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I. EXECUTIVE SUMMARY

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

Finding 2: LSEM’s intake procedures and case management system generally support
compliance related requirements; however, exceptions were noted regarding screening
some walk-in applicants for citizenship/alien eligibility.

Finding 3: LSEM maintains the income eligibility documentation required by 45 CFR Part
1611, CSR Handbook (2008 Ed., as amended 2011), § 5.3, and applicable LSC instructions.
However, a revision to its financial eligibility policy is warranted to demonstrate
compliance with this regulation.

Finding 4: LSEM maintains asset eligibility documentation as required by 45 CFR 8§
1611.3(c) and (d) and CSR Handbook (2008 Ed., as amended 2011), § 5.4.

Finding 5: LSEM is in compliance with the requirements of 45 CFR Part 1626
(Restrictions on legal assistance to aliens). However, LSEM’s written policy must be
modified to comply with 45 CFR § 1626.12.

Finding 6: LSEM is in substantial compliance with the retainer requirements of 45 CFR §
1611.9 (Retainer agreements).

Finding 7: Sample cases, interviews, and a review of LSEM'’s policies evidenced
substantial compliance with the requirements of 45 CFR Part 1636 (Client identity and
statement of facts). However, LSEM’s written policy must be modified to comply with 45
CFR Part 1636.

Finding 8: Sampled cases indicated that LSEM is in compliance with the requirements of
45 CFR 88 1620.3(a) and 1620.6 (Priorities in the use of resources). However, LSEM’s
written policy must be modified to comply with 45 CFR § 1620.4.

Finding 9: LSEM is in substantial compliance with the requirements of the CSR
Handbook (2008 Ed., as amended 2011), § 5.6 (Description of legal assistance provided).

Finding 10: LSEM’s application of the CSR case closure categories is generally consistent
with Chapters VI1II and IX of the CSR Handbook (2008 Ed., as amended 2011), however,
there were some exceptions.

Finding 11: LSEM is in compliance with the requirements of the CSR Handbook (2008
Ed., as amended 2011), § 3.3 (Timely closing and dormant cases).



Finding 12: LSEM is in compliance with the requirements of the CSR Handbook (2008
Ed., as amended 2011), § 3.2 regarding duplicate cases.

Finding 13: Review of the timekeeping records and interviews with full-time attorneys
evidenced that LSEM is in compliance with the requirements of 45 CFR Part 1604 (Outside
practice of law). However, LSEM’s written policy must be modified to comply with 45 CFR
Part 1604.

Finding 14: A limited fiscal and sampled cases reviewed, as well as interviews with
members of management and staff, evidenced compliance with the requirements of 45 CFR
Part 1608 (Prohibited political activities).

Finding 15: Review of the recipient’s sampled cases, as well as interviews with members of
management and staff, evidenced compliance with the requirements of 45 CFR Part 1609
(Fee-generating cases), and no fee-generating cases were noted. However, LSEM’s written
policy needs to be modified to comport with 45 CFR Part 1609.

Finding 16: A limited review of LSEM’s accounting and financial records indicated
compliance with 45 CFR Part 1610 in regard to the use of non-LSC funds, transfers of LSC
funds and program integrity. LSEM is in compliance with 45 CFR § 1610.5 (Notification).

Finding 17: LSEM is in compliance with 45 CFR Part 1614 which is designed to ensure
that recipients of LSC funds involve private attorneys in the delivery of legal assistance to
eligible clients. LSEM has met their required 12.5% PAI expenditures for the years 2012
and 2013.

Finding 18: LSEM is in compliance with the requirements of 45 CFR Part 1627 which
prohibits recipients from using LSC funds to pay membership fees or dues to any private
or nonprofit organization and regulates the requirements for all subgrants. However,
LSEM’s written policy requires modification to fully comply with 45 CFR Part 1627.

Finding 19: Review of the recipient’s policies, as well as interviews with members of
management and staff, evidenced that LSEM is in compliance with 45 CFR Part 1635
(Timekeeping requirement).

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

Finding 21: Review of sampled cases, as well as interviews with members of management
and staff, evidenced compliance with the requirements of 45 CFR Part 1612 (Restrictions
on lobbying and certain other activities). However, LSEM’s written policy requires
modification to comply with 45 CFR § 1612.11. Special Grant Condition (“SGC’’) number
four (4) imposed on LSEM in 2014 has been satisfied and complied with.



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

Finding 23: Review of the recipient’s policies and sampled cases, as well as interviews with
members of management and staff, evidenced that LSEM is in compliance with the
requirements of 45 CFR Part 1617 (Class actions).

Finding 24: Review of sampled cases, as well as interviews with members of management
and staff, evidenced that LSEM is in compliance with the requirements of 45 CFR Part
1632 (Redistricting).

Finding 25: Review of sampled cases, as well as interviews with members of management
and staff, evidenced that LSEM is in compliance with the requirements of 45 CFR Part
1633 (Restriction on representation in certain eviction proceedings). However, the written
policy needs modification.

Finding 26: Review of the recipient’s policies and sampled cases, as well as interviews with
members of management and staff, evidenced that LSEM is in compliance with the
requirements of 45 CFR Part 1637 (Representation of prisoners).

Finding 27: Review of the recipient’s policies and sampled cases, as well as interviews with
members of management and staff, evidenced that LSEM is in compliance with the
requirements of 45 CFR Part 1638 (Restriction on solicitation).

Finding 28: Review of the recipient’s policies and sampled cases, as well as interviews with
members of management and staff, evidenced that LSEM is in compliance with the
requirements of 45 CFR Part 1643 (Restriction on assisted suicide, euthanasia, and mercy
killing).

Finding 29: Review of sampled cases and interviews with members of management and
staff, evidenced that LSEM is in compliance with the requirements of certain other LSC
statutory prohibitions (42 USC 2996f § 1007 (a) (8) (Abortion), 42 USC 2996f § 1007 (a) (9)
(School desegregation litigation), and 42 USC 2996f § 1007 (a) (10) (Military selective
service act or desertion).

Finding 30: Review of LSEM’s policies evidenced substantial compliance with the
requirements of 45 CFR Part 1644. (Disclosure of case information). LSEM must modify
their written policy pertaining to 45 CFR Part 1644.

Finding 31: The Accounting Manual was reviewed and it was determined that it was in
general compliance with LSC’s requirements. However, the Board of Directors (“BOD”)
did not review and approve the Accounting Manual as required by LSC’s Accounting
Guide.



Finding 32: A review of the Segregation of Duties Worksheet, a matrix of internal controls
and the employees who perform financial functions, designed by OCE and completed by
the Director of Finance (“DF”), disclosed that there are strong segregation of duties
within the financial processing of transactions at LSEM.

Finding 33: Based upon an interview with the Treasurer of LSEM’s BOD and a limited
review of BOD meeting minutes for the time period of June 2013 to July 2014, it was
disclosed that LSEM’s BOD is in compliance with LSC’s regulations and requirements.

Finding 34: A limited review of the cash receipts was performed for selected receipts
recorded in the operating checking account in May 2014. The review disclosed that LSEM
has adequate policies and proper internal controls surrounding cash receipts, which are in
compliance with LSC’s requirements.

Finding 35: A limited review of cash disbursements evidenced that LSEM has adequate
policies and procedures which include proper internal controls surrounding such
disbursements, and in compliance with LSC’s requirements.

Finding 36: A limited review of the policies and procedures surrounding expense reports
and credit card statements and the processing of such transactions disclosed compliance
with LSC’s requirements.

Finding 37: Travel advances disclosed that there are proper internal controls and
procedures surrounding the transactions.

Finding 38: A limited review of the bank account reconciliations for compliance with the
LSC Accounting Guide and LSEM’s policies and procedures disclosed that bank
reconciliations are not being approved by an employee independent of the accounting
function, as required by LSC.

Finding 39: A review of LSC Accounting Guide requirements compared to LSEM’s
policies and procedures concerning client trust accounts, and a limited review of
transactions within the funds during May 2014, disclosed compliance with LSC’s and
LSEM’s requirements.

Finding 40: A limited review of LSEM’s petty cash policies and procedures revealed
compliance with LSC’s regulations, and a review of the St. Louis Office’s petty cash
transactions for the month of February 2014 disclosed no deficiencies or weaknesses.

Finding 41: A limited review of LSEM’s fixed assets policies and procedures disclosed
compliance with LSC requirements. Additionally, a review of the fixed asset ledger and
selected assets disclosed compliance with LSC’s requirements.

Finding 42: A review to determine if LSEM’s purchasing policies and procedures were in
compliance with LSC’s requirements was conducted and disclosed that bids are not
always obtained for purchases over $5,000.



Finding 43: A limited review of LSEM’s payroll policies and procedures and the
processing of a sample of pay checks during the payroll period disclosed general
compliance with LSC’s requirements and recommendations. However, the payroll
procedures do not state that the payroll is to be reviewed and approved by an employee
independent of the payroll function.

Finding 44: The security surrounding the Information Technology (“IT”’) systems at
LSEM is adequate and in compliance with LSC’s requirements.

Finding 45: A review conducted of LSEM’s Record Retention Policy and the related
procedures disclosed compliance with LSC’s requirements.

Finding 46: The review of the insurance policy disclosed that LSEM is in compliance with
45 CFR Part 1629 (Bonding of Recipients).



1. BACKGROUND OF REVIEW

On September 8-12, 2014, the Legal Services Corporation’s (“LSC”) Office of Compliance and
Enforcement (“OCE”) conducted an on-site Compliance Review at Legal Services of Eastern
Missouri, Inc. (“LSEM”). 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.), and the Property Acquisition and
Management Manual. The visit was conducted by a team of four (4) attorneys and two (2) fiscal
compliance analysts. Five (5) members of the team were OCE staff members and one (1)
member was a temporary employee.

LSEM’s main office is located in St. Louis, MO and the program has branch offices in Hannibal,
Union, and in the St. Louis County Family Court Project office, located in St. Louis, MO.
LSEM provides legal assistance in civil cases in the areas of family, housing, consumer,
education, health care, immigration, public benefits, income maintenance, community economic
development, and problems specific to the elderly.

LSEM’s LSC Grantee Profile indicates a total staff of 66, including 28 attorneys, 21 paralegals,
and 17 “other” staff. In 2014, LSEM’s Basic Field Grant was $1,958,043, in 2013 it was
$1,819,733 and, in 2012, it was $1,846,684.

In its 2013 submission to LSC, LSEM reported 4,789 closed cases, of which 66.2% were closed
as limited service cases, and 33.8% were closed as extended service cases. In its 2012
submission, the program reported 5,659 closed cases, of which 63.1% were closed as limited
service cases, and 36.9% were closed as extended service cases. LSEM’s 2013 self-inspection
certification revealed a 5.0% error rate in CSR reporting and LSEM’s 2012 self-inspection
certification revealed a 1.1% error rate in CSR reporting. The excepted cases in the 2013 self-
inspection submission were: cases where household income was over 125% but not over 200%
of the poverty line and the required documentation was not in the file; non-telephone cases
which lacked citizenship attestation or documentation of alien eligibility (and the client was not
eligible under VAWA 2006 or TVPA); counsel and advice or limited action cases opened prior
to October 1, 2011, and not falling under the exception 3.3 (a) (ii) of the CSR Handbook (2008
Ed., as amended 2011); not falling under the exception in 8 10.3 of the CSR Handbook (2008
Ed. as amended 2011); and cases reported more than once in 2013 with the same client, problem
code, and set of facts.

The on-site review was designed and executed to assess LSEM’s compliance with basic client
eligibility, intake, case management, regulatory and statutory requirements, and to ensure that
LSEM correctly implemented the 2008 CSR Handbook, as amended in 2011. Specifically, the
review team assessed LSEM for compliance with the regulatory requirements of: 45 CFR Part
1611 (Financial eligibility); 45 CFR Part 1626 (Restrictions on legal assistance to aliens); 45
CFR 88 1620.4 and 1620.6 (Priorities in use of resources); 45 CFR 8§ 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 and
1615 (Restrictions on legal assistance with respect to criminal proceedings and Restrictions on
actions collaterally attacking criminal convictions); 45 CFR Part 1617 (Class actions); 45 CFR
Part 1632 (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); 45 CFR Part 1643 (Restriction on assisted suicide, euthanasia, or mercy killing);
and 42 USC 2996f § 1007 (Abortion, school desegregation litigation and military selective
service act or desertion); and whether the program’s policies and procedures compared favorably
to the elements outlined in Chapter 3-Internal Control/Fundamental Criteria of an Accounting
and Financial Reporting System of the Accounting Guide for LSC Recipients (2010 Ed.).

In preparation for the visit, by letter dated June 6, 2014, OCE requested that LSEM provide
certain case lists. Case lists requested included all cases reported in its 2012 CSR data
submission (“closed 2012 cases”), all cases reported in its 2013 CSR data submission (“closed
2013 cases™), all cases closed between January 1, 2014 and July 15, 2014 (“closed 2014 cases™),
and all cases which remained open as of July 15, 2014 (“open cases”). OCE requested that two
(2) sets of lists be compiled - one (1) for cases handled by LSEM staff and the other for cases
handled through LSEM’s PAI component. OCE requested that each list contain the client name,
the file identification number, the name of the case handler 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. LSEM was advised 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 LSEM 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.

On July 3, 2014, LSEM responded in writing and stated the following:

LSEM seeks to not produce our clients’ names as part of the various
lists of cases requested by OCE. We believe that such name
disclosure by LSEM would violate our obligation to keep clients’
information confidential under Rule 4-1.6 of the Missouri Rules of
Professional Conduct for attorneys. Rule 4-1.6 provides in pertinent
part: ‘A lawyer shall not reveal information relating to representation
of a client unless the client consents after consultation...’

! In addition, when reviewing files with pleadings and court decisions, compliance with other regulatory restrictions
was reviewed as more fully reported infra.

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.



Additionally, if LSC used the list of client names to request specific
information about the client’s case file, which has already been
affiliated with a client name, this would be a violation of Rule 4-1.6.
From our experience with the Missouri Office of Chief Disciplinary
Counsel and Missouri’s State Ethics counsel, this state has adopted a
highly restrictive construction of Rule 4-1.6.

LSEM proposed to protect the identity of its clients by using unique client identifiers (“UCI”),
generated by Kemps Prime Case Management Software. LSEM also indicated that they would
use intermediaries for the case review.

According to the access letter dated July 30, 2014, LSEM opted to use a UCI to protect the
confidentiality of client names. The UCI was comprised of an alpha-numeric combination of the
client’s first initial, last name, and the client’s date of birth.

Thereafter, LSEM provided the materials in a timely manner. OCE made an effort 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. The sample consisted largely of randomly
selected cases, but also included cases selected to test for compliance with those CSR
instructions relative to timely case closings, ACMS data integrity, application of the CSR case
closure categories, and duplicate reporting.

During the visit, LSEM cooperated fully and provided the requested materials. LSEM afforded
access to information in the case files through staff intermediaries. LSEM maintained possession
of the case files and disclosed financial eligibility information, problem code information, and
information concerning the general nature of the legal assistance provided to the client pursuant
to the OCE and LSEM agreement of July 30, 2014.

OCE reviewed a sample of 505 cases and interviewed members of LSEM’s upper and middle
management, fiscal personnel, staff attorneys, and support staff. OCE assessed LSEM’s case
intake, case acceptance, case management, and case closure practices and policies for staff and
Private Attorney Involvement (“PAI”) programs. OCE fiscal staff reviewed LSEM’s compliance
with the LSC grant, conducting a limited review of internal controls and assessed whether LSEM
engaged in prohibited political activities, received fees from non-permissible fee-generating
cases or non-permissible attorney fee awards, or engaged in lobbying activity, as well as
reviewed LSEM’s use of non-LSC funds, its PAl component allocations, its use of LSC funds to
pay membership dues and fees, its timekeeping, cost standards and procedures, and other fiscal
activities. A sampling of informational pamphlets and brochures was reviewed for compliance
with 45 CFR Part 1608.

During the course of the visit, OCE advised LSEM of any compliance issues as they arose. OCE
notified members of LSEM’s upper and middle management and fiscal personnel of compliance
issues identified during the review which require modification.

OCE advised LSEM of its preliminary findings by exit conference on Thursday, September 11,
2014. During the exit conference, OCE advised LSEM that, with few exceptions, its staff



members were familiar with the LSC regulations, the CSR Handbook, and the Frequently Asked
Questions disseminated by LSC, and that LSEM has in place policies, procedures, and
practices designed to facilitate compliance-related activities. LSEM was also made aware of
several written policies which required modification. In order to fully comply with LSC
regulations, OCE explained to LSEM that the findings were preliminary, that OCE may make
further and more detailed findings in the Draft Report, and that LSEM would have 30 days to
submit comments to the Draft Report. LSEM was advised that a Final Report would be issued
that would include LSEM’s comments, where appropriate. LSEM was further advised that OCE
may request additional documentation or a demonstration that the required corrective action
items have been implemented.

On December 9, 2014, LSEM provided additional information and documents to address some
of the concerns raised by OCE during the review and at the exit conference. This additional
information and documents was received just prior to the Draft Report (“DR”) being issued and
LSEM was informed that the information would be considered when incorporating any other
additional comments LSEM submitted in response to the DR.

By letter dated January 8, 2015, OCE issued a DR detailing its findings, recommendations, and
Required Corrective Actions. LSEM was asked to review the DR and provide written
comments. By letter dated February 5, 2015, LSEM submitted its comments to the DR. OCE
has carefully considered LSEM’s comments and either accepted and incorporated them within
the body of the report, or responded accordingly. LSEM’s December 2014 and February 2015
comments, in their entirety, are attached to this Final Report.



I11. FINDINGS

Finding 1: LSEM’s 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 automated case management systems and procedures which
will ensure that information necessary for the effective management of cases is accurately and
timely recorded in a case management system. At a minimum, 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.

LSC has determined that certain ACMS fields that are critical to eligibility (number in
household, income, assets, citizenship/alien eligibility status, and LSC eligibility) may not have
defaults because they tend to reduce the accuracy of the data submitted. Accuracy is reduced as
there is no way to determine whether staff entering data into ACMS fields made an inquiry and
decision regarding what should be entered in the field or simply skipped over the field, allowing
the default value to be recorded. See Program Letter 02-06.

Based on both interviews and a comparison of the information elicited from the ACMS to
information contained in the hard files sampled, LSEM’s ACMS is sufficient to ensure that
information necessary for the effective management of cases is timely and accurately recorded.

There were no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 2: LSEM’s intake procedures and case management system generally support
compliance related requirements; however, exceptions were noted regarding screening
some walk-in applicants for citizenship/alien eligibility.

To assess LSEM’s intake procedures and case management policy for compliance with LSC
requirements, intake, case handler, and management staff were interviewed. The review
revealed that intake procedures and practices generally support LSEM’s compliance related
requirements with respect to performing conflict and duplicate checks during the intake process,
screening for income and assets, and citizenship screening.

St. Louis Office (General Intake)

The St. Louis office conducts both walk-in and telephone intake. The following departments
conduct their own intake: General Intake, Immigration, Complete Health Improvement Project
(“CHIP”), Medical/Legal Aid, and the Advocates for Family Health.

General Intake conducts walk-in or telephone intake screenings Monday through Thursday from

8:30 a.m. to 3:30 p.m., and on Friday from 1:30 p.m. to 3:30 p.m. There are six (6) intake
10



paralegals in this department, who are supervised by LSEM’s Associate Director of
Administration. The screening process for walk-in and telephone intakes is identical, in that the
same eligibility questions are asked and the procedures for resolving conflicts and spending
down an applicant’s income are the same. The only difference is that walk-in applicants are
asked to sign a citizenship attestation or provide verification of eligibility, whereas telephone
applicants are required to verbally attest to their eligibility. Once an applicant’s eligibility has
been determined, the intake paralegal will accept the case for advice and counsel; all applicants
who are deemed ineligible at the conclusion of the intake screening are informed at that time that
their case cannot be accepted for services. After accepting the case, the applicant is informed by
telephone that an attorney from the appropriate department (e.g., Consumer, Housing, Family
Law, etc.) will contact them to provide them with advice, and the paralegal forwards the case to
the appropriate department for assignment to an advocate. Once the case is assigned to an
advocate, the advocate will contact the client to provide advice and may decide to provide
extended services, based on the facts of the client’s case, the advocate’s availability, and
LSEM’s available resources.

Immigration

Immigration conducts walk-in or telephone intake on an as-needed basis Monday through
Friday, from 9:00 a.m. to 5:00 p.m. There are two (2) intake specialists both of whom are
supervised by a Managing Attorney. The intake specialists primarily conduct in-person intake
screenings and verify eligibility prior to accepting the case and providing legal advice. The
specialists inform applicants in person, as well as by telephone and/or mail, if their case has been
accepted or rejected. Case closing codes are assigned by each advocate. Case files are reviewed
every two (2) months by the Managing Attorney/Project Manager. The Associate Director of
Client Services reviews the Managing Attorney/Project Manager’s cases periodically.

Complete Health Improvement Project/Medical-Legal

The Complete Health Improvement Project/Medical-Legal conducts walk-in or telephone intake
on Monday through Friday, from 9:00 a.m. to 5:00 p.m. There is one (1) Project Manager, one
(1) staff attorney, and the Associate Deputy Director of Client Services. The attorney primarily
conducts in-person intake screenings and verifies eligibility prior to accepting the case and
providing legal advice. The attorney informs applicants in person, as well as by telephone and/or
mail, if their case has been accepted or rejected. Unit meeting are held weekly with the Project
Manager, staff attorney, and the Associate Director of Client Services. Case closing codes are
assigned by each advocate. Case files are reviewed every two (2) months by the Managing
attorney/Project Manager and the Associate Director of Client Services.

Advocates for Family Health

Advocates for Family Health Unit conducts walk-in or telephone intake on Monday through
Friday, from 9:00 a.m. to 5:00 p.m. There is one (1) Managing Attorney and three (3) staff non-
attorneys. All three (3) non-attorney advocates conduct in-person intake screenings and verify
eligibility prior to accepting the case and providing legal advice. The advocates inform

applicants in person, as well as by telephone and/or mail, if their case has been accepted or
11



rejected. Citizenship attestations and retainer agreements are sometimes mailed to the client. In
those instances, once the client visits the office, the advocate goes over the retainer agreement
and obtains additional facts concerning the client’s case. No unit meeting is held, and the
advocates of the unit make their own decision on what cases they will accept. Case closing
codes are assigned by each advocate. Case files are reviewed every two (2) months by the
Managing Attorney/Project Manager. The Associate Director of Client Services reviews the
Managing Attorney/Project Manager’s cases periodically.

