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EXECUTIVE SUMMARY

Senator Charles E. Grassley, Ranking Member of the Committee on Finance, requested
that the Inspector General conduct an audit of the Legal Services Corporation’s
Technology Initiative Grant (TIG) program. The Senator indicated his office had
received a number of concerns regarding the TIG program and requested an audit of
the mechanisms used to monitor and evaluate the program.

Audit Objective: The objectives of the audit were to determine whether the TIG
program had appropriate internal controls in place and were properly following them,
and whether the TIG program was in compliance with applicable laws, regulations, and
LSC policies. The OIG reviewed the internal control system used to provide both
program and financial oversight. This included control activities over applying the legal
framework for the TIG grant program, awarding grants, monitoring grant performance,
terminating grants, and complying with applicable laws and regulations.

Results In Brief: Taken as a whole, the control deficiencies identified in this report
constitute a material weakness in the TIG program’s internal control system. A material
weakness in an internal control system may result in impairments to the effectiveness
and efficiency of operations; misstatements in financial and performance information; or
violations of laws and regulations not being prevented, detected or corrected by
management or staff in the normal course of business in a timely manner. In our
opinion, LSC Management does not have adequate assurance that funds spent on TIG
projects meet stated goals, meet planned timelines, or adhere to established budgets.

While the TIG program has consistently been credited with achieving its end goal of
increasing access to legal representation, the processes for awarding and administering
grants need improvement. Appropriate internal control activities were not in place to
provide adequate program or financial oversight; in some instances, LSC regulations
were not followed, and procedures and processes were not in place to ensure
compliance with all LSC laws and regulations.

LSC inconsistently interprets and applies the statutory framework authorizing TIG
grants, and the process for making TIG awards does not adequately provide for
competition among vendors performing major TIG functions. Policies and procedures
governing the award and administration of TIG grants are not adequately documented
and lack necessary internal controls, having a negative impact on the selection of TIG
grant recipients; the monitoring of grantee’s performance and expenditures; and the
termination of TIG grants in a timely manner. Finally, in some cases, LSC is not
requiring compliance with LSC regulations dealing with sub-grants and not sufficiently
monitoring TIG recipients’ compliance with LSC regulations.

Recommendations: The OIG made one overall recommendation and 35 specific
recommendations to address the issues identified and to strengthen internal controls
over the TIG program. Overall, the OIG recommended that LSC consider suspending



the award of TIG grants until an adequate internal control system is designed and
implemented.

The OIG made 35 other recommendations to strengthen the internal controls over TIG
program operations. These included recommendations to LSC Management in the
following 3 areas:

Legal Interpretation Issues (6 recommendations). These include
recommendations to:
e Ensure that LSC consistently interprets and applies the statutory
framework authorizing TIG grants
e Ensure that vendors who receive a significant portion of TIG funding
are selected based on competitive processes that ensure best value

Award and Administration Issues (22 recommendations). These include
recommendations to ensure that specific policies and procedures that govern the
management and administration of the TIG program are fully documented and
establish adequate internal controls and processes to be followed. Areas of
emphasis include:

e Documenting award decisions
Monitoring performance reporting
Terminating non-performing grants
Monitoring TIG grantee expenditures
Evaluating TIG grantee sustainability plans
Addressing conflicts of interest

Requlatory Compliance Issues (7 recommendations). These include
recommendations to:
e I|dentify TIG grants subject to LSC’s subgrant regulations and, for these
grants, ensure that subgrant rules are followed
e Develop processes to detect and prevent violations of restriction by
transferees and to monitor program integrity issues on TIG projects

Summary of LSC Management Comments:

In response to the overall recommendation, the LSC President indicated that he
suspended awarding all 2010 TIGs pending a rigorous review and would “...consider
awarding some critical TIGs in which failure to do so would result in shutting down
technology projects that provide crucial support to vital ongoing activities.” The
President further indicated the remaining TIG awards would resume “...only when | am
confident that sufficient progress has been made in improving internal controls and that
doing so will not unreasonably put LSC funds at risk.”

LSC Management provided a response to each of the other 35 recommendations
describing actions planned or taken. For most recommendations, LSC Management



provided comments in addition to the specific response to the recommendation. LSC
Management’s response to the recommendations and the additional comments are
included verbatim in the body of the report except where specifically noted. The full text
of LSC Management’s response and comments to the draft report is Appendix | of this
report.

