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Supplementary Information:  

I) Procedural Background 

On January 31, 2012, the Legal Services Corporation (LSC) published in the Federal 
Register at 77 FR 4749 a Notice of Proposed Rulemaking (NPRM) proposing changes 
to LSC’s enforcement mechanisms.  On August 7, 2012, LSC published in the Federal 
Register at 77 FR 46995 a Further Notice of Proposed Rulemaking (FNPRM) expanding 
on the NPRM.  LSC is now publishing final rules to conclude this rulemaking.   

LSC undertook this rulemaking to add three new enforcement options to the LSC 
regulations regarding grants for the provision of legal assistance:  

1) a new “limited reduction of funding” that enables LSC to respond quickly to 
instances of substantial violation of LSC requirements through funding 
reductions of less than five percent using more simple procedures than for 
terminations of five percent or greater;  
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2) suspensions for non-audit based compliance issues that could last for up to 
ninety days, an increase from thirty days in the previous rule; and  

3) special grant conditions regarding compliance issues that LSC could add 
immediately to a current grant.    

In the course of the rulemaking, LSC developed new administrative procedures to 
enhance the opportunities for informal resolution when LSC proposes to undertake a 
limited reduction of funding, a termination in whole or in part, or a debarment.  The rule 
already provided for informal resolution through an informal conference with 
opportunities for settlement or compromise.  The rule has enhanced the informal 
conference and added procedures to provide for resolution of the matter through prompt 
corrective action agreements, when appropriate.   

This rulemaking also clarifies existing regulations and makes conforming changes to the 
rules in order to accommodate the new process and procedures indicated.  All of the 
comments and related memos submitted to the LSC Board regarding this rulemaking 
are available in the open rulemaking section of LSC’s website at www.lsc.gov.   

http://www.lsc.gov/about/regulations-rules/open-rulemaking 

After the effective date of the rule, those materials will appear in the closed rulemaking 
section. 

http://www.lsc.gov/about/regulations-rules/closed-rulemaking 

II) General Authorities, Impetus for Rulemaking, and Existing Regulatory 
Compliance Mechanisms 

 The LSC Act provides general authority to the Corporation “to insure the 
compliance of recipients and their employees with the provisions of [the Act] and the 
rules, regulations, and guidelines promulgated pursuant to [the Act].”  42 U.S.C. 
 2996e(b)(1)(A).   LSC’s principal regulation discussing general enforcement authority 
and procedures is the Enforcement Procedures regulation at 45 CFR part 1618.  LSC 
uses a variety of enforcement tools, formal and informal, to ensure compliance. Among 
these are informal consultations and compliance training, on-site Case Service 
Report/Case Management System reviews, the imposition of Required Corrective 
Actions (RCAs), and the imposition of Special Grant Conditions (SGCs) at the beginning 
of a grant award period or at grant renewal.  Several enforcement tools involving 
suspending or reducing funding to a recipient to address significant non-compliance are 
provided in LSC-adopted regulations.  LSC has adopted grant termination procedures 
(45 CFR part 1606) that provide for the termination of funding in whole or part in cases 
of a recipient’s substantial noncompliance with LSC statutory or regulatory requirements 
and other policies, instructions, or grant terms and conditions.  LSC has also adopted 
suspension procedures (45 CFR part 1623) and disallowed-cost procedures (45 CFR 
part 1630).  Lastly, part 1606 provides authority for LSC to debar recipients from 
eligibility to receive future grants. 

 LSC amended the part 1606 termination procedures in 1998 and created a 
separate provision for reductions of funding of less than five percent, which are not 
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streamline its due process procedures in order to ensure that recipients 
are in full compliance with LSC grant requirements and restrictions.  

Id. at 64640.  LSC carefully balanced the concerns for ongoing client services and 
recipient rights with the clear direction from Congress to enhance accountability and 
oversight of recipients’ use of LSC funds.  The current rulemaking is designed to build 
upon, but not fundamentally alter, the rationale for the 1998 rulemaking. 

The changes in this final rule reflect LSC’s obligation to safeguard public funds 
appropriated by Congress for civil legal aid by ensuring compliance with LSC rules, 
restrictions, and requirements. These additions to the enforcement mechanisms are 
consistent with LSC’s understanding of Congress’s intent to strengthen LSC’s 
enforcement mechanisms, while carefully accounting for the importance of continued 
delivery of legal services and the rights of LSC recipients.   