Hannibal Office

The Hannibal office conducts walk-in intake and telephone intake on Monday through Friday,
between the hours of 8:30 a.m. and 5:00 p.m. There is one (1) primary intake staff person, a
paralegal, who conducts the intake for all Family Health Advocate (“FHA”) cases. Intake for
cases that do not fit the definition of an FHA case is conducted by LSEM’s St. Louis General
Intake and, after eligibility has been determined, the case is forwarded to the Hannibal office to
provide services. For certain types of FHA cases (e.g., Medicare billing concerns), the intake
paralegal will make the case acceptance decision once financial and citizenship eligibility has
been determined. For all other types of cases, the Managing Attorney decides whether to accept
or reject the case. For FHA cases where the intake was completed by the intake paralegal, the
applicants are informed by telephone or letter, within 24 hours of the intake, whether their case is
accepted or rejected. For non-FHA cases, where the intake was conducted by the St. Louis
office, the applicant is informed of case acceptance within a couple of days by someone from the
St. Louis intake staff.

If a conflict is presented, and it is clear that legal services cannot be provided (e.g., the program
has represented or is representing the applicant’s spouse in a family law matter and the applicant
IS requesting assistance with the same matter), the intake paralegal will inform the applicant that
their case cannot be accepted due to a conflict. For other cases where it is not immediately clear
to the paralegal that a conflict is present, the file is given to the Managing Attorney to clear the
potential conflict, or inform the applicant that their case cannot be accepted due to a conflict of
interest.

The intake paralegal, office manager, and Managing Attorney are all responsible for closing
cases and selecting the proper closing code. In cases with litigation, there is typically a 30-60
day waiting period to close a case in the ACMS in case the final judgment is appealed or
amended. All staff members in this office assess the office’s cases for timely case entry and
dormancy.

St. Louis Family Court Project Office

The St. Louis Family Court Project Office conducts limited walk-in intake on an as-needed basis,
and conducts the majority of its intake over the telephone. There is one (1) primary intake staff
person, a paralegal, who conducts intake for all cases that are serviced by the office (e.g.,
termination of parental rights, divorce with domestic violence alleged, child neglect, etc.), and
one (1) back-up intake staff member who conducts intake when the paralegal is unavailable (the

back-up intake staff member performs approximately four (4) intakes per month). The office
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paralegal conducts telephone intake during the following hours: Tuesday and Thursday from
8:30 a.m. to 5:00 p.m. and Friday from 1:00 p.m. to 5:00 p.m. The paralegal conducts intake by
verifying an applicant’s citizenship, financial, and case-type eligibility, and inputting the
eligibility information directly into the ACMS. After the intake is completed, the paralegal
informs the applicant that a case acceptance decision will be made as soon as possible and
communicates the case acceptance decision by phone call and/or letter.

In all situations where the conflict check reveals a potential conflict, the file is given to the
Managing Attorney to review. The Managing Attorney determines how to proceed when a
conflict is present; how to waive the conflict (when applicable), or whether to reject the case due
to a conflict of interest.

For walk-in intake situations, where the court refers the applicant to the office and the primary
intake staff person is unavailable, the office’s case manager asks the applicant to provide
answers to questions on a manual intake form, which is later inputted into Kemps Prime. The
manual intake form contains all questions that are in the ACMS, and the questions are identical
to the ones asked during the telephone intake screening. The case manager has all walk-in
applicants sign certain documents (retainer, attestation, release, etc.) before the intake
appointment is completed, and makes sure those documents are in the case file so the Managing
Attorney can make a case acceptance decision.

For all cases, regardless of whether the case manager or the paralegal conducts the intake, the
Managing Attorney makes the decision of whether to accept or reject a case once
income/asset/citizenship eligibility has been determined. The paralegal informs applicants by
telephone call and letter whether their case is accepted or rejected. If a case is rejected and the
applicant was referred by the court, a letter is also sent to the court to let them know that the case
IS not being accepted so that the applicant can be referred elsewhere.

In the St. Louis Family Court Project Office, the intake paralegal runs a timeliness report on the
15th of every month as well as a “no time entry for 60 days” report once a month and gives those
to the Managing Attorney for review. When a case is ready for closure, the Managing Attorney
prepares a closing letter. The file is then given to the paralegal, with a completed compliance
checklist that identifies the closure code, so that the case can be closed in the ACMS. The
checklist is a review of all major LSC compliance requirements and requires the case handler to
determine if the file is complete and whether the case is LSC-eligible. The Managing Attorney
reviews the closing codes for all cases that are closed in this office. According to interviews,
files are closed in the ACMS within a couple of days of receiving the completed compliance
checklist.

Union Office

The Union office conducts limited walk-in intake on an as-needed basis, and conducts the
majority of its intake at outreach events. There is one (1) paralegal and two (2) attorneys in this
office and all three (3) perform intake screenings. The intake screenings are conducted at
outreach events that are held once per month in the following Missouri counties: Washington,

Warren, and Lincoln. The outreach events are advertised on the radio and in local churches and
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last for approximately two (2) hours. At the events, an office staff member will attend and
conduct a full intake screening using a laptop with an internet connection and provide legal
advice in cases where the applicant is eligible for services (legal advice is only provided by the
attorneys). If the paralegal is the person conducting the intake screening at the outreach event,
she informs all applicants that she cannot provide them with legal advice and that they will be
contacted by telephone and/or mail once a case acceptance decision has been made.

In all situations where the conflict check reveals a potential conflict, the file is given to the
Managing Attorney to review. The Managing Attorney determines how to proceed when a
conflict is present, how to waive the conflict (when applicable), or whether to reject the case due
to a conflict of interest.

In the Union office, regardless of whether the applicant was screened over the telephone or in
person, one (1) of the two (2) attorneys in the office will determine case acceptance individually
(in situations where time is of the essence) or at a case acceptance meeting. The case acceptance
meetings usually take place once every two (2) weeks. After the attorneys have made a case
acceptance decision, the intake staff member contacts the applicant to inform them of the
decision, sends the client paperwork to complete and return to the office, and schedules an
appointment for them to meet with the assigned advocate.

In the Union Office, the intake paralegal selects the closing code and closes all cases; the closure
code selection is not reviewed by an attorney. Additionally, the paralegal drafts the closing letter
to the client, which is signed by either the paralegal or the attorney, and uses a checklist to ensure
that the case is closed properly and denote if it is LSC-eligible. The intake paralegal, and
occasionally one (1) of the attorneys, prepares bi-weekly reports on open cases and cases that
have not had any time entries for 60 days. These reports are reviewed by the attorneys at the
case acceptance meetings that occur once every two (2) weeks.

Financial Eligibility and Case Management Program-Wide

Conflict Check: Conflicts are checked program-wide using the ACMS immediately after
inputting the applicant’s name and adverse party information.

Duplicate Check: At the same time the conflict check is performed, an intake staff member will
examine all cases under the applicant’s name to ensure that a duplicate case is not being created.

Rejected Applicants: If an applicant is rejected for any reason (e.g., conflict of interest,
duplicate, over-income, outside of priorities, etc.), the intake screening is stopped and the
applicant is informed that their case cannot be accepted. Whenever possible, the applicant is
referred to an appropriate agency that may be able to address their concerns.

Income Screening: Interviews revealed that income inquiry and recordation are conducted in a
manner consistent with LSC regulations. Applicants are asked to provide information about all
sources of income including, but not limited to, disability, child support payments, alimony,
employment, and rental income.
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Reasonable Inquiry Regarding Income Prospects: Recipients are required to make inquiry into
each applicant’s income prospects, pursuant to 45 CFR 8 1611.7(a). The ACMS contains a
required field specific to this inquiry. All intake staff interviewed expressed an understanding
that all applicants’ prospective income should be checked when determining financial eligibility.

Authorized Exceptions to Income Ceiling: The LSC regulations, at 45 CFR § 1611.3(a), require
a program’s Board of Directors to adopt financial eligibility policies (“FEP”) for individuals and
groups and to review the policies once every three (3) years. The most recent LSEM Board
approval of these policies was in a document entitled “Procedures and Guidelines for Intake and
Determination of Client Eligibility,” which was approved on June 12, 2012. LSEM’s FEP
allows for the following factors to be considered when an applicant’s income is between 125%
and 200% of the Federal Poverty Guidelines (“FPG”): whether the applicant is seeking legal
assistance to secure and/or maintain government benefits for the poor and/or mentally or
physically impaired; whether the applicant’s income is primarily committed to nursing home
expenses; current income prospects; medical expenses; fixed debts; child care expenses; work-
related transportation expenses, expenses associated with age or physical infirmity; and/or other
factors related to the applicant’s ability to afford legal assistance.

LSEM requires all intake staff to complete an Over-Income/Over-Asset Memorandum if the
applicant’s income is above 125% but below 200% of the FPG. In this Memorandum, as well as
in the intake eligibility screening in the ACMS, if factors are present, the applicant’s income is
spent down and recalculated in order to render the applicant eligible for services. For instance, if
an applicant’s income is 150% of the FPG, the intake worker will obtain information regarding
the applicant’s current expenses (e.g., rent, mortgage, tax payments, childcare, work-related
transportation, etc.) and input the monthly amounts paid by the applicant for the expenses. After
inputting all eligible expenses, the intake worker will recalculate the applicant’s income and will
accept for services if the applicant’s income is at or below 125% of the FPG. In such cases, the
applicant’s original income, as well as the recalculated income, is maintained in the ACMS and
also recorded on the Over-Income/Over-Asset Memorandum.

The majority of intake staff interviewed indicated that an applicant will be considered eligible if
their income is under 125% of the FPG. Additionally, most intake staff interviewed expressed
an understanding that, pursuant to 45 CFR 8 1611.5(a)(4), if an applicant’s income is between
125% and 200% of the FPG, their income can be spent down using the above-referenced over-
income factors, which may render the applicant eligible for services. There was one (1) intake
staff member who expressed the misunderstanding that if an applicant’s income exceeded 125%
of the FPG, then that applicant would be ineligible for services. This staff member was also not
aware that over-income factors could be utilized to spend down an applicant’s income, which
may render them financially eligible for services.

Asset Screening/Authorized Exceptions to Asset Ceiling: Pursuant to LSEM’s eligibility policy,
the total combined asset ceiling for applicants applying for legal assistance in 2014 is $7,500.00.
If an applicant’s assets exceed the asset ceiling, LSEM’s FEP allows for the ceiling to be waived
by the Executive Director’s (“ED”) approval of the above-referenced over-asset form. If the

asset ceiling is waived, then the reason for the waiver is documented and included in the client’s

file. All intake staff interviewed expressed an understanding that an applicant’s assets must not
15




exceed $7,500.00 in order to be deemed eligible for services. They also indicated that the asset
ceiling may be waived by the ED if an applicant’s assets exceed the asset ceiling.

Financial Eligibility Determination of an Applicant who is a Victim of Domestic Violence:
Recipients are required to specify in their financial eligibility policies that during the financial
eligibility determination of an applicant who is a victim of domestic violence, only the assets and
income of the applicant and household members shall be considered. Further, the income and
assets of the alleged perpetrator of the domestic violence and any income or assets jointly held
by the applicant with the alleged perpetrator or assets jointly held with other members of the
household and the alleged shall not be considered. See 45 CFR § 1611.3(e). LSEM has adopted
such policies in its FEP. Interviews with intake staff members indicated that staff are aware of
LSEM’s policy, and that applicants are being appropriately screened.

Government Benefits Exemption: In accordance with 45 CFR 88 1611.3(f) and 1611.4(c), a
recipient’s governing body is permitted to determine an applicant to be financially eligible
without making an independent determination of income or assets, if the applicant’s income is
derived solely from a governmental program for low-income individuals or families. LSEM’s
FEP does not contain such an exemption.

Group Clients: LSEM’s FEP permits LSC-funded assistance to groups in accordance with 45
CFR § 1611.6. No group cases were identified within the review period and staff interviews
indicated that no staff member was aware of a group case intake screening.

Citizenship and Eligible Alien Status Screening: The majority of intake staff interviewed
demonstrated an understanding of the citizenship and alien eligibility documentation
requirements of 45 CFR Part 1626 including, but not limited to, those requirements relating to
the Kennedy Amendment, T-Visa, and U-Visa cases. However, there were two (2) intake staff
members who were not aware that an applicant may not have to attest to citizenship/alien
eligibility in cases where domestic violence is alleged, pursuant to 45 CFR 8 1626.3.
Additionally, there were three (3) intake staff workers who were unaware of how to verify an
applicant’s alien eligibility. In most cases, an applicant’s citizenship status is initially assessed
and recorded in the ACMS by the intake staff. Citizen applicants who are screened by telephone
are asked to verify their citizenship/alien eligibility status over the phone; if their case is
advanced to one involving in-person contact between the client and a member of LSEM’s staff,
then the client is asked to sign and return an attestation, or verify their alien eligibility, prior to
meeting with a member of LSEM’s staff. Non-citizen applicants are asked to provide
documentation of eligible alien status, which is reviewed by a member of the intake staff.

There is a form in use in the St. Louis office that has the citizenship *“yes” checkbox pre-checked
for applicants to sign. According to intake interviews, this form is provided to applicants when
the intake screener believes that the applicant is a citizen of the United States due to their ability
to speak English. This is not consistent with the requirements of 45 CFR § 1626.6, which states
that “A recipient shall not consider factors such as a person’s accent, limited English-speaking
ability, appearance, race, or national origin as a reason to doubt that the person is a citizen.”
LSEM indicated during the visit that they would cease using the pre-completed form as part of

its intake screening.
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Case Acceptance: Except in Hannibal, St. Louis General Intake, and LSEM’s Immigration
office, intake staff does not provide assistance until the case has been accepted by the Managing
Attorney. In the Hannibal office, the intake paralegal may accept a case and provide legal
assistance if the case is one that the paralegal has been authorized to accept and provide services
for under the Managing Attorney’s supervision. In the St. Louis General Intake, intake
paralegals accept all cases for advice and counsel, at a minimum, when the applicant is deemed
eligible for services; the responsible attorney decides whether to provide extended
representation. In the Immigration office, the intake specialist/Accredited Representative is
authorized to make the case acceptance decision, along with the Managing Attorney.

Intake interviews revealed that intake paralegals provide clients whose cases have been accepted
with several forms to complete, sign, and return to the office, including a retainer agreement.

Retainer Agreements: Pursuant to 45 CFR § 1611.9, when a recipient provides a client with
extended services, they shall ensure that a retainer agreement is executed when the representation
begins, or as soon thereafter as possible. The retainer agreement shall include, at a minimum, “a
statement identifying the legal problem for which representation is sought, and the nature of
legal services to be provided.” See Id. According to intake interviews in the Union, St. Louis
Family Court Project, and Hannibal offices, retainer agreements are completed by the
responsible advocate and, thereafter, are provided to the client to be signed and dated.

Retainer agreements are not completed or signed by an attorney before they are given to clients
to execute in some offices. As such, many retainers may be returned where the client has
inputted the scope and/or subject matter into the retainer. The process of providing clients with
blank retainer agreements to sign and return should be discontinued, as it increases the likelihood
that the scope or subject matter of the retainer agreement will be insufficient, and that the
agreement will not reflect the responsible advocate’s intentions at the time it is signed by the
client.

Closing Codes: In most instances, the responsible advocate selects the closing code and gives
the file to the support staff to close the case in the ACMS; additionally, some advocates close
their own case files in ACMS. Interviews indicated that cases are typically closed by the
support staff within two (2) weeks of receiving the case file from the responsible advocate.
Interviews further revealed that all support staff, as well as attorneys, routinely monitor the cases
to ensure that case notes are timely entered, duplicate cases are not being created, and that cases
are timely closed.

Grievance Procedure: All applicants are advised of their grievance rights when they are denied
legal assistance. There is a pamphlet, which is provided to applicants and clients, which
discusses LSEM’s grievance process and provides contact information to file a grievance.

17



Required Corrective Action

The DR instructed LSEM to take corrective action to ensure that all walk-in applicants execute
proper citizenship attestations, and to cease using the form with the “yes” pre-checked for United
States citizen.

In its response to the DR, LSEM stated that it will ensure that all walk-in clients comply with
screening and documentation requirements and execute proper citizenship attestations. LSEM
further stated that it has ceased using the form with “yes” pre-checked for United States
citizenship.

Based on a review of LSEM’s response to this Finding, RCA No. 1 is closed.

Recommendations

The DR recommended that LSEM provide intake staff with training regarding proper application
of over-income factors, pursuant to 45 CFR § 1611.5 and LSEM’s FEP.

In its response to the DR, LSEM stated that it will give additional training to intake staff on the
proper application of over-income factors.

The DR recommended that LSEM provide intake staff with training regarding 45 CFR Part 1626
and the methods to be utilized to verify an applicant’s eligible alien status. The DR also
recommended that intake staff be trained on the effects of the requirements relating to the
Kennedy Amendment, T-Visa, and U-Visa cases, and the removal of the requirement for an
applicant to demonstrate citizenship/alien eligibility in cases where domestic violence is alleged
so long as the prerequisites of 45 CFR § 1626.3(d) are met.

In its response to the DR, LSEM stated that staff has been provided with additional training
regarding methods to verify an applicant’s eligible alien status, including when domestic
violence is alleged and will provide this training again.

The DR recommended that LSEM cease the practice of providing clients with blank retainer
agreements.

In its response to the DR, LSEM stated that it will cease giving clients blank retainer agreements.

Finding 3: LSEM maintains the income eligibility documentation required by 45 CFR Part
1611, CSR Handbook (2008 Ed., as amended 2011), § 5.3, and applicable LSC instructions.
However, a revision to its financial eligibility policy is warranted to demonstrate
compliance with this regulation.

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
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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), 8§ 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 Financial Poverty Guidelines (“FPG”) and the recipient
provides legal assistance based on exceptions authorized under 45 CFR § 1611.5(a)(3) and 45
CFR 8§ 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)
and CSR Handbook (2008 Ed., as amended 2011), § 5.3.

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.

LSEM’s revised FEP was adopted by its Board on June 12, 2012. LSEM’s Financial Standards
indicate that financial eligibility will be determined pursuant to the income guidelines most
recently promulgated by LSC.

LSEM provided its FEP in advance of the review. In compliance with 45 CFR 88 1611.3(c)(1),
1611.3(d)(1), and 1611.3(e), the policy sets forth the eligibility requirements to receive LSC
funded assistance. However, the policy’s definition of income and examples does not match the
regulation’s list and examples, per 45 CFR 8 1611.2(i) (e.g., policy indicates income from self-
employment is not income). The over-income factors listed in Section Ill. B, of the FEP, names
“medical expenses and nursing home” as an over-income factor, but the regulation lists it as
“unreimbursed medical expenses and medical insurance premiums.” See 45 CFR §
1611.5(a)(4)(ii). This deviation from the regulation is acceptable if LSEM only intends to use
nursing home expenses as an over-income factor pursuant to 45 CFR § 1611.5(a)(2) and does not
want to consider unreimbursed medical expenses. Sections 1. A and B of the policy indicates
that an over-income applicant (with an income less than 200% of the FPG) can be served if their
income is primarily committed to medical or nursing home expenses. In order to ensure
compliance with the regulation, it should read that an applicant is eligible if “the applicant’s
income is primarily committed to medical or nursing home expenses and that, by excluding such
portion of income committed to medical or nursing home expenses, the applicant would
otherwise be financially eligible for services.” See 45 CFR § 1611.5(a)(2).

® 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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All sampled cases reviewed evidenced that the applicants were screened for income eligibility.
Sampled case files reviewed for applicants whose income exceeded 125% of the FPG evidenced
that the applicant was funded by non-LSC programs or had authorized exceptions applied
pursuant to 45 CFR 8§ 1611.5(a)(3) and 45 CFR 8§ 1611.5(a)(4).

All cases reviewed contained income eligibility documentation required by 45 CFR § 1611.4,
CSR Handbook (2008 Ed., as amended 2011), § 5.3, and applicable LSC instructions for clients
whose income does not exceed 125 % of the FPG.

LSEM’s group eligibility policy complies with the requirements of 45 CFR Part 1611.

Required Corrective Action

The DR instructed LSEM to take corrective action to amend its FEP to comply with 45 CFR Part
1611, as indicated above. At the beginning of the visit, LSEM was made aware of this matter
and began to take steps to address this corrective action by modifying its policy.

In its December 2014 submission, LSEM provided LSC with evidence of their amended FEP
policy. The policy was reviewed by OCE and found to comply with 45 CFR Part 1611.
Based on a review of LSEM’s response to this Finding, RCA No. 2 is closed.

Finding 4: LSEM maintains asset eligibility documentation as required by 45 CFR 8§
1611.3(c) and (d) and 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-approved 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 ED. The revised version allows the ED or his/her designee to waive
the ceilings in such circumstances. See 45 CFR § 1611.6(e) in prior version of the regulation and

* 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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45 CFR § 1611.3(d)(2) in the revised version. Both versions require that such exceptions be
documented and included in the client’s files.

The policy approved by the LSEM Board of Directors on June 12, 2012, establishes the asset
ceiling at $7,500. Exempt from consideration are the applicant’s principal residence; no more
than two vehicles used in transportation; work-related and/or business assets used in producing
income; and assets exempt from attachment under state and federal law. The policy indicates that
assets which are exempt from attachment under state and federal law are exempt from the asset
calculation but does not provide a list or examples.

All cases reviewed contained asset screening and documentation. Accordingly, LSEM is in
compliance with the asset eligibility documentation required by 45 CFR 88 1611.3(c) and (d)
and CSR Handbook (2008 Ed., as amended 2011), § 5.4.

Recommendation

The DR recommended that, to ensure that intake staff knows how to exclude assets which are
exempt from attachment, the policy should list them and the authority (e.g., a bankruptcy code
authorizing exemption). Management is reminded to periodically check and update the list when
the exemption regulations change.

LSEM has indicated that it provided guidance and authority to staff regarding assets which are
exempt from attachment.

Finding 5: LSEM is in compliance with the requirements of 45 CFR Part 1626
(Restrictions on legal assistance to aliens). However, LSEM’s written policy must be
modified to comply with 45 CFR § 1626.12.

The level of documentation necessary to evidence citizenship or alien eligibility depends 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 CSR Handbook (2008 Ed., as amended 2011), § 5.5; See also, LSC Program
Letter 99-3 (July 14, 1999). 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
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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.

All cases reviewed evidenced that the client was screened for citizenship/alien eligibility and all
cases appeared to contain the requisite 45 CFR Part 1626 documentation. However, some
citizenship attestations were not dated pursuant to the CSR Handbook (2008 Ed., as amended
2011), § 5.5.