OIG Evaluation of LSC Management’s Response:

LSC Management’s planned actions to address the overall recommendation are
responsive. The OIG’s evaluation of LSC Management’s response to the other 35
recommendations is included in the body of the report and summarized below.

The OIG considers LSC Management's planned actions to be responsive to 25
recommendations in the following areas:

Consistently interpreting and applying the statutory framework
Developing policies and procedures governing award and administration
Documenting award decisions

Monitoring TIG grantee performance

Monitoring TIG grantee expenditures

Evaluating TIG grantee sustainability plans

The OIG considers LSC Management's planned actions as not responsive to 10
recommendations. This is because rather than implementing the recommendation, LSC
Management will review the issue further and then decide what specific actions to take.
The OIG will review the specific action ultimately taken by Management. The OIG
considers Management actions to be not responsive in the following areas:

Selecting vendors based on competition

Terminating non-performing TIG grants

Addressing conflicts of interest

Establishing adequate oversight over subgrants

Monitoring restricted activities by transferees and program integrity issues on
certain TIG projects

The OIG considers all recommendations open until LSC Management completes action
on each recommendation and provides written notification to the OIG that all actions
have been completed.
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INTRODUCTION

In a January 2009 letter to the Legal Services Corporation Inspector General, Senator
Charles E. Grassley, Ranking Member of the Committee on Finance, requested an
audit of the Technology Initiative Grant (TIG) program. The Senator indicated his office
had received a number of concerns regarding the TIG program and requested an audit
of the mechanisms used to monitor and evaluate the program.

BACKGROUND

LSC Technology Initiative Grant (commonly referred as TIG or TIG grant) program was
established in LSC’s FY 2000 appropriation. The legislation specified that program
funds be used to enhance “client self-help and information technology.” Subsequent
LSC appropriations have affirmed that TIG funds should be used for these same
purposes. From 2000 through 2009, LSC has made 414 TIG grants totaling
approximately $33 million.

LSC established the following objectives for grants issued under its TIG program:

Providing direct legal information through websites;

Creating and improving self-help materials and guidance;

Increasing advice and brief services with centralized intake;

Reaching geographically isolated clients through video conferencing;
Ensuring that TIG grantees and the national community possess the
technological infrastructures required to successfully implement projects; and,
e Providing grantees with technical assistance to augment their ability to
effectively implement cutting edge technologies.

The TIG program is administered by the Office of Program Performance (OPP). The
TIG program has three staff members and one intern devoting all of their time to
managing grants. An additional OPP staff member is dedicating a percentage of his
time on the evaluation plans and reports of the projects. In August 2010, TIG
management added a new member to their team to specifically address the needs of
the TIG Program.

The award of TIG grants occurs annually and, depending on the established focus of
the technology needs that year, different types of projects are awarded. From the
beginning of the TIG program cycle in 2000 through 2005, full applications were sent to
LSC to be reviewed by a panel of outside knowledgeable individuals (external
reviewers) as well as TIG staff. After analyzing all information, the TIG staff
recommended projects to be awarded TIG grants to LSC Management officials who
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selected the projects that most adequately addressed the technology priorities identified
for that year. Starting in 2006, LSC changed the application process by soliciting
Letters of Intent. Letters of Intent, which briefly outline a proposed project, were
instituted because many grantees spent a lot of time and effort putting together a full
application only for it to be rejected in the end. TIG program officials also moved away
from using external reviewers, and instead, use internal staff to conduct the primary
review of Letters of Intent. The TIG staff then invites grantees with the most promising
proposals to submit full applications. TIG staff members evaluate the applications and
compile a list of recommended projects for management review and approval. In FY
2009, approximately 90% of the full applications submitted were selected for funding.

The TIG program requires that once grants are awarded TIG staff members are to
receive a series of milestone and quarterly reports detailing the progress of on-going
grants. After an initial payment of a maximum of 40 percent of the total award, the grant
is separated into a set number of payment periods, with of milestones to be
accomplished during each period. The grantee must submit a report demonstrating that
the specific milestones were met in order for the payment to be made to the grantee.
Lastly, the structure of the TIG program requires a final evaluation report to show the
impact and effectiveness the finished project had on increasing client access as well as
on augmenting capacity to serve at the grantee and/or legal aid community level.

