domestic abuse, divorce,
and some are dedicated to pro se filings. Most of the clinics are organized and conducted by the
office’s EJVP Coordinator, or one of the PAI paralegals, either from the DVAP, or the Ft. Worth
office. At the clinics, eligible applicants meet with a participating PAI attorney, who are
required to document the assistance provided on the “EJVP Case Review Memo,” or its
equivalent. The participating attorney is also requested to indicate on the memo his/her
willingness to accept the case for further assistance. After the clinic is concluded, all of the

I At the Weatherford office there is no PAI coordinator.
*2 One of the forms used at the one time Dial-A-Lawyer Clinic held by the San Angelo office, was found insufficient
for income eligibility screening purposes, but that clinic has not been continued and the form is no longer in use.
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applications for services, are entered into the ACMS by the EJVP Coordinator or the clinic
organizing PAI paralegal. If there is no problem with the conflict check, each applicant’s case
will be staffed at the next staffing meeting to determine whether further assistance is warranted.

The responsibility for the oversight of PAI cases is primarily assigned to the EJVP Coordinator
in each office, or to one of the PAI paralegals either at the DVAP or the Ft. Worth office. After a
case is accepted by a PAI attorney, the case is flagged for follow-up in 60 to 90 days, when the
attorney will be contacted by letter, phone or email, to learn the status of the case, and whether
the attorney may need any kind of support in relation to the case. In some offices the responsible
staff member will check, when available, the status of the case according to the respective county
court system website.

When a PAI case is closed, the closing code is selected either by the office EJVP Coordinator or
the PAI paralegal, but it will ultimately be reviewed and approved by the office’s Managing or
Supervising Attorney. Generally, a “Closing Sheet Disposition” form is used. This form is
designed to enter brief notes and a case summary, the outcome for the client,
benefits/fees/damages for the client or for LANWT. The form includes a checklist of important
documents that should be present when closing a case, e.g., Part 1626 documentation, Part 1636
statement, as applicable, final orders, etc. The selected case closing code and the case closing
form are reviewed and approved either by the office’s Supervising or Managing Attorney.

In accordance with 45 CFR § 1614.4, LANWT has developed an annual PAI plan and budget to
mcct its PAI rcquirements. The plan is designed to ensure that LANWT involves private
attorneys in the delivery of legal assistance to eligible clients through both pro bono and
compensated mechanisms, via their joint projects with local bar associations and contracts with
private attorneys and law firms on a reduced fee plan.

They have also established PAI as a cost center in their accounting system (SAGE 100 (MIP)
Fund Accounting) and as a time use designation in their Case and Time Management system (PS
Technologies LegalServer), which are used to identify and accumulate time and costs related to
PAI activity. LANWT utilizes a system for accounting for PAI related costs which generally
complies with the requirements of 45 CFR § 1614.3(e), however these procedures are not
documented in either of the LANWT Accounting Manuals. For purposes of this review, the
Director of Finance provided a written synopsis of the process used to attribute indirect costs to
PAI which, though it was undocumented, has been utilized during the review period. A full
description of the policies and processes used to allocate PAI direct and indirect costs should be
established in the LANWT Accounting Manual.

The PAI program is funded from three (3) sources: LSC Basic funds, Texas Access to Justice’s
Basic Civil Legal Services (“BCLS”), and joint fundraising with the Dallas Bar Association. The
Audited Financial Statements for FYs 2010 and 2011 reported in the “Private Attorney
Involvement Schedule of Expenses,” expenditures dedicated to the PAI effort in the amount of
$1,416,759.00 and $1,408,159.00, respectively, which translates to 16.25% and 17% of the total
basic field grant for those years. While the 2012 year has not as yet been subject to independent
audit, accounting records reflect total PAI costs to be $1,385,073.00, or 19.4% of LSC basic
field.
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LANWT correctly allocates the salaries of attorneys and paralegals based on actual time as
reported in the ACMS and as required by 45 CFR § 1614.3(e)(1)(1). LANWT has utilized an
undocumented indirect cost allocation basis. For purposes of this review, the Director of Finance
developed a written synopsis of the process used to attribute indirect costs to PAI which though
undocumented has been utilized during the review period.

The PAI cost allocation process as defined for practical purposes may be segregated between the
DVAP, and EJVP, a program wide and a reduced fee component. Direct and indirect PAI costs
are posted to the General Ledger on a monthly basis. Advocate (attorney and paralegal) salary
costs are posted as direct costs based on individual salaries. The Payroll Unit provides the
Accounting Unit with data reflecting salary/hours by employee with PAI charged as reported in
the ACMS for payroll purposes. The direct PAI salaries are recorded and factored against total
salaries in that office to determine the percentage factor to be used for indirect charges in that
cost center. An LANWT developed spreadsheet applies the factor by line item and the totals are
entered in a cumulative report which is used to make a General Journal entry for the month. The
process as developed meets the provisions of 45 CFR § 1630.3(e).

Reduced Fee PAI

The LANWT PAI program operates in-house under the name Equal Justice Volunteer Program
(“EJVP”). The EJVP Financial Management Procedures are available to all staff on-line via
SharePoint. In several counties LANWT refers cases to private attorneys on a reduced fee basis.
The reduced fee is used primarily in very rural areas where there is insufficient pro bono activity.

When a case is assigned to an attorney, an encumbrance is established by the reduced fee hourly
schedule based on the type of case. Attorneys are paid $40/hour based on a PAI fee schedule.
The State Bar of Texas and the Texas Access to Justice Foundation have determined that the
average hourly rate is $150.00, a figure used by LANWT for valuation of volunteer attorney
time. PAI cases referred to a private attorney are managed by an advocate of the referring office
Case billings by the attorneys reflect time spent and activities performed on each assigned case.
Invoices are approved by the assigning advocate and forwarded to the LANWT PAI coordinator
who approves and forwards the invoice to accounting for payment. Review of the 2010, 2011,
and 2012 vendor files for two randomly selected PAI attorneys found invoices reflected services
performed and time charged in six or fifteen minute increments. Each invoice without exception
had been approved by the advocate/manager and the PAI coordinator.

Consistent with 45 CFR § 1627.2(b)(1), an examination of the LANWT General Ledgers for
2010,2011, and 2012 found that in no case did annual payments to any individual attorney in the
PAI reduced fee program exceed $3,000.00, and an examination of LANWT’s 1099 files found
that IRS Form 1099 reporting attorney fees of $600.00 or more had been properly reported.

PAI Case Review
In reviewing the PAI cases, the team noted that 12 of the PAI cases reviewed during the visit

involved legal assistance provided solely by LANWT staff attorneys. See Denton open PAI
Case No. 12-0931841, Ft. Worth closed 2013 PAI Case No. 12-0984244, Dallas closed 2013
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PAI Case Nos. 12-0989108, 12-0944053, 12-0989672, 12-0980419, 12-0985894, 13-0994378,
12-0986217, 12-0957913, and 12-0987534, and Denton closed 2010 PAI Case No. 1026742.
Although reportable as staff cases, these cases may not be reported as PAI cases.

As well, regarding the effectiveness of LANWT’s oversight and follow-up, 14 of the PAI cases
that were reviewed during the visit were either dormant or untimely closed. See Amarillo open
PAI Case No. 11-0910873, Dallas open PAI Case Nos. 825682, 1010061, 807928, and 601861,
Denton open PAI Case Nos. 11-0916145 and 12-0947926, Lubbock open PAI Case Nos.
703556, 911326, 11-0903812, and 12-0956148, Plainview closed 2013 PAI Case No. 11-
0877098, Abilene closed 2011 PAI Case No. 0805820, and Midland closed 2011 PAI Case No.
0822686.

By conducting periodic case management reports of all open and closed PAI case files, LANWT
can ensure that only cases where the legal assistance had been provided by a private attorney are
reported as PAI cases. As well, through the use of systematic case management reports and by
enforcing its case oversight measures, LANWT can ensure that all reported cases are timely
closed and that dormant cases are de-selected.

In its response to the DR, LANWT noted that it has consistently expended more than 122% on
its PAI efforts. Regarding the 12 cases cited in this Finding in which the legal assistance was
provided by staff, LANWT explained that such cases generally involve staff who attend a clinic
and enter the case data into LegalServer at a later date. LANWT noted that the time billed to the
case by the staff person is reported as staff time, not PAL. Nonetheless, LANWT stated that it
intends to discuss the issue with its PAI coordinators in an effort to resolve any concerns. As
well, the coordinators will receive training on LegalServer so that they can generate the
necessary reports and identify any such anomalies.

Based on LANWT’s response, Required Corrective Action No. 16 is closed. However, not later
than 90 days from the date of this Final Report, LANWT is required to advise OCE of the status
of its discussion with its PAI coordinators, its efforts to resolve the issues noted in this Finding,
and the LegalServer training provided to its PAI coordinators. LANWT’s response hereto
should include copies of any training agenda, attendance sheets, and an explanation for how
LANWT intends to measure the effectiveness of its training.

Finding 18: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with 45 CFR § 1627.4 (Membership fees and
dues). However, an examination of LANWT’s transfer of TIG No. 04466 funds to Texas
Legal Services Center evidenced non-compliance with 45 CFR § 1627.3(a)(1).

LSC has developed rules governing the transfer of LSC funds by recipients to other
organizations. See 45 CFR § 1627.1. These rules govern subgrants, which are defined as any
transfer of LSC funds from a recipient to an entity under a grant, contract, or agreement to
conduct certain activities specified by or supported by the recipient related to the recipient’s
programmatic activities.
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“Programmatic activities” include those that might otherwise be expected to be conducted
directly by the recipient, such as representation of eligible clients, or which provides direct
support to a recipient’s legal assistance activities or such activities as client involvement, training
or state support activities. It does not ordinarily include activities that are covered by a fee-for-
service arrangement, such as those provided by a private law firm or attorney representing a
recipient’s clients on a contract or judicare basis, except that any such arrangement involving
more than $25,000.00 is included. It would also normally excludes activities related to the
provision of goods or services by vendors or consultants in the normal course of business if such
goods or services would not be expected to be provided directly by the recipient itself, such as
auditing or business machine purchases and/or maintenance.

All subgrants must be in writing and must be approved by LSC. In requesting approval,
recipients are required to disclose the terms and conditions of the subgrant and the amount of
funds to be transferred. Additionally, LSC approval is required for a substantial change in the
work program of a subgrant, or an increase or decrease in funding of more than 10%. Minor
changes of work program, or changes in funding less than 10% do not require L.SC approval, but
LSC must be notified in writing. See 45 CFR § 1627.3(a)(1) and (b)(3).

Subgrants may not be for a period longer than one (1) year, and all funds remaining at the end of
the grant period are considered part of the recipient’s fund balance. All subgrants must provide
for their orderly termination or suspension, and must provide for the same oversight rights for
LSC with respect to subrecipients as apply to recipients. Recipients are responsible for ensuring
that subrecipients comply with [.SC’s financial and audit requirements. It is also the
responsibility of the recipient to ensure the proper expenditure of, accounting for, and audit of
the transferred funds. See 45 CFR § 1627.3(b)(1), (b)(2), (¢), and (e).

LSC funds may not be used to pay membership fees or dues to any private or nonprofit
organization, except that payment of membership fees or dues mandated by a governmental
organization to engage in a profession is permitted. See 45 CFR § 1627.4. Nor may recipients
make contributions or gifts of LSC funds. See 45 CFR § 1627.5. Recipients must have written
policies and procedures to guide staff in complying with the regulations and shall maintain
records sufficient to document the recipient's compliance. See 45 CFR § 1627.8.

Based on a limited review of LANWT’s accounting records for the period 2010 through
December 31, 2012, LANWT is in full compliance with 45 CFR § 1627.4. All non-mandatory
dues and fees are paid with non-LSC funds. However, an examination of LANWT’s relationship
with the DVAP revealed that LANWT appeared to have failed to obtain LSC approval for
expenditures of L.SC funds on behalf of DVAP as required by 45 CFR § 1627.3(a)(1).

As previously mentioned, the DVAP is a joint project by LANWT and the DBA. Essentially,
under the terms of a joint agreement executed by the DBA and LANWT’s predecessor, Legal
Services of North Texas, DVAP provides PAI case placement services for LANWT and all such
cases are reported by LANWT to LSC as PAI cases. In particular, the agreement allows the
DVAP to share space within LANWT’s Dallas office and otherwise requires that LANWT
commit 12%:% of its annualized L.SC basic field award applicable to Dallas County to the
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operations and activities of the DVAP.”® LANWT also agrees to provide general liability
insurance for the DV AP operations and activities related to the Dallas office, and make available
professional liability insurance for all staff and volunteer attorneys providing assistance to clients
under the DVAP.

The agreement calls for management of the DVAP by a director, who will be appointed by, and
serve at the pleasure of, the DBA. The agreement states that such director will be an employee
of the DBA assigned to the DVAP. The DVAP is to be staffed by those employees of LANWT
and those employees of the DBA assigned to the DVAP by LANWT and the DBA. The DBA
commits to provide for all salaries, wages and benefits of DBA employees assigned to the
DVAP.

It should also be noted that presently and for several years, LANWT, in conjunction with the
DBA and the Dallas Bar Association Community Service Fund (“CSF”), has been involved in an
annual fundraising campaign for the DVAP, and from the funds so received a portion is
distributed to LANWT to be committed to the DVAP. As a result of the annual fundraising
campaign, LANWT received $224,322.00 in 2010; $254,496.00 in 2011; and $292,364.00 in
2012.** However, the review team was unable to find evidence that LANWT was providing the
required notification to the sources of funds raised through the joint fundraising venture
described above. LANWT must ensure full compliance and documentation concerning the
notification to sources of funding of $250.00 or more requirements of 45 CFR § 1610.5(a) for
both direct sources of such funds and for those provided via the joint venture.

Similarly, as discussed in Finding 32, by grant award letter dated Dec. 4, 2004, LSC awarded
LANWT TIG No. 04466 in the amount of $52,037.00.

At the time of the visit, LANWT was unable to provide any written agreement between either it
and TLSC, or it and Pro Bono Net. Similarly, LANWT was unable to provide project activity
reports or a working budget for the TIG. Moreover, the persons who worked on TIG No. 04466,
either at LANWT or TLSC, are no longer employed by either organization. No separate fund
accounting for TIG No. 04466 was established, and only copies of the four LSC checks LANWT
received as full payment of the grant award of $50,000 existed.

However, according to the TIG Standard Application signed by LANWT’s CEO May 14, 2004
and the TIG Final Report (April 23, 2010), the grant was to fund a part-time coordinator at Texas
Legal Services Center (“TLSC”), who was responsible for the “development and maintenance of
content on the statewide website”, which, according to the Final Report, is designed to provide
legal information and court forms. The TIG Final Report indicates that $24,000.00 for salary
and benefits to the coordinator in 2008, and $20,000.00 for salary and benefits to the coordinator
in 2009.

While some situations raise questions of whether the scope of content development activity falls

with Part 1627, LSC funded content development is generally related to programmatic
activities. The provision of legal information is one of the services that LSC clearly intends
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recipients to provide with TIG funding for client information and self-help. As such, based on
available information, it appears that LANWT’s transfer of TIG No. 04466 funds to TLSC to
fund a part-time content coordinator whose duties included content development was subject to
the requirements of Part 1627.

In its response to the DR, LANWT stated that it intends to review its subgrant policies and
procedures to ensure continued compliance with LSC regulations. Regarding TIG No. 04466
and the transfer of funds to TLSC, LANWT stated that it has no documentation beyond that
provided to OCE during the visit. Regarding the 45 CFR § 1610.5 comments, LANWT
responded that both it and the DBA provide written notice to each contributor of $250.00 or more.
LANWT provided a sample of the notification in its response to the DR.

As to LANWT’s relationship with DVAP, LANWT argued that it does not have a subgrant, as
that term is defined at 45 CFR § 1627.2(b)(1) with DVAP or the DBA, and disagreed with the
conclusion that DVAP is a subrecipient, as that term is defined at 45 CFR § 1627.2(b)(1). As
noted in the DR, the DVAP is staffed by DBA employees and LANWT employees. More than
half of the DV AP staff are employed by the DBA, including the director, five (5) paralegals, a
recruiter, and a data entry/support person. The Managing Attorney, the two (2) mentor attorneys,
three (3) paralegals, and a secretary are employed by LANWT. All of the activities of the DVAP
are consistent with the LSC Act and regulations.

LANWT argued that as there is no transfer, or payment of LSC funds, there is no subgrant.
LANWT argued that unlike the OLA opinions cited in the DR, DVAP is not an entity, nor is it a
separate provider of legal services. LANWT stated that it owns the building that houses DVAP.
It pays no rent for the space that DVAP occupies. Indeed, by housing DVAP in its Dallas office,
LANWT realizes revenue from the annual DBA-LANWT fundraising, which, in turn, is used to
defray much of the costs that LANWT does incur in connection with DVAP.

LANWT also argued that not only is there no transfer, but there is also no separate organization.
LANWT stated that a common misperception about DV AP is that it is a separate entity. Rather,
as stated in the Joint Program Agreement (December 19, 1996), it is a cooperative effort between
LANWT and the DBA. LANWT added that DVAP does not exist as a legal entity, it is not
incorporated, and it is not registered with the state as a non-profit. It does not have a federal tax
ID number. It is merely the name given to LANWT’s PAI component in Dallas County, much
the same as the EJVP is the PAI component that serves the rest of the LANWT service area. It is
staffed by DBA and LANWT employees, although each entity retains control over its own
employees.

LANWT argued that the DVAP is among the PAI activities recognized by LSC regulations,
namely support provided by a recipient in furtherance of PAI activities, including the use of the
recipient’s facilities. See 45 CFR § 1614.3(b)(2).

In its response, LANWT provided an example of its “Lend-a-Lawyer” program. Under this
program, local law firms provide LANWT with one of their full-time associate attorneys for a
three month period. The associate remains in the employ of the law firm during the three month
period, but is stationed at LANWT providing pro bono legal assistance to eligible clients.
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LANWT argues that just as this arrangement does not make the law firm a subrecipient of
LANWT, neither should the fact that DVAP is housed at LANWT make it, or the DBA, a
subrecipient of LANWT.As stated at 45 CFR § 1627.1, the regulation sets forth rules under which
LSC funds may be transferred by recipients to other organizations. The regulations then define
“subgrant” as any transfer of LSC funds from a recipient which qualifies the organization
receiving such funds as a subrecipient. See 45 CFR § 1627.2(b)(2). A “subrecipient” is defined
essentially as any entity that accepts LSC funds from a recipient under a grant or contract to
conduct certain specified by or supported by the recipient related to the recipient’s programmatic
activities. See 45 CFR § 1627.2(b)(1). “Transfer” is defined in terms of a payment of LSC funds
by a recipient to a person or entity for the purpose of conducting programmatic activities. See 45
CFR § 1610.2(g). LANWT argued that because the DVAP does not involve a payment, or
transfer, of LSC funds, either to a person or any other separate entity, there is no subgrant.
Moreover, LANWT argued that requiring it to obtain LSC approval of its arrangement with the
DBA is beyond the purpose of the regulation.

Based on LANWT’s response to the DR, as well as OCE’s consideration of other factors, OCE
has revised the DR.

Finding 19: Review of LANWT’s policies, interviews with management and staff, as well
as a limited review of fiscal and other records, evidenced compliance with the 45 CFR Part
1635 (Timekeeping requirements).

The timekeeping requirement, 45 CFR Part 1635, is intended to improve accountability for the
use of all funds of a recipient by assuring that allocations of expenditures of LSC funds pursuant
to 45 CFR Part 1630 are supported by accurate and contemporaneous records of the cases,
matters, and supporting activities for which the funds have been expended; enhancing the ability
of the recipient to determine the cost of specific functions; and increasing the information
available to LSC for assuring recipient compliance with federal law and LSC rules and
regulations. See 45 CFR § 1635.1.

Specifically, 45 CFR § 1635.3(a) requires that all expenditures of funds for recipient actions are,
by definition, for cases, matters, or supporting activities. The allocation of all expenditures must
satisfy the requirements of 45 CFR Part 1630. Time spent by attorneys and paralegals must be
documented by time records which record the amount of time spent on each case, matter, or
supporting activity. Time records must be created contemporaneously and account for time by
date and in increments not greater than one-quarter of an hour which comprise all of the efforts
of the attorneys and paralegals for which compensation is paid by the recipient. Each record of
time spent must contain: for a case, a unique client name or case number; for matters or
supporting activities, an identification of the category of action on which the time was spent. See
45 CFR § 1635.3(b). The timekeeping system must be able to aggregate time record information
on both closed and pending cases by legal problem type. See 45 CFR § 1635.3(c).

LANWT’s Advocacy Manual provides guidance to attorneys and paralegals relative to the
timekeeping requirement. As noted supra, LANWT changed its timekeeping management
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system from Practice Manager to LegalServer in two (2) phases in 2011. During phase one, only
attorneys and paralegals began keeping their time in LegalServer as of February 4, 2011. Then,
the non-attorney administrative staff was added and, by June 27, 2011, all employees began
using LegalServer to keep their time.

Timekeeping records for 12 attorneys and eight (8) paralegals for the pay period January 5 —
January 18, 2013 were reviewed during the visit. The records indicated time spent as either a
case, matter, or supporting activity, and the time allotted was recorded contemporaneously and in
increments of not greater than one-quarter of an hour. The timekeeping records were compared
to the time and attendance records and showed only one (1) exception. The one exception
involved a staff attorney who, rather than recording the amount of time spent on cases, matters,
and supporting activities, as delineated in LegalServer, simply recorded an eight (8) hour
workday on January 18, 2013. Otherwise, interviews with attorneys and paralegals in the
various branch offices disclosed that, consistent with the Advocacy Manual, time is recoded
contemporaneously in LegalServer.45 Time sheets are approved every two (2) weeks by the
Managing Attorneys.

A test of LegalServer’s timekeeping capacity demonstrated that it is capable of aggregating time
record information on closed and pending cases by problem code.

