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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. Pine Tree Legal Assistance, Inc. (PTLA) was included in both the performance
and the financial related audits. This report presents the results of the performance audit of
PTLA.

BACKGROUND

PTLA received $1,024,318 in Fiscal Year 1996. PTLA’s main office is located in
Portland, Maine.  There are five branch office locations and a pro-bono unit (Volunteer
Lawyers Project). As of the date of field work, PTLA employed, in addition to the Executive
Director, approximately 15 attorneys, 9 paralegals, and 10 other staff. In June 1996, PTLA
reported 10 class action suits, 15 prisoner litigation suits, and 13 alien representation cases, a
total of 38 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 PTLA 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 Portland, Maine and one branch office in
Bangor, Maine from December 11-13, 1996. Audit procedures were limited to the following six
regulations and the applicable interim rules in effect for 1996:

Part 1617
Part 1626
Part 1633
Part 1637
Part 1639
Part 1636

Class Actions

Alien Representation

Drug-related Evictions

Prisoner Litigation

Welfare Reform

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 PTLA in accordance with generally
accepted government auditing standards. Audit procedures were limited to the following:

o 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;

o examining documentation supporting 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;
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. conducting a search for restricted cases that were not reported and not divested by July
31, 1996;

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

. 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.
CONCLUSION 1
d We found no evidence that PTLA 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.

CONCLUSION 2
d We found no evidence that PTLA continued representation after April 26, 1996 with
respect to the prohibited and/or restricted case services in violation of the law.

However, we found the following reportable conditions.

FINDING 1 — PTLA did not determine the eligibility of one alien client.

In one alien representation case, PTLA did not document that the client was eligible
pursuant to 45 C.F.R. 1626.5(b). In December 1996, PTLA attempted to determine eligibility
through communications with the Immigration and Naturalization Service (INS) and the client.
Because the attempts were unsuccessful, PTLA closed the case.

RECOMMENDATION
None.
GRANTEE MANAGEMENT RESPONSE
PTLA did not disagree. PTLA referred the case to another legal services program in July

1996, but kept the case open to confirm that the client received assistance from the other
program. PTLA ultimately closed the case.
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OIG COMMENT

PTLA’s response confirms that PTLA did not determine the client’s eligibility under
45 C.F.R Section 1626.5(b).

FINDING 2 — Citizenship attestation was not documented in some cases.

PTLA used a signed retainer agreement to comply with the citizenship attestation
requirements under 45 C.F.R Section 1626.5(a). The retainer agreement included a box to
indicate whether the client was a citizen. The clients signed these forms, thereby attesting to the
information. Although signatures were obtained, the citizenship attestation box was blank in 8
of the 53 case files reviewed. Written procedures required this block of the form to be
completed.

RECOMMENDATION
None.
GRANTEE MANAGEMENT RESPONSE

PTLA did not disagree. PTLA verified U.S. citizenship at the time of an initial
conversation with a potential client. PTLA’s intake sheet indicated that the client was a U.S.
citizen, and a copy of the intake sheet was included in the case file. PTLA reminded staff of the
importance of completing the citizenship attestation box on the retainer agreement.

CONCLUSION 3

0 PTLA 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
PTLA’s comments to each finding have been included in the discussion of that finding.
The complete text of PTLA’s responses to the first and second draft audit reports are included as

Appendix | and Il, respectively, except for Attachments A (first draft report) and D (contractor
internal memorandum) to the second draft report, which are omitted.
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March %, 1997

Albert B, Puglla

Acting Apglscant inspector Ceneral
for rogram Tntegrity

Dffice ot Inspector Coneral

leegal Scrvices Corporation

754 1st Sc. HE 10th Floor

Mashingtoon, N.C. 20002-4250

Dear Mr. Pudglia:

I have reviewed the two drafl reports covering the
financial and perfornence auwdits conducted of Pine Tree
Legal Asppiptance in Uecember of 1996, The following are
my commenkts with respect to these raparte

PTLA Finangial Related Aoudil

The rwpart finds that Ploe Tree’s system for
tzackliog time on cases did not recancile with payroll
Eixme and attendance records and recommends Lbhat Pine
Tree use a 9ingle timekeeping system [or both time
diatribution information and to support payroll. Pine
Tree historically has used a eimple written timesheet to
Tecord information for all staff for payroll purpoeee.
Al Lorneys and paralegals began using a computerized
program ("TimaSlips") in June of 1996 to comply with Lha
rew 1.0 regqulation.

