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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 Legal Aid Society of
Middle Tennessee (LASMT).

BACKGROUND

LASMT received $960,328 in Fiscal Year 1996. LASMT’s main office is located in
Nashville, Tennessee, and there are three branch office locations. As of the date of this audit,
LASMT employed, in addition to the Executive Director, approximately 11 attorneys, 4
paralegals, and 26 other staff. In June 1996, LASMT reported six class action suits, one of
which was also a prisoner litigation suit, and no alien representation cases, a total of six 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 LASMT 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 Nashville, Tennessee from December 2-3,
1996, and did not include any branch offices. 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 1, 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 LASMT 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;

0 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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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 AND RECOMMENDATIONS
With regard to the above-stated objectives, we provide the following findings.

d We found no evidence that LASMT 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.

d We found no evidence that LASMT continued representation after April 26, 1996 with
respect to prohibited or restricted services in violation of the law. However, we found
the following reportable condition.

FINDING 1 — Motions for substitute counsel were not filed in a timely manner.

In two of six reported class action cases, LASMT did not file appropriate motions for
substitute counsel to remove its current program attorneys from the cases until December 3,
1996, after the matter was brought to the executive director’s attention by the OIG. LASMT
filed notices of substitute counsel on July 31, 1996 with copies to defendants’ counsel, but this
was not sufficient to comply with Section 502(a) of the local court rules.

There was no evidence that LASMT was involved in litigating these cases subsequent to
July 31, 1996. The cases were transferred to a non-LSC funded entity, the Tennessee Justice
Center (TJC). The court granted the motions for substitute counsel on December 20, 1996.
RECOMMENDATION

None.
GRANTEE MANAGEMENT RESPONSE

LASMT clarified that notices of substitute counsel were filed on July 31, 1996, which
were insufficient to comply with the local rules requiring the filing of motions. LASMT also

stated “... the orders entered in both cases by the Court on December 20, 1996, specifically
provided that the withdrawal and substitution were effective July 31, 1996.”
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0 LASMT 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
The complete text of LASMT’s response to the first and second draft audit reports are

included as Appendix | and Il, respectively. As deemed relevant, LASMT’s comments have
been incorporated above.
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_EGAL AID SOCIETY OF MIDDLE TENNESSEE
211 Union Street, Suite B00
MNaghville, Termessee 37201
(615) 244-6610  Fax (615) 244-6186

March 7, 1997
Mr. Albert 13, Puglia
Acting Assistant Inspoctor General
lor Program Iniegnty by mail and
{ifficc of the Inspevior General by fiox to 207-336-8955

Legal Services Corporation
730 First Stroct, NE., 10" Floor
Washingion, 1M 20002-4250

Re: Awlit Project 96-063, Performance Audit ol
Legal Aid Society of Middle Tennesses, 643040

Thank you for sending me a copy of the drafi audit repert dated February 27, 1997,
covering, the performance audit of our organization that the Office of Inspector Generpf
conducted December 2 - 3, 1996,

Your lofter asked me to respond o cach finding,

I agres with the “Findings and Recommendation™ on page 2 and the “Comphance™ on
page 3.

Under *Munagoment Conirgls™ on page 3 there is 2 “Findings 1™ which whilc accurate
omits two essentinl facts.

1. “Findings 1™ fals to mention that LASMT atomeys on July 31, 1996, filcd
Notiees of Substietion of Counsel i both of the two class action caes i question, For the sake
of aceuracy, yvu should add in “Findings 17 that our attoreys filed those notices in both cases
on July 31, 1996, with copies to defendants’ counsel, thinkmng that filing wis sufficient.

As tur as the delendunts and the atturneys were concemed, LASMT attomeya were out
of the case aller July 21, 1996, Unknowingly, however, we had not complied with a local il
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Mr. Albert B. Puglin

Qffice of the Inspectar Genergl
Lepal Services Carporation
March 7, 1997

Page 2

winch reguired a motion rather than o wotice, Tn Deceruber, when the O represcofatve ssked
for an “order.” this failure came 1o light and was eorrecied immedately.

2. I'he arders entered in both eases by the Court on December 20, 1996, specilically
provided that the withdrawal and substitution were effcctive July 31, 1996,

I think of thesc fiscts are added to “1ndings 1,” the drufl report will be complete and meore
accurate.