LSC regulations also require any attorney or paralegal who works part-time for an organization
that engages in restricted activities to certify in writing, on a quarterly basis, that he/she has not
engaged in restricted activity during any time for which he/she was compensated by the recipient
or has not used recipient resources for restricted activities. See 45 CFR § 1635.3(d).

LANWT identified one (1) staff attorney in the Dallas office who joined the organization in
September 2012, but also worked for an organization that engages in restricted activities.
LANWT provided the attorney’s third and fourth quarter 2012 certifications which were
consistent with LSC regulations.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that it continues to review and revise its policies and
procedures, including its timekeeping policies and procedures. Recent training for the Managing
Attorneys included demonstrations on how to run spot checks of timekeeping records, how to
sort timekeeping by funding code, case and casehandler.

> At least one (1) paralegal stated that she keeps her time in LegalServer, the case file, and on individual time
sheets.
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Finding 20: Sampled cases, as well as interviews with management and staff, evidenced
compliance with the requirements of former 45 CFR Part 1642 (Attorneys’ fees).

Prior to December 16, 2009, recipients could not claim, or collect and retain attorneys’ fees in
any case undertaken on behalf of a client of the recipient, except as otherwise provided by LSC
regulations. See 62 Federal Register 25862 (May 12, 1997).* However, with the enactment of
LSC’s FY 2010 consolidated appropriation, the statutory restriction on claiming, collecting or
retaining attorneys’ fees was lifted. Thereafter, at its January 23, 2010 meeting, the LSC Board
of Directors took action to repeal the regulatory restriction on claiming, collecting or retaining
attorneys’ fees. Accordingly, effective March 15, 2010 recipients may claim, collect and retain
attorneys’ fees for work performed, regardless of when such work was performed. Enforcement
action will not be taken against any recipient that filed a claim for, or collected or retained
attorneys’ fees during the period December 16, 2009 and March 15, 2010. Claims for, collection
of, or retention of attorneys’ fees prior to December 16, 2009 may, however, result in
enforcement action. See LSC Program Letter10-1 (February 18, 2010); see also, 75 Federal
Register 21506 (April 26, 2010).

LANWT has adopted a written policy which permits staff, while engaged in legal assistance
activities, to claim, collect and retain attorneys’ fees. The policy is contained within its
Advocacy Manual, which is provided to all staff. The CEO, Interim Deputy Director, and the
staff that were interviewed during the visit indicated their familiarity with the change in LSC
regulations. The staff that was interviewed stated that they were not aware of any case in which
LANWT had claimed or collected attorneys’ fees.

A review of LANWT’s financial records and independent audited financial statements revealed
that LANWT received no attorney fees during 2010. In 2011, it received four (4) awards totaling
$33,582.00, and in 2012, four (4) awards totaling $4,700.00. All such fees were found to have
been allocated as derivative income to LSC funding.*® None of the cases that were reviewed
during the visit indicated any activity inconsistent with former 45 CFR Part 1642.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that its policy governing attorneys’ fees has been
reviewed on two (2) separate occasions, and training has been provided to all case handlers and

the Managing Attorneys.

“ The regulations defined “attorneys’ fees” as an award to compensate an attorney of the prevailing party made
pursuant to common law or Federal or State law permitting or requiring the award of such fees or a payment to an
attorney from a client’s retroactive statutory benefits. See 45 CFR § 1642.2(a).

7 Recipients are reminded that the regulatory provisions regarding fee-generating cases, accounting for and use of
attorneys’ fees, and acceptance of reimbursement remain in force and violation of these requirements, regardless of
when they occur, may subject the recipient to compliance and enforcement action.

“ In addition to attorneys’ fees and cost recoveries, LANWT makes an effort to seek cy pres awards. See
http://www.lanwt.org/contribute cypres.asp. In 2010, 2011, and 2012, LANWT received $6,618.00, $64,216.00
and $7,410.00, respectively.
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Finding 21: Review of LANWT’s policies, as well as interviews with management and a
review of LANWT’s semi-annual reports, evidenced compliance with the requirements of
45 CFR Part 1612.

The purpose of this part is to ensure that LSC recipients and their employees do not engage in
certain prohibited activities, including representation before legislative bodies or other direct
lobbying activity, grassroots lobbying, participation in rulemaking, public demonstrations,
advocacy training, and certain organizing activities. This part also provides guidance on when
recipients may participate in public rulemaking or in efforts to encourage State or local
governments to make funds available to support recipient activities, and when they may respond
to requests of legislative and administrative officials. See 45 CFR Part 1612. Recipients are
required to adopt written policies and procedures to guide its staff in complying with Part 1612.
See 45 CFR § 1612.11.

LANWT has adopted a written policy to guide its staff in complying with 45 CFR Part 1612.
The policy is contained within its Advocacy Manual and is consistent with 45 CFR Part 1612.
All staff are provided with a copy of the Advocacy Manual and it is also available on Sharepoint.

Interviews were conducted with several staff to gauge their understanding and awareness of Parts
1612. The staff that were interviewed were aware of the restriction and stated that they were not
aware of LANWT’s involvement in legislative or administrative advocacy. The CEO and Interim
Deputy Director stated that LANWT has had occasion to provide written and oral testimony, but
all such occasions have been in response to requests for such information and have all be non-
LSC funded.

A review of LANWT’s semi-annual legislative activity reports for 2010 and 2011 indicated that
LANWT did not engage in any legislative or administrative activities. However, for 2012,
LANWT reported communications with the state legislature, or members thereof, in July and
December 2012. After requesting and reviewing pertinent information, OCE, by letter dated
June 18, 2013, determined that that the contact was not inconsistent with 45 CFR § 1612.6.

There are no recommendations or required corrective actions relative to this Finding

Finding 22: Review of sampled cases, as well as interviews with management and staff,
evidenced compliance with the requirements of 45 CFR Parts 1613 (Restrictions on legal
assistance with respect to criminal proceedings) and 1615 (Restrictions on actions
collaterally attacking criminal convictions).

Recipients are prohibited from using LSC funds to provide legal assistance with respect to a
criminal proceeding. See 45 CFR § 1613.3. Nor may recipients provide legal assistance in an
action in the nature of a habeas corpus seeking to collaterally attack a criminal conviction. See
45 CFR § 1615.1.
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LANWT has developed a written policy to guide its staff in complying with Parts 1613 and
1615. The policy is contained within its Advocacy Manual and is consistent with 45 CFR Parts
1613 and 1615. All staff are provided with a copy of the Advocacy Manual and it is also
available on Sharepoint. Both the CEO and Interim Deputy Director stated that LANWT does
not provide legal assistance with respect to criminal proceedings, nor does it provide legal
assistance in actions collaterally attacking a criminal conviction. As well, interviews were
conducted with several staff to gauge their understanding and awareness of Parts 1613 and 1615.
The staff that were interviewed were aware of the restrictions and stated that they were not aware
of LANWT’s involvement in criminal proceedings or any involvement in action collaterally
attacking a criminal conviction.

None of the cases that were reviewed during the visit involved legal assistance with respect to a
criminal proceeding, or a collateral attack in a criminal conviction.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that Parts 1613 and 1615 will also be included in its
comprehensive staff training.

Finding 23: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1617
(Class actions).

Recipients are prohibited from initiating or participating in any class action. See 45 CFR §
1617.3. The regulations define “class action” as a lawsuit filed as, or otherwise declared by a
court of competent jurisdiction, as a class action pursuant Federal Rules of Civil Procedure, Rule
23, or comparable state statute or rule. See 45 CFR § 1617.2(a). The regulations also define
“Initiating or participating in any class action” as any involvement, including acting as co-
counsel, amicus curiae, or otherwise providing representation relative to the class action, at any
stage of a class action prior to or after an order granting relief. See 45 CFR § 1617.2(b)(1).*
Recipients are required to adopt written policies and procedures to guide its staff in complying
with Part 1617. See 45 CFR § 1617.4.

LANWT’s class action policy is contained in its Advocacy Manual and is consistent with 45
CFR Part 1633. LANWT advised that all staff are provided with a copy of the Advocacy
Manual and it is also available on Sharepoint. Interviews with the CEO and Interim Deputy
Director indicated that LANWT does not - and has not — initiated or participated in any class
actions. As well, interviews were conducted with several staff to gauge their understanding and
awareness of Part 1617. The staff that were interviewed were aware of the restriction and stated
that they were not aware of LANWT’s involvement in any class actions.

* It does not, however, include representation of an individual seeking to withdraw or opt out of the class or obtain
the benefit of relief ordered by the court, or non-adversarial activities, including efforts to remain informed about, or
to explain, clarify, educate, or advise others about the terms of an order granting relief. See 45 CFR § 1617.2(b)(2).

60



None of the cases that were reviewed during the visit involved LANWT’s initiation of;, or
participation in a class action

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that Part 1617 will also be included in its
comprehensive staff training.

Finding 24: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1632
(Redistricting).

Recipients may not make available any funds , personnel, or equipment for use in advocating or
opposing any plan or proposal, or representing any party, or participating in any other way in
litigation, related to redistricting. See 45 CFR § 1632.3. Recipients are required to adopt written
policies to implement the requirements of Part 1632.

LANWT’s redistricting policy is contained in its Advocacy Manual and is consistent with 45
CFR Part 1632. The Advocacy Manual is provided to all staff and is also available on
Sharepoint. Interviews with thc CEO and Intcrim Deputy Director indicated that LANWT is not
involved in any activities prohibited by 45 CFR § 1632.3. As well, interviews were conducted
with several staff to gauge their understanding and awareness of Part 1632. The staff that were
interviewed were aware of the restriction and stated that they were not aware of LANWT’s
involvement in any redistricting activity.

None of the cases that were reviewed during the visit indicated LANWT's involvement in such
activity.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that Part 1632 will also be included in its
comprehensive staff training.

Finding 25: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1633
(Restriction on representation in certain eviction proceedings).

Recipients are prohibited from defending any person in a proceeding to evict the person from a

public housing project if the person has been charged with, or has been convicted of, the illegal
sale, distribution, manufacture, or possession with intent to distribute a controlled substance, and
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the eviction is brought by a public housing agency on the basis that the illegal activity threatens
the health or safety or other resident tenants, or employees of the public housing agency. See 45
CFR § 1633.3. Recipients are required to adopt written policies and procedures to guide its staff
in complying with Part 1633, and are also required to maintain records sufficient to document
their compliance with Part 1633.

LANWT’s policy on representation in narcotics related evictions is contained in its Advocacy
Manual and is consistent with 45 CFR Part 1633. LANWT advised that all staff are provided
with a copy of the Advocacy Manual and it is also available on Sharepoint. Interviews with the
CEO and Interim Deputy Director indicated that LANWT does not defend persons charged with,
or convicted of, sale, distribution, manufacture, or possession with intent to distribute a
controlled substance who are being evicted by a public housing agency on the basis of such
illegal activity. As well, interviews were conducted with several staff to gauge their
understanding and awareness of Part 1633. The staff that were interviewed were aware of the
restriction and stated that they were not aware of LANWT’s defense of any person in a narcotics
related eviction.

None of the cases that were reviewed during the visit involved defense of any such eviction
proceeding.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that Part 1633 will also be included in its
comprehensive staff training.

Finding 26: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1637
(Representation of prisoners).

Recipients may not participate in any civil litigation on behalf of a person incarcerated in a
federal, state, or local prison, whether as plaintiff or defendant; nor may a recipient participate on
behalf of such incarcerated person in any administrative proceeding challenging the condition of
the incarceration. See 45 CFR § 1637.3. Recipients are required to adopt written policies and
procedures to guide its staff in complying with Part 1637, and are also required to maintain
records sufficient to document their compliance with Part 1637.

LANWT’s policy on representation of incarcerated persons is contained in its Advocacy Manual
and is consistent with 45 CFR Part 1637. All staff are provided with a copy of the Advocacy
Manual and it is also available on Sharepoint. Interviews with the CEO and Interim Deputy
Director indicated that LANWT does not provide representation to incarcerated persons. As
well, interviews were conducted with several staff to gauge their understanding and awareness of
Part 1637. The staff that were interviewed were aware of the restriction and stated that they were
not aware of LANWT’s involvement in any civil litigation on behalf of a prisoner.
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None of the cases that were reviewed during the visit involved participation in civil litigation, or
administrative proceedings, on behalf of an incarcerated person.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that Part 1637 will also be included in its
comprehensive staff training.

Finding 27: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1638
(Restriction on solicitation).

Recipients and their employees are prohibited from representing, or referring to other recipients,
individuals as a result of a face-to-face encounter, or personal encounter via other means of
communication such as a personal letter or telephone call, in which the recipient or its employee
advised the individual to obtain counsel or take legal action, where the individual did not seek
the advice and with whom the recipient has no attorney-client relationship. See 45 CFR §§
1638.2 and 1638.3. Recipients are required to adopt written policies to implement the
requirements of Part 1638. See 45 CFR § 1638.5.

LANWT’s solicitation policy is contained in its Advocacy Manual and is consistent with 45 CFR
Part 1638. All staff are provided with a copy of the Advocacy Manual and it is also available on
Sharepoint. Interviews with the CEO and Interim Deputy Director indicated that LANWT does
not engage in solicitation. As well, interviews were conducted with several staff to gauge their
understanding and awareness of 45 CFR Part 1638. The staff that were interviewed were aware
of the restriction and stated that they were not aware of solicitation by LANWT or its employees.

None of the cases that were reviewed during the visit indicated LANWT’s involvement in such
activity.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that Part 1638 will also be included in its
comprehensive staff training.
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Finding 28: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1639
(Welfare Reform).

Except as otherwise provided, recipients may not initiate legal representation, or participate in
any other way in litigation, lobbying or rulemaking involving an effort to reform a federal or
state welfare system. See 45 CFR § 1639.3. Recipients are required to adopt written policies
and procedures to guide its staff in complying with Part 1639. See 45 CFR § 1639.6.

LANWT’s policy on welfare reform is contained in its Advocacy Manual and is consistent with
45 CFR Part 1639. All staff are provided with a copy of the Advocacy Manual and it is also
available on Sharepoint. Interviews with the CEO and Interim Deputy Director indicated that
LANWT does not provide legal assistance, or engage in any other type of activity related to
welfare reform. As well, interviews were conducted with several staff to gauge their
understanding and awareness of Part 1639. The staff that were interviewed were aware of the
restriction and stated that they were not aware of LANWT’s involvement in any activity related
to welfare reform.

None of the cases that were reviewed during the visit indicated LANWT’s involvement in such
activity.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that Part 1639 will also be included in its
comprehensive staff training.

Finding 29: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced substantial compliance with the requirements of 45 CFR
Part 1643 (Restriction on assisted suicide, euthanasia, and mercy killing)

No LSC funds may be used to compel any person, institution or governmental entity to provide
or fund any item, benefit, program, or service for the purpose of causing the suicide, euthanasia,
or mercy killing of any individual. Nor may LSC funds be used to bring suit to assert, or
advocate, a legal right to suicide, euthanasia, or mercy killing, or advocate, or any other form of
legal assistance for such purpose. See 45 CFR § 1643.3. Recipients are required to adopt written
policies to guide its staff in complying with Part 1643. See 45 CFR § 1643.5.

LANWT’s 45 CFR Part 1643 policy is contained in its Advocacy Manual. The policy simply
states that LANWT cannot provide legal assistance related to a client’s attempt to obtain an
assisted suicide or euthanasia. The policy falls short of the prohibitions stated in 45 CFR §§
1643.3(a) and (b).
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Interviews with the CEO and Interim Deputy Director indicated that LANWT does not provide
legal assistance, or engage in any other type of activity related to assisted suicide, euthanasia or
mercy killing. As well, interviews were conducted with several staff to gauge their
understanding and awareness of Part 1643. The staff that were interviewed were aware of the
restriction and stated that they were not aware of LANWT’s involvement in any activity related
to assisted suicide, euthanasia, and mercy killing.

None of the cases that were reviewed during the visit indicated LANWT’s involvement in such
activity.

Based on the foregoing, LANWT was required to revise its policy consistent with 45 CFR §§
1643.3(a) and (b).

In its response to the DR, LANWT stated that it has revised its policy to include the prohibitions
stated in 45 CFR §§ 1643.3(a) and (b). LANWT included a copy of the revised policy with its
comments to the DR. In addition, LANWT stated that Part 1643 will also be included in its
comprehensive staff training.

Based on LANWT’s comments and a review of the revised policy, Required Corrective Action
No. 18 is closed.

Finding 30: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of LSC statutory
prohibitions against abortion related legal assistance (LSC Act, § 1007(a)(8); 42 USC §
29961(b)(8)), school desegregation litigation (LSC Act, § 1007(a)(9); 42 USC § 29961(b)(9)),
and Military Selective Service Act or desertion related legal assistance (LSC Act, §
1007(a)(10); 42 USC § 2996£(b)(10)).

Section 1007(b) (8) of the LSC Act prohibits the use of LSC funds to provide legal assistance
with respect to any proceeding or litigation which seeks to procure a non-therapeutic abortion or
to compel any individual or institution to perform an abortion, or assist in the performance of an
abortion, or provide facilities for the performance of an abortion, contrary to the religious beliefs
or moral convictions of such individual or institution. Additionally, Public Law 104-134,
Section 504 provides that none of the funds appropriated to LSC may be used to provide
financial assistance to any person or entity that participates in any litigation with respect to
abortion.

Section 1007(b) (9) of the LSC Act prohibits the use of LSC funds to provide legal assistance
with respect to any proceeding or litigation relating to the desegregation of any elementary or
secondary school or school system, except that nothing in this paragraph shall prohibit the
provision of legal advice to an eligible client with respect to such client’s legal rights and
responsibilities.
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Section 1007(b) (10) of the LSC Act prohibits the use of LSC funds to provide legal assistance
with respect to any proceeding or litigation arising out of a violation of the Military Selective
Service Act or of desertion from the Armed Forces of the United States, except that legal
assistance may be provided to an eligible client in a civil action in which such client alleges that
he was improperly classified prior to July 1, 1973, under the Military Selective Service Act or
prior law.

LSC’s restrictions on abortion related legal assistance, school desegregation, and Military
Selective Service Act cases are addressed in LANWT’s Advocacy Manual in a manner
consistent with the LSC Act. Interviews with the CEO and Interim Deputy Director indicated
that LANWT is not involved in any such activity. Staff interviews indicated their familiarity
with the statutory restrictions. The interviews disclosed that staff are trained on statutory
prohibitions when hired and are provided copies of relevant policies. In addition, program
policies are available on SharePoint. Updates to policies are distributed by senior management
to local office Managing Attorneys who are responsible for distributing the information to staff.

All of the cases that were reviewed during the visit demonstrated LANWT’s compliance with the
above LSC statutory prohibitions. Interviews with the CEO and Interim Deputy Director
indicated that LANWT does not provide legal assistance, or engage in any other type of activity
related to school desegregation, Military Selective Service Act, or abortion. As well, interviews
were conducted with several staff to gauge their understanding and awareness of the LSC
statutory prohibitions. The staff that were interviewed were aware of the statutory prohibitions
and stated that they were not aware of LANWT’s involvement in any school desegregation,
Military Selective Service Act, or abortion related representation.

Based on the foregoing, there are no recommendations or required corrective actions relative to
this Finding.

In its response to the DR, LANWT stated that LSC’s statutory prohibitions will also be included
in its comprehensive staff training.

Finding 31: LANWT is in substantial compliance with the LSC Accounting Guide as it
maintains adequate supporting documentation of payments and corresponding reviews and
approvals. However, deficiencies in its internal controls, governing body oversight, and
Accounting Manual were noted.

In accepting LSC funds, recipients agree to administer these funds in accordance with
requirements of the LSC Act, applicable appropriations acts and any other applicable law,
regulations, rules, policies, guidelines, instructions, and other directives of LSC, including, but
not limited to, the LSC Accounting Guide, the LSC Audit Guide for Recipients and Auditors (the
“Audit Guide”), the CSR Handbook, the PAMM, and any amendments to the

foregoing. Applicants agree to comply with both substantive and procedural requirements,
including recordkeeping and reporting requirements.
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These materials set forth financial accounting and reporting standards for recipients of LSC
funds, and describe the accounting policies, records, and internal control procedures to be
maintained by recipients to ensure the integrity of accounting, reporting and financial systems.
They provide guidance on all aspects of recipient fiscal operations and the LSC Accounting
Guide, Appendix VII contains a significantly revised accounting procedures and internal control
checklist which provides guidance to programs on how accounting procedures and internal
control can be strengthened and improved with the goal of eliminating, or at least reducing as
much as reasonably possible, opportunities for fraudulent activities to occur.

The LSC Accounting Guide provides that in establishing an adequate internal control structure,
the following items must be considered: competent personnel; clearly defined duties and
responsibilities; segregation of duties; establishing independent checks and proofs; and
development of an Accounting Manual. See LSC Accounting Guide, Appendix VII —
Accounting Procedures and Segregation of Financial Duties Worksheet and LSC Program Letter
10-2 (July 1, 2010) “Embezzlement, Fraud, and the Critical Importance of Effective Internal
Control.”

The LSC Fundamental Criteria is a listing of the elements of an adequate accounting and
financial reporting system. Compliance with the Fundamental Criteria can assist recipient
boards with their fiduciary and stewardship obligations and may reduce the possibility of serious
ethical, financial and compliance breaches. Good internal controls can improve the effectiveness
of the recipient’s operations, the reliability of grantee financial information, compliance with
laws and regulations and the safeguarding of assets.

An LSC recipient, under the direction of its governing body, is required to establish and maintain
adequate accounting records and internal control procedures. Internal control is defined as a
process put in place, managed and maintained by the recipient’s governing body and
management which is designed to provide reasonable assurance of achieving the following
objectives: (1) safeguarding of assets against unauthorized use or disposition; (2) reliability of
financial information and reporting; and (3) compliance with regulations and laws that have a
direct and material effect on the program. See LSC Accounting Guide, Chapter 3.