LSEM has a written policy as required by 45 CFR § 1626.12; however, the policy does not fully
incorporate the recent changes to 45 CFR 8 1626.4. Additionally, the policy does not authorize
representation of special eligible aliens enumerated in 45 CFR § 1626.10(a) through (d) and 45
CFR 8§ 1626.11. Lastly, the policy should include a copy of Program Letter 05-2 and 45 CFR §
1626.10(e), as it is referenced as part of LSEM’s instructions on how to verify eligibility.

Required Corrective Action

The DR instructed LSEM to take corrective action to add the sections noted above to their 45
CFR § 1626.12 policy. At the beginning of the visit, LSEM was made aware of this matter and
began to take steps to address this corrective action during the visit by modifying this policy.

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45 CFR §
1626.12 policy, including language from Program Letter 05-2. The policy was reviewed by
OCE and found to be in compliance with this regulation. Based on a review of LSEM’s response
to this Finding, RCA No. 3 is closed.

Recommendation

The DR recommended that, pursuant to CSR Handbook (2008 Ed., as amended 2011), § 5.5,
LSEM review with staff the requirement that a citizenship attestation should be dated.

In its response to the DR, LSEM did not comment on this recommendation.
Finding 6: LSEM is in substantial compliance with the retainer 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

® See Kennedy Amendment at 45 CFR § 1626.4.
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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 88 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.

During the on-site review, extended service cases were sampled to assess whether LSEM was
executing retainer agreements in accordance with 45 CFR § 1611.9.

Case files reviewed indicated that LSEM is in substantial compliance with the requirements of
45 CFR § 1611.9. Review of sampled cases evidenced that LSEM has strong practices to obtain
a client retainer at the beginning of cases. However, case sampling identified a few case files in
which the scope of the representation was inadequate. For example, several immigration cases
reviewed contained scopes referencing the number of the US Citizenship and Immigration
Services form to be completed. For clarity, and for the client’s and LSEM’s mutual protection,
scopes should be written out in easy-to-understand language. See Union Staff Closed 2013 Case
No. 12E-4182613 (This case was properly closed under closing code “I(a),” uncontested court
decision, but the retainer agreement in the case file did not contain an adequate detail of the
scope of representation; the scope was identified as “guardianship.”) See also, Union Staff
Closed 2013 Case No. 12E-4182420 (This case was properly closed under closing code “G,”
negotiated settlement with litigation, but the retainer agreement in the case file did not contain an
adequate detail of the scope of representation; the scope was identified as “paternity.”)

As discussed above, some offices provide the clients with blank retainer agreements, requiring
them to complete the scope of representation to be provided.

Recommendation

The DR recommended that LSEM develop a procedural review of client retainer agreements to
make certain that they properly match the scope of the representation provided to the client and
that the LSEM attorney completes the scope in terms of services to be provided to the client,
rather than allowing the client to complete that section of the form.

In its response to the DR, LSEM stated that “staff will be retrained to have the description in the
retainer of the scope of representation match the actual scope of representation provided and the
attorney will fill in the scope in terms of service to the client.”

® However, a retainer is more than a regulatory requirement. It is also a key document clarifying the expectations
and obligations of both client and program, thus assisting in a recipient’s risk management.
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Finding 7: Sample cases, interviews, and a review of LSEM'’s policies evidenced
substantial compliance with the requirements of 45 CFR Part 1636 (Client identity and
statement of facts). However, LSEM’s written policy must be modified to comply with 45
CFR Part 1636.

LSC regulations require that recipients identify by name each plaintiff it represents in any
complaint it files, 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 88 1636.2(a)
(1) and (2).

The statement is not required in every case. It is required only when a recipient files 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).

All sampled files that required a statement of facts appeared to contain a document that met the
requirements of this regulation. In addition, all complaints reviewed were verified.

The LSEM policy, in effect at the time of the review, required modification in order to be in
compliance with LSC regulations. LSEM’s 45 CFR Part 1636 policy did not indicate when a
separate notice to the defendant is permissible pursuant to 45 CFR § 1636.2(a)(1) (i.e., when
naming the plaintiff would be contrary to law or court rules). The policy did not indicate that the
requirement to name the plaintiff is removed if the court has found, after notice and an
opportunity for a hearing, probable serious harm by such disclosure. See 45 CFR § 1636.2(a)(1).
The policy only indicated that the statement is not required if the court has entered an order
protecting the plaintiff from being disclosed.

Required Corrective Action

The DR instructed LSEM to take corrective action to add the required language to its written
policy, as indicated above. At the beginning of the visit, LSEM was made aware of this matter
and began to take steps to address this corrective action by modifying this policy.

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45 CFR
Part 1636 policy. The policy was reviewed and found to be in compliance with this regulation.
Based on a review of LSEM’s response to this Finding, RCA No.4 is closed.

Finding 8: Sampled cases indicated that LSEM is in compliance with the requirements of
45 CFR 8§ 1620.3(a) and 1620.6 (Priorities in the use of resources). However, LSEM’s
written policy must be modified to comply with 45 CFR § 1620.4.

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 §
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1620.3(a). Except in an emergency, recipients may not undertake cases outside its priorities.
See 45 CFR § 1620.6.

LSC regulations further requires that staff who handle cases or matters, or make case acceptance
decisions, sign written agreements indicating they have read and are familiar with the recipient’s
priorities, have read and are familiar with the definition of an emergency situation and
procedures for dealing with an emergency, and will not undertake any case or matter for the
recipient that is not a priority or an emergency.

Prior to the visit, OCE was provided a list of LSEM’s priorities. LSEM identifies the following
types of cases as within their priorities: maintaining and enhancing economic stability for
families and individuals, preservation of housing and related housing needs for families and
groups, and protecting the safety, stability, and well-being of families and individuals.

All sampled cases reviewed were within LSEM’s priorities in compliance with 45 CFR Part
1620. Interviews with the Executive Director (“ED”) also evidenced that LSEM is in
compliance with the requirements of 45 CFR § 1620.6.

The LSEM priority policy in effect at the time of review did not incorporate all of the
requirements of 45 CFR § 1620.6 (signed written agreement). Additionally, the 45 CFR Part
1620 form did not provide definition of emergency case, as required by 45 CFR 8 1620.6(b), and
the policy did not incorporate the reporting requirements outlined in 45 CFR 8§ 1620.7(a) and(b)
(quarterly reporting to the Board and annual reporting of emergency cases to LSC).

Required Corrective Action

The DR instructed LSEM to take corrective action to revise its policy to comply with 45 CFR
Part 1620, as specified above. At the beginning of the visit, LSEM was made aware of this
matter and began to take steps to address this corrective action during the visit by modifying this

policy.

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45 CFR
Part 1620 policy. The policy was reviewed and found to be in compliance with this regulation.
Based on a review of LSEM’s response to this Finding, RCA No.5 is closed.

Finding 9: LSEM is in substantial compliance with the requirements of the CSR
Handbook (2008 Ed., as amended 2011), § 5.6 (Description of legal assistance provided).

LSC regulations specifically define “case” as a form of program service in which the recipient
provides legal assistance. See 45 CFR 88 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.
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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.

The review of sampled cases evidenced that LSEM is in substantial compliance with the
requirements of the CSR Handbook (2008 Ed., as amended 2011), 8 5.6. However, there were
two (2) exceptions. See Union Staff Closed 2012 Case No.12E-1177468. (The ACMS indicates
that this case was opened August 27, 2012 and closed August 29, 2012, with closing code “A,”
counsel and advice. According to the case notes, this was a custody dispute. It appears from the
case notes, that the client was sent information regarding custody. At the time of case review,
the case file did not appear to contain a description of the legal assistance/advice provided that
would support an “A” closing code.) See also Union Staff Closed 2013 Case No. 13E-1183827.
(The ACMS indicates that this case was opened on January 25, 2013 and closed on March 5,
2013, with closing code “A,” counsel and advice. However, the file did not contain evidence of
legal assistance provided.)

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 10: LSEM’s application of the CSR case closure categories is generally consistent
with Chapters VIII and IX of the CSR Handbook (2008 Ed., as amended 2011), however,
there were some exceptions.

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.

The review assessed whether LSEM’s application of the CSR case closure categories is
consistent with Chapters V111 and 1X of the CSR Handbook (2008 Ed., as amended 2011). The
sampled cases contained numerous examples of correctly used case closing categories, including
more complex case closure categories. LSEM’s application of the CSR case closure categories is
generally consistent with Chapters V111 and IX of the CSR Handbook (2008 Ed., as amended
2011). However, as noted below, there were some exceptions, especially as related to the use of
closing code “I(a),” uncontested court decision.
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See Hannibal PAI Closed 2013 Case No. 12E-1169253. (The ACMS indicates that this case was
opened March 20, 2012 and closed October 25, 2013, with closing code “I(a),” uncontested court
decision. Case review indicated that LSEM represented the father in a custody issue involving a
minor child. According to the case notes, the matter was resolved through a stipulated
agreement. Therefore, based on the case notes, closing code “G,” negotiated settlement with
litigation would be the more accurate closing code as closing code “I(a)” should be reserved for
cases where a client was represented in a court proceeding that resulted in a case dispositive
decision made by the court in which there was no adverse party or the adverse party did not
contest the case.) See also Hannibal PAI Closed 2013 Case No. 13E-1184267. (The ACMS
indicates that this case was opened February 5, 2013 and closed October 24, 2013, with closing
code “I(a),” uncontested court decision. Case review indicated that this was a modification of
child support/visitation matter in which LSEM filed a counterclaim on behalf of its client.
According to the case notes, there was a hearing on or about June 27, 2013, in which the Court
reached a ruling. Therefore, based on the case notes, closing code “I(b),” contested court
decision would be the more accurate closing code as closing code “I(a)” should be reserved for
cases where a client was represented in a court proceeding that resulted in a case dispositive
decision made by the court in which there was no adverse party or the adverse party did not
contest the case.) See also Hannibal PAI Closed 2013 Case No. 12E-1179383. (The ACMS
indicates that this case was opened October 8, 2012 and closed December 13, 2013, with closing
code “I(a),” uncontested court decision. Case review indicated that this was a child custody
matter in which there was a trial and apparently the parties reached an agreement that was
memorialized in a parenting plan. The case notes also indicated that LSEM had filed a motion to
withdraw from the case. At the time of case review, it was not clear, based on the case notes
which closing code would be the most accurate; closing code “G,” negotiated settlement with
litigation or closing code “I(b),” contested court decision, or closing code “L,” extensive service.
However, based on the case notes, closing code “I(a)” seems to be the least accurate as there was
an adverse party, and there was a trial, in which it is assumed that LSEM contested the case.)
See also Hannibal PAI Closed 2013 Case No. 11E-1154796. (The ACMS indicates that this case
was opened June 1, 2011 and closed October 25, 2013, with closing code “I(a),” uncontested
court decision. Case review indicated that this was a child custody and support matter in which
LSEM represented the respondent. According to the court Order in the file, the parties reached
an agreement. Therefore, based on the case notes, closing code “G,” negotiated settlement with
litigation would be the more accurate closing code as closing code “I(a)”” should be reserved for
cases where a client was represented in a court proceeding that resulted in a case dispositive
decision made by the court in which there was no adverse party or the adverse party did not
contest the case.) See also Hannibal PAI Closed 2013 Case No. 12E-1172504. (The ACMS
indicates that this case was opened June 1, 2012 and closed October 1, 2013, with closing code
“I(a),” uncontested court decision. Case review indicated that this was a child custody matter.
According to the court Order in the file, the parties reached an agreement which was adopted by
the Court. Therefore, based on the case notes, closing code “G,” negotiated settlement with
litigation would be the more accurate closing code as closing code “I(a)”” should be reserved for
cases where a client was represented in a court proceeding that resulted in a case dispositive
decision made by the court in which there was no adverse party or the adverse party did not
contest the case.) See also Hannibal PAI Closed 2013 Case No. 12E-1176996. (The ACMS
indicates that this case was opened August 15, 2012 and closed November 14, 2013, with closing

code “I(a),” uncontested court decision. Case review indicated that this was a divorce matter in
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which LSEM drafted and file the petition for divorce. The case file contained a marital stipulated
agreement and settlement agreement. Therefore, based on the case notes, closing code “G,”
negotiated settlement with litigation would be the more accurate closing code as closing code
“I(a)” should be reserved for cases where a client was represented in a court proceeding that
resulted in a case dispositive decision made by the court in which there was no adverse party or
the adverse party did not contest the case.) See also Hannibal PAI Closed 2013 Case No.11E-
1158506. (The ACMS indicates that this case was opened August 4, 2011 and closed December
26, 2013, with closing code “I(a),” uncontested court decision. Case review indicated that this
was a child custody matter. According to the case notes, a consent judgment was entered on or
about August 2, 2012. Therefore, based on the case notes, closing code “G,” negotiated
settlement with litigation would be the more accurate closing code as closing code “I(a)” should
be reserved for cases where a client was represented in a court proceeding that resulted in a case
dispositive decision made by the court in which there was no adverse party or the adverse party
did not contest the case.) See also Hannibal PAI Closed 2012 Case No. 11E-2150493. (The
ACMS indicates that this case was opened March 25, 2011 and closed December 10, 2012, with
closing code “I(a),” uncontested court decision. Case review indicated that this was a divorce
matter. According to the case file, the parties signed a marriage settlement agreement. Therefore,
based on the case notes, closing code “G,” negotiated settlement with litigation would be the
more accurate closing code as closing code “I(a)” should be reserved for cases where a client
was represented in a court proceeding that resulted in a case dispositive decision made by the
court in which there was no adverse party or the adverse party did not contest the case.) See also
Clayton Staff Closed 2013 Case N0.12E-3166698. (The ACMS indicates that this case was
opened January 10, 2012 and closed November 13, 2013, with closing code “I(b),” contested
court decision. Case review indicated that this was a termination of parental rights case.
According to the case file, LSEM’s client eventually consented to the termination. Therefore,
based on the case notes, closing code “G,” negotiated settlement with litigation would be the
more accurate closing code as closing code “I(b)” should be reserved for cases where there is an
adverse party and that party contests the case.) See also Clayton Staff Closed 2012 Case No.
12E-3176107. (The ACMS indicates that this case was opened July 27, 2012 and closed October
23, 2012, with closing code “G,” negotiated settlement with litigation. Case review indicated
that this was an educational neglect abuse case that was subsequently dismissed by the Court.
Therefore, based on the case notes, closing code “L,” extensive service would be the more
accurate closing code as closing code “G” should be reserved for cases in which the program
negotiated and reached an actual settlement on behalf of a client while a court or formal
administrative action is pending.) See also Clayton Staff Closed 2012 Case No.11E-3159088.
(The ACMS indicates that this case was opened August 15, 2011 and closed October 23, 2012,
with closing code “I(a),” uncontested court decision. Case review indicated that this was a
paternity action in which LSEM drafted and filed the petition for paternity. Subsequently, the
client re-united with the adverse party, so the case was dismissed by the Court. Therefore, based
on the case notes, closing code “L,” extensive service would be the more accurate closing code
as closing code “lI(a)” should be reserved for cases where a client was represented in a court
proceeding that resulted in a case dispositive decision made by the court in which there was no
adverse party or the adverse party did not contest the case.) See also Union Staff Closed 2012
Case No0.11E-1163862. (The ACMS indicates that this case was opened November 7, 2011 and
closed January 9, 2012, with closing code “I(a),” uncontested court decision. Case review

indicated that this was a paternity action in which LSEM entered its appearance in the case on
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behalf of the respondent. According to the case notes, a motion to withdraw was filed by the
petitioner and granted by the court. Therefore, based on the case notes, closing code “L,”
extensive service would be the more accurate closing code as closing code “I(a)” should be
reserved for cases where a client was represented in a court proceeding that resulted in a case
dispositive decision made by the court in which there was no adverse party or the adverse party
did not contest the case.)

Recommendation

The DR recommended that LSEM management periodically review closing codes to ensure that
the closure category best describes the level of service provided. It was also recommended that
LSEM provide training or other guidance to staff on the correct application of LSC closing
codes.

In its response to the DR, LSEM stated that it “will conduct a staff training to review the various
closing codes so that the best category is chosen and to review the application of the correct LSC
closing codes.” Additional comments to the DR stated that LSEM “conducts refresher training
on proper procedures in closing cases, including closing codes in the last quarter of each year,
and that it reviews with staff the most common errors found during the annual self-inspection of
cases.”

Finding 11: LSEM is in compliance with the requirements of the CSR Handbook (2008
Ed., as amended 2011), § 3.3 (Timely closing and dormant cases).

To the extent practicable, programs shall report cases as having been closed in the year in which
assistance ceased, depending on case type. Cases in which the only assistance provided is
counsel and advice or limited action (CSR Categories A and B), should be reported as having
been closed in the grant year in which the case was opened. See CSR Handbook (2008 Ed., as
amended 2011), § 3.3(a).” There is, however, an exception for limited service cases opened after
September 30, and those cases containing a determination to hold the file open because further
assistance is likely. See CSR Handbook (2008 Ed., as amended 2011), § 3.3(a). All other cases
(CSR Categories F through L, 2008 CSR Handbook) should be reported as having been closed in
the grant year in which the recipient determines that further legal assistance is unnecessary, not
possible or inadvisable, and a closing memorandum or other case-closing notation is prepared.
See CSR Handbook (2008 Ed., as amended 2011), 8 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).

" The time limitation of the 2001 Handbook that a brief service case should be closed “as a result of an action taken
at or within a few days or weeks of intake” has been eliminated. However, cases closed as limited action are subject
to the time limitation on case closure found in CSR Handbook (2008 Ed., as amended 2011), § 3.3(a) this category
is intended to be used for the preparation of relatively simple or routine documents and relatively brief interactions
with other parties. More complex and/or extensive cases that would otherwise be closed in this category should be
closed in the new CSR Closure Category “L” (Extensive Service).
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The review assessed compliance with the requirements of CSR Handbook (2008 Ed., as amended
2011), 8 3.3 (Timely closing and dormant cases) and determined that LSEM is in compliance
with the requirements of the CSR Handbook (2008 Ed., as amended 2011), § 3.3. There were no
dormant cases noted.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 12: LSEM is in compliance with the requirements of the CSR Handbook (2008
Ed., as amended 2011), § 3.2 regarding duplicate cases.

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 (1) 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 that related legal problems presented by the same client are to
be reported as a single case. See CSR Handbook (2008 Ed., as amended 2011), § 6.4.

Case files sampled revealed that LSEM is in compliance with the requirements of the CSR
Handbook (2008 Ed., as amended 2011), § 3.2, as no duplicate case files were noted.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 13: Review of the timekeeping records and interviews with full-time attorneys
evidenced that LSEM is in compliance with the requirements of 45 CFR Part 1604 (Outside
practice of law). However, LSEM’s written policy must be modified to comply with 45 CFR
Part 1604.

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 45 CFR

Part 1604, recipients are authorized, but not required, to permit attorneys, to the extent that such
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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.

Interviews with management and staff members confirmed that LSEM is not involved in any
unauthorized outside practice of law and is in compliance with the requirements of 45 CFR Part
1604. Qutside practice on three (3) occasions in 2012 and 2013 was approved by the ED, which
involved LSEM attorneys representing family members on traffic matters. Time used in each
representation was personal, and did not involve the use of LSEM’s resources. The ED indicated
that he had verbal discussions with each attorney who sought his approval to engage in the
outside practice of law, laying out the restrictions that govern such activities. However, none of
those verbal stipulated restrictions was documented and it is not clear how the ED administers
oversight.

The LSEM policy on the outside practice of law was found to be inadequate and outdated. It was
last revised in January of 2004 and lacked two (2) basic provisions: leave time for those
attorneys who cannot use non-work hours to engage in the outside practice of law; and the
accounting for de minimis LSEM resources whenever they are used while engaging in the
outside practice of law.

Required Corrective Action

The DR instructed LSEM to take corrective action to update their 45 CFR Part 1604 policy as
outlined above. The OCE team provided sample language of a well written 1604 policy to LSEM
management. LSEM began to take steps to address this corrective action during the visit by
modifying this policy.

In it response to the DR, LSEM stated that it will take “steps to revise its policy regarding 45
CFR 1604 (Outside Practice of Law) to comply with 45 CFR 1604.3, and will send a draft to
LSC for its review.”

This corrective action shall remain open until such time as the amended policy is received and
reviewed by LSC. The policy should be submitted within 30 days of LSEM’s receipt of this
Final Report.

Finding 14: A limited fiscal and sampled case review, as well as interviews with members
of 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.
See 45 CFR Part 1608.
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The limited review of accounting records, including the chart of accounts, 990 tax returns for
2012 and 2013, and various general ledger expense accounts, as well as interviews with
management disclosed that LSEM does not appear to have expended any grant funds, or used
personnel or equipment in prohibited political activities in violation of 45 CFR § 1608.3(b). A
search of on-line news articles pertaining to LSEM were reviewed for relationships with political
activities or entities and none were found.

In discussions with the ED, it was confirmed that LSEM has not been involved in any activities
prohibited by 45 CFR Part 1608. A review of sampled cases disclosed no evidence that staff
members, while engaged in legal assistance activities supported under the LSC Act, engaged in any
political activity, provided voters with transportation to the polls, or provided similar assistance in
connection with an election or voter registration activity. As such, it appears that LSEM is in
compliance with the requirements of 45 CFR Part 1608 (Prohibited political activities).

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 15: Review of the recipient’s sampled cases, as well as interviews with members of
management and staff, evidenced compliance with the requirements of 45 CFR Part 1609
(Fee-generating cases), and no fee-generating cases were noted. However, LSEM’s written
policy needs to be modified to comport with 45 CFR Part 16009.

Except as provided by LSC regulations, recipients may not provide 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 8§ 1609.2(a) and 1609.3.

Recipients may provide legal assistance in such cases where the case has been rejected by the
local lawyer referral service, or two (2) private attorneys; neither the referral service nor two (2)
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
consultation with the private bar, has determined that the type of case is one (1) 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 88 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).

In light of recent regulatory changes, LSC has prescribed certain specific requirements for fee-

generating cases. See Program Letters 09-3 (December 17, 2009) and 10-1 (February 18, 2010).
32



LSC has determined that it will not take enforcement action against any recipient that filed a
claim for, or collected or retained attorneys’ fees during the period of December 16, 2009
through March 15, 2010. Enforcement activities related to claims for attorneys’ fees filed prior to
December 16, 2009, or fees collected or retained prior to December 16, 2009, are no longer
suspended and any violations which are found to have occurred prior to December 16, 2009 will
subject the grantee to compliance and enforcement action. Additionally, the regulatory
provisions regarding accounting for and use of attorneys’ fees and acceptance of reimbursement
from clients remain in force, and violations of those requirements, regardless of when they have
occurred, will subject the grantee to compliance and enforcement action.