We do not disagree with thoe finding, althowgh only
a4 =2mall percentags of wdvocates had Jdicscroopuncica
between bhe time reported on Lhelr weakly timesheots and
Ehe coamputerized informstion tor the same period and
their discrepancies were largely albributable to atall
mfamiliaricy with "TimeSlipe® and the lack of support
staff to enktrr written rime-records in the computerized

Program.

Following the 0IC audit in December, we discussed
varioup approaches to Lthis issue and have concionded chat
it iz impractical te implement the recommendation og
ruggested, ag almost one tomrth of our wtaff are neither
attormeya noy paralegale and theralors are nok subjool
Ley Lhe new bimekesping rogquiremento, Howavar, our
attorney and paralegal staff have agresd to uzme kheir
computerizad data culriecs te conatvudl Lhe information
posbaed on thelir weekly timesheets, aveiding auoy future
discrepancive in the two reporlLing SyRCems.



My, Albert Puglia
March b, 15497
Page 2

Performance apditk:

Thera were Lwi findings related fto managemant conttrolas In
conneckion with the performanee awdir. The first related to Che
status of one case opened by the Farmworker Tnit in 1995 which had
not kbeen cloped at the bime of the OIC audit. The case had been
referred to ancther legal gervice program in July of 1894 and had
bran kepl open Lo verify that the client had bheen able to access
agsisgtance from Lhoe progroan. Informalion available in the £ilc did
not indicate whether the client could be =sarved under the naw
requlaticns or nok and the client did not maintain contactk with
Pine Tree atter Julv of 19%6. The cape hap now been clorRed aa an
B-1 for clivni faljure Lo @dintain contcact.,

The mperond [inding relaltes to proof of ¢itizenghip atteatation
but confuses pome agpecte of the Pine Tres proceduras fo werify
thig imnlformatlon. All Pine Tree intake workers specifically
inguire about cibisgcnship slalus al Lhe Lime <f an fadlbial
conversation with a paotential clisnt, amd Lho "inlake shestr
conlbaing a spacse wWhere this information is identified. LE Pine
Tres then opens a case on the individupal, bhe Lile conlaine a copy
of the original intake and che individual is Sent or civen a clisnt
retainer agresment, which describes the relaticonship hetwesn the
client and Pine Tree and which containe a box alffirming the
cliept ' cikizenship &atalus, adg well as the client's agreement to
representation by Bine Tree., {Copies of a hlank intake shest and
clisnt retainar agrecnont are chrlosed toe illustrate this point.

I azpume that the "hlank citizenahip allegtation box" refers
to this space on the client retainer agreement, =ince the clienkc

droeg nobk saign the intake shoet. mMany of these retainers Aare
exeoutad in court in comnection with Pine Tree’s representation of
domertic wvwiclience wictimas. Itk iz pospszible Lhal bolk docpestic

violence clients and their attorneys have inadvertently cwerlooked
the gibizenship alLestabicn box on the retainer whers the intaks
hest clearily indicates khat Ehe clienl 23 a T.S.citizecn.
Howewver, as a repult of the OTG audit, =taff have been ceminded of
cthe importance of insuring that ctients ocompletes the citizenship
atkestaticn bax on the retainsr agreemsnt .

I have ne furkher comoents on the draft report or its Bpecilitic
findinga. 1f yvou need additional informAation from Pinc Troc, I hope
vou will contact me dircotly.

