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INTRODUCTION

In Public Law 104-134%, the 1996 appropriation for the Legal Services Corporation
(LSC), Congress imposed restrictions and prohibitions on the types of services LSC grantees may
provide to clients and on the methods they may employ in providing those services. The law,
enacted on April 26, 1996, required the grantees to discontinue servicing certain types of cases
immediately. It also required grantees to divest of three other types of cases (class actions,
prisoner litigation, and alien representation) no later than July 31, 1996. Congress required
LSC to report whether grantees had divested of these cases within the time allotted.

In order to provide the LSC Board of Directors, management, and Congress with an
independent assessment of the grantees’ compliance with the new law, the LSC Office of
Inspector General (OIG) initiated two types of limited scope audits covering 12 grantees. A
performance audit tested: (1) whether the grantees had divested of the prohibited cases and were
providing only those legal services permitted in restricted cases; and (2) whether the selected
grantees had implemented the policies and procedures to ensure that case-related activities were
within the new law. A financial related audit was designed to determine whether selected
grantees were supporting prohibited or restricted activities through the grantee or alternative
organizations. This report presents the results of the performance audit of Florida Rural Legal
Services, Inc. (FRLS).

BACKGROUND

FRLS received $2,485,203 in Fiscal Year 1996. FRLS’s main office is located in
Lakeland, Florida, with six branch office locations. As of the date of field work, FRLS employed,
in addition to the Executive Director, approximately 16 attorneys, 17 paralegals, and 29 other
staff. In June 1996, FRLS reported 20 class action suits (one of which was a prisoner litigation
case), one additional prisoner litigation suit, and approximately 1,913 alien representation cases,
a total of 1,934 cases to be divested by July 31, 1996.

! 110 stat. 1321 (1996)
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OBJECTIVES
The specific objectives of the performance audit were to determine whether FRLS had:

0 divested of class action, prisoner litigation, and restricted alien cases by the July 31, 1996,
deadline as required by section 508(b)(2) of Public Law 104-134;

d continued representation after April 26, 1996 with respect to the prohibited and/or
restricted case services in violation of the law; and

d adopted new policies and procedures to conform with the new law, and communicated
those policies and procedures to its staff.

SCOPE

The audit was conducted at the main office in Lakeland, Florida and two branch offices in
Immokalee and Ft. Myers, Florida from December 11-13, 1996. The OIG conducted a
follow-up visit from January 27-30, 1997. Audit procedures were limited to the following six
regulations and the applicable interim rules in effect for 1996:

Part 1617 Class Actions

Part 1626 Alien Representation

Part 1633 Drug-related Evictions

Part 1637 Prisoner Litigation

Part 1639 Welfare Reform

Part 1636 Plaintiff Statements of Fact/Client Identity

Relevant to the stated objectives we reviewed cases and other matters existing prior and
subsequent to April 26, 1996 through December 10, 1996. We did not review cases or other
matters subsequent to the last date of fieldwork, except as it pertained to our follow-up of issues
addressed in this report.

METHODOLOGY

The OIG conducted the performance audit of FRLS in accordance with generally
accepted government auditing standards. Audit procedures were limited to the following:

0 conducting interviews with the Executive Director, managing attorneys and other case

handlers to obtain an understanding of the policies, procedures and processes established
to implement the regulatory requirements;
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d examining documentation supporting grantee management’s assertion on its involvement
in cases and other matters related to class actions, certain categories of aliens, and certain
types of representation involving incarcerated persons;

0 conducting a search for restricted cases that were not reported and not divested by July
31, 1996;

0 examining a sample of case files opened prior to and after April 26, 1996 to ascertain
whether there was continued involvement in restricted cases;

0 determining whether the recipient established policies and procedures as required by the
respective regulations and communicated those policies and procedures to its staff.

FINDINGS, RECOMMENDATIONS AND CONCLUSIONS

With regard to the above-stated objectives, we provide the following findings and
conclusions.

CONCLUSION 1

d We found no evidence that FRLS did not divest of class action, prisoner litigation, and
restricted alien cases by the July 31, 1996, deadline as required by section 508(b)(2) of
Public Law 104-134, except as stated below.

FINDING 1 — Alien cases from the Lakeland office were not divested in a timely manner.

FRLS remained as attorney of record on approximately 300 alien representation cases as
of the date of the audit. The grantee made provisions to transfer these cases to the Legal Aid
Society of the Orange County Bar Association (Bar Association), a non-LSC funded entity,
pending the Bar Association’s receipt of funding and establishment of an immigration project.
However, because the Bar Association did not receive its funding until September 1996 and did
not staff the project until January 1997, the transfer of the cases was delayed.

Although there was no evidence that FRLS worked on these cases, FRLS did not send
closing letters to clients to terminate its professional responsibility. Thus, FRLS did not
withdraw from the cases in the time allowed under Public Law 104-134. Subsequent to the
audit, FRLS informed LSC management that they initiated the transfer of the cases to the Bar
Association.