‘Thank you fur your cooperatiuom,
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Laitzat, AN S0CIETY OF Mund TERNESSER
211 Unicn Streed, Suile 300
Mashorille, Tornessee 37201
(6I15) 244-6610 Tax{613) 244-6186

luly 257997

Alexiy M, Stowe

Assistant Inspector General for Avwdil
Office of the Inspector General

Legal Services Corporation

750 Firal Strect, ME., 10" Floor
Washinglon, THZ 20002-4250

Re: Audit Project 96003, Pedormuance Awditl of
Lipal Add Soclery of Middle Toancessee, Recipient Mo. 6430410

Dlcar Alcxis Stowe:

Thank you lor sending me the second draft of the audit repont covering the awdit your offiec
condycted ol our arganizztion in Diecember 199, You asked that | revicw the report and provide
WILIten respanse or comments to you no later than August 1, 1997,

1 have lwo comroeols.

The frel cummenl concerny Lhe second sentence in the MANAGEMENT RESPONSE
scetion of the sccond drafl on page 4. Thal scolence now reads, “LASMT also added that the
melions that were [Mled in December 1956 were remoactive bo July 31, 19967 This 5 nol what we
saitl. Whal wo said was, “The onlers enlered in both cases by the Court on Decomber 20, 1996,
speec Feally prosdded that the withdrawal and substitution were cffcetive July 31, 19967

‘I hiz 15 un fioportant distnclion. The important thing is ool what our notions said bt what
the coant’s ardet said. “FPhe court erder said 1t was cffoctive July 31, 1996, nol retrosclive W July 31,
1994, 1 belicve vou should use the court’s brogwape Thal | uxed in my letter of March 7, 1997, as
guoted abowve.

The sceond commcnt has ko do wilh three senlgnees i the last parapragh of the FINDENGS
AN RECOMMEONTXATIONS seclion. This i lanpuape that was in the first draft andit report,
which you sent to me, and | am cmbarrassed that | did neot notice the problem and cull 1 1o your
gliembion m my lelter of March 7, [ 9907
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Legal Services Corporalion

Agzislant Inspector General (or Audit
July 25, 1997

MPapge 2

Lhe three sentences that begin with, “The gases were handled by mors than obe program
attorucy . . -7 and end with ® . LASMT concluded that the Nilings were unnecesiary™ leave a
mistaken impression. Whe was bandling the cascs had nothing to de with our failure to comphy with
& 502(a) of the local court roles. We simply thought that filing a notice was enough.  Althoogh n
onc casc onc of the former LASMT lavyvers transferred to Tennessee Justice Center and continued
representalion, in another case that was ool go. T would remove all thres sonlenecs 1o @ive a4 more
accuratc picturc of the situation.

T huve alached o this lelor 3 copy of page 4 of Lhe second drafl showing the changes 1
Aunmest.

Thanl: you agmin for allowing me to review the reporl. Thank vou ilzo for the courlesy of
your staff dunog the on-site portion and the roport development of the audit,

Executive | irector
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2nd. DRAFT

aller the matter was broughi 1o the executive director’s stlenbion by the QUG 1LASMT filed neliees
of substitule counsel o July 31, 1996 with copies o delendants’ coumsel, bal (his was mot salficient
o comply with Soction 502(u) ol the local court mlcs.

Therc was oo evidence that LASMT was involved in litigating Lhese cases subsequent to
Taly 31, 1946, The cuses werd ransformed W e non-1.50 fanded onlity, the Tennessee Tustice Conter
(TIC). Thacasee-wers-Bundlukbymore thenone-progrematismmey-pros tothed Srprohihrtons,
(e o the formee FACSAEF attomeystrans forrisd-cmmple ravent-tor FHE 4 orcom e fefressfitatiomon
the restmicicd cosce—Hecmmscone of the anmeys o recordtopresen iy e tlidntfidnd change,
== 4ASMTvonledad that the-Blings wers wmecessany- 1he courl gramted Lhe mations for substitule
counse] on Doconber 20, 1996

AECOMMENDYATION
Tliwrne.
MANALEMENT RESPONSE

LASMT elanficd thal nolices ol substitute comnscl were filed on Jaly 31, 1996, which were
usallicient to comply with the locsl rules requiring the filmg of motions. LASMT aimatkicdﬂnﬂ

themotions thatwerefried o 1ﬁﬁmmfvcm 'F'“ 1986 Lhe Ordos
snte-ad 1ln botk cases by the Cousl on Leecorhe= A7 specifizally prl:l'rl.ﬂﬂd

that Lao withdrawa® ans .;Ll"'_'ltll":’iﬁ‘.‘q- -u.-r-: Erfective July 37,

bits comment oot o
MNone,
a LASMT cstablished policies and procedures as required by the respective reguwlations and

communicated those policies aml procedores to its slall

CRANTEE MANAGEMENT COMMENTS

The complete text of LASMT ' response to the first drafl sedst repont e includod m Appendix 1
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