Before the 2010 grant cycle, TIG staff members used two systems called Pearl and
Worksite to document and track the TIG projects’ progress. Beginning with the 2010
TIG grant cycle, TIG staff members began using a section of LSC’s grants management
system specifically designated for TIG grants.

OBJECTIVES

The objectives of the audit were to determine whether an appropriate internal control
system was in place and properly followed, and whether the TIG program was in
compliance with applicable laws, regulations, and LSC policies. To accomplish our
objectives, the OIG reviewed the internal control system used to provide both program
and financial oversight. This included control activities over applying the legal
framework for the TIG grant program, awarding grants, monitoring grant performance,
terminating grants, and complying with laws and regulations.



SCOPE AND METHODOLOGY

To accomplish the objectives the OIG obtained an understanding of the internal control
system by reviewing LSC policies and procedures, including all relevant manuals,
guidelines, website information, memoranda, emails, and directives setting forth current
TIG grant management. The OIG interviewed TIG program officials and Office of
Financial and Administration (OFAS) officials to obtain an understanding of the internal
control framework and the officials’ knowledge and understanding of the processes in
place. Applicable laws and regulations pertaining to the TIG program were also
reviewed.

A judgmental sample of TIG grants awarded during the period FY 2000 through FY
2009 was selected and reviewed. A sample of 13! TIG awards, representing just over
10 percent of the $29,343,239 (373 separate grants) awarded during the period FY
2000 to FY 2008 were initially reviewed. Additional grants were selected to evaluate
based on specific aspects identified in the initial sample of 13 TIG grants. For example,
572 TIG grants that were primarily carried out by third party contractors during the period
FY 2000 to FY 2009 were reviewed. In addition, the OIG reviewed 22 grants that had
particularly long outstanding balances, some of which had been terminated.

The OIG was provided with a spreadsheet of all TIG awards and a database that
contained documentation related to each TIG awarded. The documentation in the
database included proposal requests, proposed budgets, award documents, milestone
reports and payment schedules. Audit tests were not performed on the general or
application controls over the automated systems, Worksite and Pearl, which produced
this information. The system was an electronic filing system of documents pertaining to
each grant. We believe that the documents retrieved from this system provided the OIG
with the same level of reliability as a paper filing system and thus was adequate to
support our conclusions.

The OIG also was provided two Access databases that contained quarterly reports and
milestone reports as of February 2010. In addition, TIG staff members provided an
electronic file containing emails between TIG grantees and TIG staff members called
Tech Grants. TIG staff indicated that some TIG related emails were not included in
Tech Grants because a long time TIG staff member resigned from LSC in 2008 and had
not always forwarded relevant emails to the Tech Grants electronic file. The OIG based
its conclusions on the documentation provided.

! The OIG had initially planned to review 30 grants. The OIG modified its sampling plan to look at grants
that had specific characteristics identified in the review of the initial 13 grants.

2 After the issuing the draft report, the OIG made minor revisions to the number and dollar amounts of
grants reviewed and the number of grants included as support for some findings. All affected nhumbers
were adjusted accordingly in the final report. The changes did not impact the findings in the report.

3



This performance audit was conducted in accordance with generally accepted
government auditing standards. Those standards require that the OIG plan and perform
the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for its
findings and conclusions based on the audit objectives. The evidence obtained
provides a reasonable basis for the OIG’s findings and conclusions based on the audit
objectives. The OIG conducted audit field work from November 2009 to July 2010.

OVERALL EVALUATION

Taken as a whole, the control deficiencies identified in this report constitute a material
weakness in the TIG program’s internal control system. A material weakness in an
internal control system may result in impairments to the effectiveness and efficiency of
operations; misstatements in financial and performance information; or violations of
laws and regulations not being prevented, detected or corrected by management or
staff in the normal course of business in a timely manner. In our opinion, LSC
Management does not have adequate assurance that funds spent on TIG projects meet
stated goals, meet planned timelines, or adhere to established budgets as discussed in
detail below.