Accounting/Fiscal Policies and Procedures

Recipients are required to establish and maintain adequate accounting records and fiscal control
procedures. Each recipient's governing body has a fiduciary responsibility to the program and is
responsible for reviewing and approving accounting and control policies and makes
recommendations for changes and improvements. LSC promulgates regulations that govern
recipients' use of Corporation funds. These regulations appear in 45 CFR § 1600 et seq. As a
condition on their grants, recipients are required to adopt accounting policies and procedures that
meet the requirements of these regulations, and to modify those policies and procedures as
necessary when any of the regulations are amended or new regulations are issued.

In 2009, LSC’s Office of Inspector General (“OIG”) reported that LANWT’s Accounting

Manual was not complete or currently updated. See Report on Selected Internal Controls —
Legal Aid of Northwest Texas RNO 744050, OIG Report No. AU09-06 (August 2009)
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(“Report™). The Report acknowledged that the Accounting Manual contained many of the
required sections such as cash receipts, petty cash, purchasing, training/travel, payroll, property,
cost allocation, and check policies, but lacked policies or sections dealing with items such as
internal management reports, budgeting, or contracting for services. Otherwise, the Report
found that the Accounting Manual appeared to be a collection of policies and procedures that had
been in place at the predecessor grantee.

LANWT has developed an Accounting Manual that is divided into two (2) volumes — Volume 1,
“Accounting Manual for Central Administration,” and Volume 2, “Accounting Manual for
Branch Offices.” The Accounting Manual for Central Administration includes polices and/or
procedures covering General Ledger, internal control, audit, financial reporting to the Board,
cash receipts, contract services, grant reports, processing accounts payable, training expense
reports, mail, fringe calculations, purchasing, and non-case related volunteer reports. The
Accounting Manual for Branch Offices was most recently revised June 14, 2012 and includes
polices and/or procedures covering impress accounts, petty cash, trust accounts, check policy,
purchasing, repairs, contract services, postage, training and travel, credit cards, payroll, property,
and donated services. In addition, LANWT also maintains its Employee Administrative Manual
which includes, in part, LANWT’s policies and/or procedures for payroll, information
technology, timekeeping and time records, outside practice of law, receipt and recording of
contributions, a Part 1640 notice, and a records retention and destruction policy.” Although
OCE noted several revisions that were responsive to the OIG Report, there are several significant
areas that require attention.”’

Review of LANWT’s fiscal related policies and procedures revealed instances where the policies
were not up to date, or failed to address several critical areas. For example, although the
Advocacy Manual addressed timekeeping by attorneys and paralegals, there was no policy
applicable to other staff. The LSC Accounting Guide, Fundamental Criteria, Sections 3-5.5(a)
and 3-5.5(b), and Appendix VII B10, B12, B15, B16, and B18 indicate the necessity for
attendance or time records maintained by all employees as an internal control and a hedge
against risks. Similarly, as noted infra, the Accounting Manual for Central Administration
contained an undated section that addressed independent consulting contracts/agreements.”> Nor
did the accounting manuals address newly instituted electronic banking procedures. OCE also
noted that while LANWT had a cash receipts policy and cash receipts processing is addressed in
the Accounting Manual for Central Administration, there was no policy regarding the treatment
of derivative income and the requirements of 45 CFR § 1630.12 were not defined. Likewise,
while the policy segregated agreements according to those that are client-related and those that
are program-related, it made no reference to the restriction of payments by funding source, or the

% The CFO advised that LANWT’s policies are made available to its employees on SharePoint.

! It was noted that the manuals included revisions and additions, including a section entitled “Internal Management
Reporting and Budgeting”, adopted August 19, 2009, and a section on independent consulting contracts/agreements,
both of which appear to be in response to the OIG Report.

52 The policy preface indicates its purpose is to ensure compliance with OMB Circular A-122 Appendix B. 35(b).
However, paragraph 35 relates to “Plant and Homeland Security Costs.” This is presumably an error and should
instead reference paragraph 37(b) relating to professional services.
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need to comply with LSC Regulations, i.e., 45 CFR §§ 1627.3 or 1630.3, in the event LSC funds
are used. Nor is the policy listed in the index and bears no indication of Board approval.>

Accounting Department Staff

LANWT’s accounting function is headed by its CFO who maintains overall fiscal and
accounting responsibilities. LANWT’s fiscal department also consists of its Accounting
Manager, Accounting Assistant (grants), Accounting Assistant (purchasing), Accounting
Assistant (payables and reporting), and Payroll Clerk. Through interview with LANWT’s CEO
and CFO it was determined that LANWT’s Accounting function has been in transition during the
review period. LANWT’s longstanding CFO was promoted to Deputy Director in 2011 and a
new CFO was hired. In the summer of 2012, the Deputy Director and CEO both left LANWT
and, in December 2012, the CFO hired in 2011 also resigned. The current CFO was hired by
LANWT effective January 2013. He advised that he previously worked for a legal services
program for approximately 25 years between 1980 through 2005 and recently worked for the
City of Dallas.

Board Oversight

The LSC Accounting Guide defines a governing body’s fiduciary responsibility to the program
including the establishment of a Finance Committees which should, at a minimum (subject to
any requirements of state law): review and revise budgets and make recommendations to the full
board of directors; review monthly financial management reports with the CFO, controller,
and/or CPA; review accounting and control policies; review the audited financial statements,
management letter, and senior staff’s response with staff and auditor; regularly review and make
recommendations about investment policies; coordinate board training on financial matters; and
act as liaison between the full board and staff on fiscal matters.

The LSC Accounting Guide also recommends that a program have an Audit Committee whose
role (subject to any requirements of state law) includes: hiring the auditor; setting the
compensation of the auditor; overseeing the auditor’s activities; setting rules and processes for
complaints concerning accounting practices and internal control practices; reviewing the annual
IRS Form 990 for completeness, accuracy, and on-time filing and providing assurances of
compliance to the full board; and ensuring the recipient’s operations are conducted and managed
in a manner that emphasizes ethical and honest behavior, compliance with applicable laws,

% Nor do the LANWT accounting manuals reflect a policy for allocation of indirect costs to grants or contracts.
Where a recipient has only one major function, i.e., the delivery of legal services to low-income clients, allocation of
indirect costs may be by a simplified allocation method, whereby total allowable indirect costs (net of applicable
credits) are divided by an equitable distribution base and distributed to individual grant awards accordingly. The
distribution base may be total direct costs, direct salaries and wages, attorney hours, numbers of cases, numbers of
employees, or another base which results in an equitable distribution of indirect costs among funding sources. See
45 CFR § 1630.3. However, LANWT has utilized a system for accounting for PAI related costs which generally
complies with the requirements of 45 CFR § 1614.3(e). For purposes of this review, the Director of Finance
provided a written synopsis of the process used to attribute indirect costs to PAI which has been utilized during the
review period. A full description of the policies and processes used to allocate indirect costs should be established
in the LANWT Accounting Manual(s).
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regulations and policies, effective management of the recipient’s resources and risks, and
accountability of persons within the organization.

While it is recognized that some boards due to their small size and other considerations will
decide not to have a separate audit committee, nevertheless it is generally considered a best
practice for governing bodies to have both a finance committee and a separate audit committee.
The critical point is that all of the finance and audit committee duties listed above must be
performed by a financial oversight committee(s). It is also critical, and considered a best
practice, that the financial oversight committee(s) have at least one (1) member who is a
financial expert or for the board to have access to a financial expert.”

LANWT’s maintains a Budget and Audit Committee. It recently installed a new Treasurer in
January 2013. The Treasurer also serves as the chair of the Budget and Audit Committee. Based
on a limited review of LANWT’s policies and through on-site interview with its CEO and the
Treasurer, it was determined that this committee performs the vast majority of the
responsibilities of a financial oversight committee, as described in the LSC Accounting Guide,
Section 1-7, Responsibilities of the Financial Oversight Committee. The CEO advised that the
Board is very active and members receive fiscal reports, including cash flow statements, one (1)
to two (2) weeks in advance of a Board meeting. However, there were areas of concern relative
to the Board’s oversight function.

Interviews with the Treasurer and the CEO revealed that there had been a lack of effective
communication between the LANWT management and its governing body. Previous
management hired a CFO without the knowledge or input from members of the Budget and
Audit Committee. Similarly, it was revealed that the Board and its Budget and Audit Committee
have not reviewed the fiscal guidelines as detailed in the LSC Accounting Guide since its
revision in 2010. Also, the CEO and the Treasurer advised that the Budget and Audit Committee
has not been responsible for reviewing the annual IRS Form 990 for completeness, accuracy, and
on-time filing and providing assurances of compliance to the full Board. Additionally, the
Treasurer and CEO advised that there is not currently a member of the Board or its oversight
committee that possesses financial expertise, although the Treasurer advised that he does have an
undergraduate business degree. \

However, at the time of the visit, LANWT was under new management, which has proposed
changes to LANWT’s by-laws. The changes are designed to ensure the role of the Budget and
Audit Committee in the hiring of future CFOs, delineate the responsibilities of the Budget and
Audit Committee, and establish lines of responsibility and communication between management
and the Board of Directors. In addition, the CEO advised that he will ensure that the fiscal
oversight committee includes review of IRS Form 990 as one of its responsibilities and that
someone with financial expertise is brought in to the fiscal oversight committee.

A financial expert has an understanding of Generally Accepted Accounting Principles (“GAAP”) and financial
statements, the capacity to apply GAAP in connection with preparing and auditing financial statements, familiarity
with developing and implementing internal financial controls and procedures, and the capacity to understand the
implications of different interpretations of accounting rules.
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Segregation of Duties

Accounting duties should be segregated to ensure that no individual simultaneously has both the
physical control and the record keeping responsibility for any asset, including, but not limited to,
cash client deposits, supplies and property. Duties must be segregated so that no one individual
can initiate, execute, and record a transaction without a second independent individual being
involved in the process.” See LSC Accounting Guide, § 3-4.3.

The Segregation of Financial Duties Worksheet (a matrix of internal controls) that was
completed by LANWT’s CFO disclosed that LANWT has taken measures to achieve a proper
segregation of duties. An analysis of the responses provided by LANWT during the on-site visit
to the LSC Segregation of Financial Duties Worksheet (“SFDW?”), interviews with LANWT’s
fiscal staff, and a limited review of LANWT’s policies and procedures indicate sufficient staffing
assignments and management oversight to provide adequate segregation of fiscal duties and
responsibilities. Duties are divided between physical control and the recordkeeping
responsibility so that no one individual can independently initiate, execute, and record a financial
transaction.

LANWT utilizes the position of Director of Human Resources to establish segregation of duties
within the personnel/payroll functions. Upon hire, the Director of Human Resources is
responsible for obtaining required employment documents, i.e., IRS Forms W-4, Employment
Eligibility Form I-9, etc., and LANWT employment documents, i.e., employment application,
resume, direct deposit authorization, etc., and providing and obtaining acknowledgement of
LANWT policies, i.e., collective bargaining agreement, LANWT Advocacy Manual, etc..
Employees are required to acknowledge in writing the receipt of such items and agree to access
the SharePoint for additional policies and procedures.

All payroll changes from hire, probation, promotion, pay change to termination in its various
forms must be submitted by management on a standard “Payroll Change Form,” and approved
by the Director of Human Resources prior to being routed to accounting. In the case of
terminations (voluntary, retirement or otherwise), a Termination Checklist is required to ensure
all legal, financial, and labor law requirements are met.

A review of the personnel files of a random selection of six (6) employees found no deviations in
the required documentation and approvals.

Travel Reimbursement

LANWT maintains a travel policy which was most recently revised effective April 23, 2012.
Employees may request travel advances when completing the Request for Travel form for any
out of town travel expenses, as described in the LANWT’s travel policy. The policy states, in
part, that request must be signed by the employee and approve by their supervisor. If an advance
is requested, the employee is sent a check from the Accounting Department and no advances
may be issued for less than $25.00. The employee must submit a “Travel Expense Claim” form
with all original receipts related to the travel to their supervisor. In the case of a Managing
Attorney and CEO, the Deputy Director must sign the form. The Travel Expense Claim form
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must be filled out even if the employee is not owed any money. The claim form must be
submitted to the Accounting Department within 30 days after the completion of the trip. If the
employee owes LANWT money, a personal check must be attached to the Travel Expense Claim
form.

A sample was conducted of travel reimbursements for the CEO and six (6) staff attorneys during
the review period. It was determined that, while in most cases the travel reimbursement
followed LANWT’s travel policy, there were some noted exceptions. For example, OCE noted
that the Travel Expense Claim form for travel by LANWT’s CEO in October of 2010 had not
been approved by the Deputy Director, as required under LANWT’s travel policy. This also
revealed an internal control weakness in that proper internal controls require a segregation of
duties. See LSC Accounting Guide, Chapter 3, §§ 3-4(3) and 3-4(4). The DR advised LANWT
that the CEQ’s travel expense reports should be approved by the CEO’s supervisor which, in this
case, would be LANWT’s Board of Directors. Reviews/approvals can be conducted after
payments are made in order to ensure timely reimbursement.

Another noted exception involved a travel reimbursement for a staff attorney who attended the
2011 Poverty Law Conference in April of 2011. This attorney received a travel advance dated
March 24, 2011 for $582.00. The Travel Expense Claim Form was submitted June 8, 2011 and
showed a zero (0) balance due to the traveler. However, the Accounting Department
subsequently determined that the traveler had miscalculated the travel advance and owed
LANWT $66.00. The traveler repaid LANWT with a check dated November 18, 2011. The
Accountant disclosed that the travel advance for this trip was not allocated to a specific fund
source until after the trip and in December of 2011 was allocated to a non-LSC funding source.
Even though this was subsequently not an LSC funded expense, the delay in reimbursement to
LANWT by the traveler points to the need for stronger internal control for this area.

Records Retention

LANWT has a written Records Retention and Records Destruction Policy for its business and
accounting records which is maintained in LANWT’s Employee Administrative Manual.
However, the records retention requirements have not been updated since the revision of the LSC
Accounting Guide in 2010. Moreover, in some instances LANWT’s retention requirements did
not conform to the LSC minimum guidelines. The CFO advised that the Administrative Manual
was scheduled for revision in the summer of 2013.

A comparison was conducted of LANWT’s record retention requirements to the LSC guidelines
as contained in the LSC Accounting Guide, Appendix II, Description of Accounting Records —
Retention Times for Nonprofit Records. Based on this review, it was determined that LANWT’s
policy did not conform to the LSC minimum retention guidelines for four (4) types of accounting
records. Specifically, LSC recommends that billings for services, employee travel and expense
reports, expense bills (source documents), and petty cash records be retained for seven (7) years
while LANWT’s policy states that these records be retained for four (4) years. Also, the LSC
Accounting Guide recommends that records related to timecards and daily reports (after
termination) be retained for four (4) years; union agreements, four (4) years; employment
applications, two (2) years; and legal correspondence, permanent. However, LANWT’s
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Document Destruction Policy did not include retention requirements for any of these types of
records.

The DR required LANWT to revise its Records Retention and Records Destruction Policy for its
business and accounting records to ensure that the specified retention requirements meet at least

the LSC’s current minimum guidelines as contained in the LSC Accounting Guide, Appendix II,
Description of Accounting Records — Retention Times for Nonprofit Records. The CFO and the
Director of Human Resources advised that the necessary revisions would be made to ensure that
LANWT’s Records Retention and Records Destruction Policy conforms to LSC guidelines.

Credit Cards

LANWT maintains a corporate American Express card. The Deputy Director is the sole
authorized user, as detailed in LANWT’s Credit Card Policy which is included as in the
Accounting Manual for Branch Offices, Section 10. The policy states, in part, that the company
credit card is mainly used to book hotel and airlines reservations for employees for company
travel, but at times it may be necessary to charge other items such as office supplies to the card.
The policy further states that payment will be made monthly to avoid finance charges. All
supporting documents must be attached to the credit card statement and all documentation and
approvals must be sought before payment is made.

An on-site review was conducted of 25 credit card transactions during the review period which
included 15 targeted credit card statements and 10 random transactions. This testing of the credit
card statements revealed that LANWT maintains receipts associated with all charges and the
supporting documentation adequately identifies the purpose of the expenditure. For each of the
statements reviewed, all transactions on the statement were assigned a number which
corresponded to the supporting receipts and any other correspondence for that item. The
supporting documentation was then attached to the statement and maintained in chronological
order. Additionally, the accounting staff had notated the applicable branch and funding code on
the statement for each charge. The review of the statements revealed that LANWT had paid the
balance timely and in full each month and incurred no associated finance charges. Based on this
review, it was evident that LANWT has established effective internal controls in support of its
credit card account.

Potentially Disallowed Costs

The testing revealed three (3) transactions which required additional follow-up review. First,
LANWT used $18,653.00 in LSC funds to purchase 27 computer scanners for its various offices
over the course of 2012. Specifically, LANWT purchased three (3) scanners in March totaling
$1,950.00, 14 in April totaling $9,763.00, three (3) in May totaling $2,100.00, one (1) in July
totaling $718.00, five (5) in November totaling $3,500.00, and one (1) in December totaling
$622.00. LANWT advised that it was not attempting to circumvent the requirements of LSC’s
Property Acquisition and Management Manual (“PAMM?”) or 45 CFR § 1630.5(b)(2).
LANWT’s Accounting Manager and CFO researched these transactions and determined that
LANWT originally bought a limited amount of scanners to see how well they would work for
LANWT and then they bought more over time so as to have a staggered installation schedule.
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Similarly, a review of the depreciation schedule as of December 31, 2012 indicated the purchase
of a Tandberg Content Server on January 29, 2010 at a cost of $19,995.00. Further inquiries
showed that the purchase was paid for with LSC funds, even though LANWT failed to seek or
obtain prior LSC approval for the acquisition as required by LSC regulations. Absent such
approval, the costs described above are subject to disallowance. In its comments to the DR,
LAWNT was asked to provide OCE with information showing that had LANWT sought LSC’s
prior approval in accordance with the PAMM and 45 CFR Part 1630, approval would have been
granted, and that the cost is otherwise reasonable and allowable.

The second transaction involved the purchase of clocks which were presented as retirement gifts
for long-time employees who were leaving LANWT. The clocks cost $150.00 each plus
engraving. For example, on March 24, 2012, five (5) clocks were purchased for a total of
$874.00. As LSC was still evaluating the allowability of this expenditure at the time the DR was
released, LAWNT was directed to provide any additional information relating to these costs, and
their allowability, with its comments to the DR.

The third transaction involves the transfer of TIG funds to TLSC as discussed in Finding 18.

Client Trust Accounts

With regard to client trust accounts, the LSC Accounting Guide requires policies and procedures
for controlling client trust transactions including receipts, disbursements, and reconciliation.
Also, accounting records should be maintained to account for individual balances for each client.

Assessment of LANWT’s policies and procedures regarding client trust funds indicate that they
meet the LSC requirements. The Accounting Manual for Branch Offices clearly describes the
specific controls to be maintained over client trust funds including adequate supporting
documentation necessary for client trust fund receipts and disbursement. Further, LANWT has
established methods to determine the client trust account balances.

Only five (5) of the branch offices maintain client trust accounts — Abilene, Amarillo, Dallas, Ft.
Worth, and McKinney. Each of these offices prepares quarterly reports detailing the individual
balance for each client and sends them to the administrative accounting office in Ft. Worth. On a
monthly basis reconciliations are performed by the administrative secretary in each of the branch
offices, and said reconciliations are approved before sending them to the administrative
accounting office. The accountant in Fort Worth reconciles the five (5) client trust account
balances with the applicable bank accounts and transaction documents and adjusts the general
ledger accounts accordingly.

Property controls

A recipient’s property management systems and control procedures should be designed to
provide reasonable assurance that assets are not vulnerable to theft, loss, and misuse. All
equipment costs should be appropriately recorded in the recipient’s financial management
system and subsequently in its financial statements. The property management process should
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be administered in a way that maintains the integrity of the financial management systems,
where every asset acquired is properly received and recorded. Any weakness in this area may
result in the inability to fully account for fixed asset purchases and to properly support
depreciation amounts and property asset balances. LSC accounting guidelines regarding
property state that property should be recorded in a property subsidiary record that includes
several specified details of the property items, i.e., description, date acquired, estimated life, and
that this record must agree with the general ledger property accounts. See LSC Accounting
Guide, Chapter 3, Section 3-5.4(c), Cash Disbursements — Recordkeeping: Property Record.

A review of LANWT’s accounting for property evidenced that its records and practices meet
most of the above stated requirements. LANWT records its property purchases in subsidiary
accounting records that contain most of the necessary information. The records include a
description of the property, the date it was acquired, the original cost or fair market value (if
donated), and the depreciation method. The records did not, however, capture the book value of
the asset, or the estimated life of the asset. At the time of the review, the book value was not
stated and could only be determined by subtracting the current accumulated depreciation from
the acquired value. However, it is important to note that the review of the subsidiary property
records balance as of December 31, 2012 was in agreement with the balance of the general
ledger property accounts.

LANWT’s Property Acquisition and Management Policies and Procedures Manual, which is part
of its Accounting Manual for Branch offices, was reviewed. While it is fairly elaborate it is very
limited in its application for property control issues since, as the title implies, it is really geared
towards property acquisition and the management thereof. In part, it requires that LANWT
conduct a physical property inventory at least every two (2) years and that the Managing
Attorney is to review and sign the inventory form.

LANWT conducted its last physical property inventory in 2011. In discussions with the
Accountant, it became apparent that the now departed former CFO almost single-handedly
conducted the last physical inventory spanning from early May until November of 2011. The
inventory papers for the branch offices where the property inventory was conducted could not,
however, be located.

Under “annual inventory,” LANWT’s property policy states that the Managing Attorney is to
review and sign the property inventory form or computer printout and that the results from the
property inventory will be submitted by accounting to the CEO.

The Accountant disclosed that he was unfamiliar with this policy and that he did not think that
the 2011 physical property inventory had been signed by the Managing Attorney, nor had it been
submitted to the CEO. This represents not only a departure from internal policy but is also an
internal control deficiency.

