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 LEGAL SERVICES CORPORATION 
 OFFICE OF INSPECTOR GENERAL 
 COMPLIANCE WITH SELECTED REGULATIONS 
 PERFORMANCE AUDIT 
 PROJECT NO. 96-063 
 
 
GRANTEE:  Legal Aid Society of Middle Tennessee (643040) 

Nashville, Tennessee 
 
INTRODUCTION 
 

In Public Law 104-134 1, 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. 
 
 
                                                 

1 110 Stat. 1321 (1996) 
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OBJECTIVES 
 

The specific objectives of the performance audit were to determine whether LASMT had: 
 
 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; 
 
 continued representation after April 26, 1996 with respect to the prohibited and/or 

restricted case services in violation of the law; and 
 
 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: 
 
 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; 

 
 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; 

 
 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 AND RECOMMENDATIONS 
 

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

 
 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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 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 I and II, respectively.  As deemed relevant, LASMT’s comments have 
been incorporated above. 



[JP..(lALAID S<x:lli'IT OF Mtoorn TRNNESSEE 
21 I Union SLrect. Suite 800 
N8'hvillc. Tc1u1es~ 37201 

(615) 244·6610 Fax (61 5) 244-6186 

Mr. Albert 11, Puglia 
Actin11 Assislrult ln•pootor Gentrol 

for Program ln1egrity 
Offu;c oftbe h~ G<nerol 
Legal Services Corporation 
750 l'il'SI Slroot. N.E., 1 rt" Flour 
WasbinglQ<\, l'>C 20002-4250 

Maruh 7, 1997 

hy mai I and 
by fox to 202-336·8955 

Re: Audit Project 96-063, P..-fomianc:e Audit af 
Lel!"I Aid Sodoty or ~iddle Tenn•- 643040 

Thank you fi>r sending '"c a OOPf of the draft audi1 rei><ut daled l'ebrowy 27, I 9Y7. 
oovain& the performance audit af our organiz.iion th:ll lhc Office of l"'pct."for General 
conducle<.I December 2 - 3, 1996. 

Y 0111' lctt« a..J<ed m~ to respond IO each finding. 

I "II""' with the "Findinss and Rccorrunendotion" on Jl'l8C 2 Md the "Compliance" nn 
page 3. 

Under "MunHgcment Control:1.,,., on page J th~rc is a "l'indittB!' I" whjch \"hilc aocurate 
omits two e..t;,,'ien'ial tacts. 

I. "'Findings I" fails to m<:rlliou th.al LASMT ~on July 31. 1'196, filed 
Notices of Subsaiwtion of C.Ounsel in both of the l"'"' class action ~cs In question. For the sak~ 
of accuracy, you sbc>Uld add in "findinii• 1" !hot our """mer> filed tfiose noliocs in both """c• 
on July 31, 19%, with mpic:; to defen®nls' oo<msel, thinking thal filins wus sufficienl. 

Al> filr a.• me del'md;.ml• ond 1he attorney:< were concerned, 1.ASMT attorneys were out 
of the case "1\cr July 3 1, 1996. UDlmowingly, h<>WCVtt, we had not complied wilh a lorol nile 

hf'll"' •'>I~ .......... 
)1 ....... 1,, w • ..u ... i,.Sr. l',.,._ ::it ll""1cJ. ~""'~"' 

, ._.._ filaoodA. th;«I\ ""':f" I 1115-p 

• .,,. .i It c...,....., j._ "'""•USM ~ N. l'~U: Vw,..,..., ,...,.., "-I~- "-S..., 
..._ .. ..._. OJ;. .PWil JJI- ...,.s.9Jt 
~ ~,-... -...wl. SloW 
~·-~lrl Jwlru\.1"M y~....,~ 
nn- "''"",..1: ~- o.n:..K. 'il'"'"* 

.'ju.ff ......... rl~ 
Aol~~.)I. ~;:.':.~'; 
.,.,~.,.c-... a,._.._c..i._, 
)l .. ~c-. 
n,.;., Ji._ liJi.y:s 

"""''"'i.""""' t.- .. -~lcb~· 

*"'"""(low~ 
\)l"N .. ~ 



Mr. Alboct B. Pugli" 
Office of the Inspector G•'ll«nl 
Legal S•Tvice• Corpcnation 
M>itcl\ 1, 1997 
.l'nge 2 

wttidJ required .U UIS@ rather than D 1\0liq. f t"I 0 c:ccrubef', whco the 0f(j n!pt'e:scntarivc 0 .'iknJ 

for an "ordcr,'' lhi~ fallun: cmnc to light and Wll3 corrected immcdio1e,y. 