LSEM has a written policy governing the acceptance of fee-generating cases which was adopted
February 2013. The LSEM Policy on Fee-Generating Cases is generally compliant with 45 CFR
Part 1609 and Program Letter 10-1, with the exception of the requirements for reporting and
recording of attorneys’ fees as defined by 45 CFR § 1609.4(a), which requires that attorneys’
fees be allocated to the fund in the same proportion that LSC funds were expended to support the
representation. Pursuant to 45 CFR § 1609.4(a):

Attorneys’ fees received by a recipient for representation
supported in whole or in part with funds provided by the
Corporation shall be allocated to the fund in which the
recipient’s LSC grant is recorded in the same proportion that the
amount of Corporation funds expended bears to the total amount
expended by the recipient to support the representation.

LSEM’s detailed general ledger for account number 695-200-40020-1000-2, which tracks
attorneys’ fees, was reviewed for the years 2012, 2013, and through July 31, 2014. Also
reviewed was the internal policy which was last revised in February 2013. In 2012, a total of
$51,613.00 was collected in attorneys’ fees, $54,946.00 in 2013, and $40,147.00 through July
31, 2014. According to the Director of Finance (“DF”), all attorneys’ fees are allocated to LSC,
however, this procedure is not included in LSEM’s policy. As noted above, the policy lacks
precise language as to how the collected attorneys’ fees will be accounted for, allocated, tracked
and coded in an effort to give each funding source proper credit. This shortcoming was
discussed with the ED and sample language for a stronger, more detailed internal policy was sent
via e-mail to enable LSEM to incorporate more detailed, stronger language into their 1609
policy, accurately describing the accounting for attorneys’ fees. This will also allow the process
to follow the internal policy.

Required Corrective Action

The DR instructed LSEM to take corrective action and modify its fee-generating policy to
comply with 45 CFR Part 1609. At the beginning of the visit, LSEM was made aware of this
matter and began to take steps to address this corrective action during the visit by modifying this

policy.
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In its December 2014 submission, LSEM provided LSC with evidence of its amended fee-
generating policy to comply with 45 CFR Part 1609. The policy was reviewed by OCE and
found to be in compliance with this regulation.

Based on a review of LSEM’s response to this Finding, RCA No.7 is closed.

Finding 16: A limited review of LSEM’s accounting and financial records indicated
compliance with 45 CFR Part 1610 in regard to the use of non-LSC funds, transfers of LSC
funds and program integrity. LSEM is in compliance with 45 CFR § 1610.5 (Notification).

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.

The regulations contain 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 (1) or more factors is not
determinative. Factors relevant to the determination include:

1) the existence of separate personnel,

i) the existence of separate accounting and timekeeping records;

i) 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 8§ 1610.8(a); see also, OPO Memo to All LSC Program Directors, Board Chairs
(October 30, 1997).
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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 names, building signs, telephone 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).

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).

Pursuant to 45 CFR § 1610.5, no recipient may accept funds of $250 or more from any source
other than the Corporation, unless the recipient provides to the source of the funds written
notification of the prohibitions and conditions which apply to the funds.

LSEM’s policies and procedures and review of sample fiscal activities identified no instance
where the recipient had used LSC funds for any purpose prohibited by the LSC Act.

Funds received by LSEM from sources other than the Corporation are accounted for as separate
and distinct receipts and disbursed in a manner pursuant to 45 CFR § 1610.9 (Accounting).
LSEM uses a Microsoft Dynamics Great Plains accounting system which has the capability to
provide fund based accounting, as well as cost center based accounting. Further, LSEM uses a
double-entry method for recording all transactions. A trial balance is prepared monthly after all
adjusting and closing entries have been posted. LSEM’s chart of accounts has been developed so
that non-LSC funds are accounted for as separate distinct receipts and disbursements.

Upon request, the Development Coordinator generated a list of all donations and funding from
grants, corporate, foundations and other entities of at least $250 or greater for the years 2012,
2013, and through July 15, 2014. A sample consisting of 22 written notifications was reviewed
indicating LSEM’s full compliance with the requirements of 45 CFR 8§ 1610.5(a). The LSC
specific language outlining the prohibitions and conditions which apply to those funds was
clearly stated in the notification documentation.

The St. Louis Internship Program (“SLIP”) rents several rooms from LSEM in the basement of
LSEM’s office building. SLIP is LSEM’s tenant and is an internship program for high school
students and, as such, does not present any issues with regard to 45 CFR Part 1610. LSEM
utilized an average of comparable rental rates in the area to arrive at the market rate for SLIP’s
rent.
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There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 17: LSEM is in compliance with 45 CFR Part 1614 which is designed to ensure
that recipients of LSC funds involve private attorneys in the delivery of legal assistance to
eligible clients. LSEM met their required 12.5% PAI expenditures for the years 2012 and
2013.°

LSC regulations require LSC recipients to devote an amount of LSC and/or non-LSC funds equal
to 12.5 % of its LSC annualized basic field award for the involvement of private attorneys in the
delivery of legal assistance to eligible clients. This requirement is referred to as the "PAI" or
private attorney involvement 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 88 1614.3(a), (b), (c), 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. The term “private attorney” is defined as an attorney who is not a
staff attorney. See 45 CFR § 1614.1(d). 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.

Recipients are required to develop a PAI Plan and budget. See 45 CFR § 1614.4(a). The annual
plan shall take into consideration the legal needs of eligible clients in the geographical area, the
delivery mechanisms potentially available to provide the opportunity for private attorneys to
meet legal needs, and the results of consultation with significant segments of the client
community, private attorneys and bar associations, including minority and women’s bar
associations. The recipient must document that its proposed annual Plan has been presented to
all local bar associations and the Plan shall summarize their response. See 45 CFR 88§ 1614.4(a)
and (b).

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

8 At the time of the review, 45 CFR Part 1614 was under revision. LSEM’s compliance was assessed against the
regulation in effect at the time of the review and all citations in this report are to that regulation. LSEM is now
required to comply with the revised regulation, which went into effect in November 2014.
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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.

LSEM discharges its PAI activities in a myriad of ways, with the primary component being the
Volunteer Lawyers Program (“VLP”) in St. Louis and Hannibal, MO. All expenses and costs
supporting VLP are counted 100% towards the PAI effort. LSEM also has a panel of reduced-
fee private attorneys with a membership of roughly 40 of which 20 to 25 attorneys are consistent
participants. The hourly rate for a reduced-fee private attorney is $50. Also, participating in the
PAI efforts are in-house attorneys and paralegals who charge a portion of their time along with
their direct expenses to PAIL. LSEM is satisfying 45 CFR 8 1614.3(e)(1)(i) which requires that
“all methods of allocating common costs shall be clearly documented” by reporting indirect PAI
expenses as is stipulated in its Private Attorney Involvement Plan on pages 7 and 8 under
“financial systems and practices.” The formula LSEM employs is total salaries divided by PAI
salaries to determine the indirect PAI cost allocation.

The regulations, at 45 CFR § 1614.3(e)(2), require that the support and expenses relating to a
recipient’s PAI effort must be reported separately in the recipient’s year-end audit. As required
by 45 CFR § 1614.3(e)(2), LSEM’s audited financial statements (“AFS”) for the years ending
December 31, 2012 and December 31, 2013, separately reported expenditures dedicated to the
PAI effort. The schedules of “Support and Revenues, Expenses and Changes in Net Assets”
reported a total of Private Attorney Involvement Funds of $235,897 at the end of LSEM’s fiscal
year 2013, representing 12.96% of the total basic field grant ($1,819,733). The figures for fiscal
year 2012 were $307,057 in PAI or 16.63% of the total basic field grant of $1,846,684.

LSEM’s PAI plan involves private attorneys in the delivery of legal assistance to eligible clients
through both pro bono and contract services. The PAI component assists clients in 21counties in
Missouri including, but not limited to, St. Louis City, Franklin, Jefferson, Monroe, Montgomery,
and Shelby. In order to meet the needs of the population it serves, LSEM collaborates with
individual volunteer attorneys, non-legal volunteers, law firms, law schools (Saint Louis
University School of Law Clinic and the Washington University School of Law Clinic), and
retired judges in order to provide services in the following areas of law: consumer, community
and economic development, disability, education, elderly, family law, health, housing,
immigration, income maintenance, public benefits, probate matters, and tax matters.

Intake Process

Reduced Fee Cases:

The intake process for a PAI case is identical to the intake process for a staff case, which was
discussed herein in Finding 2 supra. All branch offices can refer case to LSEM’s PAI
component. Once a case is deemed suitable for PAI referral, it is assigned to the PAI
Coordinators, one in the St Louis office and one in the Hannibal office, who review the intake
for accuracy, to ensure that all of the critical fields are complete (income, assets, citizenship
eligibility, etc.), and to ensure that there is sufficient information concerning the applicant, the
adverse party, and the nature of the case. The basis for referrals to the PAI component depends
on the type of case and the availability of internal staff resources to handle a case in-house. Upon

reviewing the intake information, the PAI Coordinators meets with the Managing Attorneys of
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the unit that referred the case to determine if the case will be accepted or rejected. Once an
acceptance decision has been made by the Managing Attorneys, the PAI Coordinators contact the
applicant to let them know of the decision and/or obtain additional information regarding their
case.

VLP Cases:

The VLP receives referrals in different ways depending on the case type: either directly from the
Advocacy and Referral Team (“ART”) or from one (1) of the internal LSEM substantive units
that reviewed the case and determined it had merit, but could not accept the case due to lack of
resources. The VLP has two (2) full-time paralegals who each are responsible for designated
case types. The paralegal assigned to the case is responsible for changing the unit and advocate
in LSEM’s ACMS. In all extended service cases handled by the VLP, a Retainer Packet is
obtained and kept in the client’s file. A Retainer Packet consists of a signed retainer agreement,
a signed release of information, and a referral authorization. To get the Retainer Packet signed
and returned (if it has not already been obtained by ART), the VLP sends the client a letter
informing the client that the request for documents and information must be responded to within
14 days. The letter also contains some legal advice and information relevant to the client’s
particular case. Once all of the forms and necessary information has been collected, the paralegal
and VLP Managing Attorney determine which client/cases will be referred to volunteer attorneys
and which will be given counsel and advice by the VLP Managing Attorney. Due to lack of
internal and external resources, not every case can be referred.

Referral Process

Reduced Fee Cases:

After the decision to accept a case has been made, the PAI Coordinators mail the client several
documents, including a citizenship attestation/verification of alien eligibility, for the client to
sign and return to the office prior to meeting with a private attorney. Simultaneously, the PAI
Coordinators select a private, contract attorney to provide services, based upon a rotating list of
participating attorneys, and confirms the attorney’s willingness to provide representation in the
client’s case. The participating attorneys provide legal representation in the area of family law
for a reduced hourly fee. Additionally, the PAI Coordinators maintain a list of attorneys who
will provide legal assistance with family law, will and estates, housing, immigration,
guardianship, probate, consumer, and education. If, for whatever reason, an attorney is
unavailable to assist a client, the PAI Coordinators will continue selecting attorneys, in order,
from the list until an available attorney is found.

LSEM runs computer checks in the ACMS on clients and the prospective opposing parties,
utilizing names, social security numbers, and addresses to ascertain if a potential conflict exits.
In addition, after selecting a private attorney and confirming their availability, the PAI
Coordinators provide the attorney with the intake information so that a conflict check can be
done within their own firms as well. After the conflict check is done, and the client has returned
the documentation sent to them, the PAI Coordinators instruct the client to call the private
attorney to schedule an appointment to discuss the details of the case. At this time, the PAI
Coordinators also sends the attorney the documents returned by the client, including the signed

attestation/verification of eligibility, as well as a case status update form and a case closure form.
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VLP Cases:

For those cases that the VLP will attempt to refer to a volunteer attorney, the paralegal will draft
a thorough case summary naming all of the parties (with details so the volunteer lawyer can
determine whether a conflict exists) and describing the nature of the legal assistance needed with
all dates and deadlines, as well as a short narrative of the factual circumstances of the case. The
paralegal will then begin efforts to find a volunteer willing to accept the case. The paralegal
utilizes LSEM’s Kemp’s system to initiate this process, searching for lawyer who have indicated
they will consider certain case types in certain venues. If no attorney accepts the case, the
paralegal confers with the Managing Attorney about options, which include advising client to get
a continuance to allow more time for referral efforts, or notifying the client that no attorney
accepted the case and then providing counsel and advice. For those cases that will not be
referred by the VLP, the paralegal and Managing Attorney determine what counsel and advice is
appropriate and make a plan to provide that assistance and close the file. A hard-copy case
folder of the file is kept in the paralegal’s office for all open cases, and an electronic version of
the file is maintained in the ACMS

The VLP closes a case once it determines that the case (as defined within the retainer agreement)
has been resolved. This is determined from the volunteer attorney contacting the VVLP or
responding to an update letter. The paralegal determines the outcome of the case, how the
outcome was reached (negotiation, trial etc.), and the number of hours the volunteer spent
representing the client. If the attorney does not send a copy of the court pleadings or other
dispositive documentation, the paralegal will print the docket entries for that case from Missouri
CaseNet. The paralegal then completes the LSEM Case Closing Form, ensuring that the
appropriate LSC-required information and coding is completed.

The most common types of cases that the VVLP receives are family matters, domestic violence,
housing cases, unemployment compensation appeals, immigration cases, guardianship petitions,
and estate planning matters.

Oversight

LSC requires recipients to create oversight and follow-up systems and procedures that are
sufficient to track the timely referral, follow-up, and disposition of PAI cases. See 45 CFR §
1614.3(d)(3) and CSR Handbook (2008 Ed., as amended 2011), § 10.4. LSEM has systems and
practices in place to track PAI activities to ensure that PAI cases have effective oversight and
follow-up which has led to a high rate of compliance. Interviews, case review, and review of
PAI oversight documentation provided during the on-site review evidenced that LSEM is in
compliance with 45 CFR § 1614.3(d)(3) and CSR Handbook (2008 Ed., as amended 2011), §
10.4.

Once a case has been placed within the PAI component, the case is routinely monitored by the
PAI Coordinators for status updates, one (1) Coordinator in the St Louis office and one (1) in the
Hannibal office. The PAI Coordinators contact the attorney within 15 days of placement to
obtain the status of the case. Thereafter, the PAI Coordinators will follow up with the attorney

and review the attorney’s invoices, every 30 days until the case is closed. Once the case is
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closed, the PAI Coordinators request that the attorney return the case closure form, if they have
not already provided it. Based upon the information contained in the form, they will select the
closing code and submit the case file to the Managing Attorney for review. The Managing
Attorney ensures that the selected closing code is supported by case file information and gives
the file back to the PAI Coordinators so that it can be closed in the ACMS.

Interviews indicated that if the client never meets with a private attorney, an advice letter is sent
from the Managing Attorney of the Hannibal office and the case is closed under closing code
“A,” Counsel and Advice, and coded as a staff case. However, a sample advice letter provided
did not include evidence of legal advice provided to the client. Specifically, the letter referenced
a pamphlet concerning the client’s legal problem, but did not contain an application of the law to
the client’s specific facts, as required by CSR Handbook (2008 Ed., as amended 2011), § 10.5,
therefore rendering the case un-reportable in the CSRs.

For VLP referrals, once a case has been placed with the volunteer attorney, the VLP sends the
attorney an update letter, first two (2) weeks after the referral, and then every 60 days thereafter
requesting updates from the attorney. The paralegal sets reminder/ticklers in ACMS calendaring
system immediately upon referral of the case. If the attorney fails to respond to the case update
request within a week, the paralegal will call the attorney until the updated information is
obtained. Once the paralegal has obtained the full update, the paralegal can use the information
provided to set a new tickler for an appropriate time (usually 60 days). The updated letters are
kept in both the hard-copy file and the electronic file kept in ACMS.

The sampled PAI cases reviewed were in compliance with LSC regulations and the CSR
Handbook, (2008 Ed., as amended 2011).

Required Corrective Action

The DR instructed LSEM to take corrective action to ensure that, pursuant to the documentation
requirements of the CSR Handbook (2008 Ed., as amended 2011), 8 10.5, every case closed as
a PAI case or a staff case contains the necessary documentation to identify the legal assistance
provided by a PAI attorney or staff attorney is consistent with the closing code assigned.

In its response to the DR, LSEM stated that staff will be re-train staff on “the necessary
documentation to identify the legal assistance provided for both PAI and staff cases, and on the
proper closing codes from the CSR Handbook.” In addition, LSEM stated “that it offers
refresher training to staff on closing codes and closing procedures every year.”

Based on a review of LSEM’s response to this Finding, RCA No.8 will remain open until LSEM

provides evidence, in the form of training agendas/attendance logs, that such trainings have taken
place.
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Finding 18: LSEM is in compliance with the requirements of 45 CFR Part 1627 which
prohibits recipients from using LSC funds to pay membership fees or dues to any private
or nonprofit organization and regulates the requirements for all subgrants. However,
LSEM’s written policy requires modification to fully comply with 45 CFR Part 1627.

LSC has developed rules governing the transfer of LSC funds by recipients to other
organizations. See 45 CFR 8§ 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.® Except that the definition does not include transfers related to
contracts for services rendered directly to the recipient, e.g., accounting services, general counsel,
management consultants, computer services, etc., or contracts with private attorneys and law
firms involving $25,000 or less for the direct provision of legal assistance to eligible clients. See
45 CFR 88 1627.2(b)(1) and (b)(2); see also, 48 Federal Register 28485 (June 2, 1983) and 48
Federal Register 54207 (November 30, 1983).

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 percent.
Minor changes of work program, or changes in funding less than 10 percent do not require LSC
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 LSC’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 8§ 1627.3(b)(1), (b)(2), (c), 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 8 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.

? Programmatic activities includes 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. Such activities would not normally
include those 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 is included.
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The DF indicated that non-mandatory membership fees or dues are being paid with non-LSC
funds. This verbal assurance was corroborated with supporting documentation. The sub-ledger
“Dues and Fees - IOLTA” or account # 120-000-75200-1000-1 was obtained; sample payments
were identified and their supporting documents were requested and reviewed. Between January
1, 2012 and July 31, 2014, LSEM made numerous payments to National Legal Aid & Defender
Association (“NLADA?”), but used exclusively IOLTA funds for those payments. Based on a
limited review, LSEM is in compliance with 45 CFR § 1627.4. In addition, there were no
subgrants noted.

A review of LSEM’s written policy requirements disclosed that modification is required to
comply with 45 CFR Part 1627. LSEM’s policy does not: state requirements to establish a
subgrant, as stated in 45 CFR § 1627.3; include the prohibition on contributions outlined in 45
CFR 8§ 1627.5; discuss the requirements governing transfers to another LSC recipient, as
provided for in 45 CFR 8 1627.6; or authorize LSEM payment(s) to tax sheltered annuities
pursuant to 45 CFR § 1627.7.

Required Corrective Action

The DR instructed LSEM to take corrective action to modify its policy, as outlined above, to
comply with 45 CFR Part 1627. At the beginning of the visit, LSEM was made aware of this
matter and began to take steps to address this corrective action during the visit by modifying this

policy.

In its response to the DR, LSEM stated that it will modify its policy to comply with 45 CFR Part
1627 regarding: Section 1627.3 (the requirements to establish a subgrant); Section 1627.5

(the prohibition on contributions); Section 1627.6 (the requirements governing transfers to
another LSC recipient); and Section 1627.7 (the authorization of LSEM payment(s) to tax
sheltered annuities).

This corrective action shall remain open until LSC receives LSEM’s amended policy. This
amended policy should be submitted to LSC within 30 days of LSEM’s receipt of this Final
Report.

Finding 19: Review of the recipient’s policies, as well as interviews with members of
management and staff, evidenced that LSEM is in compliance with 45 CFR Part 1635
(Timekeeping requirement).

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.
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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. The timekeeping system must be able to
aggregate time record information on both closed and pending cases by legal problem type.
Recipients shall require any attorney or paralegal who works part-time for the recipient and part-
time for an organization that engages in restricted activities to certify in writing that the attorney
or paralegal has not engaged in restricted activity during any time for which the attorney or
paralegal was compensated by the recipient or has not used recipient resources for restricted
activities.

The review of four (4) attorneys and one (1) paralegal’s timekeeping records for one (1) pay
period each in 2012, 2013, and 2014 evidenced that time records are electronically and
contemporaneously kept. The time spent on each case, matter, or supporting activity is recorded
in compliance with 45 CFR 88 1635.3(b) and (c).

During the review period, LSEM did not employ any part-time attorneys or part-time paralegals
who were employed by both LSEM and an organization that engages in restricted activities.
Therefore, LSEM is not required to obtain quarterly certifications pursuant to 45 CFR 8
1635.3(d). Review of the recipient’s policies, as well as interviews with members of
management and staff, evidenced that LSEM is in compliance with 45 CFR Part 1635.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

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

Prior to December 16, 2009, except as otherwise provided by LSC regulations, recipients could
not claim, or correct and retain attorneys’ fees in any case undertaken on behalf of a client of the
recipient. See 45 CFR § 1642.3."° However, with the enactment of LSC’s FY 2010 consolidated
appropriation, the statutory restriction on claiming, collecting or retaining attorneys, fees was
lifted. Therefore, at its January 30, 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.

LSC further determined that it will not take enforcement action 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. As well, the regulatory provisions regarding
accounting for and use of attorneys’ fees and acceptance of reimbursement remain in force and

19 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 former 45 CFR § 1642.2(a).
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violation of these requirements, regardless of when they occur, may subject the recipient to
compliance and enforcement action. See LSC Program Letters 09-3 (December 17, 2009) and
10-1 (February 18, 2010).

Review of sampled cases, as well as interviews with management and staff evidenced LSEM’s
compliance with the requirements of former 45 CFR Part 1642 (Attorneys’ fees).

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 21: Review of sampled cases, as well as interviews with members of management
and staff, evidenced compliance with the requirements of 45 CFR Part 1612 (Restrictions
on lobbying and certain other activities). However, LSEM’s written policy requires
modification to comply with 45 CFR § 1612.11. Special Grant Condition (“SGC”) number
four (4) imposed on LSEM in 2014 has been satisfied and complied with.

The purpose of 45 CFR Part 1612 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.