While the TIG program has consistently been credited with achieving its end goal of
increasing access to legal representation, the processes for awarding and administering
grants need improvement. Appropriate internal control activities were not in place to
provide adequate program or financial oversight. In some instances, LSC regulations
were not followed, and procedures and processes were not in place to ensure
compliance with all LSC laws and regulations.

LSC inconsistently interprets and applies the statutory framework authorizing TIG
grants, and the process for making TIG awards does not adequately provide for
competition among vendors performing major TIG functions. Policies and procedures
governing the award and administration of TIG grants are not adequately documented
and lack necessary internal controls, having a negative impact on the selection of TIG
grant recipients; the monitoring of grantee’s performance and expenditures; and the
termination of TIG grants in a timely manner. Finally, in some cases, LSC is not
requiring compliance with LSC regulations dealing with sub-grants and not sufficiently
monitoring TIG recipients’ compliance with LSC regulations. Detailed findings are
included in three sections of the report and are summarized below.



I. Legal Interpretation Issues

LSC inconsistently interprets and applies the statutory framework for the TIG program.
It structures grants to appear compliant with restrictive guidance in a conference report®
with respect to certain aspects of the program (eligibility for TIG grants) but not with
respect to other aspects (type of projects funded), where it takes advantage of the less
restrictive statutory language. The conference report is not controlling and the language
of the statute would allow LSC to make awards directly to vendors based on competition
rather than awarding TIGs to LSC grantees “on behalf of” these vendors without the use
of competition (see page 7). LSC’s decision to award TIG grants exclusively to existing
LSC grantees resulted in its issuing approximately 14 percent of its grants, valued at
$4.5 million, to various grantees with requirements that the majority of these funds be
passed through to two third-party vendors, preselected by LSC, to accomplish the
purposes of these grants (see page 9). Also, performance data, such as the number of
LSC grantees receiving TIG grants, may be misleading when such a large number of
grants were awarded simply to pass the money through to two specific vendors.

Il. Award and Administration Issues

Controls were either not properly implemented or not established. LSC established
grant award criteria tied to objectives of the TIG program, created a milestone and
guarterly reporting system, and introduced a project evaluation system requiring the
reporting of how well programs were able to meet their targets. However, the policies
and procedures implementing these measures were not adequately documented, were
not always enforced, and did not include all of the necessary internal controls (See page
17). As a result, LSC did not provide proper oversight over the process as a whole and
has no assurance that:

e Award decisions are in line with established criteria. LSC publicized that TIG
grants would be awarded based on specific, weighted criteria but did not
document that it employed the criteria in making award decisions. (See finding
page 18)

e Performance is effectively monitored. TIG recipients did not consistently meet
performance reporting requirements and LSC did not take sufficient measures to

® A conference report is produced by a committee of Representatives and Senators, charged with
negotiating language for a final proposed bill to be voted on in both the House and Senate. The report
contains the final version of the bill as well as a section by section analysis of that bill. See C-Span
Congressional Glossary. The conference report is the “most authoritative single source of legislative
history....” U.S. General Accounting Office, Principles of Federal Appropriations Law (3d ed.), vol. 1, 162-
163.



ensure more timely reporting, thereby limiting LSC’s ability to monitor the
performance of the projects. (See page 22)

e Grants are terminated when warranted. LSC TIG termination procedures were
not sufficiently developed thereby causing delays in terminating non-performing
grants and preventing unused funds from being used for other TIG grants. (See
page 24)

e TIG funds are being used as required in the grants. LSC does not monitor
the actual expenditures incurred by TIG recipients on TIG projects. (See page
30)

e Only appropriate sustainability plans are approved. LSC inappropriately
approved a sustainability plan for a third party entity rather than for an LSC
grantee. (See page 35.

e Apparent conflicts of interest are identified. LSC awarded TIG grants with
apparent conflicts of interest between the grantees and third party entities. (See
page 39)

