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INTRODUCTION  

In Public Law 104-134 [110 Stat. 1321 (1996)], 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 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 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. 
Legal Assistance Foundation of Chicago (LAFC) was included in both the performance and the 
financial related audits. This report presents the results of the financial related audit of LAFC.  

BACKGROUND  

LAFC received $4,599,771 in Fiscal Year 1996. LAFC's main office is located in Chicago, 
Illinois, and there are four branch office and four satellite office locations. As of the date of field 



work, LAFC employed, in addition to the Executive Director, approximately 55 attorneys, 35 
paralegals, and 49 other staff.  

OBJECTIVES  

The specific objectives of the financial related audit were to determine whether:  

• LAFC used funds to pay other legal organizations to handle prohibited or restricted cases; 
• current employees, terminated employees, or consultants continued to work on restricted 

or prohibited cases and received LSC funds for their services after restrictions and 
prohibitions took effect; and 

• timekeeping records indicated continued involvement in restricted or prohibited cases 
after LAFC ceased official involvement with the cases. 

SCOPE AND METHODOLOGY  

The financial related audit of LAFC was conducted in accordance with generally accepted 
government auditing standards. Field work was performed during two visits to the office in 
Chicago, Illinois from December 9-11, 1996 and from January 27-31, 1997. Audit procedures 
included interviews with LSC and LAFC personnel, review of LAFC policies and procedures, 
and examination of LAFC records.  

FINDINGS, RECOMMENDATIONS AND CONCLUSIONS  

With regard to the specific objectives detailed above, we provide the following findings.  

• We found no evidence that LAFC used funds to pay other organizations to handle 
prohibited or restricted cases. However, we did note that LAFC made an allowable 
transfer of non-LSC funds during the transition period immediately following the 
enactment of Public Law 104-134. 

• We found no evidence that terminated employees or consultants continued to work on 
restricted or prohibited cases and received LSC funds for their services after restrictions 
and prohibitions took effect. 

• We found no evidence in the timekeeping records to indicate that current employees 
continued involvement in restricted or prohibited cases after LAFC was required to cease 
official involvement with the cases, except for those instances identified in the 
performance audit report. 

GRANTEE MANAGEMENT RESPONSE TO DRAFT AUDIT REPORTS  

LAFC did not provide any written comments on the first draft financial related audit report. 
LAFC provided written comments on both the second draft performance audit report and the 
second draft financial related audit report in one combined response, but the response did not 
include any comments on the second draft financial related audit report. The complete text of the 
response to the second draft financial related audit report is included in Appendix I.  
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Tn resporrse L" you"(" letter dated November 
the 2nd Dra:t. oC th<> l'r. rformance .Z:..ud:.t 
Audit. , l hav~ the t"ollow.iuy ::cnr.mcnts , 

2 '· _, 
<>nd 

FAX (312) 341-1041 
lllD 14<>.: (312) 431·1 ~-06 

1997, and 
l'i1,1ancial 

l . With regard to the Draf t. Pr··: r · f o iman c e Au::!it, 

2. 

there i!J a typo on J)i~g1~~ 2 in che last 
paragraph. It Slll)lllci fJC:! Jiinua=y 3 0. 1997, 
in!lt.eao of Jan;;ary '.i 0. 1 996. 

We co11· .. l1111-?~ t.c1 hr.:l ie,,e t l1a t c 11r octivit:.ie~ i n 
t:H~..f\ell and Hill "'." '"'-' wer e :_:iermis<> i:Ole unde r 
va~·ious LSC clas:~: ftr: L. inn r.ecrulation~: that ha d 
been proir.-~ lgatGd. 

w i t.'.2 regard t<:: the Bell ·~ase, t.;"lere was 11~1t <1n 
adversarial discussiar. con:::erning the clnl l.ar umount of 
the settleir.ent as you statP. en PCl',le 5 . I nstead, ':.he 
par::ies had alraady a!'freed Lo U"' ;;mo\1nt. eact. menlh<'lr of 
r:h:::. cluss '"'~oul:l :·ecfti.ve .J.r.d "'l1en i-:. ~as determil1~U ~.t1c ~r< ~ 
""' t:L' t! moY-~ ntembers of t=.e =lass ~han previously 
und e r st.ood, t-.t1c~ ;l1no l•nt c f !:he :;ei:,tlement i1lc:t'P.a.~erl 
proP"-~rt.icnatel).:. t ... LLa<:tic :ri i !1 v 1. et t e1· from ti::.G 1 tl.wyer 
fc:r the d efe;1da11t:; \'l'hich sr.u:.es a:::. f c>llr>ll.-n: 