RECOMMENDATION

None.
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GRANTEE MANAGEMENT RESPONSE
FRLS agreed with the finding.

FINDING 2 — A significant number of alien representation cases were not reported to LSC
management in June 1996.

All recipients were required to report on prohibited cases subject to divestiture in June
1996, and FRLS reported approximately 1,900 alien representation cases. However, the report
omitted approximately 550 cases?. The unreported cases were attributed to an inadequate case
management system, with a 2-year backlog of cases that had not been entered into the system.
Although the cases were unreported, there was no evidence that FRLS worked on the cases after
July 31, 1996. Some of the cases had already been closed, but approximately 190 cases (35%)
had yet to be divested. After the completion of the field work, FRLS submitted to LSC
management a second report that included the previously unreported cases.

RECOMMENDATION

LSC management should ensure that FRLS implements adequate controls over case
management to ensure the reliability of statistical case information reports.

GRANTEE MANAGEMENT RESPONSE
FRLS agreed with the finding. FRLS stated that it was in the process of implementing a
new computerized case management system, then operational in the Lakeland office. Under the

new system, cases were to be entered into the computerized case management system at intake.

FINDING 3 — In two class action suits, motions for substitute counsel were pending before the
courts and had not been granted at the time of the audit.

FRLS transferred the two cases to private attorneys and the program was not otherwise
involved in litigation. However, the court officially had not yet allowed FRLS to withdraw as
counsel.

RECOMMENDATION

None.

2Subsequent to the completion of the audit, FRLS informed LSC management that there were 542 cases
omitted from the June 1996 report.
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GRANTEE MANAGEMENT RESPONSE
FRLS agreed with the finding.
CONCLUSION 2

d We found no evidence that FRLS continued representation after April 26, 1996 with
respect to the prohibited and/or restricted case services in violation of the law.

CONCLUSION 3

0 FRLS established policies and procedures as required by the respective regulations and
communicated those policies and procedures to its staff.

GRANTEE MANAGEMENT COMMENTS TO THE DRAFT AUDIT REPORTS

FRLS’ comments to each finding have been included in the discussion of that finding.
The complete text of FRLS’ responses to the first and second draft audit reports are included as
Appendix | and Il, respectively.
MANAGEMENT LETTER

We have issued a separate letter to FRLS management concerning an immaterial finding
resulting from this audit.

IMoye 5 04 8



WINanm s s oyeme,
PREDEAT, 20wAD OF DIRECTORS

Pertei F. Hedwic
IAEELI E CANERTON,

Moin Qe

D43 Cexr e anlul B,
Poat Cdfice Dow. 246558
Ledsemkand. ML X032 45686
A GHA-FOTE

Oiert e Onhy

1 (B 2T 11680

Brarch CAes:

A0 5, E. sy B
Tiehe 103

De=lbe Clode, FL 32450
(AT LR 5288
24800 27T 7447

2254 MnGrogar k. Famn
Fost Sfee e 715

Tort W, L D229
[ 1) 3344554

Oerd 15 Oy

1 (R00 ) 476207

A0 South Indian Rker Dr.
Suire 101

Proat CHfce Bux 4200

Frrt Fwror, Al 3-40048-4302
[0 ) dah- AT

lere Lke Oy

{ (BLOY 4 Fh AR/

10 Sauth Second Stroct
R Uifice Hipar 4 107
Imrmo-a ke, AL 3934
1241] 557 15341
b ke by

1 CHOCY 476 1837

47 e ameeT

ube TH)

e Pl Beoch, FL 23401
407 A0 802

Lhenr Use Cnlby

1 [0 25 o508

LAW OFFICES

Florida Rural
Legal Services,. Inc.

REFLY T Fakeland

Wlarch |3, 1997

VIA FACSIMILLE

Albert 3. Puglia

Acting Assistent bepecoor Crencral
[or Mvergramn Joatepen iy

Crffiee of the Lyspecior Ceneml

Tazgatl Services Corpssraliim

THF Firse Street, M-, 1th Floor

Washdupron, DL 28002 4250

Re. Mudit 'rojeets 96-003 and D6-064

[Dear Wlr. fuglia.

Thank you Gar preenciding us with coples of the drall audit reporls covering

I the abiows tWo projccts.

We have reviewed the dreill reparts and getoeeally concur with e indings
thercin. | wrile andy to advise you of corrective meaasures we have taken. wilh
restinil tor vionr Recommendation which follows Finding 2 of the weport on Project
D6-067.