Cash Receipts

Regarding cash receipts, the LSC Accounting Guide requires written accounting policies and
procedures that describe the accounting system and assure that similar transactions are processed
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consistently; that supporting documentation be saved with the receipts/deposits information;
requirements for restrictive endorsements; and prompt deposit whether in person or electronic.
See LSC Accounting Guide, Appendix VII, Section H1 — H16.

An examination of LANWT’s cash receipts policy, contained within the Accounting Manual for
Central Administration, indicated that there are not only adequate controls in place, but they are
further strengthened by the fact that LANWT does not accept any cash. Lastly, cash receipts
reports for the duration of the review period of January 1, 2010 through January 31, 2013 were
examined and then compared to the segregation of financial duties worksheet. The comparison
revealed no internal control deficiencies within the cash receipts.

Petty Cash

LSC accounting guidelines regarding petty cash discuss the need for a board-approved policy,
accounting procedures that include restrictions on petty cash disbursements and reimbursements,
properly approved supporting documentation, maintenance on an impress basis, and limited
access and physical control over petty cash. Also, cash receipts should not be commingled with
the petty cash fund; reconciliation of the petty cash bank account should be done by an employee
independent of the petty cash custodian; and periodic surprise count and be part of the annual
audit.

A limited review of LANWT’s petty cash policy, contained within the Accounting Manual for
Branch Offices, indicated that there are strong controls in place for the management of petty
cash. Petty cash funds are used in the administrative offices in Fort Worth as well as 10 of the
branch offices. The size of the petty cash fund depends on the size of the branch office and
ranges from a minimum of $25.00 to a maximum of $100.00 for the largest offices (Midland).
Lastly, petty cash reconciliations at the end of December 2012 were reviewed and compared to
the segregation of financial duties worksheet. The comparison revealed no internal control
deficiencies with regard to petty cash.

Bank reconciliations

LANWT’s accounting manual contains a bank reconciliation policy. However, OCE’s review of
a sampling of bank reconciliations demonstrated that the policy is not consistently followed.

During the visit, OCE reviewed bank reconciliations for December 2010 and 2011, January 2011
and 2012, and August 2012 for several LANWT accounts. The review demonstrated that the
accounts are reconciled in a timely manner, with each reflecting the corresponding review and
approval. However, contrary to LANWT’s policy requiring that checks outstanding for more
than one (1) year be promptly voided, OCE found five (5) checks dating back to October 2011
which at the time of the account reconciliation had not been voided. See Frost Bank check nos.
30500, 30602, 31235, 31275, and 31293. Although each of the checks was eventually voided,
they remained outstanding for some 17 months.
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Electronic Banking

LANWT uses the “Positive Pay System,” which allows the CFO or the Accounting Manager to
electronically transmit a list of checks issued by listing the check date, number, payees, and
amount. Checks containing all such information are cleared by LAWNT’s bank. Checks lacking
any such information generate an exception notice to the CFO. The system provides improved
security and timeliness in the cash receipts (electronic deposits) and cash disbursement (positive
pay) process. However, this process is not addressed in LANWT’s accounting manuals.

Based on the foregoing discussion, LANWT was required to:

1. Review and update its accounting manuals and related fiscal policies and
submit same for OCE review. Such review and update should focus on the
areas discussed in this Finding, but should also be guided by the LSC
Accounting Guide, Appendix VII, Accounting Procedures & Internal Control
Checklist;>

2. Provide sufficient information to show that the costs of the computer scanners
and content server would have met the requirements of the PAMM,
particularly Section 3, had LANWT sought approval,

3. Develop a plan of action to ensure that its “annual inventory” is conducted in
a manner consistent with its property policy;

4. Develop a plan of action to ensure compliance with its policy regarding
checks outstanding for more than one (1) year;

5. Develop a plan for improving governing body fiscal oversight and submit
same for OCE review; and

6. Revise its Records Retention and Records Destruction policy for its business
and accounting records to ensure that the specified retention requirements
meet LSC’s current minimum guidelines as contained in the LSC Accounting
Guide, Appendix II, Description of Accounting Records — Retention Times
for Nonprofit Records and submit same for OCE review.

In its response to the DR, LANWT stated that it is committed to maintaining proper
financial procedures and controls in all fiscal matters. LANWT stated that its CFO and
Director of Administration are in the process of reviewing all aspects of its fiscal policies,
procedures, and controls.

LANWT stated that, prior to the release of the DR, LANWT senior management
participated in an Executive Director Orientation webinar provided by OCE. A part of
the discussion focused on LANWT’s accounting manual. Despite other demands, the
CFO, who is relatively new, has made some revisions to the manual. LANWT stated that
revisions have been made relative to internal management reports, budgeting, electronic
banking, payroll and timekeeping, and travel.

> During the visit, the CFO advised that LANWT plans to revise several of its fiscal and administrative policies
during 2013. LANWT was encouraged to proceed with these revisions to ensure that the policies and procedures are
both current and conform to the guidelines as described in the LSC Accounting Guide.
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LANWT’s response to the DR included a description of the revisions that had been made
thus far. Regarding internal management reporting, the revisions call for timely closing
of the books and submission of the financial statements, including balance sheets and
statements of revenue and expenses, to the CFO. The CFO will review the reports for
accuracy, investigate the major variances and forward the report to the CEO with a
narrative summarizing the explanation for the major variances. The CEO will use the
reports to ensure that all program resources are used efficiently and effectively.
Thereafter, the CEO will forward the reports to the governing body. A monthly
statement of cash on hand will be prepared by LANWT’s accountant and submitted by
him/her directly to the governing body, the CEO, and the CFO not later than the fifteenth
of the next month.

In an effort to keep its governing body fully informed of information necessary to its
financial oversight responsibilities, LANWT stated that certain reports would be
distributed on a monthly basis, including statements of financial position, statements of
support, revenue and expenses and a narrative analysis of both such statements, and a
statement of cash on hand. Other reports, including the audit, the auditor’s management
letter, and a program-wide budget, will be provided to the governing body annually. As
for budgeting, the revisions describe LANWT’s process for developing its budget and the
process of tracking expenditures and revenues during the year. The revisions also include
step-by-step procedures for electronic banking transactions, LANWT’s revised
timekeeping policy for non-legal staff, and revision to LANWT’s travel policy.

Regarding the purchases of the scanners and the content server, LANWT stated that
beyond the materials provided to OCE during the visit, it had no additional
documentation to show that either of the purchases would have met the requirements of
the PAMM had LSC’s prior approval been sought. LANWT did reiterate that the
scanners were purchased as part of its decision to eliminate paper records and that no
individual purchase exceeded $10,000.00. It also stated that the server was proprietary in
nature and, as such, there was no opportunity to obtain three (3) bids. LANWT explained
further that its video conference equipment was Tandberg and that the server was
necessary to record conferences, depositions, and video presentations. LANWT stated
that the (then) CEO made the decision to purchase the equipment and that otherwise,
LANWT followed its normal procurement procedures. LANWT reiterated that all
available documentation was presented to OCE during the visit. LANWT acknowledged
that it should have obtained prior approval, but offered that the equipment was deemed
necessary at the time, the server that was purchased was the only suitable piece of
equipment and was available from only one vendor. Moreover, LANWT stated that it
has revised its procedures for procurements exceeding $10,000.00. The revised
procedure applies to all LSC-funded purchases in excess of $10,000.00. The procedure
applies to the purchase of individual items as well as aggregate purchases of multiple
items for the same project or program within a three (3) month period.

In light of the foregoing, and the fact that the individual cost of the scanners did not

exceed $10,000.00, no further action is required. As for the content server, the
information provided by LANWT is sufficient to demonstrate that the purchase would
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have met the requirements of the PAMM had it sought LSC’s prior approval. LANWT,
is, nonetheless, encouraged to adhere to its revised procedures and obtain prior approval
when appropriate. LANWT is reminded that, pursuant to 45 CFR § 1630.5(a), it may
consult LSC regarding costs.

As to the purchase of the clocks, LANWT responded that it is unable to provide any additional
information regarding the expenditure. In its comments to the DR, LANWT stated that current
management has no plans to purchase retirement gifts with LSC funds, unless it is certain that
the expenditure is an allowable expense.

Regarding LANWT’s annual inventory, LANWT responded that its CFO has
implemented a policy to modify its property subsidiary records to include the book value
of the asset and its estimated life. The annual inventory process has been ongoing as this
modification is being made, but LANWT stated that the change will be implemented to
cover 2013.

Similarly, LANWT stated it has already modified its property inventory form to
accommodate review and sign-off by the Managing Attorneys. The modified form
contains a signature line for the office Managing Attorney. LANWT also stated that its
accountant has been trained to implement the policy as written. LANWT stated that it
was in the process of taking inventory of all offices and its administrative staff is taking
measures to ensure that each of the Managing Attorney reviews the inventory taken of
their offices and signs the modified form.

LANWT responded that its policy concerning voiding checks that have been outstanding
for more than one (1) years is now strictly enforced. The staff responsible for check
reconciliation has been instructed to pay close attention to the age of outstanding checks.
Those that are more than a year old are promptly voided. The action of the staff is, in
turn, verified by the accounting manager and the CFO.

Regarding fiscal oversight, LANWT stated that its Budget and Audit Committee will
perform the functions of the financial oversight committee outlined in the LSC
Accounting Guide. Committee members will familiarize themselves with the guidelines
detailed in the LSC Accounting Guide, and the CFO will be available to members of the
committee to assist them in in understanding the requirements of the LSC Accounting
Guide. The duties of the Budget and Audit Committee will be defined and
communicated to the CEO and LANWT’s senior management team through the LANWT
by-laws and board resolutions. LANWT stated that it intends to actively attempt to
recruit to the committee board members with financial expertise, or those that have
strong backgrounds in financial management.

The CEO and CFO will encourage its governing body to ensure that the duties of the
Budget and Audit Committee include: review and revision of LANWT’s operating
budget; review; and revision of LANWT’s accounting and internal control policies and
procedures; review of monthly financial reports; review of the audited financial
statements, management letter, and LANWT’s response; consultation relative to

79



investment policies; coordination of board training on financial matters; and service as
liaison between LANWT and the full board on fiscal matters. Further, the committee will
assume the lead in the selection of LANWT’s independent public auditor, review of the
annual IRS Forms 990 and 5500.

LANWT stated that it has already taken steps to amend its by-laws in include
requirements that senior management positions and compensation be subject to board
review. In addition, LANWT stated that in June 2013, its board received training on the
basics of board financial oversight; more detailed information was provided to the Budget
and Audit Committee. LANWT stated that the Budget and Audit Committee, the CEO
and CFO meet regularly. The full board receives regular financial reports, including
overviews of revenues, expenditures, cash flow, and case activity.

Lastly, LANWT responded that it has revised its records retention and destruction policy.
LANWT provided a copy of the revisions which are consistent with the LSC Accounting
Guide.

Based on OCE’s review of LANWT’s response, Required Corrective Action Nos. 19, 20,
21,22, 23, and 24 are closed. However, not later than 90 days from the date of this Final
Report, LANWT is required to provide OCE with a copy of its revised accounting
manuals. Additionally, inasmuch as LANWT was unable to provide any additional
information demonstrating the allowability of the costs associated with the purchase of
the clocks, LSC remains unconvinced that the purchase of the clocks was an allowable
purchase using LSC funds. However, rather than initiate a questioned cost proceeding
pursuant to 45 CFR Part 1630 at this time, LSC directs LANWT to provide OCE with a
copy of the policies and procedures developed by LANWT to ensure that LSC funds are
expended consistent with 45 CFR Part 1630 and the PAMM.

Finding 32: Interviews and a limited review of TIG-related activities, practices, and

documents relating to TIG No. 04466 evidenced compliance with 2004 TIG grant assurance

Nos. 6 and 10 but non-compliance with 45 CFR Part 1627, Moreover, LANWT failed to
properly document costs and activities related to this TIG.

Recipients’ use of TIG funds is subject to applicable law, rules, regulations, policies, guidelines,
instructions, and other directives of the LSC, including, but not limited to, the LSC Audit Guide
for Recipients and Auditors, the Accounting Guide, applicable TIG Assurances, contract terms,
the PAMM, and with any amendments of the foregoing adopted before or during the period of

the TIG grant.

In 2004, LSC awarded LANWT two (2) TIGs - TIG No. 04466 in the amount of $52,037.00, and
TIG No. 04467 in the amount of $32,037.00. According to the December 8, 2004 grant award

letter, TIG No. 04466 was awarded for the purpose of continued funding for the statewide
website. The term of the grant was 24 months, beginning January 1, 2005. Payments were
made as follows:
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Requested Amount Due Date Payment Amount Payment Date

$ 2.037.00 Jan. 1, 2005 $ 2,037.00 Jan. 1, 2005
$20,000.00 June 1, 2005 $20.000.00 Apr. 23,2008
$10.000.00 Aug. 31,2008  $10,000.00 Apr. 20, 2009
$10,000.00 Aug. 31,2009  $10,000.00 Dec. 2, 2009
$10.000.00 Dec. 31,2009  $10,000.00 July 15,2010

A limited review of LANWT’s accounting records and interviews with its CFO revealed that
there are no unexpended funds remaining from TIG No. 04466. This agreed with LSC’s internal
records, which showed that TIG No. 04466 was fully paid with all checks having been made out
to LANWT. The final payment was disbursed on July 15, 2010, and the grant is now considered
closed. OCE performed an evaluation of LANWT’s management of TIG No. 04466 and its use
of TIG funds to assess compliance with the applicable TIG Grant Assurances.®

With regard to TIG No. 04466, OCE was able to conduct only a very limited review of available
accounting records for this TIG in the Ft. Worth office because LANWT was unable to provide
any written agreement between either it and Texas Legal Services Center ( “TLSC,”) or it and
Pro Bono Net. Similarly, LANWT was unable to provide project activity reports or a working
budget for the TIG. Moreover, the persons who worked on TIG No. 04466, either at LANWT or
TLSC, are no longer employed by either organization. No separate fund accounting for TIG
04466 was established, and only copies of the four (4) LSC checks LANWT received as full
payment of the grant award of $50,000 existed.

Nonetheless, The TIG Final Report indicates that an initial payment of $2,037.00 was withheld
by LSC to cover the cost of sending one individual to the LSC sponsored 2004 TIG conference.
The TIG Final Report further indicates that LANWT paid $44,000.00 for the salary and benefits
of the content coordinator and the remaining $6,000.00 was charged to LANWT administrative
expenses. The TIG Standard Application indicates that LANWT contracted with TLSC for the
services of the content coordinator. Otherwise, as previously noted, no information could be
obtained explaining how the money was transferred from LANWT to TLSC.

Similarly, as also discussed in Finding 18, at the time of the visit, LANWT was unable to
provide any written agreement between either it and TLSC, or it and Pro Bono Net. Similarly,
LANWT was unable to provide project activity reports or a working budget for the TIG.
Moreover, the persons who worked on TIG No. 04466, either at LANWT or TLSC, are no longer
employed by either organization. No separate fund accounting for TIG No. 04466 was
established, and only copies of the four LSC checks LANWT received as full payment of the
grant award of $50,000 existed.

However, according to the TIG Standard Application signed by LANWT’s CEO May 14, 2004
and the TIG Final Report (April 23, 2010), the grant was to fund a part-time coordinator at
TLSC, who was responsible for the “development and maintenance of content on the statewide
website”, which, according to the Final Report, is designed to provide legal information and

%6 Specifically, the team reviewed LANWT’s compliance with 2004 Grant Assurance Nos. 6 (responsibility for
funding obligations in excess of the TIG award) and 10 (compliance with Basic Field grant assurances).
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court forms. The TIG Final Report indicates that $24,000.00 for salary and benefits to the
coordinator in 2008, and $20,000.00 for salary and benefits to the coordinator in 2009.

While some situations raise questions of whether the scope of content development activity falls
with Part 1627, LSC funded content development is generally related to programmatic
activities. The provision of legal information is one of the services that LSC clearly intends
recipients to provide with TIG funding for client information and self-help. As such, based on
available information, it appears that LANWT’s transfer of TIG No. 04466 funds to TLSC to
fund a part-time content coordinator whose duties included content development was subject to
the requirements of Part 1627.

As also noted in Finding 18, in the comments to the DR, LANWT was required to provide
additional information to demonstrate that the work performed by the TLSC content coordinator
was not a programmatic activity or that it otherwise did not require subgrant approval under 45
CFR Part 1627. LAWWT was also required to provide a description of any additional
documentation of TIG No. 04466 costs or activities it has found since the time of the review.

In its response to the DR, LANWT stated that apart from the documentation provided during the
visit, it has been unable to locate any additional documentation relative to TIG No. 04466.
LANWT stated that prior to the visit, it attempted on several occasions to obtain information
from TLSC, but the latter was unable to provide any documentation. LANWT added that
requests for additional information made after the visit also yielded no results.

In view of LANWT’s response, Required Corrective Action No. 27 is closed. LSC will
determine what the appropriate course of action and will notify LANWT of its decision under
separate cover. However, not later than 90 days from the date of this Final Report, LANWT is
required to provide OCE such policies and procedures as it has developed to ensure adequate
documentation of TIG revenue and expenditures.

Finding 33: Interviews and a limited review of TIG-related activities, practices, and
documents relating to TIG No. 04467 evidence compliance with 2004 TIG grant assurance
Nos. 6 and 10 and applicable LSC regulations, rules, and guidelines.

Recipients’ use of TIG funds is subject to applicable law, rules, regulations, policies, guidelines,
instructions, and other directives of the LSC, including, but not limited to, the LSC Audit Guide
for Recipients and Auditors, the Accounting Guide, applicable TIG Assurances, contract terms,
the PAMM, and with any amendments of the foregoing adopted before or during the period of
the TIG grant.

TIG No. 04467 was awarded by separate award letter also dated December 8, 2004. The
purpose of the award was to fund the creation of certain common legal documents, e.g., the
Texas Supreme Court Protective Order Kit and the statewide divorce forms, in the HotDocs
format. Grant documents identified Texas Legal Services Center (“TLSC”) as LANWT’s
partner in this endeavor. The term of TIG No. 00467 was 12 month, beginning January 1, 2005
Both of the TIGs were closed at the time of the visit. Payments were made as follows:
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Requested Amount Due Date Payment Amount Payment Date

$ 2.037.00 Jan. 1, 2005 $ 2,037.00 Jan. 1, 2005
$25.000.00 June 1, 2005 $25.000.00 Mar. 14, 2006
$ 5.000.00 Nov. 30,2010 $ 5,000.00 Oct. 14. 2011

A limited review of LANWT’s accounting records and interviews with its CFO revealed that
there are no unexpended funds remaining from TIG No. 04467. This agreed with LSC’s internal
records, which showed that TIG No. 04467 is closed. OCE performed an evaluation of
LANWT’s management of TIG No. 04467 and its use of TIG funds to assess compliance with
the applicable TIG Grant Assurances.

TIG No. 04467 originated in 2004 for $32,037.00 to develop pro se forms and make them
available to low-income clients through the Texas statewide website. Since its inception in 2004,
$32,037.00 has been disbursed for TIG No. 04467 with no remaining balance. These
disbursements included $30,000.00 disbursed to LANWT and $2,037.00 withheld from the
proceeds for LANWT to send one (1) person to the 2004 TIG Conference sponsored by LSC.
The TIG was originally scheduled to remain open for one (1) year, however, LANWT received
approval from LSC’s Office of Program Performance (“OPP”) to extend the grant period. On
June 18, 2010 OPP approved an extension of the final $5,000.00 payment to November 30, 2010.
The payment request was actually received by LSC on March 1, 2011 and approved on
September 29, 2011. Payment was made on October 14, 2011.

The original budget for TIG No. 04467, which was included with the TIG Online Application
Form, detailed that all $30,000.00 of the funds received were for contracts. Documentation
provided on-site by LANWT included a copy of a contract for $30,000.00 between LANWT and
a consultant. Through on-site interviews with the CFO and review of the contract, it was
revealed that the work performed by the consultant was for HotDocs development work and not
for programmatic activities. The documentation LANWT provided also included copies of the
payments totaling $30,000.00 for this work. A limited review of the web sites,
www.lawhelpinteractive.org and www.Texasl.awHelp.org, confirmed that the web sites are
operating and pro se protective orders forms were available and functional.

Based on the foregoing discussion, there are no recommendations or required corrective actions
relative to this Finding.

In its response to the DR, LANWT stated that this project was very successful and many

applicants obtained some measure of assistance from the websites and forms resulting from TIG
No. 04467.
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IV. RECOMMENDATIONS"’

In view of the foregoing, OCE recommends that LANWT:

1. Review its application of its “reject” codes, particularly with respect to cases referred
from the Legal Aid Line or the clinics, to ensure proper application of the codes and to
ensure that reportable cases are not de-selected.

2. Generate case management reports on a periodic basis to ensure that open cases — both
staff and PAI - remain active.

3. Take such administrative measures as appropriate to ensure compliance with its own
outside practice of law policy.

57 Items appearing in the “Recommendations” section are not enforced by LSC and therefore LANWT is not
required to take any of the actions or suggestions listed in this section. Recommendations are offered when useful
suggestions or actions are identified that, in OCE’s experience, could help LANWT with topics addressed in the
report. Often recommendations address potential issues and may assist a program to avoid future compliance errors.
By contrast, the items listed in “Required Corrective Actions” must be addressed by LANWT, and will be enforced

by LSC.
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V. REQUIRED CORRECTIVE ACTIONS
Consistent with the Findings of this report, LANWT is required to:

1. As noted in Finding 1, eliminate the question concerning retainer agreements in the
LegalServer case closing sequence.

In response to the DR, LANWT eliminated the question concerning retainer agreements
In the Legal Server case closing sequence. Accordingly, Required Corrective Action No.
1 is closed.

2. Asdirected in Finding 1, explain why cases closed with a reject code continued to be
designated CSR eligible in the ACMS.