Review of LSEM’s financial records, and review of sampled cases evidenced neither any
permitted nor prohibited 45 CFR Part 1612 activities for 2014. In discussions with the ED,
LSEM was of the belief and understanding that they had not been involved in any impermissible
45 CFR Part 1612 activities during the period of 2011 through 2013.** In 2014, LSEM was
placed under a SGC for a 45 CFR Part 1612 violation. SGC number four (4) required as follows:

On or before October 15, 2014, the Recipient shall require all
staff designated by LSC to attend Training, to be provided by
LSC, regarding the proper application and interpretation of 45
CFR Part 1612.

1 SC had previously determined that the preparation during business hours of an article written in 2012, by the
Director of Advocacy at LSEM, which was published in the Management Information Exchange Journal (the
“Article”) violated LSC statutory and regulatory restrictions on lobbying, legislative, and other advocacy activities
(the “LSC restrictions”). The Article recommended that legal services programs and lawyers take steps to support
state legislative or executive action to expand Medicaid under the Affordable Care Act (“ACA”). The restrictions
establish, with certain exclusions and exceptions, four categories of prohibited activity: (1) grassroots lobbying; (2)
training; (3) organizing; and (4) attempts to influence legislation, executive activity, or administrative decisions.
While the preparation of the article did not violate the first three categories of restrictions—grassroots lobbying,
training, and organizing—it did constitute an impermissible “attempt to influence” state law-making and/or
executive action and thus violated 45 CFR Part 1612.
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On September 12, 2014, LSC conducted a training regarding the proper application and
interpretation of 45 CFR Part 1612, in the St. Louis, MO office. All staff was in attendance,
satisfying and complying with this SGC.

LSEM has a written policy regarding 45 CFR Part 1612 which was reviewed by OCE prior to the
visit. The policy needs to be modified in order to comply with LSC regulations. The policy does
not indicate that attempts to influence any provision in a legislative measure appropriating funds,
or limiting the functions/authority of LSC, attempts to influence or the conduct of oversight
proceedings concerning LSC are prohibited pursuant to 45 CFR 88 1612.3(a)(3) and (4).

The policy includes permissible activities that are not included in 45 CFR 8 1612.5 or anywhere
else in the regulation, (Section I. B(9)- “participate as a legal advisor to, or as a member of ,an
organization, task force...” and Section I. C(1)(c) - “testify before or make information available
to commissions, committees or advisory bodies.”) The policy also does not include the
prohibition against training participants to engage in activities prohibited by the Act, other law,
etc. pursuant to 45 CFR § 1612.8(a)(4). Lastly, the policy does not include the recordkeeping
requirements listed in 45 CFR § 1612.10.

Required Corrective Action

The DR instructed LSEM to take corrective action to modify its written policy to comport with
45 CFR Part 1612, as outlined above. At the beginning of the visit, LSEM was made aware of
this matter and began to take steps to address this corrective action by modifying this policy.

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45 CFR
Part 1612 policy. The policy was reviewed by OCE and found to be in compliance with this
regulation.

Based on a review of LSEM’s response to this Finding, RCA No.10 is closed.

Finding 22: Review of sampled cases, as well as interviews with members of management
and staff, evidenced that LSEM is in compliance with the requirements of 45 CFR Parts
1613 and 1615 (Restrictions on legal assistance with respect to criminal proceedings and
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.

None of the sampled cases reviewed involved legal assistance with respect to a criminal
proceeding or a collateral attack in a criminal conviction. Interviews with management and staff
members also confirmed that LSEM is not involved in this prohibited activity.

There are no recommendations or required corrective actions.
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In its response to the DR, LSEM agreed with this Finding.

Finding 23: Review of the recipient’s policies and sampled cases, as well as interviews with
members of management and staff, evidenced that LSEM is in 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 8
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).*

LSEM’s policy on class actions comports with 45 CFR Part 1617.

None of the sampled cases reviewed involved initiation or participation in a class action.
Interviews with management and staff members also confirmed that LSEM is not involved in this
prohibited activity and is in compliance with the requirements of 45 CFR Part 1617.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 24: Review of sampled cases, as well as interviews with members of management
and staff, evidenced that LSEM is in 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.

None of the sampled cases reviewed involved initiation or participation in redistricting activities.
Interviews with management and staff members confirmed that LSEM is not involved in this
prohibited activity.

LSEM has a written policy containing the 45 CFR Part 1632 restrictions and has implemented
procedures which are in compliance with the LSC regulation. Interviews and sampled cases
reviewed confirmed compliance with this regulation.

12 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).
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There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 25: Review of sampled cases, as well as interviews with members of management
and staff, evidenced that LSEM is in compliance with the requirements of 45 CFR Part
1633 (Restriction on representation in certain eviction proceedings). However, the written
policy needs modification.

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
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.

LSEM has a written policy governing the defense of certain eviction proceedings as required by
45 CFR Part 1633. However, the policy needs to be modified. The policy does not indicate that
it is impermissible to represent someone who has been charged with possession of a controlled
substance with the intent to sell or distribute as required by 45 CFR § 1633.3(a).

None of the sampled cases reviewed involved defense of any such eviction proceeding.
Interviews with management and staff members also confirmed that LSEM is not involved in
this prohibited activity and is in compliance with the requirements of 45 CFR Part 1633.

Required Corrective Action

The DR instructed LSEM to take corrective action to modify its written policy to comport with
45 CFR Part 1633, as outlined above. At the beginning of the visit, LSEM was made aware of
this matter and began to take steps to address this corrective action by modifying this policy.

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45 CFR
Part 1633 policy. This policy was reviewed by OCE and found to be in compliance with this
regulation.

Based on a review of LSEM’s response to this Finding, RCA No.11 is closed.

Finding 26: Review of the recipient’s policies and sampled cases, as well as interviews with
members of management and staff, evidenced that LSEM is in 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
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behalf of such incarcerated person in any administrative proceeding challenging the condition of
the incarceration. See 45 CFR § 1637.3.

LSEM’s Policy on Representation of Incarcerated Persons comports with 45 CFR Part 1637.
None of the sampled cases reviewed involved participation in civil litigation or administrative
proceedings on behalf of incarcerated persons. Interviews with management and staff members
confirmed that LSEM is not involved in this prohibited activity and is in compliance with the
requirements of 45 CFR Part 1637.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

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

In 1996, Congress passed, and the President signed, the Omnibus Consolidated Rescissions and
Appropriations Act of 1996 (the 1996 Appropriations Act"), Pub. L. 104-134, 110 Stat. 1321
(April 26, 1996). The 1996 Appropriations Act contained a new restriction which prohibited
LSC recipients and their staff from engaging a client which it solicited. See Section 504(a)(18).
This restriction has been contained in all subsequent appropriations acts. This restriction is a
strict prohibition from being involved in a case in which the program actually solicited the client.
As stated clearly and concisely in 45 CFR § 1638.1: “[t]his part is designed to ensure that
recipients and their employees do not solicit clients.”

LSEM has a written policy governing the restrictions on solicitation, as required by 45 CFR Part
1638, which comports with the regulation. None of the sampled cases reviewed evidenced
involvement in these activities. Interviews with management and staff members confirmed that
LSEM is not involved in this prohibited activity and is, therefore, in compliance with the
requirements of 45 CFR Part 1638.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 28: Review of the recipient’s policies and sampled cases, as well as interviews with
members of management and staff, evidenced that LSEM is in 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 case
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handler, a legal right to suicide, euthanasia, or mercy killing, or case handler, or any other form
of legal assistance for such purpose. See 45 CFR 8§ 1643.3.

None of the sampled cases reviewed evidenced involvement in these activities. Interviews with
management and staff members confirmed that LSEM is not involved in this prohibited activity
and is, therefore, in compliance with the requirements of 45 CFR Part 1643.

LSEM has a written policy pertaining to Restrictions on Assisted Suicide, Euthanasia, and Mercy
Killing as required by 45 CFR § 1643.5, which comports with the regulation.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 29: Review of sampled cases, as well as interviews with members of management
and staff, evidenced that LSEM is in compliance with the requirements of certain other
LSC statutory prohibitions (42 USC 2996f § 1007 (a) (8) (Abortion), 42 USC 2996f § 1007
(@) (9) (School desegregation litigation), and 42 USC 2996f § 1007 (a) (10) (Military
selective service act or desertion).

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.

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.

None of the sampled cases evidenced involvement with these prohibited activities. Interviews
with management and staff members confirmed that LSEM is not involved in the

aforementioned prohibited activities and is in compliance with these requirements.
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There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 30: Review of LSEM’s policies evidenced substantial compliance with the
requirements of 45 CFR Part 1644. (Disclosure of case information). LSEM must modify
their written policy pertaining to 45 CFR Part 1644.

In accordance with 45 CFR Part 1644, recipients are directed to disclose to LSC and the public
certain information on cases filed in court by their attorneys. Under 45 CFR § 1644.4, the
following information must be disclosed for all actions filed on behalf of plaintiffs or petitioners
who are clients of the recipient:

a. the name and full address of each party to a case, unless the information is
protected by an order or rule of court or by State or Federal law, or the recipient’s
attorney reasonably believes that revealing such information would put the client
of the recipient at risk of physical harm;

b. the cause of action;
c. the name and full address of the court where the case is filed; and
d. the case number assigned to the case by the court.
LSEM has a written policy on Disclosure of Case Information as required by 45 CFR § 1644.5.

However, the policy needs to be modified. The policy does not indicate that the case disclosure
requirements also apply to subgrant cases pursuant to 45 CFR § 1644.3(a)(4).

Required Corrective Action

The DR instructed LSEM to take corrective action and modify their policy to comport with 45
CFR Part 1644. At the beginning of the visit, LSEM was made aware of this matter and began
to take steps to address this corrective action by modifying this policy.

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45 CFR
Part 1644 policy, as instructed by OCE in the DR. The policy was reviewed by OCE and found
to be in compliance with this regulation.

Based on a review of LSEM’s response to this Finding, RCA No. 12 is closed.
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Finding 31: The Accounting Manual was reviewed and it was determined that it was in
general compliance with LSC’s requirements. However, the Board of Directors (“BOD”)
did not review and approve the Accounting Manual as required by LSC’s Accounting
Guide.

OCE obtained LSEM’s Accounting Manual and reviewed it for compliance with the
Accounting Guide for LSC Recipients, 2010 Edition (“LSC Accounting Guide”). It was
determined that LSEM’s Accounting Manual is adequate and in general compliance with LSC
requirements, except that the BOD has not reviewed and approved it, as required . See LSC
Accounting Guide, Section 1-7, Responsibilities of the Financial Oversight Committee or
Committees, Number 3.

Additionally, it was disclosed that certain accounting policies are included in LSEM’s
Operating Manual, which are not in the Accounting Manual. These accounting policies should
also be reviewed and approved by the BOD.

Recommendation

The DR recommended that LSEM include the accounting policies found in the Operating
Manual in its Accounting Manual and to have the BOD review and approve an updated
Accounting Manual.

In its December 2014 submission, LSEM provided updated accounting policies and reported
that the Board of Directors reviewed the updated Accounting Manual and approved it on
November 20, 2014.

Finding 32: A review of the Segregation of Duties Worksheet, a matrix of internal controls
and the employees who perform financial functions, designed by OCE and completed by
the DF, disclosed that there are strong segregation of duties within the financial
processing of transactions at LSEM.

Interview of the DF and review of the Segregation of Duties Worksheet disclosed that proper
segregation of duties has been achieved by LSEM. The strong segregation of duties were
achieved due to LSEM having three (3) accountants, the Accountant General Ledger (“AGL”),
the Grants Accountant (“GA”), and the DF. In addition, LSEM has two (2) non-financial
employees, the Director of Human Services (“DHR”) and the Executive Assistant (“EA”),
involved in the processing of financial transactions.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.
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Finding 33: Based upon an interview with the Treasurer of LSEM’s BOD and a limited
review of BOD meeting minutes for the time period of June 2013 to July 2014, it was
disclosed that LSEM’s BOD is in compliance with LSC’s regulations and requirements.

Interview of the Treasurer of LSEM’s BOD concerning the Responsibilities of the Financial
Oversight Committees, as outlined in LSC’s Accounting Guide, Chapter 1, Section 1-7, and
review of a sample of minutes of BOD meetings for June 2013 to July 2014 disclosed that the
BOD generally adheres to LSC regulations and requirements.

LSEM’s Budget Finance and Audit Committee fulfills its fiduciary responsibilities and duties in
accordance with LSC’s regulations and requirements relating to accounting and reporting
practices by:

. Guiding the process of selecting LSEM’s auditor and recommending the selection of a
particular auditor.

. Meeting with the auditor for an exit conference at the completion of each audit.

. Reviewing the expenditure budget in detail and recommending approval to the full
BOD.

. Maintaining communications with the auditor and meeting with the auditor to discuss

and/or inquire about audit reports, financial statements and the effectiveness of LSEM’s
management of accounting and financial functions.

. Hiring the auditor and setting the auditor’s compensation.
. Overseeing the auditor’s activities.
. Setting rules and processes for complaints concerning:

a) Accounting practices and
b) Internal control practices.
. Instituting any changes necessary to ensure proper oversight and control of funds.

. Reviewing the IRS 990 for completeness, accuracy, and on time filing and reviewing
and approving LSEM’s annual budget.

. Reviewing monthly management reports (including budget and actual income and
expenses variances, and statement of cash on hand) with the ED.

. Coordinating board training on financial matters.

. Ensuring that LSEM’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 LSEM’s resources and risks, and accountability
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of persons within the organization.
See LSC Accounting Guide, Chapter 1, Section 1-7.

The LSEM BOD’s Treasurer is considered a financial expert by LSEM due to his involvement
in private business accounting as an attorney. He was actively involved in mergers and
acquisitions and non-profit accounting as an attorney.

Additionally, LSEM’s BOD and its financial oversight committee, through its Charter, have
policies and procedures that define the committee’s financial duties and responsibilities. See
LSC Accounting Guide, Chapter 1, Sectionl-7, Paragraph 6.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 34: A limited review of the cash receipts was performed for selected receipts
recorded in the operating checking account in May 2014. The review disclosed that LSEM
has adequate policies and proper internal controls surrounding cash receipts, which are in
compliance with LSC’s requirements.

A limited review of cash receipts totaling $70,203.74 (16 individual deposits) for May 2014
deposited into the operating checking account was conducted. The review disclosed
compliance with LSEM’s Accounting Manual and the LSC Accounting Guide.

It was noted that in LSEM’s reception area, where the receptionist receives cash receipts, there
is a sign instructing clients that a receipt should be given for all cash and/or checks given to
LSEM'’s receptionist, and if no receipt given, a supervisor should be contacted. See LSC
Accounting Guide, Appendix VII, H, Number 15.

Overall, the internal controls over cash receipts and the processing of cash receipts are
considered adequate and in compliance with LSC’s requirements.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 35: A limited review of cash disbursements evidenced that LSEM has adequate
policies and procedures which include proper internal controls surrounding such
disbursements, and in compliance with LSC’s requirements.

A review of a sample of 43 cash disbursements, totaling $52,343.30 from the operating
checking account for the month of May 2014 disclosed compliance with LSEM’s Financial
Policies Manual and the LSC Accounting Guide. The internal controls appeared to be adequate
and followed in the processing of the disbursements. All checks were signed by the ED, after
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the check amount and payee was reconciled to the original documentation. The sequence of the
check numbering system was maintained, and all voided checks are defaced and kept in a
locked cabinet.

The review of the disbursements, as described above, also disclosed that LSEM does not mark
invoices, receipts or documents supporting the disbursements as “Paid” to prevent duplicate
payments as required by the LSC Accounting Guide, Section 3-5.4(a).

LSEM instituted the practice of stamping documents supporting disbursements with a “Paid”
rubber stamp to prevent duplicate payments during the visit.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 36: A limited review of the policies and procedures surrounding expense reports
and credit card statements and the processing of such transactions disclosed compliance
with LSC’s requirements.

The review of 10 expense reports for the ED and his direct reports for the months of April and
May 2014, and a review of the credit card statement as of May 15, 2014, disclosed that all
expenses charged are documented by individual receipts and are agreed to the expense reports
or credit card statements. Additionally, the processing of the expense reports and credit card
expenses comply with LSEM’s and LSC’s requirements. All are reviewed and approved by the
employee’s supervisor. The ED’s expense reports and credit card expenses are reviewed by the
DF prior to payment and twice a year are reviewed and approved by the BOD’s Treasurer.

Recommendation

The DR recommended that the ED’s expense reports and credit card expenses be reviewed
quarterly by the BOD’s Treasurer.

In its response to the DR, LSEM stated that, beginning with the first quarter of 2015, the Board
Treasurer would review the Executive Director’s expense reports and credit card expenses on a
quarterly basis.

Finding 37: Travel advances disclosed that there are proper internal controls and
procedures surrounding the transactions.

A review of one (1) travel advance issued in April 2014, disclosed that: the advance was
approved by the ED; the amount appeared reasonable; the advance was noted on the employee’s
expense report; and it was properly cleared through the expense report process. The issuance
and clearance of the travel advance transaction had proper internal control procedures and was
in compliance with LSEM’s policies and procedures and LSC’s requirements.
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There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 38: A limited review of the bank account reconciliations for compliance with the
LSC Accounting Guide and LSEM’s policies and procedures disclosed that bank
reconciliations are not being approved by an employee independent of the accounting
function, as required by LSC.

The LSC Accounting Guide, Sections 3-5.2(d) and 3-5.4, require that bank reconciliations be
performed as follows:

Reconciliations are to be performed monthly by a person who
has no access to cash, who is not a regular check signer, and has
no cash bookkeeping duties; checks and deposits are to be
examined for accuracy; proper journal entries are to be made in
the general ledger and check register for voided checks; bank
statements are to be reconciled with the respective general
ledger cash account; and completed bank account reconciliations
are to be reviewed by a responsible individual and be initialed
and dated.

The LSC Accounting Guide, Appendix VII, I, Bank Reconciliations, contains additional
guidelines to strengthen and improve internal controls in this area. A review of April and May
2014 bank reconciliations disclosed that LSEM’s policies and procedures comport with LSC
Accounting Guide requirements, except for the review of the bank reconciliation not being
conducted by an employee independent of the accounting function. The DF performs the bank
reconciliations at LSEM; the bank reconciliations are not reviewed or approved by anyone other
than the DF.

Required Corrective Action

The DR instructed LSEM to have bank reconciliations reviewed and approved by a responsible
employee, independent of the accounting function, pursuant to the LSC Accounting Guide, 8 3-
5.2(d).

In its response to the DR, LSEM stated that it ““has revised its policies and procedures to state
that the Human Resource Director reviews the bank reconciliations prepared by the Director of
Finance.”

This corrective action shall remain open until such time as LSC receives evidence of the new

bank reconciliation policy. The policy should be submitted to LSC within 30 days of LSEM’s
receipt of this Final Report.
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Finding 39: A review of LSC Accounting Guide requirements compared to LSEM’s
policies and procedures concerning client trust accounts, and a limited review of
transactions within the funds during May 2014, disclosed compliance with LSC’s and
LSEM’s requirements.

A review of LSEM’s policies and procedures pertaining to client trust funds disclosed
compliance with LSC’s requirements, which are found at Sections 2-2.3 and 3-5.7 of the LSC
Accounting Guide. Additionally the LSC Accounting Guide, Appendix VII, L, Numbers 1-7,
recommends the following to ensure adequate control over client trust funds:

That client trust funds be deposited into a bank account used
only for the client’s intended purpose; the client trust bank
account be approved by the governing body; two signatures be
required on checks; the account be reconciled by an individual
not involved with client deposit operations; pre numbered
receipts are given to clients for all checks and cash received; a
receipt book with pre numbered receipts, a disbursement journal
and detailed activity for each client’s deposit are maintained;
and unclaimed client funds are timely turned over to the state
unclaimed funds pursuant to state law. Additionally, a record is
to be kept of each client’s account.

A review of selected transactions in May 2014 relating to client trust accounts disclosed
compliance with LSC and LSEM’s requirements.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 40: A limited review of LSEM’s petty cash policies and procedures revealed
compliance with LSC’s regulations, and a review of the St. Louis Office’s petty cash
transactions for the month of February 2014 disclosed no deficiencies or weaknesses.

The review of the petty cash transactions processed in the month of February 2014 disclosed
that the funds are maintained in a locked box stored in a locked file cabinet. All of LSEM’s
petty cash funds are kept on an imprest basis. The reimbursement of all funds are proper, which
included checks made payable to the custodian, and supported by proper receipts. All
disbursements contained receipts attached and an employee’s signature acknowledging receipt
of payment for the minor expenses reimbursed. Additionally, a surprise count of the petty cash
fund was conducted and the count matched the balance required. The review of LSEM’s petty
cash policies and procedures disclosed compliance with LSC’s requirements.

There are no recommendations or required corrective actions.
In its response to the DR, LSEM agreed with this Finding.
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Finding 41: A limited review of LSEM’s fixed assets policies and procedures disclosed
compliance with LSC requirements. Additionally, a review of the fixed asset ledger and
selected assets disclosed compliance with LSC’s requirements.

A review of LSEM’s fixed assets disclosed that LSEM has policies and procedures that are in
compliance with LSC’s requirements. A fixed asset ledger is maintained with proper
identification of each asset, proper depreciation, and original cost as required by LSC.
Additionally, each asset has an identification which is attached to the asset, is consistent with
the fixed asset ledger, and consistent with the physical inventory which is conducted every two
(2) years.

Accordingly, LSEM is in compliance with LSC’s requirements for its property, plant and
equipment, and related transactions.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 42: A review to determine if LSEM’s purchasing policies and procedures were in
compliance with LSC’s requirements was conducted and disclosed that bids are not
always obtained for purchases over $5,000.

LSC requirements related to purchasing all found in the Property Acquisition and Management
Manual, 45 CFR Part 1630, and Section 3-5.4(a) of the LSC Accounting Guide.

A review of LSEM’s policies and procedures for purchasing goods and services was conducted
and found to be in general compliance with LSC’s requirements. However, a review of two (2)
purchases made in 2013, which were over $5,000 each, disclosed that bids were not obtained
(no documentation of the bidding was available). LSEM’s policies and procedures concerning
capital purchases require that bids be obtained for all purchases over $5,000.

Additionally, the LSC Accounting Guide, Appendix VII, D. Procurement, Numbers 11 and 12,
recommends that, to ensure compliance with LSC requirements, the recipient have a procedure
that requires that bids be obtained or written justification be documented for a “Sole Source
Supplier” prior to entering into a contract that exceeds a specified dollar amount, and that each
purchase, above a reasonable level, be fully documented by maintaining the bids received.

