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PAI, such costs must be documented by
time sheets accounting for the time
those employees have spent on PAI ac-
tivities. The timekeeping requirement
does not apply to such employees as re-
ceptionists, secretaries, intake per-
sonnel or bookkeepers; however, per-
sonnel cost allocations for non-attor-
ney or non-paralegal staff should be
based on other reasonable operating
data which is clearly documented;

(ii) Payments to private attorneys
for support or direct client services
rendered. The recipient shall maintain
contracts on file which set forth pay-
ment systems, hourly rates, and max-
imum allowable fees. Bills and/or in-
voices from private attorneys shall be
submitted before payments are made.
Encumbrances shall not be included in
calculating whether a recipient has
met the requirement of this part;

(iii) Contractual payments to indi-
viduals or organizations that under-
take administrative, support, and/or di-
rect services to eligible clients on be-
half of the recipient consistent with
the provisions of this part. Contracts
concerning transfer of LSC funds for
PAI activities shall require that such
funds be accounted for by the recipient
in accordance with LSC guidelines, in-
cluding the requirements of the Audit
and Accounting Guide for Recipients
and Auditors and 45 CFR part 1627;

(iv) Other such actual costs as may
be incurred by the recipient in this re-
gard.

(2) Support and expenses relating to
the PAI effort must be reported sepa-
rately in the recipient’s year-end audit.
This shall be done by establishing a
separate fund or providing a separate
schedule in the financial statement to
account for the entire PAI allocation.
Recipients are not required to establish
separate bank accounts to segregate
funds allocated to PAI. Auditors are re-
quired to perform sufficient audit tests
to enable them to render an opinion on
the recipient’s compliance with the re-
quirements of this part.

(3) In private attorney models, attor-
neys may be reimbursed for actual
costs and expenses. Attorney’s fees
paid may not exceed 50% of the local
prevailing market rate for that type of
service.
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(4) All records pertaining to a recipi-
ent’s PAI requirements which do not
contain client confidences or secrets as
defined by applicable state law shall be
made available for inspection and re-
view by LSC auditors and monitors
during regular business hours.

§1614.4 Procedure.

(a) The recipient shall develop a plan
and budget to meet the requirements of
this part which shall be incorporated
as a part of the refunding application
or initial grant application. The budget
shall be modified as necessary to fulfill
this part. That plan shall take into
consideration:

(1) The legal needs of eligible clients
in the geographical area served by the
recipient and the relative importance
of those needs consistent with the pri-
orities established pursuant to section
1007(a)(2)(C) of the Legal Services Cor-
poration Act (42 U.S.C. 2996f(a)(2)(C))
and part 1620 of the Regulations (456
CFR part 1620) adopted pursuant there-
to;

(2) The delivery mechanisms poten-
tially available to provide the oppor-
tunity for private attorneys to meet
the established priority legal needs of
eligible clients in an economical and
effective manner; and

(3) The results of the consultation as
required below.

(b) The recipient shall consult with
significant segments of the client com-
munity, private attorneys, and bar as-
sociations, including minority and
women’s bar associations, in the recipi-
ent’s service area in the development
of its annual plan to provide for the in-
volvement of private attorneys in the
provision of legal assistance to eligible
clients and shall document that each
year its proposed annual plan has been
presented to all local bar associations
within the recipient’s service area and
shall summarize their response.

§1614.5 Prohibition of revolving litiga-
tion funds.

(a) A revolving litigation fund sys-
tem is a system under which a recipi-
ent systematically encourages the ac-
ceptance of fee-generating cases as de-
fined in §1609.2 of these regulations by
advancing funds to private attorneys
to enable them to pay costs, expenses,
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or attorneys fees for representing cli-
ents.

(b) No funds received from the Legal
Services Corporation shall be used to
establish or maintain revolving litiga-
tion fund systems.

(c) The prohibition in paragraph (b)
of this section does not prevent recipi-
ents from reimbursing or paying pri-
vate attorneys for costs and expenses,
provided:

(1) The private attorney is rep-
resenting an eligible client in a matter
in which representation of the eligible
client by the recipient would be al-
lowed under the Act and under the Cor-
poration’s Regulations; and

(2) The private attorney has expended
such funds in accordance with a sched-
ule previously approved by the recipi-
ent’s governing body or, prior to initi-
ating action in the matter, has re-
quested the recipient to advance the
funds.

(d) Nothing in this section shall pre-
vent a recipient from recovering from a
private attorney the amount advanced
for any costs, expenses, or fees from an
award to the attorney for representing
an eligible client.

§1614.6 Waivers.

(a) While it is the expectation and ex-
perience of the Corporation that most
basic field programs can effectively ex-
pend their PAI requirement, there are
some circumstances, temporary or per-
manent, under which the goal of eco-
nomical and effective use of Corpora-
tion funds will be furthered by a par-
tial, or in exceptional circumstances, a
complete waiver of the PAI require-
ment.

(b) A complete waiver shall be grant-
ed by the Office of Field Services (OFS)
when the recipient shows to the satis-
faction of OFS that:

(1) Because of the unavailability of
qualified private attorneys, an attempt
to carry out a PAI program would be
futile; or

(2) All qualified private attorneys in
the program’s service area either
refuse to participate or have conflicts
generated by their practice which
render their participation inappro-
priate.

§1614.6

(c) A partial waiver shall be granted
by OFS when the recipient shows to
the satisfaction of OFS that:

(1) The population of qualified pri-
vate attorneys available to participate
in the program is too small to use the
full PAI allocation economically and
effectively; or

(2) Despite the recipient’s best efforts
too few qualified private attorneys are
willing to participate in the program
to use the full PAT allocation economi-
cally and effectively; or

(3) Despite a recipient’s best ef-
forts,—including, but not limited to ,
communicating its problems expending
the required amount to OFS and re-
questing and availing itself of assist-
ance and/or advice from OFS regarding
the problem—expenditures already
made during a program year are insuf-
ficient to meet the PAI requirement,
and there is insufficient time to make
economical and efficient expenditures
during the remainder of a program
year, but in this instance, unless the
shortfall resulted from unforeseen and
unusual circumstances, the recipient
shall accompany the waiver request
with a plan to avoid such a shortfall in
the future; or

(4) The recipient uses a fee-for-serv-
ice program whose current encum-
brances and projected expenditures for
the current fiscal year would meet the
requirement, but its actual current ex-
penditures do not meet the require-
ment, and could not be increased to do
so economically and effectively in the
remainder of the program year, or
could not be increased to do so in a fis-
cally responsible manner in view of
outstanding encumbrances; or

(5) The recipient uses a fee-for-serv-
ice program and its PAI expenditures
in the prior year exceeded the twelve
and one-half percent (12%2%) require-
ment but, because of variances in the
timing of work performed by the pri-
vate attorneys and the consequent bill-
ing for that work, its PAI expenditures
for the current year fail to meet the
twelve and one-half percent (12%2%) re-
quirement; or

(6) If, in the reasonable judgment of
the recipient’s governing body, it
would not be economical and efficient
for the recipient to expend its full
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