LANWT explained that its ACMS does not consider a request for legal assistance as a
case until the request is designated as “open,” either for extended or limited service.
When the request is rejected somewhere in the intake process, it is never sent to a
“closing” screen as it was never “opened.” Since CSR eligibility is determined when the
case is closed, no request that has been rejected prior to opening will show as CSR
eligible. The problem then, is when a case is “opened” and later rejected. Once a request
becomes a case, it must then be “closed” and assigned a closing code (which includes
several rejection codes). During this process, the case is analyzed for CSR eligibility,
and some cases were improperly marked as CSR cligible because they scemed to mect
the CSR criteria (the case was not a duplicate, the case had proper citizenship
documentation, and the case demonstrated legal services provided prior to the case being
discovered as ineligible). The case handler should have marked the CSR eligibility
questions as “no” because those questions only apply to cases in which the client received
extended services, limited services, or advice and counsel. Once the case was determined
to be a reject, no question should have been answered “yes” as they do not apply to
rejected cases. In reviewing this issue, LANWT has determined that it will be a better
procedure to reject cases by changing their disposition from “open” back to “pending”
and then proceeding directly to the reject process. In that way, the case will go back to
being a matter, and when rejected from the pending status, will not trigger the CSR
eligibility questions. This is a training issue, and is a part of the comprehensive plan of
action LANWT is implementing to address compliance issues.

Based on LANWT’s response, Required Corrective Action No. 2 is closed. However,
not later than 90 days from the date of this Final Report, LANWT is required to advise
OCE of the status of its LegalServer training, including copies of any training agenda,
attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

3. Asnoted in Finding 2, explain how it will ensure compliance with OLA Advisory
Opinion AO-2009-1002 (June 10, 2009).
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In response to the DR, LANWT’s modified Office Intake Procedures addresses the need
for Part 1626 documentation and instructs staff consistent with OLA Advisory Opinion
A0-2009-1002 (June 10, 2009). Accordingly, Required Corrective Action No. 3 is
closed.

4. As noted in Finding 2, provide OCE with a simple, uniform intake form for use in
obtaining information from individuals and groups necessary to an LSC compliant
financial eligibility determination.

In response to the DR LANWT has revised its intake form. LANWT stated that the
revised form was created using the ACMS as a template and tracking the inquiries in the
ACMS as closely as possible. LANWT stated that staff will be instructed that older
intake forms are obsolete and should not be used for intake purposes.

LANWT submitted a copy of the form along with its response to the DR. The revised
form contains inquiries regarding household size, household income, source(s) of
income, income prospects, the total value of the household’s assets, and household
expenses. In addition, the form appears to be consistent with the financial eligibility
policy that was operative at the time of the visit. The references to “medical expenses”
and “medical expenses paid in the last 30 days” have been eliminated, and food stamps
are no longer listed as a source of income.

Based on LANWT’s response and a review of the revised intake form, Required
Corrective Action No. 4 is closed.

5. Asnoted in Finding 2, provide OCE with a plan developed to ensure consistency
between its financial eligibility policy, its ACMS, and its intake form.

In response to the DR LANWT submitted a Comprehensive Plan of Action (“CPA”).
The CPA contemplates a comprehensive revision of LANWT’s policies, procedures and
forms relative to screening, case acceptance, case management, and case closing. The
CPA also envisions mandatory training for all staff on the revised procedures and forms.
The CPA also calls for periodic reviews of all cases to ensure compliance with LSC
regulatory and reporting requirements.

Based on LANWT’s response to the DR and OCE’s review of the CPA, Required
Corrective Action No. 5 is closed. However, not later than 90 days from the date of this
Final Report, LANWT is required to advise OCE of the status of its implementation of
this aspect of its CPA. LANWT’s response hereto should include copies of any training
agenda, attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

6. Asnoted in Finding 2, develop intake procedures to ensure the consistency of financial

eligibility determinations office to office and to ensure consistent use of the intake
form, and submit the same for OCE review.
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The CPA submitted by LANWT in response to the DR addresses the measures
contemplated by LANWT to ensure the consistency of financial eligibility determinations
from office to office and the consistent use of the intake form.

Based on LANWT’s response to the DR and OCE’s review of the CPA, Required
Corrective Action No. 6 is closed. However, not later than 90 days from the date of this
Final Report, LANWT is required to advise OCE of the status of its implementation of
this aspect of its CPA. LANWT’s response hereto should include copies of any training
agenda, attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

7. As noted in Finding 2, develop a program-wide training plan to ensure that all relevant
staff are familiar with the intake procedures and the use of the intake form, and submit
the same for OCE review.

The CPA submitted by LANWT in response to the DR sets forth a mandatory program-
wide training on all aspects of screening, case acceptance, case management and case
closure.

Based on LANWT’s response to the DR and OCE’s review of the CPA, Required
Corrective Action No. 7 is closed. However, not later than 90 days from the date of this
Final Report, LANWT is required to advise OCE of the status of its implementation of
this aspcet of its CPA. LANWT’s response hereto should include copies of any training
agenda, attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

8. As noted in Finding 3, revise its financial eligibility policy to limit the application of
the government benefits exception to those applicants whose income is derived solely
from a governmental program for low-income individuals or families.

In response to the DR, LANWT provided a copy of its revised financial eligibility policy
The revised policy clarifies that the government benefits exceptions applies only where
the applicant’s sole source of income is the government benefits program.

Based on LANWT’s response to the DR and OCE’s review of the revised financial
eligibility policy, Required Corrective Action No. 8 is closed. However, not later than 90
days from the date of this Final Report, LANWT is required to advise OCE of the status
of its implementation of this aspect of its CPA. LANWT’s response hereto should
include copies of any training agenda, attendance sheets, and an explanation for how
LANWT intends to measure the effectiveness of its training.

9. As noted in Finding 3, develop a plan of action to take to ensure compliance with the

requirements of 45 CFR §§ 1611.5(b) and 1611.7(b), and CSR Handbook (2008 Ed., as
amended 2011), § 5.3 and submit same for OCE review.
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The CPA submitted by LANWT in response to the DR sets forth a mandatory program-
wide training, with a focus on documentation of LANWT’s consideration of authorized
exception and periodic case reviews designed to ensure the presence of such
documentation where necessary.

Based on LANWT’s response to the DR and OCE’s review of the CPA, Required
Corrective Action No. 9 is closed. However, not later than 90 days from the date of this
Final Report, LANWT is required to advise OCE of the status of its implementation of
this aspect of its CPA. LANWT’s response hereto should include copies of any training
agenda, attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

10. As noted in Finding 4, revise its financial eligibility policy to eliminate the distinction
between liquid and non-liquid assets.

In response to the DR, LANWT submitted a copy of its revised financial eligibility
policy. A review of the policy confirms that LANWT has eliminated the distinction

between liquid and non-liquid assets.

Based on LANWT’s response to the DR and OCE’s review of the revised financial
eligibility policy, Required Corrective Action No. 10 is closed.

11. As noted in Finding 5, develop a plan of action to ensure compliance with the
requirements of 45 CFR §§ 1626.6, 1626.7 and 1626.12, and CSR Handbook (2008
Ed., as amended 2011), § 5.5 and submit same for OCE review.

The CPA submitted by LANWT in response to the DR is designed, in part, to ensure
compliance with Part 1626’s documentation requirements. As previously indicated, the
CPA contemplates comprehensive training on all phases of intake, including
documentation of citizenship/alien eligibility. The CPA also contemplates guidance,
including a checklist, to staff responsible for case closing and/or case review.
Additionally, LANWT’s modified Office Intake Procedures requires appropriate Part
1626 documentation for all in-person intake, including those instances contemplated by
OLA Advisory Opinion AO-2009-1002 (June 10, 2009).

Based on OCE’s review of the CPA, Required Corrective Action No. 11 is closed.
However, not later than 90 days from the date of this Final Report, LANWT is required
to advise OCE of the status of its implementation of this aspect of its CPA. LANWT’s
response hereto should include copies of any training agenda, attendance sheets, and an
explanation for how LANWT intends to measure the effectiveness of its training.

12. As noted in Finding 6, develop a plan of action designed to ensure compliance with the
requirements of 45 CFR §§ 1611.9 and submit same for OCE review.

The CPA submitted by LANWT in response to the DR is designed, in part, to ensure
compliance with 45 CFR § 1611.9. In particular, the CPA contemplates training on
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LSC’s retainer agreement requirement, emphasizing the retainer as a contract between
LANWT and its client. According to LANWT, reminding advocates of the importance
of the retainer as it relates to the legal services provided is key to ensuring a properly
completed and executed retainer agreement.

Based on OCE’s review of the CPA and the retainer agreement policy, Required
Corrective Action No. 12 is closed. However, not later than 90 days from the date of this
Final Report, LANWT is required to advise OCE of the status of its implementation of
this aspect of its CPA. LANWT’s response hereto should include copies of any training
agenda, attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

13. As noted in Finding 9, develop a plan of action to ensure compliance with the
requirements of CSR Handbook (2008 Ed., as amended 2011), § 5.6 and submit same
for OCE review.

The CPA submitted by LANWT in response to the DR is designed, in part, to ensure
compliance with the requirements of CSR Handbook (2008 Ed., as amended 2011). The
CPA contemplates training on all aspects of the CSR Handbook, including
documentation of the legal assistance provided to the client. The requirement is also
emphasized in LANWT’s modified Office Intake Procedures. The CPA also
contemplates that documentation of the legal assistance provided to the client will be a
focus of periodic case reviews by senior management.

Based on OCE’s review of the CPA and the modified Office Intake Procedures, Required
Corrective Action No. 13 is closed. However, not later than 90 days from the date of this
Final Report, LANWT is required to advise OCE of the status of its implementation of
this aspect of its CPA. LANWT’s response hereto should include copies of any training
agenda, attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

14. As noted in Finding 10, develop a plan of action to ensure that its application of the
CSR case closure categories is consistent with Chapter VIII, CSR Handbook (2008 Ed.,
as amended 2011) and submit same for OCE review.

The CPA submitted by LANWT in response to the DR contemplates training staff to
close cases at the highest level of legal assistance provided to the client and closing
similar cases consistently from office to office. The CPA also contemplates that the
application of case closing categories will be a focus of periodic case reviews by senior
management.

Based on OCE’s review of the CPA and the modified Office Intake Procedures, Required
Corrective Action No. 14 is closed. However, not later than 90 days from the date of this
Final Report, LANWT is required to advise OCE of the status of its implementation of
this aspect of its CPA. LANWT’s response hereto should include copies of any training
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agenda, attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training,.

15. As noted in Finding 12, develop a plan of action to ensure all cases reported to LSC are
in compliance with CSR Handbook (2008 Ed., as amended 2011), § 3.2 and submit
same for OCE review.

The CPA submitted by LANWT in response to the DR focuses, in part, on duplication.
According to the CPA, the Director of Administration, in conjunction with the Deputy
Director and the Director of Litigation, will conduct reviews of programmatic data in
January and July to spot potential compliance issues prior to data compilations for
submission to LSC. LANWT stated this process is already in place and once the details
of these reviews are finalized, one of the Directors will contact the branch managers
individually to discuss the data specific to that office. Additionally, the CPA calls for
comprehensive training for all staff on all aspects of the CSR Handbook.

Based on LANWT’s response to the DR and OCE’s review of the CPA, Required
Corrective Action No. 15 is closed. However, not later than 90 days from the date of this
Final Report, LANWT is required to advise OCE of the status of its implementation of
this aspect of its CPA. LANWT’s response hereto should include copies of any training
agenda, attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

16. As noted in Finding 17, conduct periodic case management reports of all open and
closed PAI case files to ensure compliance with CSR Handbook (2008 Ed., as amended
2011), § 10.1(a)(ii).

Regarding the cases cited in this Finding in which the legal assistance was provided by
staff, LANWT stated that it intends to discuss the issue with its PAI coordinators in an
effort to resolve any concerns. As well, the coordinators will receive training on
LegalServer so that they can generate the necessary reports and identify any such
anomalies.

Based on LANWT’s response, Required Corrective Action No. 16 is closed. However,
not later than 90 days from the date of this Final Report, LANWT is required to advise
OCE of the status of its discussion with its PAI coordinators, its efforts to resolve the
issues noted in this Finding, and the LegalServer training provided to its PAI
coordinators. LANWT’s response hereto should include copies of any training agenda,
attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

17. As noted in Findings 17 and 32, demonstrate that the work performed by the TLSC
content coordinator was not a programmatic activity, or that it otherwise did not require
subgrant approval under 45 CFR Part 1627.
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In its response to the DR, LANWT stated that apart from the documentation provided
during the visit, it has been unable to locate any additional documentation relative to TIG
No. 04466. LANWT stated that prior to the visit, it attempted on several occasions to
obtain information from TLSC, but the latter was unable to provide any documentation.
LANWT added that requests for additional information made after the visit also yielded
no results.

In view of LANWT’s response, Required Corrective Action No. 17 is closed. LSC will
determine the appropriate course of action and will notify LANWT of its decision under
separate cover.

18. As noted in Finding 29, LANWT is required to revise its 45 CFR § 1643.5 policy

19.

consistent with 45 CFR §§ 1643.3(a) and (b).

In its response to the DR, LANWT stated that Part 1643 is also included in the CPA. In
addition, LANWT has revised its policy to include the prohibitions stated in 45 CFR §§
1643.3(a) and (b). LANWT included a copy of the revised policy with its comments to
the DR.

Based on LANWT’s comments and a review of the revised policy, Required Corrective
Action No. 18 is closed. However, not later than 90 days from the date of this Final
Report, LANWT is required to advise OCE of the status of its implementation of this
aspect of its CPA. LANWT’s response hereto should includc copics of any training
agenda, attendance sheets, and an explanation for how LANWT intends to measure the
effectiveness of its training.

Revise its accounting manuals consistent with the discussion in Finding 31, and submit
the same for OCE review.

In its response to the DR, LANWT provided a description of the various revisions to its
accounting manual. Based on LANWT’s response to the DR, as discussed supra,
Required Corrective Action No. 19 is closed. However, not later than 90 days from the
date of this Final Report, LANWT is required to provide OCE with a copy of its revised
accounting manual.

20. As noted in Finding 31, develop a plan of action to ensure that it obtains the prior

approvals required under 45 CFR § 1630.5(b) and the PAMM, and submit the same for
OCE review.

Based on LANWT’s response to the DR, as discussed supra, Required Corrective Action
No. 20 is closed.

21. As noted in Finding 31, develop a plan for improving governing body fiscal oversight,

and submit the same for OCE review.
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Based on LANWT’s response to the DR, as discussed supra, Required Corrective Action
No. 21 is closed.

22. As noted in Finding 31, revise its Records Retention and Records Destruction policy
for its business and accounting records to ensure that the specified retention
requirements meet LSC’s current minimum guidelines as contained in the LSC
Accounting Guide, Appendix II, Description of Accounting Records — Retention Times
for Nonprofit Records, and submit the same for OCE review.

Based on LANWT’s response to the DR, as discussed supra, Required Corrective Action
No. 22 is closed.

23. As noted in Finding 31, provide information to show that had LANWT sought LSC
prior approval in accordance with the PAMM and 45 CFR Part 1630 in advance of the
purchase of the Tandberg Content Server, approval would have been granted, and that
the costs were otherwise reasonable and allowable.

Based on LANWT’s response to the DR, as discussed supra, Required Corrective Action
No. 23 is closed.

24. As noted in Finding 31, provide additional information demonstrating the allowability
of the costs associated with the purchase of the clocks.

In its response to the DR, LANWT stated that it is unable to provide any additional
information regarding the expenditure. LANWT did state that current management has
no plans to purchase retirement gifts with LSC funds, unless it is certain that the
expenditure is an allowable expense.

Based on LANWT’s response, Required Corrective Action No. 24 is closed. However,
not later than 90 days from the date of this Final Report, LANWT is also required to
provide OCE with a copy of the policies and procedures developed by LANWT to ensure
that LSC funds are expended consistent with 45 CFR Part 1630 and the PAMM.

25. As noted in Finding 32, provide a description of any additional documentation of TIG
No. 04466 costs or activities it has found since the time of the review.

In its response to the DR, LANWT stated that apart from the documentation provided
during the visit, it has been unable to locate any additional documentation relative to TIG
No. 04466. LANWT stated that prior to the visit, it attempted on several occasions to
obtain information from TLSC, but the latter was unable to provide any documentation.
LANWT added that requests for additional information made after the visit also yielded
no results.

In view of LANWT’s response, Required Corrective Action No. 25 is closed. However,

not later than 90 days from the date of this Final Report, LANWT is required to provide
OCE such policies and procedures as it has developed to ensure adequate documentation
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of TIG revenue and expenditures. LSC will determine the appropriate course of action
and will notify LANWT of its decision under separate cover.
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Legal Aid of NorthWest Texas

600 East Weatherford Street, Fort Worth, Texas 76102
817-649-4740 (fax) 817-649-4759

www.lanwt.org

With offices in Abilene, Amarillo, Brownwood, Dallas, Denton, Fort Worth, Lubbock, McKinney, Midland, Odessa,
Plainview, San Angelo, Waxahachie, Weatherford and Wichita Falls

November 22, 2013

Ms. Lora Rath, Executive Director
Office of Compliance and Enforcement
Legal Services Corporation

3333 K Street, NW 3rd Floor
Washington, D.C. 20007-3522

Re: Responses to LSC OCE Draft Report for Compliance Visit Recipient No. 744050
Dear Ms. Rath:

Enclosed is the response of Legal Aid of NorthWest Texas (LANWT) to LSC OCE’s Draft
Report for the Compliance Review of LANWT, which took place during the week of March 11,
2013.

The Draft Report was received on August 9, 2013. LANWT’s responses were initially due
September 9, 2013, however you granted us an extension until November 22, 2013. The

extension of time for our response was greatly appreciated.

We hope that our responses adequately address the findings within the Draft Report. Please feel
free to contact me with any questions or concerns regarding our responses.

Sincerely,

Joel K. B. Winful,
Attorney & Chief Executive Officer

Enclosures

Bringing justice to North and West Texans since 1951
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RESPONSES OF LEGAL AID OF NORTHWEST TEXAS
TO

DRAFT REPORT
LEGAL SERVICES CORPORATION
Office of Compliance and Enforcement

Compliance Review of

Legal Aid of NorthWest Texas
March 11-15, 2013

Recipient No. 744050



SUMMARY

On August 9, 2013 Legal Aid of NorthWest Texas (LANWT) received Legal Service
Corporation’s (LSC) Draft Report for the Compliance Review (Draft Report) which was
conducted during the week of March 11, 2013. LSC invited LANWT to provide comments to
the Draft Report within 30 days. LANWT senior management immediately met to review the
77-page Draft Report. LANWT senior management staff, many new to LANWT’s management
team and had just completed an OCE sponsored New CEO training Webinar and were planning
on attending the NLADA Conference in Los Angeles, requested an extension from LSC to
respond to the Draft Report. LSC granted LANWT an extension and its response to the Draft
Report is due November 22, 2013.

LANWT underwent a management change in early 2013 such that a new Chief Financial Officer
started January 2013, the new Chief Executive Officer started in March 2013 (just as the
Compliance Review was scheduled to begin), and both the Deputy Director and Director of
Administration assumed their responsibilities in April 2013. During this time, LANWT was
concluding its collective bargaining negotiations with the unionized workforce, was involved in
completing end of the year reports, completing grant applications, and responding to audits and
other end of the fiscal year management responsibilities. LANWT senior management is
committed to assessing and building on the program’s strengths and identifying and improving
areas of weakness. Therefore, LANWT decided to respond to the Draft Report’s particulars and
to craft a comprehensive plan for review, revision, updating, and training.

LANWT began its response to the Draft Report by reviewing the cases flagged by OCE as
deficient. LANWT reviewed the cases to determine if perhaps something was overlooked in the
initial review process and to better understand the noted deficiency. LANWT was able to find
instances where some cases noted as deficient actually had the missing or appropriate
compliance documentation and we have brought those items to OCE’s attention in our response.
Best practices for all facets of the delivery of legal services will be reviewed and updated to
provide the maximum benefit to eligible clients in our service area. Comprehensive training for
all management and staff on the updated policies and procedures will be scheduled. Such
training will include revisions to the intake model, application of LSC rules and regulations,
compliance with the CSR and other practice guidelines, and efficient and effective use of the
Automated Case Management System (ACMS) for both case work and compliance issues.

Due to the size of the program and the large geographical area that LANWT covers, LANWT
understands that there will be quite a bit of training of staff that will need to take place and it will
take quite a bit of effort to get this accomplished as soon as possible. However, the new CEO
and his senior management team are committed to making LANWT a premier legal services
provider to people living in poverty, one that is responsive to the needs of the client community;
to the changing legal conditions in the State; and one that is a community partner in the fight
against injustice wherever it occurs. LANWT has looked at the Draft Report with an open mind,
willing to see where improvement can and should be made. We have also attempted to point out



instances in which we believe that we were in substantial compliance, in hopes that some of the
findings within the draft report can be modified and or removed. In the case of DVAP we have
defended and advocated our position regarding the characterization of that program, and how it
has served our clients in the past and how we believe its present structure is in the best interest of
both our clients and our law firm. We are also committed to abiding by the rules and regulations
that govern our funding; and with that in mind, we present the following responses to the
findings in the Draft Report.

RESPONSES TO FINDINGS

Finding 1: LANWT’s automated case management system (ACMY) is insufficient to
ensure that information necessary for the effective management of cases is accurately and
timely recorded.

Paragraph three of Finding 1 in the OCE Draft Report states, “Based on a comparison of the
information yielded by the ACMS to information contained in the cases that were reviewed
during the visit, LANWT’s ACMS is sufficient to ensure that information necessary for the
effective management of cases is accurately and timely recorded.” LANWT agrees with this
assessment of the ACMS and so will move on to the specifics addressed further in the finding.