Required Corrective Action

The DR instructed LSEM to take corrective action and either obtain bids or have written
justification for sole source suppliers for all purchases over $5,000 and the bids and written
justifications should be maintained for future review pursuant to the LSC requirements.

In its response to the DR, LSEM stated that it has revised its policies and procedures to state
that written quotes are required for all purchases, including sole source purchases, in excess of
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$10,000. In addition, LSEM stated that the policy requires each purchase to be fully
documented by maintaining the bids received and the approvals given.

This corrective action shall remain open until such time as the policy is received and reviewed
by LSC. The policy should be submitted to LSC within 30 days of LSEM’s receipt of this Final
Report.

Finding 43: A limited review of LSEM’s payroll policies and procedures and the
processing of a sample of pay checks during the payroll period disclosed general
compliance with LSC’s requirements and recommendations. However, the payroll
procedures do not state that the payroll is to be reviewed and approved by an employee
independent of the payroll function.

A review of LSEM’s payroll policies and procedures disclosed that they are in general
compliance with LSC’s requirements, which are found in Section 3-5.5 of the LSC Accounting
Manual. However, the policies and procedures do not state that the payroll is to be reviewed
and approved by an employee independent of the payroll function, which is a recommended
internal control. Currently, the payroll is reviewed and approved by the DHS, who indicates his
review and approval by signing and dating the payroll summary. The review of a sample of
payroll transactions from the May 31, 2014 payroll evidenced that time cards are approved by
the employee’s supervisor, along with vacation, holiday, sick, and personal days. This time is
tracked by the payroll system. The DHS reviews and approves the payroll prior to transferring
the funds to the checking account.

LSEM has adequate policies and procedures surrounding the processing of its payroll, which
comply with LSC’s requirements and no deficiencies or weaknesses were noted in the review of
samples of payroll processing for four (4) employees. However, as noted above, the policies and
procedures do not state that the payroll is to be reviewed and approved by an employee
independent of the payroll function

Recommendation

The DR recommended that LSEM’s policies and procedures concerning the processing of
payroll be revised to state that payroll is to be reviewed and approved by a responsible
employee independent of the payroll process prior to issuing the payroll checks. See LSC
Accounting Guide, Appendix VII, B. Personnel and Payroll, Number 5.

In its response to the DR, LSEM stated that its policies and procedures have been revised to
state that a review of each payroll will be done by the Human Resources Director before
processing to verify hours, rates, or other bases of payment by referencing to attendance
records, employment authorizations, approved rate changes, etc. (by someone not connected
with the preparation or distribution of the payroll).
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Finding 44: The security surrounding the Information Technology (“IT”) systems at
LSEM is adequate and in compliance with LSC’s requirements.

The LSC Accounting Guide recommends that there be adequate security over the recipient’s
computer system. Specific requirements are listed in Section 3-6 concerning passwords;
passwords are not to be shared, passwords and codes are to be changed periodically and old
passwords and users are to be deleted immediately. Additionally, the LSC Accounting
Guide,Section 3-5.14 requires that the system have a disaster recovery plan and that there be
appropriate firewalls, as well as antivirus and antispyware installed.

A review of LSEM’s computer system consisted of interviewing the Manager of Information
Systems (“MIS”) as to whether passwords are required to access the software systems and if the
passwords are changed on a regular basis and old passwords and users deleted. The MIS stated
that passwords are required, and are required to be changed on a periodic basis.

Additionally, a review was conducted to ascertain whether or not the accounting system was
backed up on a regular basis to ensure that information could be recovered, if a disaster was to
occur. The MIS indicated that the system is backed up through the backup disk being picked up
by Iron Mountain every week and maintained offsite. The MIS further indicated that there are
security controls such as firewalls, antivirus, and spyware programs installed in LSEM’s
system.

Based upon the review, LSEM’s IT system has adequate security and is in compliance with
LSC’s requirements.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.

Finding 45: A review conducted of LSEM’s Record Retention Policy and the related
procedures disclosed compliance with LSC’s requirements.

Per discussion with the staff of LSEM, it was determined that LSEM keeps its records with Iron
Mountain for the time periods required by LSC. LSEM has a written policy on Records
Retention which was reviewed and found to be in compliance with LSC’s requirements.

There are no recommendations or required corrective actions.

Finding 46: The review of the insurance policy disclosed that LSEM is in compliance with
45 CFR Part 1629 (Bonding of Recipients).

LSC regulations, at 45 CFR Part 1629, mandate that:

a) If any program which receives Corporation funds is not
a government, or an agency or instrumentality thereof, such
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program shall carry fidelity bond coverage at a minimum level of
at least ten (10) percent of the program’s annualized LSC
funding level for the previous fiscal year, or of the initial grant or
contract, if the program is a new grantee or contractor. No
coverage carried pursuant to this part shall be at a level less than
$50,000.

b) A fidelity bond is a bond indemnifying such program
against losses resulting from the fraud or lack of integrity,
honesty or fidelity of one or more employees, officers, agents,
directors or other persons holding a position of trust with the
program.

A review was conducted of LSEM’s insurance policy. LSEM’s Fidelity Bond covers employee
theft up to $500,000 per occurrence. The policy has a term of three (3) years, beginning May 15,
2013, which is set to expire on May 15, 2016. This coverage exceeds the minimum $50,000
coverage required by 45 CFR Part 1629 and is 27% of the program’s annualized LSC funding
level for 2013.

There are no recommendations or required corrective actions.

In its response to the DR, LSEM agreed with this Finding.
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IV. RECOMMENDATIONS®®

Consistent with the findings of this report, it is recommended that LSEM implement the
following recommended actions:

1. Provide intake staff with training regarding proper application of over-income factors,
pursuant to 45 CFR § 1611.5 and LSEM’s FEP. (Finding 2)

In its response to the DR, LSEM stated that it “will give additional training to intake staff
on the proper application of over-income factors.”

2. Provide intake staff with training regarding 45 CFR Part 1626 and the methods to be utilized
to verify an applicant’s eligible alien status. It is also recommended that intake staff be
trained on the effects of the requirements relating to the Kennedy Amendment, T-Visa, and
U-Visa cases, and the removal of the requirement for an applicant to demonstrate
citizenship/alien eligibility in cases where domestic violence is alleged so long as the
prerequisites of 45 CFR § 1626.3(d) are met. (Finding 2)

In its response to the DR, LSEM stated that staff has been provided with “additional
training regarding methods to verify an applicant’s eligible alien status, including when
domestic violence is alleged” and will provide this training again.

3. Cease the practice of providing clients with blank retainer agreements. (Finding 2)

In its response to the DR, LSEM stated that it “will cease giving clients blank retainer
agreements for them to fill in the scope of representation.”

4. Develop a procedural review of client retainer agreements to make certain that they properly
match the scope of the representation provided to the client and that the LSEM attorney
completes the scope in terms of services to be provided to the client. (Finding 6)

In its response to the DR, LSEM stated that staff “will be retrained to have the description in
the retainer of the scope of representation match the actual scope of representation provided
and for the attorney to fill in the scope in terms of service to the client.”

3 Items appearing in the “Recommendations” section are not enforced by LSC and therefore the program 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 the program with topics addressed in the
report. By contrast, the items listed in “Required Corrective Actions” (“RCA”) must be addressed by the program,
and will be enforced by LSC.
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5. Periodically review closing codes to ensure that the closure category best describes the level
of service provided, and provide training or other guidance to staff on the correct application
of LSC closing codes. (Finding 10)

In its response to the DR, LSEM stated that it “will conduct a staff training to review the
various closing codes so that the best category is chosen and to review the application of the
correct LSC closing codes.” Additional comments to the DR stated that LSEM *“conducts
refresher training on proper procedures in closing cases, including closing codes in the last
quarter of each year, and that it reviews with staff the most common errors found during the
annual self-inspection of cases.”

6. Include the accounting policies in the Operating Manual in its Accounting Manual and have
the BOD review and approve the revised Accounting Manual. (Finding 31)

In it response to the DR, LSEM stated that the “accounting policies in the Operating
Manual have been included in the Accounting Manual.” LSEM further stated that the
Board of Directors reviewed the updated Accounting Manual and approved it on November
20, 2014.

7. Require that the ED’s expense reports and credit card expenses be reviewed quarterly by the
BOD’s Treasurer. (Finding 36)

In its response to the DR, LSEM stated that “beginning with the first quarter of 2015, the
Board Treasurer will begin reviewing the Executive Director’s expense reports and credit
card expenses on a quarterly basis.”

8. LSEM’s policies and procedures concerning the processing of the payroll should be revised
to state that the payroll is to be reviewed and approved by a responsible employee
independent of the payroll function prior to issuing the payroll checks, pursuant to The LSC
Accounting Guide, Appendix VI, B. Personnel and Payroll, Number 5. (Finding 43)

In its response to the DR, LSEM stated that its policies and procedures have been revised to
state that a review of each payroll will be done by the Human Resources Director before
processing to verify hours, rates, or other bases of payment by referencing to attendance
records, employment authorizations, approved rate changes, etc. (by someone not
connected with the preparation or distribution of the payroll).
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V. REQUIRED CORRECTIVE ACTIONS

Consistent with the findings of this report, LSEM is required to submit a plan within 30 days of
the receipt of the Draft Report that describes the actions it will take to implement the Required
Corrective Actions (“RCA”) and implement the following RCAs:

1.

Ensure that all walk-in applicants comply with the screening and documentation
requirements pursuant to 45 CFR 8§ 1626.6(a) and 1626.7(a), and cease using the form
with the “yes” pre-checked for United States citizen. (Finding 2)

In its response to the DR, LSEM stated that it “will ensure that all walk-in clients comply
with screening and documentation requirements and execute proper citizenship
attestations.” LSEM further stated that it has ceased using the form with “yes” pre-
checked for United States citizenship.

Based on a review of LSEM’s response to this Finding, RCA No. 1 is closed.

Amend its Financial Eligibility policy to comply with 45 CFR Part 1611 (Financial
Eligibility). (Finding 3)

In its December 2014 submission, LSEM provided LSC with evidence of their amended
FEP policy, which now complies with 45 CFR Part 1611.

Based on a review of LSEM’s response to this Finding, RCA No. 2 is closed.

Amend its policy pertaining to 45 CFR Part 1626 (Restrictions on legal assistance to
aliens) to comply with 45 CFR § 1626.12. (Finding 5)

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45
CFR 8 1626.12 policy, which is now in compliance with this regulation. Based on a
review of LSEM’s response to this Finding, RCA No. 3 is closed.

Amend its 45 CFR Part 1636 (Client identity and statement of facts) written policy to
comply with 45 CFR § 1636.4. (Finding 7)

In its December 2014 submission, LSEM provided LSC with evidence of their amended
45 CFR Part 1636 policy, which is now in compliance with this regulation.

Based on a review of LSEM’s response to this Finding, RCA No. 4 is closed.

Amend its 45 CFR Part 1620 policy (Priorities in use of resources) to comply with 45
CFR § 1620.4 (Establishing policies and procedures for emergencies). (Finding 8)

In its December 2014 submission, LSEM provided LSC with evidence of its 45 CFR Part
1620 amendment, which is now in compliance with this regulation.

Based on a review of LSEM’s response to this Finding, RCA No. 5 is closed.
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6. Amend its 45 CFR Part 1604 policy (Outside practice of law) to comply with 45 CFR §
1604.3. (Finding 13)

In it response to the DR, LSEM stated that it will take steps to revise its policy regarding
45 CFR Part 1604 (Outside Practice of Law) to comply with 45 CFR § 1604.3, and will
submit a draft to LSC review.

This corrective action will remain open until such time as the amended policy is received
and reviewed by LSC. The policy should be submitted within 30 days of LSEM’s receipt
of this Final Report.

7. Amend its 45 CFR Part 1609 policy (Fee-generating cases) to comply with 45 CFR Part
1609. (Finding 15)

In its December 2014 submission, LSEM provided LSC with evidence of its amended fee-
generating policy which now complies with this Part 1609.

Based on a review of LSEM’s response to this Finding, RCA No. 7 is closed.

8. Ensure that every case that is reported as a PAI case or a staff case contain the
necessary documentation to identify the legal assistance provided by a PAI attorney or
staff attorney, and is consistent with the appropriate closing code pursuant to the
documentation requirements of the CSR Handbook (2008 Ed., as amended 2011), §
10.5. (Finding 17)

In its response to the DR, LSEM stated that staff will be re-train staff on “the necessary
documentation to identify the legal assistance provided for both PAI and staff cases, and
on the proper closing codes from the CSR Handbook.” In addition, LSEM stated “that it
offers refresher training to staff on closing codes and closing procedures every year.”

Based on a review of LSEM’s response to this Finding, RCA No.8 will remain open until
such time as LSEM submits evidence that such trainings have taken place. The evidence
should be submitted within 30 days of LSEM’s receipt of this Final Report.

9. Amend its 45 CFR Part 1627 written policy (Subgrants and membership fees or dues) to
fully comply with 45 CFR Part 1627. (Finding 18)

In its response to the DR, LSEM stated that it will modify its policy to comply with 45
CFR Part 1627 regarding: Section 1627.3 (the requirements to establish a subgrant);
Section 1627.5 (the prohibition on contributions); Section 1627.6 (the requirements
governing transfers to another LSC recipient); and Section 1627.7 (the authorization of
LSEM payment(s) to tax sheltered annuities).

This corrective action shall remain open until such time as LSC receives and reviews
LSEM’s amended policy. This amended policy should be submitted to LSC within 30
days of LSEM’s receipt of this Final Report.
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10.

11.

12.

13.

14.

Amend its 45 CFR Part 1612 policy (Restrictions on lobbying and certain other activities)
to comply with 45 CFR 8 1612.11. (Finding 21)

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45
CFR Part 1612 policy, which is now in compliance with this regulation.

Based on a review of LSEM’s response to this Finding, RCA No.10 is closed.

Amend its 45 CFR Part 1633 policy (Restriction on representation in certain eviction
proceedings) to comport with 45 CFR Part 1633. (Finding 25)

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45
CFR Part 1633 policy, which is now in compliance with this regulation.

Based on a review of LSEM’s response to this Finding, RCA No.11 is closed.

Amend its 45 CFR Part 1644 policy (Disclosure of case information) to comply with 45
CFR 8 1644.5. (Finding 30)

In its December 2014 submission, LSEM provided LSC with evidence of its amended 45
CFR Part 1644 policy, which is now in compliance with this regulation.

Based on a review of LSEM’s response to this Finding, RCA No.12 is closed.

Bank reconciliations at LSEM must be reviewed and approved by a responsible employee
who is independent of the accounting function. See LSC Accounting Guide, § 3-5.2(d).
(Finding 38)

In its response to the DR, LSEM stated that it has revised its policies and procedures to
state that the Human Resource Director reviews the bank reconciliations prepared by the
Director of Finance.

This corrective action shall remain open until such time as LSC receives evidence of the
new bank reconciliation policy. The policy should be submitted to LSC within 30 days
of LSEM’s receipt of this Final Report.

Obtain bids or have written justification for sole source suppliers for all purchases over
$5,000 and the bids and written justifications should be maintained for future review
pursuant to LSEM’s policy and the LSC Accounting Guide, Appendix VI, D.
Procurement, Numbers 11 and 12. (Finding 42)

In its response to the DR, LSEM stated that it has revised its policies and procedures to
state that written quotes are required for all purchases, including sole source purchases, in
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excess of $10,000. In addition, LSEM stated that the policy requires each purchase to be
fully documented by maintaining the bids received and the approvals given.

This corrective action shall remain open until such time as the policy is received and

reviewed by LSC. The policy should be submitted to LSC within 30 days of LSEM’s
receipt of this Final Report.
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Legal Services of Eastern Missouri, Inc. i
4232 Forest Park Avenue Y p®
St. Louis, Missouri 63108
Phone: (314) 534 = 4200/ rav: (314) 534 -1425 Pursuing Justice,
Strengthening Lives
www. LSEM.org

Daniel K. Glaster

Executive Director & General Counsel
(314) 256-8722

DKGlazieng:lsem.ory

December 9, 2014

Mr. Joseph Green

Legal Services Corporation
3333 K Street, NW
Washington, DC 20007
Via email: greenj@lsc.gov

Dear Mr. Green:

During the OCE site visit at LSEM in September, you provided us with the attached list of requested
changes to policies that OCE belicved were needed to comply more fully with LSC regulations.

LSEM has made the requested changes and they are attached in a separate PDF document.

The OCE changes requested tor the Accounting manual were approved by the LSEM Board at its
11/20/14 meeting and are attached. Also attached is a memo to the LSEM Board which outlines the
recommended accounting manual changes requested by OCE.

Please let us know if there is anything further needed in this regard.

We believe this concludes all the requested action/ changes by OCE tor LSEM before your report is
submitted.

Thanks so much for your assistance.

Sikcerely.

Dariiel K. Glazier
Executive Director & General Counsel

DKG/dsr
Enclosures
Darmed K. Glazier, Executive Direcror and General Counsel
—3 Legal Services ol Eastern Missouri is proud to b a Legal Services Corporation (LSC) grantee, Un)ted NN
== e i | sy )
and we camiply with all LSC conditions and prohibitions in acceptance oi ol funds. —



3/1999 rev, 2/2013, rev. 11/2014
Policy On Fee-Generating Cases And Referrals
45 CFR Part 1609

L Definition: “fee-generating case” means any case or matter which, if
undertaken on behalf of an eligible client by an'attorney in private practice,
reasonably may be expected to resnlt 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).

I Prohibitign: Neither LSEM nor any of its employees will use LSC funds to
provide legnl assistance in foee-generating cases unless other adsquate

representation is unavailable.

representation is deemed to be unavailable, an “approval for representation”
form must be signed by the director or the director’s designee, except when
done under 45 CPR 1609.3(b)(2) (sce form following this policy). A copy of the
approval must be in the client’s fils and a copy must be forwarded to the
director’s office. Other adequate representation is unavailable when:

1. The case has been rejected by the Lawyer Referral and Information Service (operated
by The Bar Association of Metropolitan St. Louis), The Missouri Bar Lawyer
Raferral Service, or similar lawyer referral service operated in LSEM’s service area,
ar by two private attorneys (45 CFR 1609.3(a)(1) or

2. Neither the referral service nor two (2) private attorneys will consider the case

without payment of a consultation fee. 45 CFR 1609.3(a)(2).
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and without the “approval for representation” form signed by the director or the
director’s designee, in the following circumstances:

1 Cases brought to secure benefits under Subchapter IT of the Social Security Act, and
other benefits listed under 1609.3(b)(1) ,including SSI ar SSDI benefits and
retroactive benefits for eligible clients, but staff may not seck or accept attorney’s
fees,

2 IfLSEM has determined, after consnltation with the appropriate private bar
representatives in its service area, that private attornsys ordinarily do not accept such
cases or do not accept them without prepaymont of a fee (45 CFR 1609.3(b)(2)), (e.g.,
cases brought under state or federal civil rights statutes, cases of injunctive ar
declaratary relief in which damages are not the primary form of relief or where
damages are expected to be less than $1,000.00, and the like. See further examples
described in the Memo of May 2012 from the Director of Advocacy, Joel Ferber to
the Bxecutive Director, Dantel Glazier, which follows this policy).

However in cascs falling tnder IV type 2 above, in lieu of a signed approval form, a copy

of the May 2012 Memo should be put in tho case fils, with a copy of the Momo and the

case # involved farwarded to the Director’s office or kept in a central place where the

Director’s office may access the group of cases done nnder this exception listed in this

Policy section IV. 2.

V.

4-39



1, Documented attempts in the past to refer similar cases have been futile. 45 CFR
1609.3()(3)(D)-

2. Emergency circumsatances compel immediate action before an attempt to refer can be
made, Tn such a case, the client must bs informed that a referral will be attempted at a
later time, if appropriate and consistent with professional responsibilities, 45 CFR
1609.3(b)(3)(11).

3. Recovery of damages is not the principle objective of the client’s case and substantial
attorney’s fees are unlikely. 45 CFR 1609.3(b)(3)(iii).

The foregoing policy does not apply to cases in which LSEM ar one of its employees is

appointed by a court to provide representation pursuant to a statute or court mle or practice

that applies to all attomeys in the jurisdiction, nor does this policy apply to cases LSEM
undertakes pursuant to a contract with a government agency or other entity.

ges: When a case or matter subject to
this policy results in recovery of damages or statutory benefits, L SEM may accept
reimbursement from the client of said costs and expenses incurred in commection with the
case or matier if the client has agreed in writing to reimburse LSEM for such costs and

expenses out of any such recovery.




M—
VEVHL _____ VH—Nothing in this policy shaill prevent LSEM from:
1. Requiring a client to pay court fees when the client does not qualify to proceed in
Jorma pauperis under the rules of the jurisdiction; or
2. Accepting attarney’s fees when a court appoints LSEM or an employee of LSEM

pursuant to a statute or a court rule or practice that is applicable to all attorneys in
the jurisdiction, (See policy on “Attorney’s Fees” later in this chapter.)
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REVISED 11/20146/2012

(Income Guidelines Changed 3/20143402011)

(Asset Ceilings Reviewed & Approved 3/10/2011

(Guidance on Asset Ceilings Reviewed, Revised and Approved 6/12/12)

These procedures and guidelines will be updated and revised as necessary, In determining
these standards for client eligibility, the program took into consideration the following factors: 1)
the eligible client population in the area served by LSEM; 2) the resources of LSEM; 3) other
sources of free or low-cost legal services; 4) the prioritles of LSEM; 5) the economy in LSEM's
service ares; and 6) the cost-of-living standards in LSEM’s service area.

In making a determination of eligibility for legal assistance, intake workers are to complets
the entire financial statement on each potential client, Information shall be obtained for each
category on the financis! stetement. Whenever possible, all eligibility information shall be entered
directly into Kemp’s.