A cleseribeel i o letter of Fobruary 17, 19%6 wr Joho Toll, copiad fo Ms.
Chamaine Bomuar of vonr olTice, we arc installing @ new compuleriosl case

nrayEement syslem which will elininaie the problomes descoked e inding 2.
Thes e seaten i ey operalionml inoour Lakeland offics, and will be
implemented in our ether ollices shorly. Linder this svstenn, 10 will no lonper be
possihle e an attorney to doe an inlake withouor entering the case mlo L cnse
mansgemenl sysien, and backlops will be climinaled becavse the data wall be
culersd autcrmealically st the time of imtaky,

l Thank you for the e, alwntion and cowrtesy of wour leam in theeir o

YISTLE WY LA [aris .
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Yeptember 19, 1997

Alcxis M. Stowe
Asgistant [nspector Goeneral for Audit

Legal Semvices Cotpuration
750 First Strect, NE, 10th Floor o 2 o e
Washinglon, D.C, 200072250

Re: Audit Projeet 96-064 (Finaocial Related Audit)
Dicar M=, Stow:

Thank yon lor giviog us the oppornity to comment on the secomd drall of
yonr peports on our performance audil und (ancial related aodic, With the cxezption
ot the comment herein regarding the Manapement Lotler accompanying the financial
related audit, we have no disagrecment with regsad 1o gither report.

In the Munagemeni Lelier accompanying the financial related andit, it was
rccormmended thal we change our personnel policies to disallow the accnml of
employee fringe benefits while cmployces are tm uncompensated administrative leave,
excepl a5 required by law. We believe that this recommendafion 15 unwsrranled, us
more fully sct out below,

The factal sctting which gawe nise o this weommendation is as follows:
During 199%6-97 two of our fnll-tme paralcgal coployery look uhooenpensated anmal
leave, on a small number ol oceasions, and performed work for another employer.
Tht work wonsisted, in one case, of peid employment to temslate for o pon-L35C lepal
wdd program which was providing legal assistance to immiprnts. In the other case,
it consizted of paid croployment for s privals law fitm, 1o assist on a pending class
acticr lawsit.

In both cascs, the work which was done wonld have been impeomissible if
dome by the workers in the course of their croployment with us, Tn bith cases, the
workers FRLS paychecks were reduced by the amount of administrative leave which
they took in order to do this other work for The outade ornganizations. In nefther case
was the work done in our offices.

As you note in the management lotter, our persunw] policies provide that
croployees combinue o seerue [ull [oge beretits while on adminisirative leave, This
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Alexis M. Stowe
Scprember 23, 1997

Page 2

pulicy is found in our colleclive bargaining agreement, and has been in effect for many years. In bas
been consistently and neutrally spplicd, repardless of the purpnse for which the emploves was taking
adminisirative leave.

It would be impractical and inequitable to adopd the poticy recommcnded in the management
letter. Especially in the case of health insurance henefits, it has nover been our practice, nor should
it be, to stop and stant coverage depending on whether an otherwise full-lime employee falls below
30 hours in u given week This docs ocour on occasion, as coployees man out of sick leave or devide
w extend vacation or oilber Jeuve without pay. When an smployee exhausts her acvrusd leave becaunsc
of an illoess, unpad administrative leave would bave to be utitized if she become ill again shortly
thereafter. [erminating ber health henefits in such a case would not only be poor mansgement policy,
it would be cruel and possibly dangerous. Finally, siaff sometimes lake leave which is their legal
right under the Family wmmd Medical Leave Act. As your recommendation anticipules, continuation
of heallh inswrance is a legal roguaremend in that siuation.

The only pulicy which makes practical seose, and is consistent with institutional inmtegrity, 15
a policy which is unaformly applied, and is ncutral as Lo the parpose for which the leave is taken. In
our view, it is pol cwr business how a stall member spends ber vacalion, medical leave or
acdminisinstive leave, 5o jong as she does o 20t in the namc of FRILS. We are not about to, nor do
the restrictions roquire thal we maoiitor the off-work behavior of our staff, or serubnize their chich
and olher community activities o seef same LSC-inclimble imemigrant benefits from them.

We can imapine »ome siwations in which the aceral of benchits would be o ligitimate
cuncern. For example, if benefits accrued duning leave for E3C-ineligible activities, but not for cither
activiies; or if a policy wore on its fice neatral, but was adopted recently in response to the new
neslrictions,, these might well suggest some ninimal support [oe restricted activilies with LSC funds,

However, neither simation is prescoled here. Our policy is thet benelils accrue dunng any
admanistrative leave. [ is applied consistently and without regard to the purpuse for which leave 1s
taken. It v & policy of long standing ol IFRLS, and was not sdoplad in onder to cvade the new
resinctions.  Morcover, W forthers the lcpiimate purpose of simplicity and conzistency of
administration, &3 such a policy 18 lepully required in s=ome cases. [ hope you will roconsider your
position on this weue and allow vs 10 conhnus this policy.

3 l:r F. Helwi
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