You have L"!!r.JUOSl:ed t.!:ai: 1 con!ir:n 
t .hu:: our di 11.J<.:'.l.!iS ions rega~di:i~J the 
Joi nt MatiO!'l t.o Approve R!'!vised 
Noi:. i.ce ar1d !)tip11:. ~t::i.on . £.iled 011 
O<!l.c>l>~.r· 'JG, 19!:16, in tt1e at·C·',~e-
CCLIJt it)llt ~<i 1 .,\,,•Stti t , wer~ ncn­
adversarial i 11 11;lt.\Jrc:. I agree . A!; 
'"'·e 1.:ta t .od ir. Lilt= 1.T<>ir1t. rlfot.icn, 
"[r] ;i~si tig o! t ilt= ti.on t:' and ·~'2ill11g 
~! the Fu:-::i c.::>r!"espcnds to th>'! 
u11de!"'lyi11i:; to:r:nula. e1tllodief. i ~t ti1e 



.<.l e xis M. Stowe :Hr. 
L'ec err£er S, 1997 
?ag~ "l'WC 

Settleme nt A<Jreeme:-it. between 
Plair•tiC!s und ·,.iescc. •• (fi.1<.l l . Lo~ , at 
2) 1 belie ve t his statemcuL 
appear:.ng in t:l:le ,;::.>int Met.ion 
it.se·cf, i!lustc·a~es that c:ur· 
discutisions ',\l'e r e ;1,)11 - adversur·:.(.)1 .-1c1cl 
tl1<1t the Court , in !Jrantir.g t.h" 
Joint :VJnt: :.on, c:onfir.ns that 
cc11cl usion . 

Tn tl:ie iii.ll. C7.l5e , ·11e f ile d 11 Pl;1l!1Llffs ' Stutemcnt. o n t i1e 
Status c f t he ~tuttis of t.h« Two-Ye<i.r R'1port en October 3. 
L996 . C-.1r r e p o T·t. w><•1 me rel}' to inf ocm the CouT·t whether 
t:l:e ~ro-vis i on:; of t he consent de<!ree ..-er e b c j no 11'.P. I:. . We - ~ 

did not "-ic w tl1i•1 documen t as adversaria l . we '"'ithd:-e w 
from the case or1 r:1,. :eml)er :; , 1~'1 6 . Our g ood fa i t h 
i nterpretation o f t.)11~ r·«yul a t i o n does 110 1: seen worthy o ! 
furt.hez:· re,;ie,,:, ~spt.~c : i <1.lly .i11 light of ..::111r ,.,i t.hdru~.,a l 0 11 
December 3, 1996 . 

t-1<~ l>E~lie,1e cnat r. ,s~ 111.a:iagement .;h<,uld no-: t.~k~ •111y 
eorrecti·,rc actioa 11o·i th r€.garci to tl1ese t wo r.."'ltl<!tl _ 

SHR: egh 

,Yetr truly your e:, / 
,. / I ~ . ~. ,.· ; ·-~. : (.· .. : J· ~ ... ... • · \ . / l ..:_ .((• ., , . ~ - • 
•• / _ ... $ ..... ·r'· 
.S.'i~LDON ROODMAN 

• '·· 



VARGA BERGER LEDSKY & HAYES 
A~.("~ 

ATTORl\'EYS AT LAw 

YlA TELECOP1EE, 

Vivi.an R. Hes..<d 

D=mber 5, :i.997 

1..ig;.d Assistance Four.darion of ChiC2go 
:;.+;; South Dcuborn :;ueec 
Cjuc•go, nlinois 60607 

Dear Vivi3J1: 

J ONA!~HArl N, L:w>l;KY 
(3.l~) 3<11.l·tl'ti-tO 

: Yoo h11ve r•<11iesud that I ronfirm th•t oordi.sausions ~ng the Jo:ut M.>tion to 
l\ppmve Revised Notice and ScipulatioD, filed on Oci:ober 16, 19%, iil tbe 2bove-a,r.ti0Ded 
laws-Jit, wue non·od\'ersarial in natuJe. ! agree. As we stated 1n the Jninr. \.1otioD, (r~1g 
of the floor ori.d ceiling of the Fund. co~responds tc tbe umlc,l yiug fonnula ~mbo~.4 1n tbc 

· S&lemcu• .'\#=nc:nt betwccn Pl:un11Efu "1d W •- · • (Motton, o.: 2). J bel.i,,ve t)n< .<r.>tP.ment, 
•ppearing io. the Joint lvl<>tt<>n itself, illustraus that our discu~<ions were nor>-Aci versarial and 
dwt the Court, in ~ting the Joint Motion, confirms chit <onclusion. 
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