L Maximum Income Ievels

The maximmm annyal income levels established by LSEM for client financial eligibility are
the official Federal Poverty Income Guidelines, Annual income may not exceed one hundred and
twenty-five percent (125%) of the official guidelines, except in certain circumstances which are set
out below in the section entitled “authorized exceptions”. “Income” means actual current annnal
total cash receipts, before taxes, of all persons who contribute to the support of an applicant’s
houschold. “Houschold” means individuels living together on a permanent and/or long-term basis

who provide monetary and non-monetary support to each other. “Total cash receipts” include:




2) income from self-employment, after deductions, for business or farm expenses; 3) regular
payments from public assistence; social security; unemployment and worker’s compensation;
4) strike bencfits from union fimds; 3) veterans benefits; 6) training stipends; 7) alimony, child
support and military family allotments or other regular support from an absent firnily member or
someone not living in the houschold; 8) public ar private employee pensions, and regular insurance
or aonuity payments; and 9) incoms from dividends, interest, rents, royalties or from estates and
trusts, They do not include money withdawn from a bank, tax refunds, gifts, compensation and/or
one-time insurance payments for injuries sustained, and non-cash benefits,
I,_Authorized Exceptions

If an individual’s gross income exceeds the program’s established guidelines, but is not
more than 200% of the poverty guidelines, the individual may be provided legal assistance if:

A)  The person is secking legal assistance to secure and/or maintain benefits provided
by a governmental program for the pear and/or mentally or physically impaired; or

B)  The person has outstanding medical expenses which amount to a substantial partion

of the individual’s gross tncoms.
In addition to the above exceptions, if a person’s eress-income is primarily cormmitted to

person may be served even if the individual’s gross income exceeds the program’s established
guidelines but is not more than 200% of the poverty income guidelines. This exception must be
based on written documentation received by LSEM, and must be approved by the executive
director, or his/her designee, in writing. (45 CER 1611.5(a) ().




II. Determination of Bligihility
A. FACTORS TO BE. USED IN DETERMINATION OF THE ELIGIBILITY OF

CLIENTS UNDER THE MAXIMUM INCOME LEVELS,

In addition to an individual’s gross income, the following factors shall be cansidered in
determining eligibitity of individuals whose income is ander the maximum level sct by the
program, either under LSC funding or other non-L.SC funding sources;

L Current income prospects, taking into acconnt seasonal variations in income,

2. ‘The availability of private logal representation at a low cost with respect to the
particular matter for which the person Is seeking assistance.

3. The consequences for the person if lsgal assistance is denied.

4. The existence of assets, as defined in regulation 45 CFR 1611.2 (d) — ¢
*Asgets’ means cash or other resources of the applicant or members of the applicant’s household
that are readily convertible to cash, which are currently and actually available to the applicant™,
which are in excess of the asset ceilings set out below in the section entitled “assct ceilings™.

5. Evidence of a prior administrative or judicial determination that the person’s
present lack of incoms results from refusal or unwillingness, without goad cause, to seek or accept
guitable employment.

If a determination is made not to serve a persan on the basis of the factors listed directly
above in 1 -5, then tho intake worker shall also consider the factors listed directly below in sectian
B.

B. FACTORS TO BE USED IN DETERMINATION OF THE ELIGIBILITY OF
CLIENTS OVER THE MAXIMUM INCOME LEVELS.




In addition to an individual’s gross incoms, the following factors shall be considered in
determining eligibility of individuals whose income is over the maximmm level st by the program
(either under LSC or non-L.SC funding sources):

1. Current income prospects, taking into account seasonal variations in income,

2,  Unreimbursed Medical expenscs, medical insurance premiums, and mursing home
expenses (see Section I above).

3. Fixed debts and obligations, including current taxes, such as Federal, State and
Local payroll taxes.

4, Child care, transpartation, job training or educationsl activities in preparation for
employment, and other expenses necessary for employment,

5. Expenses associated with age or physical infirmity of resident family members.

6. Other factors related to financial inability to afford legal assistance.

8 An applicant who s the victim of domestic violence shall not bave the incoms
of the allegedly abusive partner included in the houschold income.

If a determination is made to serve a person based on the factors listed above in (B), then
the intake worker shall also consider the factors listed above in (A) of this section,

IV, Assat Ceilings

In addition to income, the assets of the applicent end all persons who are resident members
of the household shall be considered in determining eligibility, “Assets” are as defined in regulation
1611.2 (d)— ** *Assets’ means cash or other resources of the applicant or members of the
applicant’s housechold that are readily convertible to cash, which are currently and actually
available to the applicant”. LSEM has sct an asset ceiling of seven thousand five mmdred dollars

($7,500). Readily available assets would include such things as cash on hend, bank and savings
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accounts, stocks, bonds, ete, Non-liquid assets would include such things as work-related
equipment not used in producing income, automobiles, real property, etc. Regulation 1611.3 (d)
provides that “In establishing asset ceilings, the recipient may exclude consideration of a
household’s principal residence, vehicles used for transportation, assets used in producing
income, and other assets which are exempt from attachment under State or Federal law.” In
accordance with regulation 1611.3 (d), LSEM edopts all those permitted asset ceiling exclusions,
which may bes applied to any case, as follows; 1) THE PRINCIPAL RESIDENCE OF AN
APPLICANT, 2) NO MORE THAN TWO VEHICLES USED FOR TRANSPORTATION, 3)
WORK-RELATED AND/OR BUSINESS ASSETS USED IN PRODUCING INCOME, AND
4) OTHER ASSETS WHICH ARE EXEMPT FROM ATTACHMENT UNDER STATE OR

FEDERAL LAW SHALL NQT BE INCLUDED WHEN DETERMINING ASSETS (for

‘workers shall also take into consideration any impediments to the individual’s access to the assets of
the family unit or household, In addition, reasonable equity value in work-related equipment or
other work-related and/or business assets used in producing income, which are essential to the
person’'s employment, or the employment of a memboer of the household, shall not be used to
disqualify an applicant as long s the owner of the equipment or work-related and/or business asset
is attempting to produce iIncome consistent with its fair market valus, Only the assets of the
applicant who is the victim of domestic violence, and other honsehiold members, excluding the
allegedly abusive partner, will be included in the calculation of household assets.

In unusual circumstances, the executive director may waive the maximum allowable assets

of $7,500. If such a waiver is granted, the decision shall be documented and included in the client’s -
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file, If an intake worker feels that the asset ceiling should be waived in a particular instance, the
executive dircctor shall be consulied,
V. Group Represgniation
Legal assistance may be provided to a group, corporation or association if it is primarily
composed of persons who are eligible for legal assistance under tho LSC Act, or if a‘principal
activity of the group is the delivery of services to those persons in the commmnity who would be
financially eligible for LSC-funded legul assistance, and the legal assistance it is requesting relates
to the activity. The group must provids information showing that it lacks, and has no practical
means of obtelning, funds to retain private counsel,
VL Retiner Agreoment
Bach client who receives extended legal assistance from L.SEM shall execute a retainsr
agreament. (A copy of the retainer agreement to be utilized is attached to these procedures,) The
retainer agreement shall be executed when representation begins; if this is not possible due to an
emergency situation, the retainer shall be executed as soan as is practicable. The executed retainer
agreement shall be made a part of the client’s file. The retainer agroement is not required to be
exwmdwhmthcoﬂysuvicembepmﬁdedhadvicenqdcmsulmﬁmmhﬂefmvimmchu
third-party telephone contact on behalf of the clisnt or drafting of simple documents., Best

If an eligible client becomes ineligible through a change in circumstances, LSEM shall
discontinue representation if the change in circumstances is such that the client can afford private




legal assistance and if the discontinuation Is not inconsistent with the attorney’s professional
VIIL Confidentiality

Nothing herein shall abrogate Section 1002(6) of the LSC Act which states that “attorneys
providing Iagnl assistante mmst have full freedom to protect the beat imterests of their clients, in
keeping with the Codo of Professional Responsibility, the Canons of Ethics, and the high standards
of the legal profession.”

Information furnished to LSEM by a client to establish financial eligibility shall not be
disclosed to any person who is not employed by LSEM in a manner that perrmits identification of
the client, without express written cansent of the client, except that LSEM shall provide such
information to the LSC when:

A)  The Corporation is investigating allegations that question the financial eligibility of
a previously identified client and 1.SEM’s representation thereof;

B)  The information sought by the Corporation relates solely to the financial efigibility
of that particular client;

C)  The information sought by the Corporation is necessary to confirm or deny specific
allegations relating to that particular client’s financial eligibility and LSEM’s representation
thereof; and

D)  The specific information sought by the Carporation is not protected by the
attorney/client privilege,

The information provided by the Corporation by LSHM shall not be disclosed to any
person who I3 not employed by the Corporation, Prior to providing the information to the




Corparation, LSEM shall notlfy the client that LSEM is required to provide to the Corporation the
information sought.
IX. Conclusion

If an intake worker has any substantial reason to question financial informetion given by an
applicant, the intake worker shall request verification of the financial information, and shall inform
the applicant that representation will not be provided until such verification is received. If any
questions ar problems should arise at any point during the intake process, the intake workers
should contact the executive director ar his/her designee,

3-9



Effective 3/31/2014

LEGAL SERVICES OF EASTERN MISSOURI, INC.

Income Eligibility Guidelines
(Based On Gross Tncome)
Family Size Weekly Income Monthly Incomo Yearly Income
1 $280.54 $1,215.67 $14,588.00
2 $378.13 $1,638.58 $19,663.00
3 $475.73 $2,061.50] $24,738.00
4 $573.33 $2,484.42 $29,813.00)
5 $670.92 $2,9o7.33l $34,888.00
6 $768.52 $3,330.25] $39,963.00
7 $866.12 $3,753.17 $45,038.00
] $963.71 $4,176.08| $50,113.00)
9 $1,061.31 $4,599.00[ $55,188.00
10 $1,1ss.90l $5,021.92| $60,263.00
1 $1,256.50' $5,444.ssl $65,338.00

For Bach additional dependent after 11, add 5,075.00 per year

#*The income guidelines for 2014 poverty guidelines are per the listing from LSC andapprovad
by the LSEM board in the March 2014 Board of Director’s meeting v
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Applicant’s Financla] Statement
The applicant’s financial statement that shall be utilized is in Kemp's Caseworks (Clients for

Windows). All clisnts seeking assistance from LSEM shall have an eligibility slip completed in
Kemp’s, and a Kemp's case record,
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(0] ONS O OCACY EFFORTS ED TO INFL.UEN
T ISLATIVE TIVE ACTIVITIES;
PR Vv G. CIPATION IN PUBI I
DEMONSTRATIONS AND RELATED ACTIVITIES AND ORGANIZING

Restrictions on Certain Activities 45 CFR Part 1612

45 CFR 1612
L LEGISLATIVE/ADMINISTRATIVE RULEMAKING PROHIBITIONS
A. Except as permitted by Sections B and C below, it 1s impermissible for any

individual, while engaged in legal services activities funded by LSEM, to initiate or to participate
in any effort:
1. that attempts to influence the passage or defeat of any legislation of

constitutional amendment, or any initiative, referendum or similar procedure of the Congress,
any state legislature ar local council, or similar goveming body acting in a legisiative capacity;
2, that attempts to influence any provision in a legislative measure appropriating
funds to, or defining or limiting the fimctions or authority of, LSEM (e.g., self-help lobbying);
3. that attempts to influence the conduct of oversight proceedings of any
legislative body concerning LSEM;

54, that attempts to participate in or influence any rulemaking or influence the
issuance, amendment, or revocation of any executive order (ralemsking is defined to include
agoncy processes for formulating, amending, or appealing mles, regulations or guidelines of

general applicability and future effect issued by the agency pursuant to Federal, State, ar local
4-22



rulemaking procedures, including notice and comment rulemaking and adjudicatory proceedings
that are formal sdversarial proceedings used to formulate or modify an agency policy of general

applicability and futore effect);
65. that engages in any grassroots lobbying activity;
6. that pays for any personal service, advertisement, telegram, telephone,

communication, letter, printed or written matter, administrative expense or related expense,
associated with any activity prohibited in the five preceding paragraphs.

B. Notwithstanding the prohibitions outlined in A, it is permissible for any
individual, while engaged in legal services activities funded by LSEM, to:

1. provide administrative representation for an eligibls client in a proceeding that
adjudicates the particular rights or interests of such eligible client or in negotiations directly
involving that client’s legal rights or responsibilities incinding prelitigation negotiation and

negotiations in the course of litigation;

2, initiate or participate in litigation challenging agency rules, regulations,
guidelines or palicies umless otherwise prohibited by law ar the Legal Services Corporation
regulations;

3, commmumicate with a government agency for the purpose of obtaining
informuﬁon, clarification, or interpretation of the agency’s rules, regnlations, practices or
policies;

4, inform clients, other recipients, or attorneys representing eligible clients,
about new or proposed statutes, executive orders or administrative regulations;

S. communicate directly or indirectly with the Legal Sexvices Corporation for

regulations, guidelines instructions and policies;
4-23



6. participate in meotings or serve on committees of bar associations, provided
that no resources of LSEM are used to support prohibited legislative or rulemaking activitics and
that LSEM is not identified with activities of bar associations that include such prohibited

actvities;

7. advise a client of the client’s right,.m communicate directly with an elected
offioial; |

8, participate in activitics relating to the judiciary, including the promulgation of

court rules, rules of professional responsibility and disciplinary rules.;-ex

C. Non-LSC funds of LSEM may be used by an employee:
1. to respond to a written request from a governmentul agency or official thereof,
elected official, legislative body, committee or member thereof, made to an employee or to a

recipient to:

a) testify orally or in writing;

b) provide information which may include analysis of or cormment upon
existing or proposed rules, regulations or legislation, or drafts of proposed rules, regulations ar
legislation; or

Loiomv-bodi
o) —participate-inrnogotiated-rulemaking:
2. Such participation must be made under the following conditions:
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) communications made in response to requests may be distributed by the
employee only to the party or parties that made the request or to other persons or entities only to
the extent that such distribution is required to comply with the requests;

b) noemployee of LSEM shall solicit or arrange a request from any official
to testify or to otherwise provide information in connection with legislation or rulemaking; and,

¢) cach employee shall maintain copies of all written requests received and
any written responses mado thereto and provide such requests and responses to the executive
directar.

3. Employses may vse non-1.SC funds to provide oral or written comments to an
agency and its staff in a public milemaking proceeding which includes notice and comment,
rulemeking, and other public proceedings.

4, Employees may use non-LSC funds to contact ar commmmicate with, respond
to or request from, a state or local governmental agency, a state or local legislative body or
committee, or 2 member thereof, regarding funding for LSEM.

II. ADVOCACY TRAINING

A, It Is impermissible for any individual, while engaged in legal assistance
activities funded by LSEM, to participate in or conduct a training program for the purpose of
advocating for a particular public policy or encouraging a political activity, a labor or anti-labor
activity, a boycott, picketing, a strike, or a demonstration, including the dissemination of

CRCT
L VIOGY

information about such a policy or activity;

prohibited by the Act ar other law.-
B. Attornoys and paralegal may participate in any training program, including

legal assistance to eligible clients or advise eligible clients as to the legal rights of the clients.
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C. Employees of LSEM may participate in training activities intended to inform
staff about what activities are prohibited by the LSC Act, other applicable federal law, ar Legal
Services Corporution regulations, guldelines or instructions.

I, PROHIBITIONS ON DEMONSTRATIONS, BOYCOTTS, STRIKES AND

CERTAIN OTHER ACTIVITIES

A. 1t is impermissible for any individoal, during working hours, while providing
Iegnl assistance or representation to L.SEM clients or while using resources provided by the
Legal Services Corporation or by private entities to:

1. participate in any public demonstration, picketing, boycott or strike except as
permitted by law in connection with the employee’s own employment situation; or

2, encourage, direct or coerce others to engage in such activities,

B. It is impormissible for any individual employed by 1.SEM at any time to

engage in or encourage other to engago in any:

1. rioting or civil disturbance;

2. activity determined by a court to be in violation of an ountstanding injunction
of any court of competent jurisdiction; or

3. other illegal activity that Is inconsistent with an employee’s responsibilities

under applicable law, Legal Services Corporation regulation, or the Rules of Professional
Conduct promulgated by the Missouri Supreme Conrt.

C. Attorneys for LSEM may inform and advise a client about legal alternatives to
litigation or the lawful conduct thereof and may take such action on behalf of a client as may be
required by professional responsibilities or applicable law of the State of Missouri or any other

IV. PROHIBITED ORGANIZING ACTIVITIES
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A, 1t is impermissible far any employee, while engaged in legal assistance
activities funded by the Legal Services Carporation or private entities, to initiate the formation,
or to act as an organizer, of any association, federation, labor union, coalition, network, alliance,
or any similar entity.

B. IhumwmanmypNWMbhgﬂmhmxcENMmmmemgm§Medknmvmo
desire to plan, establish or operate organizations, including preparing articles of incorparation
and bylaws for such organizations. Employeos may also provide legal advice or assistance to
eligible community groups or argenizations on both organizational issues and on substantive
legal issues of interest to the organization.

LSEM will maintain documentation of expenditnres of non-LSC funds for
legislative and rulemnking activities permitted mnder paragraph I(C) of this policy in
accordance with the tustructions issued by the Legal Services Corporation, LSEM will
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Policy On Class Actions {45 CFR 1617)

1t is impermissible for any individual, while engaged in legal assistance activities funded by
LSEM, to initiate or participate in any class action suit, For purposes of this policy, “class action
suit” refers to a lawsuit flled as, or otherwise declared by a court having jurisdiction over the case
to be, a class action pursuant to Rule 23 of the Federal Rules of Civil Procedire or any Missouri

statute.
This limitation does not prectude the representation of multiple parties or eligible groups

proscribe the use of other relevant judicial ar statutory procedures, including those related to:
third-party practice; joinder; interpleader; intervention; consolidation; mandamms; declaratory
Judgment; ar injunctive relief.

To initiate or participate in any class action mesns that any individual, whils engaged in
legal assistance activities funded by L.SHEM, may not be tuvolved at any stage of a class action prior
to ar after an order granting relief, including acting as an amicus curiae, co-counsel or providing
legal assistance to an individual client who seeks to intervens in, or challenge the adequacy of the
representation of a class, Legal assistance may be provided to an individnal who wishes to
withdmw from or opt ont of a class action but only to ensure that the individual client is not
included in the class or that the class order does not apply to the individual client.

Initinting or participating in a class action does not include non-adversarial activities such
a8 keeping informed concerning an order granting relief or explaining, clarifying, educating, ar
advising others about, the terms of an order granting relief,

Advocates who believe that they cannot cormply with professional responsibilities imposed

by The Missouri Bar unless they initiate or participate in a class action suit, ar who are uncertain as
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to the application of this limitation to particular circumstances, shall not proceed until they have
discussed and resolved the matter with the executive director.,
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Policy On Priorities Process 45 CFR 1620

Dus to insufficient resources to meet the legal needs of the low-incomes commumity, of necessity,
the variety of any cases accepted within each of the priority areas will be determined on the basis
of adequaie resources, including funding, staffing, available technology, and on the basis of the
specific case accoptance protocols within each substantive unit/project/office, which pratocols
arc reviewed and revised as neceasary, by the managing attorneys, in consultation with the
Associate Directors, Director of Advocacy and Executive Director.

Through either the staff ar the VLP, LSEM will continus to reach out to client-cligible
individnals and populations who have special legal problems or special difficulties of access to
legal services.

Procedures For Establishing Prioritics
In The Allocation Of Resources Of LSEM

Periodically, or at least every four (4) years, LSEM will conduct an appraisal of needs of its
client community. The following procedures will be utilized in establishing priorities in the
allocation of resources.

LSEM will conduct an effective appraisal of the needs of eligible clients in the geographic areas
served by the program, and their relative importance, based on information recetved from
potential or current eligible clients, served by and solicited in 8 manner reasonsbly caleulated to
obtain the attitude of all significant segments of the client populatian, The appraisal shall also
inctude input from 1.SEM employees, board members, the private bar, and other interested
persons, and to the extent feasible, should include outreach to eligible clients, which may include
the uso of such techniques as questionnaires and smveys, In addition to substantive legal
problems, the appraisal shall address the necd for outreach, training, and support services.

LSEM shall ensure an opportunity to participate by all significant ssgments of the client
commmumity and program employees in the setting of priorities, and in the annual review required
by 45 CFR 1620.5, and provide an oppartunity for comment by interested mombers of the public,

The following factors shall be among those considered by LSEM in establishing priorities:

A, the suggested priorities promnlgated by LSC;

B. the appraisal described above;

C. the population of eligible individual clients in the LSEM service area, including all significant
segments of that population with special legal problems or special difficnltics of access to legal
services; :

D. the resources of LSEM;
E. the availability of another source of free ar low-cost legal assistance in a particular category of

— cases-or-matiers;
F. the availability of other sources of training, support, and outreach services;
G. the relative importance of particular legal problems to the individual clients of LSEM;
H. the susceptibility of particular problems to solution through legal processes;
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L whether legal efforts by LSEM will complement other efforts to solve parﬁ:mlarpmblnms in
the area served;

J. whethmhgaleﬂ’mﬁwiﬂmuhmeﬂimﬂandwmonﬂcﬂdehveryofbgalserﬂmand
K. whether thero is a need to establish different priorities in different parts of the LSEM service
area.

LSEM will allocate resources consistent with the purposes and requirements of the LSC Act,
regulations, guidelines and instructions, including 45 CFR 1620.3, and shall make a reasonable
effort to provide that all potentially eligible clients in LSEM's service area have reasonably equal
access to similar types of sexvices. The types of services may vary so as to take into account
different priarities in different parts of the service area, a higher incidence of a particular kind of
legal problem, and the considerably higher costs of providing services or differences in
individual client financial resources,

The LSEM Board of Directors shall review priorities annmally. LSEM shall submit to 1LSC, and
make available to the public, an annual report summarizing the review of priorities, the date of
the most recent appraisal, the timetable for the future appraisal of needs and evaluation of
priorities, mechanisms which will be utilized to ensure effective client participation in pricrity
setting, and any changes in prioritics. The report will also Include the case acceptance policies
and procedures for LSEM, |

The following factors shall be among those considered in detormining whether LSEM's pricritics
should be changed:

A. the extent to which the objectives of the priorities have been accomplished;

B, changes in the resources of LSEM;

C. changes in the size, distribution or needs of the eligible client population;

D. the volume of non-priarity emergency cases or matters in a particular substantive area since

the last annual priorities;
EMERGENCY PROCFDURES

In the case of emergency circumstances, the executive director or designee shall bave the
authority to add ar delete program priorities. An emergency may include a case or matter
requiring immediate legal action, circumstances involving the necessities of life, a significant
risk to the health or safety of the client or immediate family membars, or issues that arise
because new and unforeseen circumstances, such as natural disasters or unanticipated changes in
the law affecting large numbers of clionts,

In determining an emergency, the following factors may be among those considered by the
executive directar or designee:

1, the time period in which action mmst be taken to protect the client's interests;

2, the aeventyofthncnnsequencca totheclientifnoacﬁunistakcn,
4, wheactmnmust be taken immediately because of the applicable statute of limitations;



5. the capacity of another source of free or low-cost legal assistance to underteke the particular
case; and the effect the problem presented will have on the client community.