III) Summary of Existing Compliance Tools Not Covered by the Regulations 

LSC uses a variety of non-regulation based tools to track and ensure compliance. 
Among these are informal consultations and compliance training, on-site Case Service 
Report/Case Management System reviews, the imposition of Required Corrective 
Actions (RCAs), and the imposition of Special Grant Conditions (SGCs) at the beginning 
of a grant year.  

LSC relies primarily on RCAs to remedy compliance problems. The LSC Office of 
Compliance and Enforcement (OCE) estimates that in approximately 90 percent of 
cases in which RCAs are imposed, recipients implement the RCAs on a timely and 
satisfactory basis. In approximately ten percent of the cases, however, a recipient fails 
to implement the required corrective actions in a timely or satisfactory manner. In some 
instances in which recipients have failed to implement RCAs in a timely or satisfactory 
manner, LSC has imposed SGCs. Although SGCs may be substantively identical to the 
measures contained in RCAs, SGCs elevate the matter by formally incorporating the 
conditions into the recipient’s grant documents and ensuring that the recipient’s Board 
Chair, who has to sign the SGCs, is aware of an ongoing problem.  In recent years, LSC 
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Limited Reduction s Termination Debarment 

Substantial violatio n 
§ 1606 .2 (k ) 

Substantial violatio n 
§ 1606 .2 (k )  

 Substantial violatio n 
§ 1623 .3 ( a) 
§ 1606 .2 (k ) 

 Substantial failu r e 
§ 1606 .3 ( a) (2 ) 

  

  Good cau se 
§ 1606 .4 (b ) 

 

   Promp t actio n is necessary 
§ 1623 .3 ( a) 

   Failu r e of an audit 
§ 1623 .3 (b ) 

Prelimin ary Determin atio n 
§ 1606 .6 ( a) 

Prelimin ary Determin atio n 
§ 1606 .6 ( a) 

Prelimin ary Determin atio n 
§ 1606 .6 ( a) 

Propo sed Determin atio n 
§ 1623 .4 (b ) 

Comp liance Agreement (if 
availab le and agreed to)  
§ 1606 .7 ( a) 

Comp liance Agreement (if 
availab le and agreed to) 
§ 1606 .7 ( a) 

Comp liance Agreement (if 
availab le and agreed to)  
§ 1606 .7 ( a) 

Pro mp t Correctiv e Action 
§ 1623 .2 (b ) 

Submission of Written 
Materials in Oppo sition to 
the Preliminary 
Determin atio n (if no 
comp liance agree ment) 
§ 1606 .7 (b ) 

Submission of Written 
Materials in Oppo sition to 
the Preliminary 
Determin atio n (if no 
comp liance agree ment) 
§ 1606 .7 (b ) 

Submission of Written 
Materials in Oppo sition to 
the Preliminary 
Determin atio n (if no 
comp liance agree ment)  
§ 1606 .7 (b ) 

Submission of Written 
Materials in Oppo sition to the 
Propo sed Determin atio n 
§ 1623 .4 (f ) 

Informal Conference  
§ 1606 .7 (b )–( e) 

Informal Conference  
§ 1606 .7 (b )–( e) 

Informal Conference  
§ 1606 .7 (b )–( e) 

Infor ma l Meeti n g 
§ 1623 .4 ( c) –( f) 

Draft Fin al Decisio n 
§ 1606 .7 (f ) 

Draft Fin al Decisio n 
§ 1606 .7 (f ) 

Draft Fin al Decisio n 
§ 1606 .7 (f ) 

Fin al determin atio n 
§ 1623 .4 (f ) 

 Hearin g 
§ 1606 .8 

Hearin g 
§ 1606 .8 

 

 Recommended Decision 
§ 1606 .9 

Recommended Decision 
§ 1606 .9 

 

Review by the LSC 
President  
§ 1606 .1 0 

Review by the LSC 
President 
§ 1606 .1 0 

Review by the LSC 
President 
§ 1606 .1 0 

Review by the LSC President 
(for a suspension lasting more 
than 30 days not based on an 
aud it failu re) 
§ 1623 .4 (h ) 

Final Decision 
§ 1606 .1 0( e) 

Final Decision 
§ 1606 .1 0( e) 

Final Decision 
§ 1606 .1 0( e) 

Suspension Appeal Decision 
§ 1623 .4 (h )(3 ) 
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