[ll. Enforcement of Regulatory Compliance Issues

LSC did not properly apply its sub-grant rule when grantees paid TIG funds to third
parties. These rules require that sub-grants be submitted in writing to LSC for approval
and contain certain terms specified by regulation, including terms that ensure
compliance with LSC rules. The lack of sub-grant agreements makes it difficult to
ensure that activities are consistent with LSC restrictions (see page XX). In the case of
parties receiving transfers from TIG funds, many of the LSC restrictions would apply,
while in the case of grants or projects intended to facilitate cooperation and
collaboration with other legal service providers, the program integrity rule would apply.
However, based on an OIG review of TIG program files, LSC did not establish adequate
oversight to ensure that LSC regulations were followed by those ultimately receiving
TIG grant funds. (See page 50)

OVERALL RECOMMENDATION

Recommendation 1. The President of LSC should consider suspending the award of
TIG grants until an adequate internal control system is designed and implemented. The
internal control system should address the entire TIG grant making process and include
specific control activities for program and financial oversight, and processes to ensure
that compliance with LSC regulations and restrictions is enforced.*

4 Management recently reported, that based on the progress in addressing the issues contained in this report, 30
new TIG awards have been made. The OIG has not evaluated the new system of controls implemented as a result
of this review.



Management Response.’ In response to the recommendation by the OIG, | have
suspended awarding all 2010 TIGs pending rigorous further review in light of the
recommendations in the Draft Report. Management considers strong internal controls
to be a vital part of all of its grants management and oversight operations, and is
incorporating the recommendations of the OIG, as discussed in detail below, into a
process of designing and implementing a revised system of internal control for the TIG
Program that began last year. | will consider awarding some critical TIGs in which the
failure to do so would result in shutting down technology projects that provide crucial
support to vital ongoing activities. | will resume making the remaining TIG awards only
when | am confident that sufficient progress has been made in improving internal
controls and that doing so will not unreasonably put LSC funds at risk.

Evaluation of Management Response. Management’s actions taken and planned are
responsive to the recommendation. However, Recommendation 1 will remain open until
an adequate control system is designed and implemented.

AUDIT FINDINGS

I. Legal Interpretation Issues
Pass-through grants were not awarded on a competitive basis in part because the
appropriations language needed to be clarified and policies needed to be developed.
The OIG identified two areas that need improvement:

A. Inconsistent Application of the Statutory Framework

B. Selection of Mandated Vendors Not Competitive

A discussion of each area is presented below and the corresponding recommendations
are presented at the end of the section.

A. Inconsistent Application of the Statutory Framework

LSC’s interpretation and application of the statutory framework is inconsistent. In
practice, LSC follows the language of the statute and ignores conference report
language with respect to certain aspects of the TIG program but adheres to the more
restrictive guidance in the conference report with respect to other aspects of the
program.

> Unless otherwise noted, the paragraphs entitled “Management Response” or “Management Response and
Comment” are direct quotes from LSC Management’s written response to the draft report.
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In FY 2000, Congress first appropriated money for the TIG program, earmarking funds
“for client self help and information technology” in the appropriations act. The
conference report associated with this appropriation explained that Congress intended
TIG funds “to be used to improve pro se clinic methods and acquire computerized
systems that make basic legal information and court forms accessible to pro se
litigants.” In subsequent years, Congress continued to make appropriations “for client
self help and information technology,” but provided no further explanation of
congressional intent. Conference reports in these subsequent years merely restate the
language of the associated appropriations acts. The language of the conference report
in FY 2000 likely does not represent an authoritative statement of the scope of the TIG
program.

From the beginning of the TIG program, LSC applied the language of the statute and
did not follow the more restrictive conference report language when deciding what sort
of projects to fund. In addition to pro se projects, TIG grants have funded some projects
that pertain to infrastructure, technical assistance, and certain website activities that can
not be characterized as assisting pro se litigants.

LSC more strictly adhered to the expressions of Congressional intent in the FY 2000
conference report with respect to other limitations on the TIG program. Specifically,
LSC appears to have more rigorously followed the direction in the FY 2000 conference
report that TIG funds be used to “provide... grants to Legal Service Corporation
grantees.” LSC chose to award its TIG funds as grants rather than contracts, and the
OIG’s review did not identify any instance in which a TIG grant was awarded to an
organization that was not already an LSC grantee. For each year of the TIG program,
however, multiple grants have been awarded to LSC grantees with the intent that grant
funds be passed through to fund activities carried out by a few select other entities. For
example, multiple grants were awarded to LSC grantees that applied for a TIG grant “on
behalf of” an entity that was not an LSC grantee. (See Section | B Selection of
Mandated Vendors Not Competitive for a further discussion of this issue.) This practice
may weaken LSC’s ability to secure the best value for its TIG funds and oversee
compliance with its regulations and restrictions.