. VeIry btruly VOoure,
‘:"i-\__ _-g;l I
- e el
. —LLF“———____ o
Narn Heald
Foacearmaet. Dwer O peorloor
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PINE TREE LEGAL ASSISTANCE, INC,
MIp fwwew ptla arr
BA Frirral Strowr
P.O. Box 347
Fotland, ME 041120547
CAT-174-4733  TDD 5252308 FAX SIR-2300

Auquet 18, 1487

Alexis M. Stowe

Azs‘t Inspector Genaral f[or pudire
Office of Inapector General

Legal Searvices Corporation

750 lst Sk, HE 19th Floor
Washington, T.C. 20002-4:250

Re: Grantee No. 124000 Pine Trea Legal Aasistance
Fipcal and Performance Audit, Dac. il1-13, 15%6

Dear Ma. Stowe:

I appreciate the additlonal time provided by your
pffice to respond to tha Becond draft of the atova-
capticned audik reporxta, extending the deadline Irom
Auqust 14 to noon on August 18,

Pine Tree placez the higheat prioriky o ilte
compliance wikh the changed £Liscal and performance
reguirements facing LSC recipienta ae a result of P.L.
104-134 and the reliced LSC regulations and policy
Statements. We therefore welcomed the cpportunity to
gvidence our compliance through a performance and fiscal
andit of cur program in December of 1996,

tar 2uccasaful efforta o gubetantially comply with
the new requirements were recognized by your Cffice both
at the time of the exit interview by your audit team in
Decerber and again in the firat draft reports of both ths
fizeal and performance audita. The first draft repcrta
are epclosed as "Attachment A" to this letter.

We are therefare very concarned that che coneclusion
of *aukstantial compliance” is omirtted in the most recent
draft=s of both reports. Moreover, in the fiecal report,
this conclusicn has been replated wlth a statement that
vour Office iz noW unable ta Assass cur program’s
compliance with the Felevant laws and regudlationg. This
change apparently le based on madifications I made ko &
management reprasantatien letter weeka before the [irot
report wags drafted. No evidenes of nencompliance has
bean cited or auggested in the new draft reporta.

The changmss b0 the mapagement representation lettar
wers pat made in arder to obacure your Dffice’c ability
to apzess compliancs but rather bo correct a grammatical
problem and te reflect cur understanding af cthe surrent

[OE®T] SEd]l BU|d CEI&EH N1 LE—SI-TONA
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Rlaxies M. Stowe
August 18, 1997
Page 2z

legal requirementd facing our pregram. A copy of tha
letrar axplaining those changes ie anclosed as "Attachment BE." The

relevant pubstantive changes wars as follows:

=tg reflect that F.L_104-134 only restricted trensferg of LEC
funds o entities, persons or organizatioms that parform
prohibited activitien.

» to raflect that current law dess not restrict attarneys who
are part-time EmplnyEEﬂ aof a L8C- reciplent in the cages or
macters handled in their private pracbices.

= to clarify that LSC duea might have been used to pay bar
aggociation duss and other membership fees prier to enactment
of P.L.1¢4-134 but have not been so used since the effective
dace pf the restrictlong and prohibicions.

# kg reflegct that opur obligationa in thiz management
reprecentation letter were bo provide informatieon to your
offica focused on the ebjectives of the 1285 audit.

At the time I modified the management represgentation letter, I
urged your office to potify me if my understanding of current law
waz lnaccuorate. I repeat that request in this letter: if I have
misstated or misunderatood the LEC restrickione or prohibitions
which wera in effect for the period covered by the bwo audics,

pleaze let me know.

However, 1n the absence of legal autherity warranting the
broader affirmations sought in the original management
repregentation letter, I urge vyou to reafflrm Pine Trea's
substantial compliance with the curvent legal reguirements facing
LEC recipients as determined by both the fiecal and performance

audit of our progeam in December of 1995,

h copy of my specific comments on the two draft reports is
aleo enclosed as a seven page deocument entitled "Attachmenkt C".

!E&ry Eruly yours,

S

Na Healdtﬂ-—‘-"——'—"‘i

Exeoutilve Director

ag:  John Tull, LAC Office of Program Operaticns
Willizm B. Devoa, Plne Tree Hoard Pregident

Bobart Burgess, Board TraasuTrer

R |oEa— mmd] SUlg SFIe@ INL LE&=k1-—TN0Y
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PINE TREE LEGAL ASSISTANCE, INC.

M i g, org
88 Federal Soeey
2.0, Box 347
Pocthandd, ME 051120547

(O7RTI4A4TS]  TDD 2Z.2HE  FAX 2257300

December 41, 13%56

Feginald Brockington
NEfice of Ingpectar Ganeral
Legal Services Corporation

7ol 1lst HE

10th Fleer

Waghington, D.C, 20002-4250

BBEZ AL LAT

Dear Hegoala:

¥ have encloszed the requested "manage=mant lattar®

in 2onpestlion with the OIG audit conducEmd carlisy this
month.