2. The nrders erm.-n:d in bom ca= by the Court on IJc-cemher 20, 1996, specifi<ally 
provided th!U 1he withdrawal ond subsliwtion were ell<:c:tivcJuly 31, 19%. 

I think Wlhe9C f"""' ore added to "l'indinl)$ I," the drul\ repon will be complete and m<•rc 
occurale. 

'fh"11k you fur y0ur coopcratiUJ1. 

A·1w:pr 



Lg{;_.u, AID soc~JB'TY C)F !\-1 u )] )] .I<.: ·r~:J':NESSEE 
211 Uuiuu Street, Suile 800 
N"-'hvilk, T<:nn<:sst'.<: '.17201 

(615) 244-6610 Pax {615) 244-6186 

Alexi~ M. Sto\v~ 
Assi•"'nl ln>1'ClClor Gomora! for Audit 
Office of the Inspector General 
Legal Services Corporation 
750 First Su:cct, N.E., 10'' Floor 
W!1Sbi11gluo. IlC 20002-4250 

July 2.5, 1997 

Re: Audit Projert 96-063, Penorm•ml< Au~it ~• 
1~11\ld Soctccy of Middle Tc.,., .. s~. R..,lplent No. 6430411 

Dear Alexis Slowe: 

Thank you l(\r ~rw1ing me the ~nd dr.alt nf rhe audit rejlOft covering the audit your office 
~l)r'l(lu(ted or OtJl'-OrgAni1.atiQ1l io December 1 ')W,. You a~ked that 1 review the report :ind provide 
wrlrten response or coniments to you no later than August I, 1997. 

1 have LYt·o cummmls. 

The Ji"'I cummrol """"""'" lho sco:<>nd <entence in the MANAGJ:iM.CNT RESPONSE 
section of the .second drafl on P"gc 4. I'h«t scnl"""o now reads, "(,A$MT aloo added that the 
JllOliOOS lbat were r.Jed in llecemher 1\196 were retroactive lo July 31, 1996." This U; nol what we 
said. \\'hal WC ••id w.,., "Tiu; orom "1\ered in both cases by the Cotut on December 20, 1996, 
!>peciflcally pn1vidcd t'haL tl1e , ... ~tlKlra"·al a.ld substitution were cffcciivc J\~ly 31. 1996." 

'fhis is ~n jwupoJ"ttlnL di~tinclion. The impulta.nl thing i~ oot wl•at our niotions said but what 
Che court·~ order said. ·rhe court order said it was cffccti~ July 31. 1996, n<11 rclnlMl:live (<\July J 1, 
19%. l believe ~·ou s.bould UK the court's f~uguagc 1hal I ui-;ed in my Jetter of March 7, 1997, as 
qooted obove. 

"!"he second oonmlCllt has lo do willt lhrcc >"<t11"'1C"" in the la<t p.atagrai>h of the l'INUJNGS 
AND RECOMMENDATTOl\-S ~~l.it•n. Thix l~ langu.age that \V3S in the first draft audit report. 
wlUcl1 you sent co me, :uld 1.am crubmasscd that 1 did not notice tho V"-•hl<."m aru• cull it,,, yt1ur 

Kllcntinn in my lclkr tlfMurch 7, I 9'fl. 
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Lcgol S•-rviccs Corpontlion 
Assi:-;lMnt Jn:o.J1dC1t,r General filr Autlit 
July 25, 1997 
rage 2 