® The FY 2000 conference report also directed that TIG grants be “made with the understanding, as
stated in the Legal Services Corporation budget request, that the grantees make a commitment to include
in their budgets for future years amounts sufficient to maintain and upgrade their equipment.” While there
is some evidence in the grant files reviewed by the OIG that LSC sought to encourage such sustainability,
it was difficult to determine conclusively whether any TIG grants were made to maintain or perpetuate
projects funded by prior TIG grants. Accordingly, the OIG does not intend to opine in this area.



It is not certain why LSC drifted from the language of the FY 2000 conference report
with respect to the sorts of projects to be funded by the TIG program, but strictly
adhered to that language with respect to both the disposition of TIG funds as grants
rather than contracts and the use of only current LSC grantees as being eligible for TIG
grants. It has been suggested by LSC officials that LSC’s practice in this regard
reflected its sense of the political realities underlying the appropriations process.

Regardless of the cause, such inconsistent application of the TIG statutory framework
has resulted in the development of questionable arrangements to accomplish the aims
of the TIG program as LSC has envisioned them. Clarification of the statute may allow
for a more transparent and efficient administration of the TIG program.

B. Selection of Mandated Vendors Not Competitive

LSC’s decision to award TIG grants exclusively to existing LSC grantees resulted in its
issuing approximately 14% ($4.5 million out of $33 million) of its grants (40 grants) to
various grantees with requirements that the majority of these funds be passed through
to third-party vendors, preselected by LSC to accomplish the purposes of these grants.
The two preselected vendors have never been subjected to any grant or contract
competition processes by LSC.

Since the FY 2000 grant cycle, LSC has awarded 40 TIG grants (many of which
involved statewide websites) to grantees with the express purpose of having the
grantee pass-though the full or a portion of the grant amount to the vendors mandated
by LSC. One of those vendors has received approximately $2.6 million and another
vendor has received approximately $2 million’ in TIG funds. LSC grantees submit a
grant application on behalf of the vendor. In a majority of the cases the grant
application appears to have been prepared by the vendor. The vendor then
corresponds directly with TIG staff during implementation, and in some instances,
submits the milestones and final reports directly to LSC. The TIG grant included funds,
approximately 2% of the total grant award (usually $2,000), to be used by the grantee
for fiscal, administrative, and compliance oversight of the vender.

In the case of statewide websites, although a TIG official stated that four grantees
received TIG grants and did not ultimately use one of the two mandated vendor’s
website templates, the OIG noted that LSC took measures to attempt to enforce this
requirement on at least one occasion. During the review of our sampled grant files, we
noted where LSC threatened to terminate a grant if the recipient did not contract with
one of the LSC’s preselected vendors for website development. An email from a TIG
official stated in part,

’In addition, at least one of these two vendors participated with several other vendors on seven other TIG
grants totaling approximately $600,000.



The purpose of the statewide website portion of the TIG
grant is for [the grantee] to adopt and implement one of the
two LSC-approved templates.... If it is not [the grantee’s]
intention to use the [mandated vendor] template than [sic]
the portion of this grant designated to fund the statewide
website will be rescinded and $50,000.00 will be deducted
from subsequent payments.

On the other hand, another grantee’s final report for its initial statewide website grant,
which was written and submitted by the pass-through entity, indicated that it was not
using either of the two mandated templates. This entity received the majority of the
funds from four website grants valued at over $600,000. There is no evidence in the
grant files of the attempt to enforce the requirement for this grantee.

The use of LSC grantees as intermediaries between the Corporation and the entities
actually performing grant functions by-passes LSC’s contracting processes, which could
have been used to award large dollar contracts on a competitive basis. Such a process
could have helped to ensure that LSC received best value for its TIG dollars. In addition
to what is essentially a lack of competition among the ultimate recipients of pass-
through TIG funding, the minimal administration fee paid to grantees may be insufficient
to ensure appropriate contracting and oversight controls at the grantee level given the
complex nature of the projects undertaken by third party vendors.