Theexecuﬂvedimctorurhisduigneemustapprovethehnndhngofameonanemcrgenny

basis (approval form attached hereto).
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11/2007 rev. 82014

LEGAL SERVICES OF EASTERN MISSOURIL, INC.
Client Grievance Procedure (45 CFR 1621)

L  TheGrievauce Procedure

Each client or potential client has the right to complain about certain actions which they
consider to be improper refusal to handle a case, improper handling of a case, ar other improper
treatment, This policy has been instituted to foster effective commmication between the
complainant and LSEM.

The proceduores for complaints of those denied services are as follows:

A.  Atthe initial intake stage or as soon thereafter as pmctical, applicants shall be
informed of the right to file a grievance (may provide I.SEM Brochure with “Notice of Griovance
Procedure”),

B. ‘The complainant should first make the complaint to the managing attomey of the
unit doing the intake,

1. The managing attorney has five (5) business days to resalve the complaint.
Tf the complaint canmot be resolved, the complainant may confer with the executive directar ar the
designee of the director.

C.  The executive director or designee shall give the complainant a fair and prompt
opportunity to present the complaint. The complaint may be in writing, orally, or both, depending
on the choice of potential client. If the complaint is made orally, the oral complaint shall be
recorded to protect against any discrepancies in said complaint. 1.SEM shall transcribe said
recording into a brief written statement of the complaint which shall be included in the complaint
file. The complainant shall have the right to review said transcribed statement for accuracy and sign
off on the contents of the transcribed statement.
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D, The executive director or designee shall give the complainant written notice of
his/her findings and actions within ten (10) warking days from the date of the complaint to the
directar ar his/her designee.

B, If the executive director or designec can not resolve the applicant’s complaint, to the
extent practical, the complainant may confer with a member of the governing body.

The procedures for client complaints are as follows:

A.  Atthe initial intake stage or as soon thereafter as practical, applicants shall be
informed of the right to file a grievance (may provide LSEM Brochure with “Notice of Grievance
Procedure™).

B. The complainant should first make the complaint to his/her lawyer, or to the
managing attorney of the unit.

C.  Ifthe complaint is not resolved within five (5) working days of the complaint, the
complainant, if he/she wishes to pursue the complaint, shall take the matter to the appropriate
managing attorney within five (5) working days from the date the complaint should bave been
resolved. The lawyer and/or managing attomey shall advise the complainant of this right.

D. If the matter is not resolved by the managing attorney within five (5) warking days,
the complainant may take the complaint to the executive director or his/her designee. The
complaint shall be made within five (5) working days from the date the complaint shonld have bean
resolved by the lawyer and/or managing attorney.,

E. The executive director or designee shall give the coruplainant a fair and prompt
opportunity to present the complaint, The complaint may be in writing, omlly, ar both, depending
on the choice of the client or potential client, If the complaint is made orally, the oral complaint
shall be recorded to protect against any discrepancies in sald complaint, LSEM shall transcribe
said recarding into a brief written statement of the complaint which shall be included in the
complaint file. The complainant shall have the right to review said transcribed statoment for




F. The executive director or designee shall give the complainant written notice of
his/ber findings and actions within ten (10) warking days from the date of the complaint to the
director or his/her designee.

G. X the complainant is not satisfied with the action of the executive director or
designes, he or she may file a complaint with the Grievance Committee of the Board of Directors
The complaint shall be made within ten (10) calendar days of his/her receipt of the findings of the
executive director or the designee, provided his/her compiaint falls within the purview of pamgraph
1l below, The complaint may be filed either orally ar in writing, If the complaint is filed orally, it
shall be recarded and a written summary of the substance of the complaint shell be made. The
complainant shall have tho right to review the written summary for accuracy and sign off on the
contents of the summary, The executive dircctor or designee shell give the complainant notice of
this right, along with the notice of his/her findings and actions.

H.,  Nothing herein shall interfere with the lawyer/client relationship.

L Within five (5) working days of receipt of complainant’s notice of dissatisfaction
with the findings of the executive director or his/ber designes, the executive director ar designee
shall forward to the Grievance Committee of the Board of Directors the following:

1 The complainant’s written statement or the written summery of his/her oral

2, The executive director's ar designee's findings and canclusions.

1 The Grievance Committes of the Board of Directors or its designee shall, within
fifteen (15) warking days, afford the complainant an opportunity to make an oral statement, which
ghall be recorded for accuracy, to the committee or its desipnee. Complainant may have another
person of his/her choosing present for said statement,

K.  The decislon of the Grisvance Committee shall be rendered and a copy mailed to the
executive director and the complainant within fifieen (15) working days of the date of the




charge af discrimination on the basis of race, color, religion, creed, sex, marital status, national
arigin, ancestry, citizenship, age, disability, sexual orientation, status as a veteran, other personal
characteristics or relationships, or any other cansideration prohibited by law.

1.  Inths event the complaint was based on any of the above cited factors, the
complainant shall be advised that he/she may request a review of the decision by the Director of

Baual Opportunity at: Legal Services i
: 3333 K St, NW, 3% f1,
Washington, DC 20007 Phane: (202)295-1500

M. If the complaint is received concerning the manner and quality of legnl assistance
rendered by a private afttomey pursuant to our PAI program under 45 CFR 1614, the complaint shall
be processed in a manner consistent with LSEMs responsibilities under 45 CFR 1614.3(d)(3) and
with applicable state and local rules of professional responsibility.

L L2
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REVISED 11/2014

Citizen/Rligible Alien Determination Form - Part 1626
Case No. Date of Intake
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11/96, rev. 11/2014
Policy On Dues Payments and Subgrants
45 CFR Part 1627

Payment of Mandatory Bar Dues With Legal Services Corporation Fonds

A.  Except as provided in paragraph B, LSEM will not nse funds provided by the
Legal Services Carparation to pay dues to any private or nonprofit organization, whether on
bﬁmﬁﬁﬂwpmymmmmnhﬁhﬁhﬂemﬂmudhymnmmmmLAdmmﬁwmmnmamwmmn
to an organization on behalf of the program or an individual employed by the program to be &
member of the organization, or to acquire voting or participatory rights in the organization,

B. LSEM will pay the dues to The Missouri Bar on behalf of the attorneys employed
by the program. It may use Legal Services Corporation funds to pay such dues becanse the
payment of such does is mandated as a requirement of the practice of law by the Missouri

Supreme Court,
Payment of Does with non-Legal Services Corporatign Funds

LSEM will use non-Legal Services Corporation funds to pay duss on behaif of the
program or its employees to organizations designated by the executive director.
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3/99. rev. 112014
Policy On Representation In Certain Eviction Proceedings
45 CFR Part 1633

1t is impermissibls for any individual, while engaged in legal services activities funded by
LSEM, to defend any person in a proceeding to evict that person from a public housing project
if:

A.  The person has been charged with or has been convicted of the illegal possession,
sale, distribution, or manufacture of a controlled substance with the intent to sell or distribute;
and

B.  The eviction proceeding is brought by a public housing agency on the basis that
such illegal drug activity for which the person has been charged, or for which the person has
been convicted, did or does threaten the health or safety of other tenants residing in the public
housing project or employees of the public housing agency.,

For purposes of this policy, a person is considered to have been “charged with” engaging
in {llegal drug activities if a criminal proceeding has been instituted against such person by a
governmental entity with anthority to initiate such proceeding and such proceeding is pending,

LSEM will maintain a list of all cases which involve an eviction from public housing and

there is an allegation of drug sale, distribution or manufacture of drugs, or possession of drugs
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3/99, rev. 11/2014
Policy On Identification Of Client And Precomplaint Statement Of Facts 45 CFR 1636

{Note: This Part Does Not Apply To Pro Bono Attorneys
But Does Apply To Judicare And Contract Attorneys)

Any individual, while engaged in legal services activitics funded by LSEM, may not file
awmplnimm“omﬁhwo;engageinpm-_uﬁggiqgeempMuMemmmgoﬁuﬁm on
behalf of a client who is a potential plaintiff in the proposed action and who has authorized
LSEM to file suilt in the event that the settlement negotiations are unsuccessful, unless;

1. Bachthe proposed plaintiff is identified by name in the complaint, or in a separate gotice

2. The proposed plaintiff has signed a datod, written statement in English and, if necessary, ina
language other than English that the client understands, enumerating the particular facts
supporting the proposed complaint, insofar as thsy are known o the client when the statement 1s
signed.

-
v

A signed statement prepared for the purpose of complying with this policy shall not
include any clicnt information that is not otherwise to be disclosed as the basis of the complaint




preparation and shall state that it does not operate as a waiver of the attorney-client privilege or
work product privilege for any purpose other than compliance with Section 504(a)(8) of Public
Law 104-134, 119 Stat. 1321 (1996).

l The prepared statement shall be retained in the client’s file and a copy shall be gither
forwarded to the executive directar who shall maintain a file of all such statements in a central

I location, or kept in & central location where it Is accessible by the executive director’s office,
Such statement shall not be disclosed except to the Legal Services Corporation or to a federal
department or agency auditing or monitoring I.SEM in compliance with Section 509 of Public
Law 104-134.

] In the event of an emergency, when staff -reasanably believeg that delay is likely to canse
harm to a significant safety, property or liberty interest of the client, staff may proceed with the
proposed litigation or negotiation without a signed statemont of facts, provided that the statement
is prepared and signed as soon as possible thereafter. For each case where the statement of facts
was delayed because of an emergency, the client’s file shall include a statement of the nature of
the emergency.

A signed statement of facts is not required to be prepared when representation involves a
client who is a defendant; who is involved in an administrative proceeding that responds to an
action taken by a government agency, such as unfevorable disability, welfare, unemployment, or
housing authority decisions; for whom only brisf service, advice, and/or referral activities are
provided; or when contact with another party is prelimingry to negotiation ar is not made in
contemplation of litigation, such as to clarify the facts to gauge the potential for later negotiation,
or to resolve a matter an which LSEM does not intend to pursue litigation.
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SAMPLE STATEMENT OF FACTS REQUIRED BY PUBLIC LAW
104-134, SECTION 504(a)(8) — 45 CFR 1636

Plaintif , aigned this statement of facts to comply with the

requirements of Section 504(a)(8) of Public Law 104-134. This statement was writion by
plhintiff’s attorney in contemplation of litigation. Plaintiff has instructed LSEM to prepare a
complaint and the facts contained in this statement form the basis of the complaint, Plaintiff
intends to assert and does not waive any right to assert attorey-client privilege or work
product privilego in signing this statement. Plaintiff intends for this statement to be retained
in LSEM’s files and that it not be released to any person except for the auditors and monitors
described in federal law or pursuant to other applicable court rules or a court order.

[Set out a brief statement of facts or include factual allegations of complaint or
factoal statement in proposed demand letter.,)

Signed:
Date:

(client signature)
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5/98, rev. 11/2014
Policy On Disclosure Of Case Information 45 CFR 1644

Any LSEM employee who files a cause of action in any court for a client in the course of
LSEM activities must provide certain information regarding each case filed. Beginning January 1,
1998, the following information must be reported for any case filed:

a The names and full addresses of all partics to the case, unless the
information is protected by an order or rule of court or by siate or federal
law, ar if the attarney believes that revealing the information would put the
client at risk of physical harm;

b. A description of the nature of the canse of action (e.g., bankruptcy,
dissolution, breach of warranty);

c. The name and full address of the court where the case is filed; and

d. The canse nomber assigned to the case by the court.

Each staff attorney is responsible for timely reporting of the information required to be
disclosed.

This disclosure requirement applies when a case is first filed in court, Appeals would be
included only if LSEM did not ropresent the client in the court below. Judicial appeals of
administrative actions are covered when those appeals are the first filed in court, i

LSEM mmst disclose this information to the Legal Services Corporation (LSC) by filing
semi-annual reports. Upon request, LSEM must disclose the information to the public. LSEM may
charge copying and mailing costs for the disclosure of the information.

‘While most jurisdictions would make this information available to the public because 1t is a

matter of public record, attorneys may wish to inform clients of this disclosure of information prior

to filing the cause of action.
This policy relates anly to LSEM staff, and the disclosure requirement does not include

cases handled by private attorneys who accept cases through LSEM's volunteer or judicare
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Should a member of the public inquire about getting a copy of the case disclosure

information, that request must be forwarded to the executive director or his/her designee priortoa
release of the information,
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4232 Forest Park Avenue 'i-'
St. Louis, Missouri 63108
Phone: (314) 534 — 4200 / rax: (314) 534 -1425 Pursuing Justice,
Strengthening Lives
www.LSEM.org

Daniel K. Glazier

Executive Director & General Counsel
(314)256-8722

DKGlazier@lsem org

February 5, 2015

[.ora M. Rath, Director
Office ot Compliance and Enforcement

Legal Services Corporation
3333 K Street, NW, 3rd floor
Washington, D.C. 20007

Via email to rathl@lsc. gov
Re: OCE Compliance Review Visit Recipient No. 526020

Dear Ms. Rath:

I am writing in response to your letter of January 8, 2015, enclosing the Draft Report for the
week of September 8, 2014 on-site compliance review of Legal Services of Eastern Missouri. I very
much appreciate the opportunity to comment on the Draft Report.

First, we greatly appreciate the professionalism with which Joseph Green and his staff
conducted their site visit. Mr. Green and his staff were thorough and diligent. We also
appreciated the training by Mark Freedman and Tamara Gustave on Part 1612.

['would also note that we have already started changing our practices and written
policies to adopt many of the OCE team’s recommendations. Indeed, we started making the
changes even before the team had left St. Louis. We very much appreciate the team's
feedback.

My comments on the Draft Report are attached.

Sincerely, } _
Daniel K. Glazier
Executive Director & General Counsel

Daniel K. Glazier, Executive Director and General Counsel

S— Pyl rieenied of
--Iillg LS‘ Legal Services of Eastern Missouri is proud to be a Legal Services Corporation (LSC) grantee, UJI ‘m# @

e Pores oo bl oo and we comply with all LSC conditions and prohibitions in acceptance of all funds.




Legal Services Corporation Office of Compliance and Enforcement, Compliance Review of
Legal Services of Eastern Missouri (LSEM) on September 8-12, 2014

LSEM Response to OCE Draft Report of 1-8-2015

Legal Services of Eastern Missouri ("LSEM") is in agreement with the all of the OCE findings
contained in the Draft Report Executive Summary: Findings 1-46.

We plan to execute all the OCE team's Required Corrective Actions listed on pages 59-60, as
follows:

Finding #2: LSEM will ensure that all walk-in clients comply with screening and documentation
requirements and execute proper citizenship attestations. LSEM has already ceased using the
form with “yes” pre-checked for US citizenship.

Finding #3: LSEM has taken the steps to revise its financial eligibility policy and sent a draft to
LSC for its review.

Finding #5: LSEM has taken the steps to revise its policy regarding 45 CFR Part 1626 on
restrictions on legal assistance to aliens and sent a draft to LSC for its review.

Finding #7: LSEM has taken the steps to revise its policy regarding 45 CFR1636 for Client
identity and statement of facts and sent a draft to LSC for its review.

Finding #8: LSEM has taken the steps to revise its policy regarding 45 CFR 1620 about Priorities
in use of resources to comply with 45 CFR 1620.4 (Establishing policies and procedures for
emergencies), and sent a draft to LSC for its review.

Finding #13: LSEM will take the steps to revise its policy regarding 45 CFR 1604 (Outside
Practice of Law) to comply with 45 CFR 1604.3, and will send a draft to LSC for its review.

Finding #15: LSEM has taken the steps to revise its policy regarding 45 CFR 1609 (Fee-
generating cases) to comply with 45 CFR Part 1609, and sent a draft to LSC for its review.

Finding #17: LSEM will re-train staff on cases having the necessary documentation to identify
the legal assistance provided for both PAI and staff cases, and on the proper closing codes from
the CSR Handbook. LSEM notes that it offers refresher training to staff on closing codes and
closing procedures every year.

Legal Services of Eastern Missouri (LSEM) Response to Draft OCE Report of 1-8-2015 I



Finding #18: LSEM will modify its policy to comply with 45 CFR Part 1627 regarding:

B Section 1627.3 - the requirements to establish a sub grant;

. Section 1627.5 - the prohibition on contributions;

. Section 1627.6 - the requirements governing transfers to another LSC recipient;
and

. Section 1627.7 - the authorization of LSEM payment(s) to tax sheltered annuities.

Finding #21: LSEM has taken the steps to revise its policy regarding 45 CFR 1612 (Restriction
on lobbying and certain other activities) to comply with 45 CFR Part 1612.11, and sent a draft to
LSC for its review.'

Finding #25: LSEM has taken the steps to revise its policy regarding 45 CFR 1633 (Restriction
on representation in certain eviction proceedings) to comply with 45 CFR Part 1633, and sent a
draft to LSC for its review.

Finding #30: LSEM has taken the steps to revise its policy regarding 45 CFR 1644 (Disclosure
of case information) to comply with 45 CFR Part 1644.5, and sent a draft to LSC for its review.

Finding #38: Regarding bank reconciliations at LSEM being reviewed and approved by a
responsible employee who is independent of the accounting function, LSEM has revised its
policies and procedures to state that the Human Resource Director reviews the bank
reconciliations prepared by the Director of Finance.

Finding #42: Regarding obtaining bids or having written justification for sole source suppliers
for all purchases over $5,000 and the bids and written justifications being maintained for future
review, upon consultation with its IPA, LSEM has revised its policies and procedures to state
that written quotes are required for all purchases in excess of $10,000 (as compared to the
previous $5,000 figure). Each purchase is required to be fully documented by maintaining the
bids received and the approvals given. Sole source purchases in excess of $10,000 require
written justification, instead of at the previously level of $5,000. Going forward, LSEM will
adhere to this policy.

' While LSEM has agreed to and continues to abide by all grant conditions and policies of LSC regarding Part 1612,
it respecttully disagrees with the characterization of the Article in footnote 11 of the draft report. While LSC
ultimately found an impermissible “attempt to intluence,” LSEM disagrees that the Article recommended that legal
services programs and lawyers “take steps to support state legislative or executive action.” Nevertheless, we will
continue to adhere to LSC’s findings, interpretations, and grant conditions.
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LSEM has the following responses to the OCE team’s eight Recommendations listed on page 58:

Finding #2 Recommendations: Regarding the three recommendations from Finding 2:

L. LSEM will give additional training to intake staff on the proper application of
over-income factors,

2. LSEM has provided additional training regarding methods to verify applicant’s
eligible alien status, including when domestic violence is alleged and will train again on
it.

3. LSEM will cease giving clients blank retainer agreements for them to fill in the
scope of representation. However, LSEM notes that it does not believe this is a common
practice at LSEM.

Finding #6 Recommendation: LSEM’s procedure will be that staff will be retrained to have the
description in the retainer of the scope of representation match the actual scope of representation
provided and for the attorney to fill in the scope in terms of services to the client.

Finding #10 Recommendation: LSEM will conduct a staff training to review the various closing
codes so that the best category is chosen and to review the application of the correct LSC closing
codes. LSEM notes that it conducts refresher training on proper procedures in closing cases,
including closing codes in the last quarter of each year, and that it reviews with staff the most
common errors found during the annual self-inspection of cases process.

Finding #31 Recommendation: This has been accomplished. The accounting policies in the
Operating Manual have been included in the Accounting Manual. The Board of Directors has
reviewed the updated Accounting Manual and approved it on November 20, 2014,

Finding #36 Recommendation: Beginning with the first quarter of 2015, the Board Treasurer
will begin reviewing the Executive Director’s expense reports and credit card expenses on a
quarterly basis.

Finding #43 Recommendation: This has been accomplished. LSEM’s policies and procedures
concerning the processing of payroll have been revised to state the following:

. A review of each payroll will be done before processing to verify hours, rates, or
other bases of payment by reference to attendance records, employment authorizations,
approved rate changes, etc. by someone not connected with the preparation or distribution
of the payroll.

. The Human Resource Director performs this review.
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Regarding other aspects of the OCE report, we have some clarifications to note in some
descriptions of LSEM services:

L. On page 6, the report list the types of civil cases for which LSEM provides legal
assistance. That list should include also the area of Community Economic Development (CED),
which helps entrepreneurs living with low-income and non-profits serving the LSEM target
population.

2, On page 6, the report states that LSEM obtained no LSC migrant funding in 2013. We
just wanted to note that LSEM has never sought LSC migrant funding and has not received any
from LSC in any year.

3. The report lists a program as Complete Health Improvement Project (CHIP) (p. 11) and
also lists a Medical-Legal program (p.12). However, they are one program. Currently the
LSEM Medical-Legal program has funding through CHIPRA, which stands for Children’s
Health Insurance Program Reauthorization Act. Our program primarily helps children enroll in
Medicaid or other low-cost health insurance. It is called “Connecting Kids to Coverage.”
Further, it is not staffed by the Associate Director of Client Services. There is one Project
Manager attorney, a staff attorney and 1 health specialist. There is also an LSEM program
funded to help adults sign up for insurance through the Marketplace, where one attorney
provides those services. Perhaps that is the program referred to as CHIP on page 11 of your draft
report. Staff members of both these programs work in collaboration with each other and with
LSEM’s Advocates for Family Health program.

4, In some of programs described under Finding 2 about intake procedures (pp. 11-12), the
report states that for LSEM’s programs for Immigration, “Complete Health Improvement
Project”, Advocates for Family Health and Medical-Legal programs that “Case files are
reviewed every two (2) months by the Deputy Director and the Associate Deputy Director of
Client Services.” There is not a position of Deputy Director at LSEM. It would be correct to
state that the case files are reviewed every two months by the managing attorney/Project
manager for each of these programs. The Associate Director of Client Services does case reviews
with the managing attorneys’ cases periodically.

5. The Immigration program (pp. 11) has intake shared by two (not one) intake specialists,
both of whom are supervised by a Managing attorney.

6. Regarding the Advocates of Family Health staffing (pp. 11-12), there is one Managing
Attorney who manages the program, plus three non-attorney advocates. The three non-attorney
advocates conduct the intake for the program as described.

7. In Finding 21 on page 42, the Draft Report states “[i]n discussions with the ED, LSEM
was of the belief and understanding that they had not been involved in any 45 CFR Part 1612
activities during the period of 2011 through 2013.” However, to be clear, LSEM believes it had
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not been involved in any impermissible 45 CFR Part 1612 activities during the period of 2011
through 2013.

We very much appreciate the work that OCE staff put into their on-site inspection of Legal
Services of Eastern Missouri and the Draft Report that you have prepared. If you have any
questions about any of the above, please give me a call.

Sincerely,
II [ !
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Daniel K. Glazier |
Executive Director & General Counsel
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