The three sentences llLSI begin wilh, '"The cases were handled by more th.1D one program 
attorney ... _.and eud \vith" ... LASM'I' concluded that the r.Jlns,s were uoneec:!>~,, ll::*!v~ u 
misrakmimprcssio1L Who was handling the cases had nothing to do with our failure to complywid1 
§ .S02(a) of the local court rules. We simply thought that filing a notice was enough. Although in 
one c;,sc one of the former LASMI' la~·en;; transferred to Tennessee Jus.tice Ceitter and coJ1ti11ued 
reprisentalitu1, in 1&1101.hc:r cwce 1.Jud "\'M.~ nut sa. T W<luld rcmtlvr; ...Jl lhrcc st."nlcnccs lo givo a moro 
:iccuratc picture of the situation. 

T h>lvo ldu.ch.U lo Lhis leil<.T • oopy of P.'llC 4 of lb<: ocx:ond draft showin& chc chongc. l 
~ugse$;l. 

Trumk )'OU ~gain fOT allowing me to rcvicv.; lhc ccp011.. Ihmk )'·ou also for the courtesy of 
your staff duriog Lhc on-site portion aitd tl1c report dcirclopmcnt of tl•c audit. 

ATW:pr 

Ashley T. iltshirc, Jr. 
Hxecuti'-e l>irector 



2nd. DRAFT 

a I ktlne matrer was broul(lu tv I he ""ecu Ii ve director's •ll<"lion by ll>< U IC. LA S~IT filed noli<:CS 
of substitt1lc oouosel C\ll July 3 l , 1996 ¥ritb cupi~ cu dele.1d.lnt1.' ooi.mscl, but !his 1h'as t.Ol $tl fficient 
•• ooonply with Section 502(•) 1ir rho local court mies. 

'l'herc \\•as no ~vitfence that LASMT v,·~s involved in litigatiDK lhc~c c~ s,uhs:equent to 
.111ly ) 1, 1996. The c.:~ \\'ere transfooW 1.(1 .. T'tl)n-1 .. ';(: funded cmity, lhc TCTIT~S~ Ju1tice l'cntcr 
(TJC). i:1>&....,...,.·et<ffi••~t..J.~1••-lhei>-eRe~""''"Y p<i .. 1<>1bO"t9%1"'~•;1,~;ons: 
(Moef1fte.feom~l-,ll-$M'f._,..,....,,,.,.K~Y'""'" ll>'fl'l?~0'<.'011,;n=f"(lre.e~t3timrnn 
l~ttmitl<Xt""..,.. f!oeouseaoto o~.~~ltcp~!ln:'C!;ft1"'1fid'JJOI cltang11, 

--~MHiwc!""""~--~ 111c oourt gncn1<:<1 the n..,Uoni: for substitulo 
CO«m<cloo~2Q, 1~. 

IU~C:OMMENDATION 

MA:-IA( iliMliNT RESPONSP. 

l .ASMT clarified that oolicc:S ol' •uh"1.itutc counsel wen: Jil<1l on .luly 31, 1996, which were 
U..ullici<o>t ti) comply wilh tho luc•l mle.• requiring die filing of mutiou•. 1.ASMT also added tbt 
tb;1:auticms dmt ;;ae-friedirr6eccwb= f~ttr1tlly1't:1"'"6. ..-'the Ord~·~: 
.itnt.4!~ ln bot!: cu.-~.: .. t.-,· t..bl: Cou=\. Qu l:ec"?Cbc= ;:- , 1996 , t.i:ecei::allJ' p n>Yi d e d 
t:.~ . that. L·Jt.J v1 thdl"nv,.: a.X ~~s:;ittr:io:"J W\.•n.· ~=re1}t.iTC .. luly ~t, 
Viv COMMF~'ll' 199<). w 

Nouc. 

CJ 1.1\SMf csl<!blil;btd policies and proccdurus"" required hy the n:spoclive regutai;on• and 
oomn"1uoicated those poJiciew amt 1u·ocedures to its .sta•1: 

GRANTEE MAl'IAGEMRNT C.:OMMENTS 
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