The OIG was unable to determine the specific reasons for LSC’s selection of the
vendors it required because documentation was not available, but discussions with TIG
management officials provided an outline of the selection process, which was largely
non-competitive. TIG management officials stated that stateside website templates
developed by the two vendors for the FY 2000 grant cycle were analyzed as part of the
evaluations of proposals received from grantees. After selecting these grants and their
proposed vendors for award, LSC started mandating the use of either of these two
approved vendors for statewide website projects. The vendors were selected without
going through LSC’s competitive bidding process for contracts. A TIG official also
stated a preference for awarding TIGs to LSC grantees and not having to open the
awards process to public vendors that likely would yield a large number of applications,
despite the fact that competition among a robust pool of applicants is ordinarily thought
of as a mechanism for securing best value.

Grants disposing of approximately $4.5 million dollars in TIG funding were structured to
funnel LSC money through nominal grantees to two preselected vendors. By adopting
this grant structure, LSC denied itself the benefits of a competitive grant-making
process with respect to these funds.
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Recommendations. The President of LSC should:

Recommendation 2. Ensure that LSC consistently interprets and applies the statutory
framework authorizing TIG grants.

Management Response and Comment.

Response: Management will ensure that LSC consistently interprets and applies the
statutory framework authorizing TIGs under applicable cannons of statutory
construction. LSC's Office of Legal Affairs (OLA) will review the statutory framework
authorizing the TIG Program under applicable law involving appropriations, statutory
interpretation, report language, statutory history, established principles of statutory
interpretation, and the budget request process.

Comment: Management takes very seriously its obligation to ensure compliance with
the statutory framework that governs all of LSC’s operations and works closely with its
oversight and appropriations committees in both the House and the Senate to ensure
that Congress is kept fully appraised of LSC operations. Management agrees with the
OIG that “LSC follows the language of the statute” in operating the TIG Program, and
has always been of the view that the TIG structure and operation have been fully
consistent with the relevant statutory language.

If as used in the draft report, “statutory framework” is meant to refer to both the statutory
language in LSC’s appropriations act and the FY 2000 conference report language
regarding TIG funding, Management has been of the view that it has properly
interpreted and applied the “statutory framework” but we nonetheless commit to closely
reviewing and giving serious consideration to the argument made by the OIG on this
point in the Draft Report.

Evaluation of Management Response. Management's planned actions are
responsive to the recommendation. However, Recommendation 2 will remain open until
all actions are completed and the OIG is notified of the results.

Recommendation 3. Seek clarifying language in LSC’s appropriation to either restrict
TIG grants to LSC program grantees or allow TIG grants and/or contracts to be made
directly with non-LSC grantees and vendors.

Management Response and Comment.

Response: Management will review this issue with input from OLA, OPP and the
Office of Government Relations and Public Affairs (GRPA) to determine whether
clarifying language would be needed for LSC's administration of the TIG Program, and if
so, Management will seek such clarification.
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Comment: At the inception of the TIG program, Management made the decision to
award TIGs only to existing LSC program recipients® based on a variety of factors
including the statutory language, the conference report, communications with Congress,
grant management priorities, LSC staffing, fostering continued support for TIG funding
and the relative advantage of awarding these funds to LSC program recipients who
were already familiar with LSC’s extensive rules and restrictions. Management agrees
with the OIG that a different structure would have presented some advantages, but
Management determined in its discretion that the trade-offs and disadvantages
outweighed those benefits at the time.

Evaluation of Management Response. Management's planned actions are not
responsive to the recommendation. The response amounts to a commitment to conduct
a review at a later date to decide whether and to what extent Management will seek
clarifying language. Recommendation 3 will remain open until Management’s review is
complete and the OIG is notified of the specific actions taken in response to this
recommendation.

Recommendation 4. Ensure that grant applications submitted with the intent to pass a
significant portion of the requested grant funding to third parties detail the reason or
plan for selecting the third-party entities in question, the justification for using third-
parties to accomplish grant purposes, and the applicants’ proposed methods for
overseeing performance by the third parties.

Management Response and Comment.

Response: Management will require that for any TIG application submitted in which a
significant portion of the grant would be used to hire a third party to assist in attaining
grant purposes, the application must provide the reason or plan for selecting th