Rejected cases showing as CSR eligible (pp. 10-12). OCE noted and LANWT agrees that a
number of cases which were given “reject” codes still showed as CSR eligible in the case lists
provided to OCE for its site visit. OCE noted that there were significant issues with the data
migration from Practice Manager to Legal Server, and those issues are likely responsible for
most of the rejected cases showing as CSR eligible for 2010 and 2011. OCE noted that this
problem continued into 2012 and 2013, based on a number of cases listed in Finding 1. In
reviewing this anomaly, LANWT has discovered that Legal Server has two separate ways to
reject a case. First, Legal Server does not consider a matter to be a case until the matter is
designated as “open” either for extended or limited services. When a matter is not first opened,
but is rejected somewhere in the intake process, the matter is never sent to a “closing” screen as
the matter was never “open”. Since the CSR eligibility is determined when the case is closed, no
matter that is rejected prior to opening will show as CSR eligible. The problem then, is when a
case is “opened” and then later rejected. Once the matter becomes a case, it must then be
“closed” and given a closing code (which includes several rejection codes). During this process,
the case is analyzed for CSR eligibility, and some cases were improperly marked as CSR eligible
because they seemed to meet the CSR criteria (the case was not a duplicate, the case had proper
citizenship documentation, and the case demonstrated legal services provided prior to the case
being discovered as ineligible). The case handler should have marked the CSR eligibility
questions as “no” because those questions only apply to cases given extended, limited services or
advice and counseling cases only. Once the case was determined to be a reject, no question
should have been answered “yes” as they do not apply to rejected cases. In reviewing this issue,
LANWT has determined that it will be a better procedure to reject cases by changing their
disposition from “open” back to “pending” and then proceeding directly to the reject process. In



that way, the case will go back to being a matter, and when rejected from the pending status,
which will not trigger the CSR eligibility questions. This is a training issue, and is a part of the
comprehensive plan of action LANWT is implementing to address compliance issues.

It should be noted that in the methodology prepared by the new management team for reporting
CSR information, one of the limiting fields in Legal Server is the case closing code. That field
can be set to exclude certain codes. In preparing the 2013 CSR for LANWT, the methodology
calls for all “reject” codes to be excluded from the CSR, so that even if a rejected case was
erroneously coded as CSR eligible, it would not make the final CSR report.

Missing retainer agreement causing cases to show as CSR ineligible (p. 12). OCE noted that
the closing screen in Legal Server asked four questions in determining if a closed case was CSR
eligible, including question 2, “Case is closed A, AW, B, or BW OR a retainer is in the file OR it
is a PAI case.” OCE pointed out that a retainer agreement is not required for a case to be CSR
eligible and recommended that the question be removed. LANWT has removed the question
from the closing screen.

Finding 2: LANWT’s intake procedure does not support compliance related requirements.

LANWT agrees in part with this finding. Specifically, LANWT believes that the current intake
procedure needs to be reviewed with an eye to greater uniformity in the use of forms and the
implementation of policies and procedures designed to ensure compliance with LSC regulations.
As the OCE visit noted in its description of LANWT’s intake model in Finding 2, LANWT uses
a variety of different intake methods to reach the client community. Again, as noted, those
different methods are not always consistent from office to office, or from intake model to intake
model. For instance, the Legal Aid Hotline will never have issues regarding “in person” contact
because all of their intake is conducted over the phone. Clinic intake invariably requires the use
of paper forms that are not necessarily in use during in-office intake. Emergency intake, by its
nature tends to be more focused on meeting the immediate need of the client, who may have a
looming deadline.

LANWT feels that the policies and procedures it has adopted, both prior to the OCE visit and in
light of its findings, are sufficient to ensure compliance with LSC regulations. (See Office Intake
Procedures Attachment 2-2). It is a matter of clearly communicating those policies and
procedures to branch managers and staff, and then providing comprehensive training to all staff
so that everyone is following the required procedures. The OCE has requested that LANWT
devise a plan of action and a comprehensive training plan to address the issues raised in Finding
2. (The OCE has requested similar plans of action in Findings 3, 5, 6, 9, 10, 12, and 21. LANWT
has put together a Comprehensive Plan of Action {CPA} designed to meet all OCE’s requested
plans of action. That document is attached to this response as Attachment 2-1.)

Simple, uniform intake form. The OCE asked that LANWT provide them with a simple intake
form designed to capture at least the minimum required eligibility data; one that is consistent
with our intake policy and one that tracks the ACMS. Included in that form are specific
questions regarding various types of income, assets, fixed liabilities, and income prospects.
LANWT has created such a form using the ACMS as a template and tracking the information



requested there as closely as possible. (See LANWT Intake Form Attachment 2-2) Instruction
will be given to all offices that older intake forms are “obsolete” and should not be used for
intake purposes.

Finding 3: LANWT’s financial eligibility policy requires minor revision and sampled cases
evidenced non-compliance with 45 CFR 81611.5(b).

LANWT agrees in part with this finding in that revisions to the Financial Eligibility Policy are
required. While LANWT admits that some cases lacked the documentation required by 45 CFR
81611.5(b), in reviewing the cases brought to our attention by the OCE we have determined that
a number of those cases did have the required documentation. LANWT agrees that a
comprehensive training plan that includes emphasis on this requirement is needed so that all
relevant notations are properly recorded in Legal Server. LANWT is committed to compliance
with all LSC regulations and fully intends to address the documentation issue to ensure that all
branch offices do comply with 45 CFR §81611.5(b) and 1611.7(b).

Revision of Financial Eligibility Policy to clarify eligibility under 45 CFR 81611.4(e).
LANWT has revised its Financial Eligibility Policy to make it clear that using eligibility for a
governmental benefits program with an income requirement of 125% or less of the requires that
the benefit be the applicant’s only source of income. (See LANWT Financial Eligibility Policy,
Attachment 3-1)

Cases that OCE found not to be in compliance with 45 CFR 81611.5(b) that had
documentation in the file. Upon receipt of the OCE’s draft report, LANWT looked at each case
reported in Finding 3 to see if documentation was in fact in the file. In speaking with the
Managing Attorneys after the visit, it was noted that some were unclear on how to show the
documentation in the Legal Server file as it required accessing a link in the program rather than
being displayed as part of the intake screen. In addition, a number of Managing Attorneys noted
that while the information was not properly recorded in Legal Server, the information was
nevertheless documented in the paper file in the form of a questionnaire, an intake application, or
an affidavit of inability to pay costs. Below is a list of the cases reported in Finding 3 as non-
compliant that LANWT was able to find documentation for. LANWT believes that this is a
significant number of cases, and demonstrates substantial compliance with the requirements of
1611.5(b). {Note: the documentation of compliance can be found in Attachment 3-2}

Exceptions to Cases Noted. The OCE noted 26 exceptions to the requirement for 1611.6(b)
documentation of exceptions to financial eligibility for cases over 125% of poverty, but below
200% of poverty. LANWT reviewed those 26 cases and found that 3 of those cases had been
rejected and erroneously shown as open in the data migration from PM Win to Legal Server, and
11 cases had documentation of 1611.5(b) other considerations.

12-0952327, the case review memo notes $300/month of medical expenses.
12-0941532, the affidavit of indigence shows rent/house payment of $450/month.

1023326, the paystub shows deductions for medical insurance of $47.23/ pay period and dental
insurance of $21.80/pay period.



12-0957695, the affidavit of indigence shows rent/house payment of $941.52/month.
13-0994189, the case note shows $100/month for a house payment.
1103856, the affidavit of indigence shows rent/mortgage payment of $650/month

12-0935919, the case note states applicant wants assistance “so he can pay his rent”. Although
no dollar amount is given, the applicant clearly had a rent payment.

1026587, the financial note shows a projected decrease in income of $834/month

1013579, this case is a rejected case that was erroneously marked as eligible in the data
migration, the closing letter clearly states that applicant is ineligible.

1012767, this case is a rejected case that was erroneously marked as eligible in the data
migration, the closing letter clearly states that applicant is ineligible.

12-0931599, the affidavit of indigence shows rent/mortgage payments of $152/month
1008800, the affidavit of indigence shows medical and drug expenses of $50/month

12-0923900, the other factors tab shows rent of $400/month, medical insurance of $108/month,
and work related transportation costs of $150/month.

1022340, this case is a rejected case that was erroneously marked as eligible in the data
migration, the closing letter clearly states that the applicant is ineligible.

Notwithstanding the above corrections, LANWT does take note of the fact that it would be ideal
if all documentation could be found in the ACMS. As noted above in the response to Finding 2,
the OCE required that LANWT devise a plan of action to address this issue, and despite our
contention that LANWT has been attempting to comply with this regulation, LANWT will
conduct training on this issue as a part of the CPA (see Attachment 2-1). The OCE has noted a
deficiency in this area and LANWT has included it as a point of emphasis in the planned
comprehensive training.

Finding 4: Sampled cases evidenced substantial compliance with the asset documentation
requirements of CSR Handbook (2008 Ed., as amended 2011), 85.4

LANWT agrees with this finding. The OCE noted that LANWT’s Financial Policy and the
Legal Server Intake form still draw the distinction between liquid and non-liquid assets. OCE
requested that the policy be revised to eliminate the distinction and that has been done. (See
LANWT Financial Eligibility Policy, Attachment 3-1) In addition, Legal Server has been
modified to eliminate the portion of the intake that refers to non-liquid assets, so that only a
single asset eligibility check is required.

Finding 5: Sampled cases evidenced non-compliance with 45 CFR 88 1626.6, 1626.7, and
1626.12.

LANWT disagrees with this finding in part, specifically, LANWT’s review of the sampled cases
revealed a number of properly executed citizenship attestations, or documentation of eligible



alien status. LANWT agrees that ideally these documents should have been in the ACMS and
that further training on this issue is both necessary and prudent.

Exceptions to case noted. The OCE noted 37 exceptions to the documentation requirements of
881626.6, 1626.7, and 1626.12. LANWT has reviewed those files and found 21 cases in which
the missing attestation or documentation of alien eligibility was found.

12-0988900, Citizenship Attestation is signed and dated
13-0996100, Citizenship Attestation is signed and dated
13-0994521, Citizenship Attestation is signed and dated
1030507, Citizenship Attestation is signed and dated
1008824, Citizenship Attestation is signed and dated
1106242, Citizenship Attestation is signed and dated

11-0898672, No Citizenship Attestation, however LANWT would argue that there is a signed and dated
application stating applicant was born in Ft. Worth Texas

1032542, Citizenship Attestation is signed and dated
1019419, Citizenship Attestation is signed and dated
1103318, Citizenship Attestation is signed and dated
12-0990124, Citizenship Attestation is signed and dated
1023230, Citizenship Verification signed and dated

12-0953360, Court appointment — Amicus Attorney, Minor child born in U.S.A., but unable to verify as
client was a child and parents were adverse parties.

0716367, Non-citizen: Eligible Alien Form Signed with A# of current Resident Alien Card. Reviewed
and confirmed by staff attorney.

12-0948359, Citizenship Attestation is signed and dated.
12-0950556, Citizenship Attestation is signed and dated

12-0989183, AG Access/Visitation Hotline — telephone intake only. No names or other ID taken on these
calls. Case rejected.

12-0966058, Legal Permanent Resident client with card scanned. File opened 8/12 card exp. 10/12.
12-0955369, Citizenship Attestation signed and dated 6/18/12

0705257, Citizenship Attestation signed and dated 3/6/07 — OCE found the form to be non-conforming,
however, at the time it was in use, LANWT had not been made aware that it was
non-conforming.

0608280, Citizenship Attestation signed and dated 4/11/06 — OCE found the form to be non-conforming,
however, at the time it was in use, LANWT had not been made aware that it was
non-conforming.

(See Attachment 5-1 for documentation of above.)



LANWT believes that the number of corrections shown above demonstrates substantial
compliance with this regulation. Notwithstanding that, LANWT does take note of the fact that a
significant number of cases are still deficient, and that this should be a point of emphasis in the
comprehensive training contemplated for all staff. As noted above in the response to Finding 2,
the OCE required that LANWT devise a plan of action to address this issue, and despite our
contention that LANWT has been attempting to comply with this regulation, LANWT will
conduct training on this issue as part of the CPA (see Attachment 2-1).

Finding 6: Sampled cases evidenced substantial compliance with the requirements of 45
CFR 81611.9 (Retainer agreements)

LANWT agrees with this finding. The OCE noted six exceptions in its review of the sampled
cases; however, upon further inspection, LANWT was able to discover two of the missing
retainer agreements. Odessa open case 12-0963621 and Plainview open case 1103692 each had
a retainer agreement in the file that had not been scanned into Legal Server. (See Attachment 6-
1).

Contents of Retainer Agreement. The OCE did note a number of cases that seemed to lack the
specificity and detail required in §1611.9. LANWT investigated and agrees that some retainer
agreement should be more detailed in setting forth the scope of legal assistance to be provided to
clients. LANWT has drafted a policy specifically for retainer agreements to be included in the
LANWT policy and procedure manual. (See Attachment 6-2). That policy contains “best
practices” language to guide staff in creating retainer agreements. In addition, the OCE asked
that LANWT develop a plan of action to address this issue with staff. LANWT’s CPA (see
Attachment 2-1) includes this issue, and all staff will be given training under this section of Part
1611.

Finding 7: Sampled cases evidenced substantial compliance with the requirements of 45
CFR Part 1636 (Client identity and statement of facts).

LANWT agrees with this finding. The OCE noted four cases that lacked the statement of facts
and after a diligent search LANWT could not locate said statements. This lack highlights the
need for comprehensive training for all staff, which is why this topic will be included in both the
policy review, and the program wide training on LANWT policies and procedures.

Finding 8: Sampled cases evidenced substantial compliance with the requirements of 45
CFR 81620.4(c) (Priorities in use of resources).

LANWT agrees with this finding. The OCE only noted one exception, Amarillo 2012 closed
case 12-0942316 which was closed with the CSR problem code 94 “torts” (limited service
provided). Nevertheless, this area will also be a part of the comprehensive training for staff, and
subject to the review and potential revisions contemplated for LANWT’s policy and procedures.



Finding 9: Sampled cases evidenced substantial compliance with the requirements of CSR
Handbook (2008 Ed., as amended 2011), 85.6. Legal Assistance Documentation
Requirements. However, as a number of sampled cases failed to contain descriptions of the
legal assistance provided to the client, corrective action by LANWT is required.

LANWT agrees with this finding. Evidence of legal assistance is important for all cases, and
LANWT’s current policy regarding documentation has been disseminated to staff for a number
of years, including guidance on how and where to enter the documentation in Legal Server. This
information is included as a part of the LANWT Office Intake Procedures (see Attachment 2-2)
and will be a part of the comprehensive staff training.

Exceptions to Cases Noted. The OCE noted 24 exceptions to the requirement for
documentation of legal assistance (p. 30). LANWT has reviewed these cases and would note
that 2 of those cases were closed as rejected cases, and 7 case demonstrated some documentation
of legal assistance provided:

13-0993530, this case was open at the time of the OCE visit, but was pending further
information. That case has since been rejected as no legal advice was provided. However, at the
time of the visit, that investigation had not been completed. LANWT would note that rejected
cases do not require documentation of legal assistance.

13-0993784, in addition to the referral of this case, the LANWT attorney did advice that the
client pursue administrative remedies, and gave advice on how to begin that process.

11-0905474, this case was eventually rejected as well, see 13-0993530 above.
12-0991624, documentation of legal advice is in the closing letter.

12-0984004, the log of case notes shows that several calls were made on behalf of the applicant
and the results of those calls were communicated to client, and that various courses of action
were discussed with the client.

10-29681, documentation of legal advice is in the case note and closing letter.

11-0903531, the attorney made calls for information on client’s behalf and communicated the
information to the client before another government agency took over.

(See Attachment 9-1 for documentation of the above cases.)

Notwithstanding those case above where there either was documentation, or documentation
proved to be unnecessary, LANWT acknowledges that this is an issue. The OCE requested that
LANWT develop a plan of action to address this matter, and that has been done as part of the
CPA (see Attachment 2-1).



Finding 10: Sampled cases evidenced LANWT’s application of CSR case closure categories
is inconsistent with Chapter VI11, CSR Handbook (2008 Ed., as amended 2011).

LANWT agrees with this finding. After reviewing the cases noted by the OCE as inconsistent,
the senior management team has concluded that LANWT’s use of case closure categories is not
as consistent as we would like. LANWT reviewed the 32 exceptions noted and found 7 cases
that we believe applied the proper case closure category (see below). The number that remain
inconsistent is substantial and LANWT recognizes the need to address this. The OCE required
that LANWT develop a plan of action to address this, and LANWT has included this issue as a
point of emphasis in the CPA. (See Attachment 2-1). LANWT is currently seeking to obtain
training from external sources, preferably with experience in training legal services providers in
the nuances of the CSR.

Exceptions to cases noted. As stated above, LANWT found 7 cases in the 32 exceptions noted
(pp. 31-32). We have noted them below with our reasons why we believe the case closure
criteria was appropriately applied.

Closed Improperly with Advice — should be limited service

13-0993810 Garretson Response - Correctly closed - only advice provided on
guardianship and referred outside LANWT service area.

1016338 Williamson Response — Correctly closed — only advice given. Answer is only
draft. No evidence that it was given to applicant. Closing letter
states that Applicant had already filed own answer.

Closed Improperly with Brief Service — should be advice

13-0994423 Moody Response — Correctly closed. Prepared and provided an Answer to
client. Answer more than general denial. Appears properly closed
with Brief Service

Closed Improperly as Court Decision - should be extensive service

11-0888960 Cobb Response — Properly closed; client wanted to non-suit after temp
orders entered. Court order entered prior to Non-Suit.

Improperly Closed with Extensive Service - should be advice

11-0889608 Martinez Response — Shows closed with L in 1/2012. We did pleadings
Petition, Motion to Transfer, Order and prepared Final Decree of
Divorce to give to Client. Did not file suit for client. Possibly
limited service but more than mere advice.

Improperly Closed with Extensive Service - should be limited action

12-0972582 Coleman Response: Filed Suit, prepared for final hearing, prepared final
decree. Pro bono attorney appeared at Court hearing prior to case
being dismissed.
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Improperly Closed with Extensive Service - should be Court decision

11-0876221 Hernandez Response — LANWT prepared a will, HIPPA and POA and
obtained Order Granting Independent Admin. No hearings were
held nor further orders in probate matter.

Finding 11: Sampled cases evidenced substantial compliance with CSR Handbook (2008
Ed., as amended 2008), §3.3, Timely Closing of Cases. However, as a number of sampled
cases were inactive, improvement is required.

LANWT agrees with this finding. In addition to training on CSR issues for all staff, LANWT
senior management has already provided in training for the branch managers and supervising
attorneys to show them how to track potentially dormant cases in their offices. Increased
emphasis on regular case reviews with case handlers should address some of these concerns. In
addition, supervisors have been shown how to track both the entry of notes and time in cases so
that case handlers can be made aware when cases are not being properly worked.

LANWT understands that cases don’t necessarily respond to a time-table, but that should not be
an excuse to allow cases to lie dormant. The nature of legal aid is sometimes to race from one
emergency to the next, but senior management is committed to keeping case handlers focused on
their obligations to existing clients, before undertaking new clients.

Finding 12: Sampled cases evidenced substantial compliance with the requirements of
CSR Handbook (2008 Ed., as amended 2011), §3.2, Single Recording of Cases. However, as
six (6) sets of duplicate cases were identified, corrective action by LANWT is required.

LANWT agrees with this finding. LANWT would note that one of the six sets of duplicates
identified by OCE were not, in fact duplicates. The San Angelo Cases: 12-0932249 and 12-
0932225, are in fact a case taken to trial and then later, defending the judgment against an appeal
filed by the opposing party. (See Attachment 12-1) LANWT agrees that avoiding duplicate
cases is a desirable goal and so is using the ACMS to run a “duplicate” report and examine
potential duplicates prior to inclusion. In addition, the Managing Attorneys will also be given
the ability to run this report for their offices.

The OCE also required that LANWT adopt a plan of action to address this issue, and LANWT
has done so as part of its CPA. (See Attachment 2-1) It appears that the LAL referrals may be
playing a part in this triggering of duplicate cases; however, LANWT believes that proper
training and use of the ACMS to mark duplicate cases as such will remedy this issue.

Finding 13: Review of LANWT’s policies and timekeeping records and interviews with the
full-time attorneys who have engaged in the outside practice of law evidenced compliance
with the requirements of 45 CFR Part 1604 (Outside Practice of Law).

LANWT agrees with this finding. The OCE noted that there were lapses in the application of
LANWT’s Outside Practice of Law Policy, and LANWT has investigated same. In addition, the
policy itself was reviewed and has been revised for inclusion in the new LANWT policy manual.
(See Attachment 13-1). LANWT will likely implement an electronic means of tracking both
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new and existing requests for Outside Practice of Law, which will include a date approval was
granted and the date HR is notified when the matter is closed. In this way if a matter remains
open for an extended period of time LANWT administration can follow up if necessary.

Finding 14: Review of LANWT’s cases and policies, as well as a limited review of
LANWT’s fiscal records and interviews with management and staff, evidenced compliance
with the requirements of 45 CFR 1608 (Prohibited political activities).

LANWT agrees with this finding. LANWT’s policy and procedures in this area will be reviewed
as part of the creation of a separate LANWT policy manual, and this topic will be included in the
comprehensive training provided to all staff.

Finding 15: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1609
(Fee-generating cases).

LANWT agrees with this finding. As with other LANWT policies and procedures, this section
will be reviewed as the LANWT policy manual is created. The current CEO will review the
current exceptions and consider new exceptions, upon the recommendation of the senior
management team. This topic will also be covered in the comprehensive training provided to all
staff.

Finding 16: A review of LANWT’s organizational chart, observations of the physical
locations of LANWT s offices, and interviews with the staff indicate that LANWT is in
compliance with 45 CFR Part 1610 (Use of non-LSC funds, transfer of LSC funds,
program integrity).