I have made the following changes in the letker,

gince I wag not comfortable gigning the version you sent
Lo ua:

1. I medified the lanfquage of Item 3{c) to refiect
my understanding of what was intended, since the
senkence eLructure af your proposed veISion was
incomplete.

2. I modified the language of Item 3 (d} to reflact
my understanding from the Corpeoration that
Public Law 104-134 only restricts transfers

of LSC funde to entities, pereonsd or
crganlzaticng that perform  prohibited
activities. If thix is incorrect, please let

me koW,

3. I medified tha larmcuages of Item 9 ko raflect my
understanding from tha Corperaticon that part-

tima attorneys are ot restrictad in the
cases <or matters handled in their private
practices. Rgain, if Ehis 15 incorrceck,
pleage lek me know,

4. I modlfimd bhe language of Item 11 to make it
leas open-ended, since L8C funds were used to

pay such duas prilor Lo enactment of Public

Law i04-134_

5. I alsomadified the languange of Item 13 to make
it le#as cpen-ended, dince I aszumed that your
intent waa bta raflect our continuing
ohligation to provide information with

[Uuk=>] =ad] BU|d FE-s@ dNl J&—SI-TO0MNdA
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Paga 2 ol 2

Reglnald Brockingteon
December 31, 1534
Pagm 2

rogpect to calendar ymar 1996 compliance lasues.

1 hopa cthat you will contact me directly if yeu have any
questions regarding these changes 0 The management letter.

truly yours,

Bxecutive Director

aaEz BoA L8 |r1;1 ] SUlg LT IE@ 3INL LE-ST-INW
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ATTACHMENT C

of O a Iz Comment s

In the late fall of 1596, FPine Tresa received notlece From the
Qffice of Inspecter General that the program would be aubject to:

a performance audit to zggees  compliance with the
restricticns, prohibiticns and requirements included in  the
L3C fiscal year 195%6 appropriatlong, and a finmaprcial-related
audit to confirm that prohibibted capes Are hot supported with
LEC funda.

Letter dated HNovamber 26, 19%€ from Karen M, Veellm, Chief of
udits. [emphasis added]

ah on-sike team vigited Pine Tree on December 11 - 13 and
conducted an exit interview on Decembsar 13. Duripng that exit
intarview, the team revlewed geversl management cantrol mattere
with staff, but indicated that they had uncovered no evidence of
noncompliance with the reatrictiong or prohibiticons which were the
Forus of tha two oudite.

Following the on-gite wviait, Fine Tree was malled a draft
management reprasantation letcter for signature hy the Executive
Director. Bercauvse bthe draft letter containgd one grammatical ercer
and four statements which were either incongistent with the acope
of the agdit or inconsistent with curréent law or regulatjon, tha
letbar was modified before signing. It wag mailed back to che
Office af Ehe Inepector General on December 31, 1554 with an
explanation of the changes and the reascns for the changes.

In late February, Plne Tree received the firat draft report of
findinge and conclusione from the two audite; that repore did neot
addr=a% the management representation latter in any fashicn. The
draft zreport concluded that Pine Tree was in  "substantial
complience" with the restrictions and prohibiticons, ap determined
under both the performance and fizcal avdit performed in Decembar.
Pine Troe aubseguently aubmittaed commente addressing the managemant
contre) igeuss which identified in the first draft repores.

On Augquset Tth, Pine Trae roceived faxed <¢oplies of new reavis=ed
draft audit reporta regarding the finaneclal and performance audit
of Pine Tree Lagal Asgigtance, and commenkbing oo bhe mansgement
represantation lecter mailed sight months earlier.

In the most recent drafts, seme of the original objectlves of
the two audltes have been rephrased, deleted or significantly

FREZ B8Za Jas 1miaT] 2241 =2uld ATiE£@ ANl Le—S5T-ONW
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changed'. Pine Tree 1is concerned by the apparent decimien to
change the cobjectives of thls audir months nf;ar ite orcurrenca,
and after issuance of ite first draft report. The change to the
Eirst objective in the fiscal awdir 1s particularly troubling, as
it &ppears to be Jinconsistent with the reguirements and
prohibitions which were The alleged motivation for this audit in
the firet place.

