
469

Legal Services Corporation § 1627.3

be expected to be provided directly by
the recipient itself, such as auditing or
business machine purchase and/or
maintenance. A single entity could be
a subrecipient with respect to some ac-
tivities it conducts for a recipient
while not being a subrecipient with re-
spect to other activities it conducts for
a recipient.

(2) Subgrant shall mean any transfer
of Corporation funds from a recipient
which qualifies the organization re-
ceiving such funds as a subrecipient
under the definition set forth in para-
graph (b)(1) of this section.

(c) Membership fees or dues as used in
this part means payments to an organi-
zation on behalf of a program or indi-
vidual to be a member thereof, or to
acquire voting or participatory rights
therein.

[48 FR 54209, Nov. 30, 1983, as amended at 61
FR 45754, Aug. 29, 1996; 62 FR 19418, Apr. 21,
1997]

§ 1627.3 Requirements for all sub-
grants.

(a)(1) All subgrants must be sub-
mitted in writing to the Corporation
for prior, written approval. The sub-
mission shall include the terms and
conditions of the subgrant and the
amount of funds intended to be trans-
ferred.

(2) The Corporation shall have 45
days to approve, disapprove, or suggest
modifications to the subgrant. A
subgrant which is disapproved or to
which modifications are suggested may
be resubmitted for approval. Should
the Corporation fail to take action
within 45 days, the recipient shall no-
tify the Corporation of this failure and,
unless the Corporation responds within
7 days of the receipt of such notifica-
tion, the subgrant shall be deemed to
have been approved.

(3) Any subgrant not approved ac-
cording to the procedures of paragraph
(a)(2) of this section shall be subject to
audit disallowance and recovery of all
the funds expended pursuant thereto.

(4) Any subgrant which is a continu-
ation of a previous subgrant and which
expires before March 1, 1984 may be ex-
tended until March 1, 1984, if a new
subgrant agreement is submitted for
approval to the Corporation by Janu-
ary 15, 1984. In the event the Corpora-

tion refuses to allow the renewal of any
such submitted agreement, the recipi-
ent shall be permitted to allow the sub-
recipient 60 days’ funding to close out
the subgrant activities.

(b)(1) A subgrant may not be for a pe-
riod longer than one year, and all funds
remaining at the end of the grant pe-
riod shall be considered part of the re-
cipient’s fund balance.

(2) All subgrants shall contain a pro-
vision providing for their orderly ter-
mination in the event that the recipi-
ent’s funding is terminated or the re-
cipient is not refunded and for suspen-
sion of activities if the recipient’s
funding is suspended.

(3) A substantial change in the work
program of a subgrant or an increase or
decrease in funding of more than 10%
shall require Corporation approval pur-
suant to the provisions of section
1627.3(a). Minor changes of work pro-
gram or changes in funding of less than
10% shall not require prior Corporation
approval, but the Corporation shall be
informed in writing thereof.

(c) Recipients shall be responsible for
ensuring that subrecipients comply
with the financial and audit provisions
of the Corporation. The recipient is re-
sponsible for ensuring the proper ex-
penditure, accounting for, and audit of
delegated funds. Any funds delegated
by a recipient to a subrecipient shall be
subject to the audit and financial re-
quirements of the Audit and Account-
ing Guide for Recipients and Auditors.
The delegated funds may be separately
disclosed and accounted for, and re-
ported upon in the audited financial
statements of a recipient; or such funds
may be included in a separate audit re-
port of the subrecipient. The relation-
ship between the recipient and sub-
recipient will determine the proper
method of financial reporting in ac-
cordance with generally accepted ac-
counting principles. A subgrant agree-
ment may provide for alternative
means of assuring the propriety of sub-
recipient expenditures, especially in in-
stances where a large organization re-
ceives a small subgrant. If such an al-
ternate means is approved by the Audit
Division of the Corporation, the infor-
mation provided thereby shall satisfy
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the recipient’s annual audit require-
ment with regard to the subgrant
funds.

(d) The recipient shall be responsible
for repaying the Corporation for any
disallowed expenditures by a sub-
recipient, irrespective of whether the
recipient is able to recover such ex-
penditures from the subrecipient.

(e) To assure subrecipient compliance
with the Act, Congressional restric-
tions having the force of law, Corpora-
tion Regulations (45 CFR chapter XVI),
and Corporation Guidelines or Instruc-
tions, contracts between a recipient
and a subrecipient shall provide for the
same oversight rights for the Corpora-
tion with respect to subrecipients as
apply to recipients.

[48 FR 54209, Nov. 30, 1983, as amended at 49
FR 1703, Jan. 13, 1984]

§ 1627.4 Membership fees or dues.
(a) LSC funds may not be used to pay

membership fees or dues to any private
or nonprofit organization, whether on
behalf of a recipient or an individual.

(b) Paragraph (a) of this section does
not apply to the payment of member-
ship fees or dues mandated by a gov-
ernmental organization to engage in a
profession, or to the payment of mem-
bership fees or dues from non-LSC
funds.

[62 FR 19418, Apr. 21, 1997]

§ 1627.5 Contributions.
Any contributions or gifts of Cor-

poration funds to another organization
or to an individual are prohibited.

§ 1627.6 Transfers to other recipients.
(a) The requirements of § 1627.3 shall

apply to all subgrants by one recipient
to another recipient.

(b) The subrecipient shall audit any
funds subgranted to it in its annual
audit and supply a copy of this audit to
the recipient. The recipient shall ei-
ther submit the relevant part of this
audit with its next annual audit or, if
an audit has been recently submitted,
submit it as an addendum to that re-
cently submitted audit.

(c) In addition to the provisions of
§ 1627.3(d), the Corporation may hold
the subrecipient directly responsible
for any disallowed expenditures of

subgrant funds. Thus, the Corporation
may recover all of the disallowed costs
from either recipient or subrecipient or
may divide the recovery between the
two; the Corporation’s total recovery
may not exceed the amount of expendi-
tures disallowed.

(d) Funds received by a recipient
from other recipients in the form of
fees and dues shall be accounted for
and included in the annual audit of the
recipient receiving these funds as Cor-
poration funds.

§ 1627.7 Tax sheltered annuities, re-
tirement accounts and pensions.

No provision contained in this part
shall be construed to affect any pay-
ment by a recipient on behalf of its em-
ployees for the purpose of contributing
to or funding a tax sheltered annuity,
retirement account, or pension fund.

[62 FR 19418, Apr. 21, 1997]

§ 1627.8 Recipient policies, procedures
and recordkeeping.

Each recipient shall adopt written
policies and procedures to guide its
staff in complying with this part and
shall maintain records sufficient to
document the recipient’s compliance
with this part.

[62 FR 19418, Apr. 21, 1997]
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§ 1628.1 Purpose.
(a) This part is designed to ensure

the timely allocation of Legal Services
Corporation (LSC) funds for the effec-
tive and economical provision of high
quality legal assistance to eligible cli-
ents. To that end, recipients will be
permitted to maintain and re-program
from year to year fund balances of no
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