LANWT agrees with this finding. LANWT’s senior management team is committed to ongoing
review of fiscal and financial policies to insure both that funds are not used inappropriately, but
also that the maximum amount of resources reach the clients in need of legal assistance.
Revisions were made to LANWT’s Accounting Manual as a result of the OCE visit (see Finding
31). The CFO and Director of Administration will be reviewing the Accounting Manual, and
all accounting policies and procedures to insure compliance with all regulations, and to update
and revise as needed.

Finding 17: LANWT is in substantial compliance with 45 CFR Part 1614 (Private attorney
involvement).

LANWT agrees with this finding. LANWT began as an effort of private attorneys to provide
legal services to indigent Texans. Perhaps it is because of those roots that LANWT has always
been committed to the PAI component of its delivery system. The OCE noted that the LSC
requirement is that a recipient dedicate an amount equal to 12.5% of its LSC annualized basic
field award to PAL. LANWT has consistently spent more than this minimum on its PAI efforts.

PAI Case Review: The OCE noted that 12 of the PAI cases reviewed had all activity done by
staff attorneys. In reviewing those cases, it was noted that this occurs almost exclusively when a
staff person attends a clinic and the matter is entered into Legal Server at a later date. It should
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be noted that time billed to such cases by the staff members is reported as staff time, not PAI
time; however, the matter will be raised with the PAI coordinators so that such data anomalies
can be uncovered and fixed. Legal Server can run reports to try and catch these anomalies and
training will be provided to the coordinators to run them.

Finding 18: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff evidenced compliance with 45 CFR §1627.4 (Membership fees and
dues). However, an examination of LANWT’s relationship with the Dallas Volunteer
Attorney Program, as well as its transfer of TIG No 04466 funds to Texas Legal Services
Center evidenced non-compliance with 45 CFR 81627.3(a)(1).

LANWT agrees in part with this finding, specifically LANWT agrees that it is in compliance
with §1627.4 relating to membership fees and dues. LANWT concedes that it has no
documentation beyond that provided to the OCE during their site visit to justify the transfer of
TIG No 0446 funds to Texas Legal Services Center (TLSC). LANWT does not believe that
Dallas VVolunteer Attorney Program is a sub-recipient as defined by 45 CFR §1627.2(b)(1) and
so the relationship does not create sub-grant under 45 CFR 1627.3.

Membership fees and dues. LANWT policies and procedures will be reviewed in 2014 to
ensure continued compliance with this regulation.

TIG No 04466 funds to TLSC. After the OCE visit in March, current LANWT attempted to
locate further information and documentation related to TIG No 04466. LANWT contacted
Texas Legal Services Center to see if they could provide additional documentation, or even
summary information regarding the underlying agreement between LANWT and TLSC. Those
attempts to acquire additional information yielded nothing.

Dallas Volunteer Attorney Program. LANWT believes that the OCE has a fundamental
misunderstanding of the DVAP project and of the relationship between that project, LANWT,
and the Dallas Bar Association (DBA).

1. DVAP Is Not a Separate Legal Entity

A common misperception about DVAP is that it is a separate entity from LANWT. This idea
could not be further from the truth. Pursuant to Section 15 of the Joint Program Agreement
entered into on December 19, 1996 by the Dallas Bar Association and LSNT (the predecessor to
LANWT), it is expressly stated that

“The Joint Program is a cooperative effort among the parties, not a partnership or other
legal entity. Nothing in this Agreement gives any party any proprietary interest in the
assets of another party or any authority to incur obligations or make commitments on
behalf of another party.”

In reality DVAP does not exist as a legal entity at all. It is not incorporated nor is it registered
under the State of Texas as a non-profit organization. It does not have a Texas or Federal Tax ID
number. DVAP’s lack of recognition as a legal entity helps to underscore the misunderstanding
of the OCE that DVAP is somehow to be considered a subgrantee of LANWT. DVAP is merely
the name given to LANWT’s PAI program in Dallas County. LANWT runs a PAI program with
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its own funds as well as funds that are donated by the Dallas Bar Association. The PAI program
is staffed by DBA and LANWT employees, however, each entity retains control over its own
employees. Likewise, there is a joint fundraising agreement that exists to help support the PAI
program. The DBA and LANWT agree to use funds raised annually through the joint fundraising
campaign, to fund the PAI program within Dallas County, which is referred to as DVAP. The
deep level of cooperation between the parties and the long-standing effectiveness of the joint
program does not somehow transform DV AP into a separate legal entity capable of being a
subgrantee under 45 CFR 1627.3(a)(1).

2. Not LANWT’s Intent to Outsource its PAI
While DVAP was indeed created by an agreement between LANWT’s predecessor organization
(Legal Services of North Texas {LSNT}) it was never intended to be an entity separate and apart
from LANWT, nor is that the intent now. DV AP is the PAI component of LANWT that serves
the Dallas area, just as the Equal Justice VVolunteer Program (EJVP) is the PAI component that
serves the rest of LANWT. The DBA devised a way to assist LSNT by shouldering some of the
financial burden previously handled by LSNT. DVAP was not created to “outsource” the PAI
function of LSNT. DVAP has been and currently remains housed within LANWT. , . DBA
employees were, and still are, under the control and subject to the rules and regulations of the
DBA. LANWT employees are likewise subject to LANWT rules and regulations.

3. Financial and Audit Requirements
The OCE states (p.45) that “Recipients are responsible for ensuring that subrecipients comply
with LSC’s financial and audit requirements.” However, DVAP is not a separate legal entity;
DVARP finances are actually LANWT finances. The funds are tracked, paid, and subject to
LANWT accounting policies and practices. When LANWT is audited each year that audit
includes DVAP. When monitors come from the state or LSC to observe or monitor LANWT
activities, DVAP activities are included. Money given by the DBA to help defray the costs of
DVARP is actually money given to LANWT. The funds are placed in LANWT’s accounts,
tracked by LANWT’s accounting system, disbursed according to LANWT’s accounting rules
and regulations.

The OCE points out that the manager of the program is a DBA employee, which is true. But that
alone doesn’t make the program a sub-recipient. The sheer size of the Dallas attorney population
and the number of eligible Texans in the county require a unique approach to be taken. Simply
contacting the approximately 11,000 private attorneys that are members of the DBA, would be
beyond the ability of a normal PAI program. The fact that the DBA recognized this and
undertook to help LANWT administer its PAI program does not create a sub-grant.

4. No Separate Provider of Legal Services
The OCE notes in OLA External Opinion EX-2002-1011 (p47) “...OLA determined that the
provision of office space and secretarial services by grantee at no cost to a separate provider of
legal services is subject to the Part 1627 subgrant provisions.” {emphasis added} LANWT
contends that DVAP is not separate as contemplated within the meaning of this opinion.
LANWT’s DVAP program is factually distinguishable from the Internal Opinion dated February
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19, 1985, which determined that the provision of office space and secretarial services by an LSC
grantee at no cost to a separate provider of legal services is subject to the Part 1627 subgrant
provisions, due to provision of a subsidy with LSC funds. In the instant case regarding LANWT,
there is no separate provider of legal services. DVAP is not a separate legal entity, nor is it
capable of receiving in kind donations. DVAP is LANWT’s PAI program in Dallas County and
the DBA and its staff are assisting at LANWT’s offices and contributing to the effort of LANWT
providing a PAI program.

The DBA employees that work with DVAP are, in essence, volunteers for LANWT. The fact
that they are paid for their time by the DBA is irrelevant to that relationship. Virtually all
volunteer attorneys are paid by someone else, whether they volunteer during office hours, or
afterward. Most law firms that encourage pro bono work grant attorneys time to work on those
pro bono cases and they are still paid for their time. For example, the law firm of Weil Gotshal
& Manges (“Weil”), often provides LANWT with a full time attorney for a three month period
through its Lend-A-Lawyer program. The attorney is an associate level attorney at Weil, and
receives his or her full salary to work at LANWT doing pro bono work through our DVAP
program. The fact that the Lend-A-Lawyer spends his or her time at the LANWT office doing
pro bono, doesn’t make Weil a subgrantee of LANWT because they do the pro bono in
LANWT’s office. The fact that the pro bono volunteer is doing so on LANWT property doesn’t
make Weil a recipient of “in-kind services” or recipients of an LSC subsidy. Likewise with the
DBA employees who work with LANWT on the DVAP program, the fact that they are paid by
someone other than LANWT to assist with provision of LANWT’s PAI program doesn’t turn
DVAP or the DBA into a subgrantee or recipient of an LSC subsidy simply because the pro bono
activity is done in LANWT’s offices. Furthermore, LANWT owns the building that it operates
in, free and clear. LANWT is paying no rent for the space that it occupies, which further
undercuts the premise that it is providing an in-kind subsidy to a separate provider of legal
services. LANWT is not incurring any extraordinary costs in housing DBA employees that work
with the DVAP program. Both LANWT and DBA employees who work on the DVAP program
are using office space that LANWT already owns and would be using to provide a PAI program
even if the DVAP program did not exist.

5. No Separate PAI Program

The OCE further notes in OLA EX-2002-1011 (p 47) “OLA determined that a grantee’s
provision of LSC funds to a separate PAI program constitutes a Part 1627 subgrant.” {emphasis
added.} LANWT again contends that DVAP is not separate within the meaning of this opinion.
DVARP is an integral part of LANWT’s delivery system. LANWT’s DVAP program is also
factually distinguishable from the External Opinion dated March 8, 1994, which determined that
a grantee’s provision of LSC funds to a separate PAI program constitutes a Part 1627 subgrant.
LANWT is not giving DVAP its LSC funds, precisely because DVAP is not a separate legal
entity from LANWT. DVAP is not an example of what has often been seen, where an LSC
grantee farms out its PAI program to another entity or bar association to run and pays the bar
association the 12.5 % of LSC funding that the grantee would have otherwise spent doing PAI in
the county in question. DVAP is actually LANWT’s own PAI program, staffed by LANWT
employees as well as DBA employees who have been assigned to assist in the operation of the
PAI program. Simply put, LANWT is not giving LSC funds (or any other funds) or in kind
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donations to any entity. The DBA and LANWT through their joint fundraising agreement
actually raise hundreds of thousands of dollars annually, in non-LSC funds, to pay for the PAI
program that they jointly work on together. If anything the DBA is more akin to a grantor of
funds to LANWT that in addition to granting LANWT funding for PAI, also provides employees
to LANWT to help work on LANWT’s PAI program. By any measure, neither DVAP nor the
DBA are subgrantees of LANWT merely by virtue of their agreement to work together to
provide a PAI program.

6. Subgrantee status is not appropriate as DVAP is not a separate legal entity, and
could jeopardize DVAP’s continued existence

The DV AP cooperative effort between the DBA and LANWT has won praise throughout the
country for 16 years and is an exemplary model of private bar support, robust annual fundraising
and the donation of private manpower to assist an LSC grantee in its goal of increasing the
provision of pro bono services to the poverty population within its service area. This very
dynamic and very successful cooperative effort is a uniqgue model. The DBA and its employees
and the local attorneys that are members of the DBA are not under a federal or state mandate to
volunteer for pro bono, nor participate with LANWT in the provision of a PAI plan. The
goodwill that exists toward the DVAP joint PAI program and joint annual fundraising campaign
has grown to the point that it has raised in excess of $600,000 in locally donated private funds,
annually for the last several years.

Texas has a proud and independent history and heritage, and the DBA’s relationship with
LANWT has produced a unique, long-term, and mutually beneficial agreement that benefits the
clients in Dallas County. The voluntary nature of that agreement is a cornerstone to its success,
and it is foreseeable that the goodwill that exists between the DBA and LANWT could be
subverted by an attempt by LSC to make DVAP or the DBA a subgrantee. The agreement
between the DBA and LANWT to provide a PAI program for Dallas County is neither
mandatory nor compulsory. It is part of a very organic movement, born of the goodwill of the
attorneys within the local bar in Dallas. LANWT submits that trying to graft subgrantee status on
this unique relationship is not warranted or supported by the facts of how DVAP actually
operates. Therefore, LANWT requests that LSC OCE reconsider and remove its finding that
DVARP is a subgrantee of LANWT that evidences non-compliance with 45 CFR 1627.3 (a)(1).

7. New DVAP Agreement Pending
LANWT’s CEO has recently met with representatives of the DBA, and the parties have been
working on a newly revised version of their Joint Program Agreement. A draft of the revised
Joint Program Agreement is currently being circulated among the parties for adoption prior to
December 31, 2013. LANWT is happy to provide the OCE with a copy of the new agreement
upon request, once it has been signed by the parties.

8. Proper notification to funding sources
Lastly, the OCE states (p. 48) that it did not see evidence that LANWT was providing required
notification to sources of funds donated of $250.00 or more, per the requirements of 45 CFR
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1610.5(a). In response, both LANWT and the DBA provide separate written notice via U.S. mail
to each source of funding in the amount of $250.00 or more. In fact, the CEO of LANWT
currently signs each such notification letter generated by LANWT. An example of one of the
LANWT notification letters as well as one of the DBA notification letters is attached for review
by OCE (See Attachment 18-1). LANWT is willing to provide OCE with additional examples of
such letters upon request.

Finding 19: Review of LANWT’s policies, interviews with management and staff, as well
as a limited review of fiscal and other records, evidenced compliance with the 45 CFR part
1635 (Timekeeping requirements).

LANWT agrees with this finding. LANWT continues to review and revise its policies and
procedures, including the requirement this regulation. Recent training for managing attorneys
included demonstrations on how to run spot checks of timekeeping records, how to check
timekeeping by funding code, case, and case handler.

Finding 20: Sampled cases, as well as interviews with management and staff, evidenced
compliance with the requirements of former 45 CFR Part 1642 (Attorneys’ fees).

LANWT agrees with this finding. LANWT’s Attorneys’ fees policy has been reviewed on two
separate occasions, and training on this matter has been given to all case handlers, as well as to
Managing Attorneys to aid them in administering this policy.

Finding 21: LANWT engaged in LSC funded legislative activity in violation of 45 CFR
§1612.3.

LANWT disagrees with this finding. LANWT supplied information to Lora Rath of the OCE on
June 4, 2013 in response to an inquiry into the matter raised in this finding. On June 18, 2013
Ms. Rath responded, including a finding that LANWT had not violated §1612.3. (See
Attachment 21-1). LANWT respectfully requests that Finding 21 be removed from LSC OCE’s
final report. As previously noted, LANWT is in the process of reviewing and where necessary
revising its policies and procedures. This regulation will be a part of that review, and will be
included in the comprehensive training for all staff on LANWT policies and procedures.

Finding 22: Review of sampled cases as well as interviews with management and staff,
evidenced compliance with the requirements of 45 CFR Parts 1613 (Restrictions on legal
assistance with respect to criminal proceedings) and 1615 (Restrictions on actions
collaterally attacking criminal convictions).

LANWT agrees with this finding. So as not to be repetitive, LANWT intends to include the
regulations sited in Finding 22-30 to be including in the comprehensive review and revision of
all LANWT policies. Some of these policies have already been reviewed and updated (the
response to Finding 29 includes one such revision.) They will also be a part of the
comprehensive training contemplated for all staff.
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Finding 23: Review of LANWT’s policies and sampled files, as well as interviews
management and staff, evidenced compliance with the requirements of 45 CFR Part 1617
(Class actions).

LANWT agrees with this finding.

Finding 24: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1632
(Redistricting).

LANWT agrees with this finding.

Finding 25: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff evidenced compliance with the requirements of 45 CFR Part 1633
(Restriction on representation in certain eviction proceedings).

LANWT agrees with this finding.

Finding 26: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1637
(Representation of prisoners).

LANWT agrees with this finding.

Finding 27: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1638
(Restriction on solicitation).

LANWT agrees with this finding.

Finding 28: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of 45 CFR Part 1639
(Welfare reform).

LANWT agrees with this finding.

Finding 29: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced substantial compliance with the requirements of 45 CFR
Part 1643 (Restriction on assisted suicide, euthanasia, and mercy killing).

LANWT agrees with this finding. The OCE found deficiencies in LANWT’s adopted policy
dealing with §1643.3(a) and (b) and required that LANWT update and submit a new policy that
is in compliance. LANWT has revised this policy and attached same to this response. (See
Attachment 29-1)

Finding 30: Review of LANWT’s policies and sampled files, as well as interviews with
management and staff, evidenced compliance with the requirements of LSC statutory
prohibitions against abortion related legal assistance (LSC Act, §1007(a)(8); 42 USC
§2996f(b)(8)), school desegregation litigation (LSC Act, §1007 (a)(9); 42 USC §2996f(b)(9),
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and Military Selective Service Act or desertion related legal assistance (LSC Act,
81007(a)(10); 42 USC §2996f(b)(10)).

LANWT agrees with this finding.

Finding 31: LANWT is in substantial compliance with the Accounting Guide for LSC
recipients (2010 Ed.) (*“Accounting Guide™) as it maintains adequate supporting
documentation of payments and corresponding reviews and approvals. However,
deficiencies in its internal controls, governing body oversight, and Accounting Manual
were noted.

LANWT agrees with this finding, including the deficiencies noted. LANWT is committed to
maintaining proper financial procedures and controls in all fiscal matters. The CFO and Director
of Administration are in the process of reviewing all aspects of LANWT’s fiscal policies,
procedures, and controls.

The OCE required certain items of LANWT in response to Finding 31including:

1. Review and update its accounting manual and related fiscal policies and submit
same for OCE review. Such review and update should focus on the areas discussed
in this finding but should be guided by the LSC Accounting Guide, Appendix VI,
Accounting Procedures & Internal Control Checklist.

The OCE provided a webinar prior to the release of this Draft Report, and part of that discussion
centered on LANWT’s accounting manual. As has been previously stated, the CFO has been in
his position less than a year, and has taken over at a time that required intensive time given to
budgeting and other fiscal issues—especially as related to the ongoing Collective Bargaining
Agreement negotiations—and has not had time to fully revise and update the accounting manual.
Nevertheless, he has made the following revisions for inclusion in the revised LANWT
Accounting Manual for Central and Branch Offices (as appropriate):

INTERNAL MANAGEMENT REPORTS

It is the responsibility of the Accounting Manager to ensure that the books are closed and the
financial statements are prepared for each month by the fifteenth of the following month. For
example, the financial statements for the month of July should be submitted to Chief Financial
Officer (CFO) no later than August 15", The statements should include the balance sheet and
statement of revenue and expenses for the month. A cumulative comparison of total actual
income and expenses against total budgeted income and expenses along with variances should be
included in the report.

The CFO will review the reports for accuracy, investigate the major variances and forward it to
the Chief Executive Officer (CEO) with a narrative summarizing the explanation for the major
variances. The CEO should use the reports to make sure that all program resources are used
efficiently and effectively and shall forward it to the Board members. The monthly statement of
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cash on hand report will be prepared by the Accountant and submitted by him directly to the
Board Members, CEO and CFO by no later than fifteenth of the next month.

In order to keep the LANWT Board of Directors fully informed by management of information
required for the Board to adequately fulfill its oversight responsibilities, certain reports are
necessary. The following identifies the process, the reports to be distributed, and the frequency
of the reports.

REPORTS FREQUENCY

Statement of Financial Position Monthly

Statement of support, Revenue and Expenses Monthly

Narrative Analysis of above Statements Monthly

Statement of Cash on Hand At Least Monthly

Program Wide Budget with Narrative At Least Annually

Audit Report Annually (Before April 30)
Management Letter from Auditor Annually

BUDGETING

LANWT’s budget is constructed from an analysis of the cost centers and firm functions. That
analysis, which covers both revenues and expenditures are then integrated to create the overall
budget. Preparing the budget begins with matching the cost center data to the accounting
records. The chart of accounts must be sufficiently detailed to facilitate the budget process.
Budgeting is a priority setting process and should take into account the fiscal priorities of the
program, such as staff retention, maximizing efficiency, and delivering the same level and
quality of service throughout the program’s service area. In developing the budget, the
accounting department receives input from mid-level and top managers so that all areas of need
are addressed. The process is driven by reasonable and prudent assumptions on both revenue
projections and operating expenses of each cost center. This insulates the program from
unrealistic expectations on the revenue side, and prepares for greater than normal costs. It is
driven by prudent business judgment of trends in sources of revenue and economic swings using
the most reliable information and forecasting available. It is also driven by the need to maintain
contingent reserves to ensure continuity of services to the client community. These fundamental
factors are the basis for the adoption of an operating budget. As much as possible, the budget
should also be formatted so as to coincide with the format of the management reports. This will
facilitate ease of reading for management and board oversight. Budgeting should include all
anticipated funds expected to be received during the fiscal year. It is important that the budget
should be accompanied by the narrative explaining the assumptions on which it is based. All
costs need to be equitably allocated by source funds within each cost center.
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As preparation of a budget is fundamental to the orderly operation of the firm’s mission, each
budget needs to be approved by the Finance/Budget Committee and by the full Board before the
fiscal year begins. Actual expenditures and revenues must be tracked during the year and
compared to the budget so that significant deviations can be explained, and adjustments can be
plotted as necessary. The overall operating budget should be revised in the middle of the fiscal
year to include changes in the projected revenues and expenses from the first six months. This
mid-year budget should also include approval by the Budget & Audit Committee and the full
Board of Directors.

ELECTRONIC BANKING

The OCE in their visit noted that LANWT does not have a policy or documented procedure for
electronic banking, despite the fact that much of LANWT’s banking business is conducted
electronically. After due consideration, the CFO has put together a step-by-step procedure for
electronic banking transactions, including a breakdown of the duties and responsibilities for each
member of the accounting staff in the process. That procedure is as follows: (this procedure
would be included in tab 8 of the current LANWT accounting manual)

The general goal behind electronic banking is the efficient handling of program’s funds with
prudent level of control and safeguard of the funds. As technology improves and new methods
of banking evolve, this procedure will be evaluated and revised as needed. The CFO
understands that with the advent of smart-phones, tablets, banking “apps”, and other innovations,
the need to be flexible and still secure LANWT funds is paramount. LANWT contemplates at
this time that the following electronic banking measures are prudent and proper for the program.