Under both revised audits, the conclusien of raubstantiail
compliance" has beean withdrawn, aven though the second dreft of the
performance avdit does retain findinga of:

no evidence that PTLA did not divest of class action, prisoner
lirigation, and restricted alien cases by the July 31, 1954
deadline a= reguired by section 508(b) (2) of Public Law 104-
132, . .[and] no evidence Chat PTLA continued representation
after April 26, 1936 with regpect to the prohibited and/ar
reptricted case services in viclation of the law.

In the fiscal audit, the draft report now Btaces that the
Office of Inepector Ganeral 1s now unzble to determine whethar Pine
Tree hag complied with the relewvant restrictiens and prochibitions
and cherefore expregsés no cplnlon on the atated ahjectiveas of the
audik. The revisiona made to ths propoeed management representation
letter, receaived weaks before tha first report was iasued, are
cited as che cnly authority for this changed outcome. The new
flpeal report alsc contains a finding which, while allegedly
"immatarial, ' was not even discusasd by the auditors while on gite
in December or mentioned in the earlier drafr reporkt.

Pine Trees Legal Asaiastance has taken great care to comply with
the requirements imposed by Congreas and tha Corperation. The
avidenca in this audit clearly demonstrates Cthat che 0IG on-gite
cgan found Pine Tree to be in subsbantial ¢ompliance with thosa
requirements, while needing to assert sbronger managemenk controls
in certailn limited instances. Even in the pecond draft reports of
both the fiscal and performance audits, no evidence ia cited of

' The original drvafr of the performance audit liated four
objectives; only three remain In the second draft. Phrasing of the
abjectives in the performance audit has been altered as well,
although the substance of those objectives remains basically the
same , The original draft of the fiscal audit listed three
cbjectives and three remain in the second drafc. However, the
first objective originally was characterized as a determination as
to whether FTLA had usaed LSC funds to pay other legal organizations
to handle prohibited or restricted cases; in the second draft, the
referenca to LSC funde has been deleted. The sacond and third
ebjlectivaa are phrasged in the same manner in both drafra.

ARETF gre ik | R, i) g BETEE SML & E— s T =T e
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nepcomplianas with thoge restrictions.

- Ingtead, it appears that a policy decizion ie being made to
modify the objectives of the original audira after the fact and to
develop new conclusions to accompany those changed ohjectives,. 1In
neither case does the new draft language have any bearing om the
actual audit conducted at Pine Tree in Decamber of 1954,

ifi ek g E o dit Dra e

The criginal drafe of the parformance audit cloarly concluded
that Pine Tree demonatrated "substantizl compliance with all tegtad
regulations. ' Thie c¢onclueiocn ie abeent in rthe gecond draft,
although there iz no language suggesting that the Office is unable
e deteymine compliance with the tested requlacigna.

The ocriginal draft report gontained four objectives for the
performance audit. ine of the four {"properly reporting class
action, prisoner litigatlon and restricted alien cages to LSC, as
raquired by LSC in its letter £o grantees dated May 8, 1%%57) has
been deleted withoutr axplgpatien in the new draft.

The first draft of the performance audit fcund thac:

FTLA had prepared policy statemants which comply with the new
law and regulatlong, presenkted the policy gtakements to iks
Hoard of Dirsctors for adopticn, issued memoranda to gtaff
describing Che new law and regulations, and held steff
meastinga to ensure staff underacanding with the new law end

regulatliong.

Thie finding hae been omitted in ite entirety in the second draft,
for no apparent reason. It direcLly addresses the third ohective
in the rephrased list of objeciives -for the performance audlt.
Eince there has been no suggestion khat this marlier finding was
inaccurate, I azgume lta omission was unintentional and thak ir
will be included in the final report.

In the original draft report, the awdir alas used a charxrt
which indiceted the auditor'z conclueion &f "no inpdicacien of
noncomyllianee” with respect to all zix of the tested regulations:
§1617 Clags Actlons, 51626 Alien Representation, §1633 Drug-related
Evictions, &1637 Frieoner Litigation., %1638 Walfare Eefarm
Litigation, and §1636 Plaintiff Statements of Fact. This
cammamlugion hag also besn amitted E£rom the final reporxre. Since
therse has been no puggeetlon that the earller conclueion was
inacourgate, I assumm its cmlssion was uniatfentieonal and that ik
will ba inecluded in the final repekt.

Finally, the new draft report racharacterizes two lssues as
Areportable conditienar which had been previcualy deacribed ase
"management controle.® The auditor’'s dascription of both lesues is
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estentilally unchanged, hewever, and our sarlier program comments
stil)l remain appropriate.

Financial-Pelated Drpaft 2udif Regport

The original draft of the financlal-audit report concluded
that:

PTLA demonatrated substantial compliance with the requirements
reiated to the prohibitions and restrietions on the uge of LSO
and non-L8C funds. The audlt revealed no evidence to indicate
that PTLA psupported probibited or restricted activities,
gither directly or through alternatlve sntikies.

In the pew draft of the firancizl awvdit report, the author
suggesta Lhat Pine Tree medificationa to a draft management
representation letter made weeks before the firat draft report now
make 1t impoasible to determine compliance with any of tha three
gtated aobjectives of the fiacal audik.

The OIG audlt team comprehenaivaly reviewed Pine Tree's
financial systeme and records during their wisit to Maine, The
team expreszsed no dispatiafaction with Pine Tree staff cooparaticn
with thelr examination effort during their on-gite examlination nor
in any subsgequent copmunlicaticps with Fine Tree staff. In Marech,
that team concluded that Pine Tree was in substapntial compliznce
with the relevant prohibltions and reatrictiong. HNo esvidepnecs of
nencomplianes has been cited I1n the new draft of the fiscal audit.
Pine Tres therefore strongly digagress that the 29IC now lacks
information sufficient to determine compliance with any of the
original’ cbjectives of this fimancilsl andit.

Tha following commenks addre=a each of the gpecific okjectivas
identified in the fiecal audik. Regerding the firet ohiective,
yvour Office now concludeg that,

. .we could not determine that PTLA did net use funds to pay
other prgsnizations te handle prohibited or restricied cages
and we expreag no opinion on this objective.

* T note that the first chjective for the fiscal awdit, as
atated in the original audit notification letter, during the on-
gite wigit, Bnd reiterafed in thea March draft report was Lo
determine whether "PTLA u=sed LSC funds te pay other legal
orgonizationg to handle prohibited or restricted casea. The
rafetrence to LEC funds has now been deleted in the ohjeckive
contained in the =zecond draft report. This change appearas to be a
gignificant restructuring of tha focug of the 15896 zudit, aight

monthe aftar the fact.
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Ag noted earlier, thisg re-phrased cbjective iz beyond the Bgope of
the original audit. Pine Tree urges the QIS to addresg ite
findings and conclusions te the scopm of the orlginal audit, which
clearly wag limited to the uvee of L3C funds to support prohibited
or restricted activitiea, and in which our compliance with the
regulationg was clearly documented.

The second cbjective addressed the issue of whether current
employees, texminated emplayees or consultants worked on restricted
or prohiblited cases gud received LSC funds For their services aftar

the rastrictions and prohibitions took effart. In the sarlier
draft of this report, Cthe QIG conciuded rhat Pine Tree was in
Mgubatrantial compliance" with thisz chiectlve. The secand draft

report indicates that yeur Gffice could not determine compliance
and mow eXpressas Do opinion ¢i thie awdit cbhijective.

Regarding this issue. the signed menagement representation
lecter glearly indicates that po LSC funds were used to supporg

work on regtricted or 1Le= after t Erjicti T

prehibitions took effect, In additlon te the review performed
during the on-£ite wigit, thie represantation by me would appear ta
g2olidly address the second objeetive of the andire.

However, I was made aware in = regepnt phone converaabion wich
Reginald Brockington of youl Qffice that there was goncern with a
change ke the original management representation letter regarding
the status of PTLA part-time employees. The OIG had originally
requected that Pine Tree sign a representation affirming that "Ho
part-time PTLA enployees perform LSC-prohikbited activities while
working at PTLA aor while omployad alaswhere." [emphagls added] .
Pine Troe deleted the statement in kold, singe Fine Trae lacked any
bazis for making a management reprasentabtlion to that effeck.