The types of authorized electronic banking activities include:
-Electronic receipt arrangements with grantors and donors/contributors
-Other inbound electronic fund receipts arrangements

-Electronic vendors and payment arrangement

-Electronic payroll (Direct Deposit Payroll)

-Electronic employee expense payment arrangements

-Other outbound electronic disbursement arrangements

-Wire transfers

Authorized Users and their duties are separated as follow:

USER 1: Accounting Assistant

Duties include:

-Enter all payables

-Designate between positive pay type checks and ACH vouchers
-Transfer files to the bank electronically

-send E mail to approvers requesting approval

USER 2: Payroll Clerk

Duties Include:
-Transfer payroll file electronically to the bank for direct deposit of paychecks
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-Send e mail request to approver to approve the payroll transfer

USER 3: Accountant

Duties Include:

-Deposit incoming checks electronically

-Send wire transfer (e.g. to BC/BS, Flex Plan Payments etc.)

-Access bank account in order to update the cash flow report

-Act as a backup approver for ACH and positive pay

-Reconcile all electronic donations deposits from ‘Greater Giving’ with statements received from
them

USER 4: Accounting Manager
-Verify the electronic deposits and transfer of funds with General Ledger and other reports
-Approve ACH, Positive Pay and other wire transfer for the first level of approval

USER 5: Chief Financial Officer
-Verify the electronic deposits and transfer of funds with General Ledger and other reports
-Approve ACH, Positive Pay and other wire transfer for the second and final level of approval

The bank will be promptly informed when the authorized user/employee should leave the
employment and the replacement will be promptly appointed by CFO. CFO will keep a record of
which security token has been assigned to which employee and when the user no longer requires
token, it should be promptly returned to CFO.

As far as recording the electronic transactions to the General Ledger, Accounting Manager
makes the journal entry at the time of approving the transaction and also verifies that all the
electronic transactions have been journalized when approving the monthly bank reconciliation.

STEP BY STEP PROCEDURE FOR ELECTRONIC BANKING: (For Accounting
Assistant to follow)

Before Sending ACH File — Step 1
EMPLOYEES VOUCHERS - Send Message

1. Log into Frost Bank Cash Manager

2. Click “Contact Us”

3. Highlight “ACH Authentication”

4. Click ADD

5. Complete form with the following information:
ACH Short Name: Legalaidl

ACH Account Name: Legal Aid of Northwest Texas
Effective Date: Deposit Date

Total amount of vouchers:

File Type: Credits

Contact Name:

Contact Number:

GTMmMOO >
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H. Leave after Hour Contact: BLANK

6. Click “Send”
7. Click- Close
Sending Positive Pay File — Step 2
CHECKS
1. Click “Positive Pay”
2. Click “Import Issues”
3. Click “Import”
4. Under File Format Field-Click down arrow and select AP UPLOAD
5. Click “Browse and find file (K:\FROST BANK AP CHECK REGISTER)”
6. Click “Open”
7. Click “Submit at bottom of screen”
8. This will bring up the IMPORT FILE Summary
9. Locate file submitted and CLICK “REFRESH”
10. Import states should be: FILE IMPORT SUCCESS
11. Click “Close”
SENDING ACH DEPOSITS -STEP 3
EMPLOYEE VOUCHERS
1. Click ACH
2. Click Create Payments
3. Profile Field S/B: “AP ACH Payments” (everything else should be grayed out)
4. Click Next
5. Payment already created, CLICK — OK to create again
6. Under General tab in Effective Entry Date field CLICK on the calendar and

select Deposit Date
7. Click Transaction Tab
8. Click Import button
9. Click Browse button
10.Select ( M:\EPayAP\ACHAP.txt)
11.Click OPEN
12.Click Overwrite Existing button
13.Click OK
14.Click OK to warning message that pops up
15.This will bring you back to the ACH Summary page
16.Highlight Imported file —Click REFRESH (Wait till pending review)
17.Click Modify button
18.Click Transaction button
19.Click Blue box at top of names, this will Highlight all the names for payment
20.Make sure number of transactions and dollar amount matches Voucher register
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21.Click Submit button

22.This will bring back the ACH Summary screen

23.Status of file should now be: PENDING 1 APPROVAL

24.L.0G OUT

25. Email CFO, Accounting Manager and Accountant: ACH DEPOSIT and

POSITIVE PAY are ready for approval. On the email put the number of checks
and vouchers and the dollar amount for ACH and Positive Pay.

PAYROLL/TIMEKEEPING

The OCE noted in its visit that LANWT’s Accounting Manual did not have a specific
timekeeping policy for “non-legal staff”. LANWT has revised its overall timekeeping policy to
include non-legal staff. In addition, the CFO has drafted the below policy to be included in Tab
11, “Payroll” of the Accounting Manual for Branch Offices.

Employees are paid every other Thursday. Each employee must submit written timesheets
reflecting their hours worked to their supervisor for approval. Timesheets are generally due by
the end of the work day on Friday before the next regularly scheduled pay day. Employees are
strongly encouraged to have their paychecks directly deposited into their bank accounts. Please
contact Human resources for information on how to arrange this. If employees do not have a
bank account, Human Resources may offer assistance on how to set one up. Employees must
immediately notify Human Resources in the event of a mistake in their payroll, whether the
mistake is to LANWT’s benefit or theirs. Please note that failure to report an overpayment in
payroll or in an expense reimbursement may result in disciplinary action including termination.

All employees of LANWT are assigned a funding source for the majority of their duties. The
CFO and accounting staff understand that not all duties are permitted by all funding sources, and
so some cross billing by attorneys and paralegals will occur from time to time. The funding
source for each employee will be available on the LANWT intranet site on the accounting page.
Attorneys and paralegals should follow timekeeping procedure set out in the Advocacy Manual.
All the non-legal staff should ensure that their time is charged to their designated funding source.

Prior to processing the payroll on Tuesday, the payroll clerk will verify to ensure that the
timesheets are approved by the respective supervisors, all new hires, terminations and rate
changes should be approved by not only HR Director but also by Deputy Director.

Once the payroll is processed by the payroll clerk, the accounting assistant will examine the
payroll register to ensure that all the payroll changes are processed accurately. This needs to take
place prior to releasing the pay checks to employees. After every payroll, the accounting
assistant will also prepare reconciliation between the payroll deductions for 401K and premium
deductions to make sure that the amount reconcile with the HR records. These reconciliations
should be then approved by CFO.

Before books are closed for the month, the accounting manager will verify that the hours charged

on the timesheets to each of the project or funding source are in compliance with the respective
funding criteria of that funding source or the project.
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Occasionally, the duties of preparing the payroll will be rotated among accounting personnel to
ensure the proper internal control and also to make sure that there is a trained back up to process
payroll in case of emergency.

TRAVEL

During its visit, the OCE noted a potential flaw in LANWT’s travel policy as it is applied to the
CEO. The travel policy requires that requests for travel and training, and reimbursement for
same are to be approved by the employee’s supervisor. In the case of the CEO such approvals
are made by the Deputy Director. The OCE noted that the CEO’s Travel Expense Claim Form
for travel by LANWT’s CEO had not been approved by the Deputy Director as required by the
Travel Policy. However, at that time, LANWT did not have a designated Deputy Director and
no one had been designated to carry out those duties normally handled by the Deputy Director.
LANWT now has a Deputy Director, and that person is designated to sign all travel documents
on behalf of the firm. OCE noted, correctly, that the CEO’s supervisor is the Board of Directors;
however, obtaining timely approval of travel requests and reimbursement for the CEO by Board
Action would be cumbersome and potentially problematic. Providing the Budget and Audit
committee copies of the CEO’s travel documents as part of the quarterly Board Package would
seem to satisfy the need for Board oversight of the CEQ’s activities, while not unduly delaying
the approval process for both travel and reimbursement.

Therefore, LANWT is proposing the following change to the Travel First paragraph in ‘General’
section of the Travel policy needs to be modified as follows:

“Request for all travel expenses for Managing Attorneys shall be approved by Deputy Director,
or in his/her absence by the Director of Administration. Requests for travel expenses for the
CEO for travel within the State of Texas shall be approved by the Deputy Director, and copies of
all requests for said travel and reimbursement for the CEO shall be included in the quarterly
board information package. Should the CEO be required to travel outside of the State of Texas,
that travel request and any associated travel expense reimbursement shall be signed by the Board
Chair.”

{Please note that while LANWT has endeavored to address each of the deficiencies noted in the
OCE visit and in Finding 31, these revisions are by no means exhaustive. The CFO has already
begun the revision process, addressing such issues as correcting mistakes within the policies (as
that pointed out in footnote 50 or p. 60). He is also cleaning up the discrepancies that the new
Organization Chart has created within some of the policies and procedures. LANWT wants to
make clear that it is our intention of analyze all fiscal policies and procedures, and to revise or
update those that require such.}

2. Provide sufficient information to show that the costs of the computer scanners

and content server would have met the requirements of the PAMM (Property
Acquisition and Management Manual)
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With regard to the purchase of 27 computer scanners purchased during 2012, the OCE noted that
while no single expenditure exceeded the $10,000.00 threshold set for LSC pre-approval under
the PAMM, the aggregate was $18,635.00 in a single year (p. 65). The OCE has asked LANWT
to provide information to show that the costs would have met the requirements of the PAMM.
Unfortunately, LANWT has no such documentation. The decision to go “paperless” was made
in early 2012, and the Deputy Director and CFO made arrangements to implement this project
with some input from the Directors of Litigation and with consultation with IT. The IT manager
urged that prior to the implementation of the full project, that a test of the paperless system
should be implemented. To effectuate that test, certain offices were selected and provided with
scanners in March of 2012. Once the implementation had a modicum of success, scanners were
purchased for the remaining LANWT offices in April of 2012. It was hoped that those purchases
would be sufficient to meet the needs of the paperless project; however, the volume of cases in
certain offices mandated the need for more scanners to meet the increased needs. Over the
course of the year, 10 more scanners were purchased. Since the project was intended to cover all
LANWT offices, perhaps the LANWT’s CEO and CFO should have considered the purchase as
a single acquisition and met the requirements of the PAMM. However, as no actual purchase
exceeded the $10,000.00 threshold they felt that prior approval was not required. LANWT’s
current management has no more information concerning these purchases than it has already
provided to the OCE, and interviews with LANWT employees who were peripherally involved
in this purchase can only offer that to the best of their knowledge, there was no intention to
circumvent the PAMM requirements and that the purchases were made pursuant to a plan
designed to meet a specific goal.

With regard to the purchase of the Tandberg content server, again LANWT can provide no more
documentation than was provided to the OCE at their site visit. An interview with the IT
manager revealed that there was no opportunity to obtain three bids for the server, due to the
proprietary nature of the equipment. LANWT’s video conference equipment is Tandberg
equipment, and the content server necessary to record conferences, depositions, and video
presentations must be Tandberg to work with the system in place. The IT manager stated that the
CEO made the decision to purchase the equipment and that LANWT’s normal accounting
procedures for purchasing equipment were followed. (That documentation was provided to OCE
at its site visit.) However, the current CFO and CEO acknowledge that the then CFO and CEO
knew or should have known that the purchase of the content server exceeded the $10,000.00
threshold for LSC approval, and that such approval should have been sought. LANWT can only
offer that the equipment was deemed to be necessary at the time, and that the content server
purchased was the only choice and purchased from the only vendor. LANWT’s current
management is keenly aware of the potential financial risks that single source vendors provide
and so is careful to seek alternatives. In addition, the current CFO and CEO are committed to
following the rules and regulations set for the management of LSC funds (and all other funds)
entrusted to LANWT. The goal was to save costs over the course of time by permitting each
office to reduce deposition costs, to record and store presentations and trainings, and to permit
the firm to establish a record of broadcasted policy and procedure meetings.

Again, LANWT regrets that it cannot provide further documentation, and that the sources of

first-hand information are so limited. As a result of these purchases, and the lack of pre-
approval from LSC, the CFO has revised the procedure for purchases over $10,000 as follows:
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Plan of Action for obtaining prior LSC approval:

If more than $10,000 of LSC funds is to be used to purchase an individual item of personal
property, or an aggregate purchase of multiple items for the same project or program within a
three month period, LSC approval must be requested and received prior to purchase. A request
for prior approval must include:

1. Three quotes for different vendors, or an explanation of why three quote cannot be
obtained; and,

2. A letter or memorandum containing:

(a) A statement of need explaining how the acquisition will further the delivery of legal
services to eligible clients;

(b) A brief description of the property, including make and manufacturer of the item,
name of the source supplying the item, the quantity to be acquired, and the total dollar
amount of the acquisition; and,

(c) A brief description of the acquisition process, including names of the potential
sources who submitted quotes, amount of the quotes, quantity of items offered by
sources, and a brief explanation of the reasons for selecting a particular source. In the
absence of quotes, explain what circumstances prevented obtaining quotes.

3. An electronic copy of the letter or memorandum above will be kept on the Accounting
Server in a separate file containing only such memoranda and documentation for
qualifying purchases. The hard-copy of the signed memoranda will be kept in a separate
binder and will be subject to LANWT’s document retention policy for accounting
paperwork.

4. Notice of such requests will be included in the CFO’s report to the Budget and Audit
Committee of LANWT’s Board of Directors.

3. Develop a plan of action to ensure that its “annual inventory” is conducted in a
manner consistent with its property policy.

An examination of the *“annual inventory” process noted a few potential issues, and some
instances of LANWT not following its documented procedures. Specifically, the OCE noted that
LANWT’s property subsidiary records were incomplete, and so the CFO has implemented a
policy to modify said records to include the book value of the asset and estimated life of the
asset. LANWT’s “annual inventory” process has been ongoing as this modification is being
made, but it is the intention of LANWT’s CFO that this change be implemented to cover the
current year (2013).

In response to another comment regarding the inventory process, LANWT has already modified
the property inventory form to accommaodate review and signature line for the managing
attorney. (See Attachment 31-1.) The accountant has been trained to implement the policy as
written. Since it has been two years since the last inventory, we are currently in the process of
taking inventory of all our offices and our administrative staff is ensuring that each of the
managing attorneys reviews the inventory taken for their offices and signs the attached form.
Including the branch manager in this process will add another layer of checks and controls so
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that accurate information is gathered from the branch offices. In addition, the branch managers
will have more input into the system and will be more aware of their duty to safeguard the assets
of the firm.

4. Develop a plan of action to ensure compliance with its policy regarding checks
outstanding for more than one year.

LANWT’s policy requiring that checks outstanding for more than one year be promptly voided is
now strictly enforced. The employee responsible for reconciling has been instructed to check the

age of outstanding checks on each reconciliation, and when those that are more than one year old
are found, they are to promptly void those checks. In addition, the accounting manager and CFO
will both verify this action when approving the reconciliations.

5. Develop a plan for improving governing body fiscal oversight and submit same
for OCE review.

The OCE noted that LANWT’s Board of Directors has been less engaged than ideal over the past
few years. In the interviews with current management and board members, it was revealed that
previous management sometimes gave the Board minimal financial information, and that
information was not always sufficient for the Board to perform its oversight functions. The new
LANWT CEO is a long-time former board member, who understands the fiduciary duties of the
board, and the Board’s need for complete and accurate information. He is committed, as is the
new CFO, to keeping the Board advised of the financial condition of the program so that the
Board can provide meaningful guidance and oversight. To evidence this, commitment, LANWT
has developed the following plan of action to engage the Board of Directors.

The Budget and Audit Committee of the Board will perform the functions of the Financial
Oversight Committee as suggested in the LSC Accounting Guide (2010 Ed.). The committee
members will review and familiarize themselves with fiscal guidelines as detailed in the LSC
Accounting Guide. The CFO will make himself available to members of the committee to assist
them in understanding the Accounting Guide if necessary. The duties of the Budget and Audit
Committee will be defined and communicated to the CEO and Senior Management Team
through the Board’s bylaws and resolutions. In the future, LANWT will actively attempt to
recruit a new member of the Board that is a financial expert or has a strong background in
financial management. If LANWT can secure said Board member, LANWT will make certain
that said member serves on the Budget and Audit Committee, at a minimum, if not serving as
Board Treasurer/Chair of that Committee.

LANWT’s CEO and CFO will encourage the Board to ensure that the duties of the Budget and
Audit Committee include: review and revision of the LANWT operating budgets and make
recommendations to the full board of directors; review accounting and control policies; review
monthly financial reports with CFO; review the audited financial statements, management letter,
and senior staff’s responses with staff and auditors; regularly review and make recommendations
about investment policies; coordinate board training on financial matters; and act as liaison
between the program and the full board on fiscal matters.
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As has been its previous practice, the Budget & Audit Committee will have the primary role in
selection and hiring of LANWT’s external audit firm; as well as setting the compensation for
and overseeing the activities of the external audit firm; then reporting its recommendations to the
full Board for adoption. The Budget & Audit Committee will also be responsible for reviewing
the annual IRS form 990 and form 5500 for completeness, accuracy and on-time filing and
providing assurances of compliance to the full board; and ensuring the recipient’s operations are
conducted and managed in a manner that emphasizes ethical and honest behavior, compliance
with applicable laws, regulations and policies, effective management of the recipient’s resources
and risks, and accountability of persons within the organization.

The LANWT Board of Directors has already taken steps to amend its by-laws to include
requirements that Senior Management positions and compensation be subject to board review.
In its June 2013 Board Meeting, the LANWT Board received fiscal training covering the basics
of board oversight functions for the entire board, and more detailed information for the Budget
and Audit Committee. In addition, the Budget and Audit Committee meets regularly, beyond
scheduled Board meetings, and those meetings are attended by the CEO and CFO. The entire
Board receives regular financial reports, including overviews of revenues, expenditures, cash
flow, and performance indicators of cases closed year to date. This flow of communication, as
much as anything, should engage the Board and keep them focused on their fiduciary duties to
the program.

6. Revise its Records Retention and Records Destruction policy for its business and
accounting records to ensure that the specified retention requirements meet LSC’s
current minimum guidelines as contained in the LSC Accounting Guide (2010 Ed.),
Appendix 11, Description of Accounting Records—Retention Times for Nonprofit
Records and submit same to OCE for review.

LANWT’s inability to produce some of the documentation requested by the OCE has highlighted
the need for comprehensive review of our records retention policy. The interim Deputy Director
(Doug Stevick) had begun the process when it was brought to his attention by OCE during their
site visit in March 2013. The policy revision is complete and the new Records Retention Policy
is attached to this response. (See Attachment 31-2) The policy designates the official Custodian
of Records for the firm, and contains guidance for the retention of electronic files as well.

Finding 32: Interviews and a limited review of TIG related activities, practices, and
documents relating to TIG No 04466 evidenced compliance with 2004 TIG grant
assurances Nos. 6 and 10 but non-compliance with 45 CFR part 1627. Moreover, LANWT
failed to properly document costs and activities related to the TIG.

LANWT agrees with this finding. As noted in our response to finding 18, LANWT has been
unable to locate more documentation on this TIG than was provided to the OCE during their site
visit. LANWT’s previous CFO’s and CEQ’s did not keep adequate records for LANWT to
respond to this finding; or if they did keep such records, those records cannot be located despite a
diligent search. Between January and March 2013, LANWT’s current CFO and the interim CEO
at the time (Charles Grimm), tried repeatedly to obtain information from Texas Legal Services
Center (TLSC) prior to the site visit and TLSC was unable to provide any documentation on the
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TIG. Follow up requests by LANWT’s CFO after the OCE site visit yielded no more than the
initial inquiries. While the result is clear that the work was accomplished as evidenced by the
documentation originally provided, TLSC either kept no records or has lost or destroyed the
records associated with this TIG.

Finding 33: Interviews and a limited review of TIG-related activities, practices, and
documents relating to TIG No 04467 evidenced compliance with 2004 TIG grant
assurances Nos. 6 and 10 and applicable LSC regulations, rules, and guidelines.

LANWT agrees with this finding. This project was very successful and many applicants
LANWT was unable to assist with extended service have obtained some measure of assistance
from the websites and forms created with this TIG. It continues to be a resource for LANWT
PAI attorneys who may be unfamiliar with public interest law as well.

CONCLUSION:

LANWT would like to take this opportunity to thank the OCE for their guidance and assistance
through this difficult process, and thank them for the opportunity to respond to the Draft Report.
These reviews are never easy, and require a tremendous number of hours to complete. The
findings reported to LAWNT, although sometimes difficult to hear, are necessary to help us in
the completion of our mission. The OCE’s visit has highlighted both strengths and weaknesses
in LANWT, and we consider this an opportunity to address both.

The new CEO and new senior management team are committed to taking the lessons learned
from this visit and using the findings to build a stronger and more responsive program. Many of
the procedures in place are more than ten years old, and haven’t been undergone serious revision
in all that time. Practice guides have been updated piecemeal, rather than comprehensively.
Best practices tips have been reactive rather than proactive, and tend to be applied inconsistently
throughout the program. This is an opportunity to change that process, to address systemic
issues globally so that LANWT’s delivery system is more responsive to the needs of the clients
while still abiding by the rules and regulations of our funders. LANWT is committed to serving
the needs of our clients, maximizing the limited resources we have to reach the broadest base we
can.
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ATTACHMENTS:

2-1:  Comprehensive Plan of Action

2-2:  Office Intake Procedures & Uniform Intake Form
3-1:  Financial Eligibility Policy

3-2:  Cases with 1611.5(b) Compliance

5-1:  Case with Citizenship or Eligible Alien Documentation
6-1:  Cases with Signed Retainer Agreements

6-2:  Retainer Agreement Policy

9-1:  Cases with Documented Legal Assistance Provided
12-1: Cases not Duplicates

13-1: Outside Practice of Law Policy

18-1: Donor Letters

21-1: OCE Response to 1612.3 Inquiry

29-1: Revised Assisted Suicide Policy

31-1: Biennial Inventory Form

31-2: Records Retention and Destruction Policy

Total: 15 Attachments

6 pages
8 pages
7 pages
26 pages
22 pages
4 pages
1 page
11 pages
3 pages
2 pages
2 pages
2 pages
1 page

1 page

4 pages

99 pages
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