Conciatent wich PF.L.104-134, the L&C Act, and current LESC
regulationa &nd policies, Pine Tree does not regulate the
activities of itz part-time samplayess oukeide of Pine Tree.
Morecver, thers 18 nothing in P, L_104-134, the 1L8C Ackt, or currsant
L2C regulations end peolicies which addresees the activities of
part-time employees when they are not working at Pine Tree or
supparted by Pine Tree funde. Indeed, Mr. Brockington wag unable to
cite any specific autherity for the type of contrgl which was
contemplated in the original drafr represontation regarding part-
Fime employaes. In the absence of thabk authority, it is unclear
why the change made by Ping Tree now makes it imposaibla to
determine Pina Tree’'s compliance with curpent L3C prohibitions or
ragtricticns.

The new draft report takes a eimllar poeition with respect to
the third stated objective of the fiscal audit, whether Cime and
attendance records indicated continued involvement in regtricted or
prohibhitad casea after PTLA ceasad cfficial involwvement wlch the
casgd.  Agein, it cites changee bto Ehe management rweprocsentation

i

RaEsr EEI .BX

| TAATY aad)]l wUld BEIsR AN LE—-&5T-0NY



letter ap the primary authority for ite inability te determine
whether PTLA employees continued to work on prohibired caszes.

This changed conclusion seems dirsetly contradictory with tha
iDllﬂWlng signed asserticme in the management representation
etter:

There are no violations or possible wviclatiens of laws or
regulatiens Whoose affects should be coneidered for disclogure
b LS,

There are no material transactions that have not been properly
recorded in PTLA"8 accounting records, timekeeping records or
case managamenkt files,

No full-time PTLA employees parform LAC-prehibited activicies
during or oukside PTLA'3s reqular working hours.

No part-time PFTLA employees parformed LSC-prohibited
activities while working at PTLA.

It alao ia agquarely contradicted by the documentayy savidence
reviewsd by the OIG on-slte audit team, which included the closing
documentaticn for ewvery singla prohikbited or restricted cage in
which PTLA steff have bedan previously invelved, indicaking Pine
Tree's withdrawal £rom thoge mattere prigg to the effective date of
the prohlibitions or restrictions.

The =second draft reporc aleso suggests that the miner
diecrepancies between the timekeeping syatem used by Fine Tree for
payroll purpozsea and the system used to comely with the
ragquirements of 45 CFR §1635 preclude a determination of compliance
under currant law. Howaver, there is no LSC regoirement that the
timekeeping gyatem utilized for purposes of §1&35 be consistent
with that used for payroll purpeees. Moreover, despite Chose minor
digerepanclas, the earlier draft report coneluded that Pine Tree
was in substantial compliance with this shiective,

hgain, the second draftbt report cites no evidepnce of
noncompliance regarding the third objective. It i5 worth noting
that, to the contrary, the 0IG sudit team ssarched gll of Pine
Tree's timekeeping recordd using the client pames invelived in the
cazen from which FPine Tree withdrew. Tha team discovered no
instance in which Ping Tree otaff worked on thowse cases after the
effective dake of tha restrictione or prehibkitions.

Finally, the meat recent audit report contains a separakce
managetant letter regardipg an lmmaterizl finding sbout contract
reimburgement . The f{inding concerns a June 12, 15%68 ocontrack
betwoen Pine Tree and consultant Lawrence Reichard and suggesks
that actual reimbursamant impropoerly axcecded the contrack limit of
$6,180 for services rendersd and related travel expensea. Thisg
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finding is incorrect and should be withdrawn.

Pine Tree's fiscal ectaff do not recall discussing this issue
with the audirc team during the on-site vigit in December. Our
records indicate that on Eeptember 6, 1996, the Adminigtrative
Office ["Central™] provided oral authorization for the original
contract amounk te be increaged by a maximum of §750. As your
finding notes, Mr. Reichard received a total of §5,6809.13, an
amount balow the amended contract level of §5,850. A copy of the
contemporaneoue Farmworker Upit notes reflecting rhat discussion
and Administrative Office approval for the increase is emnclosed as
*atcachment G."
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