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eligible for return to GSA for credit and 
provides revised policy on the granting of 
credit for material returned to GSA with 
packing or packaging deficiencies.

2. Effective date. This regulation is effec
tive upon publication in the Federal Regis
ter.

3. Expiratioji date. This regulation expires 
December 31, 1978, unless revised or super
seded sooner.

4. Background, a. The costs incurred in re
turning items to GSA and placing them in 
stock have increased significantly in the 
past several years. When the line item 
dollar value of items returned is relatively 
low, these costs frequently exceed the value 
of the items returned. This results in a net 
loss to the Government. To reduce these 
losses, it is necessary to eliminate the return 
of items when it is uneconomical for them  
to be returned to stock. This can be accom
plished by revising FPMR 101-27.502(a) to 
increase the minimum line item dollar 
values required for items to be eligible for 
return to GSA for credit.

b. When material is returned to GSA for 
credit with packing or packaging deficien
cies which were not the fault of GSA, GSA 
frequently must repack or repackage the 
material before it can be reissued. The costs 
associated with repacking or repackaging 
material can be considerable. These costs 
are presently absorbed by GSA although it 
is appropriate that they be borne by the 
agency returning the material. Accordingly, 
a decision has been made to revise FPMR 
101-27.503-2 to include a provision that will 
allow a reduction in the credit granted for 
material returned to GSA with significant 
packing or packaging deficierifcies. A sam
pling of the cost involved in correcting these 
deficiencies indicates that a 60 percent 
credit would be sufficient for GSA to recov
er the costs.

5. Criteria for return of stock items to GSA 
for credit. When an agency determines that 
it has no current or future requirements for 
GSA stock items in that agency’s possession, 
the items may be eligible for return to GSA 
for credit if the dollar value per line item 
(based on the current GSA selling price) is 
at least:

a. $50 for hand tools, FSG 51, and measur
ing tools, FSG 52;

b. $300 for:
(1) Household furniture, FSC 7105; office 

furniture, FSC 7110; cabinets, lockers, bins, 
and shelving, FSC 7125; and miscellaneous 
furniture and fixtures, FSC 7195;

(2) Cleaning and polishing compounds and 
preparations, FSC 7930; and

(3) Paints, dopes, varnishes, and related 
products, FSC 8010; preservatives and seal
ing compounds, FSC 8030; and adhesives, 
FSC 8040; and

c. $100 for items in all other Federal 
supply groups and classes except for stand
ard forms, FSC 7540; and boxes, cartons, 
and crates, FSC 8115, which are not return
able and shall be considered excess and pro
cessed in accordance with part 101-43.

6. Credit for stock items returned with de
ficiencies. a. After acceptance by GSA of 
items with deficiencies which were not the 
fault of GSA, credit will be granted for the 
items at a percentage of the current GSA 
selling price in accordance with the follow
ing:

(1) Sixty percent for items which involve 
limited expenses or effort to restore to ser
viceable condition (specifically, a deficiency 
in packing or packaging which restricts the

issue or requires repacking or repackaging) 
(condition code E);

(2) Thirty percent when it is economically 
feasible to repair, overhaul, or recondition 
the items for return to issuable condition 
(condition code F); or

(3) Thirty percent when these items re
quire additional parts or components to 
complete the end item prior to issue (condi
tion code G).

b. No credit will be given for material re
turned to GSA which does not meet the 
above criteria or which was returned to 
GSA without prior approval.

7. Agency comments. Comments concern
ing the effect or impact of this regulation 
on agency operations or programs should be 
submitted to the General Services Adminis
tration (FAF), Washington, D.C. 20406, no 
later than August 31,1978, for consideration 
and possible incorporation into a permanent 
regulation.

8. Effect on other directives. This regula
tion supersedes FPMR 101-27.502(a) and 
101-27.503-2.

R obert T . G r iff in , 
Acting Administrator of 

General Services.
J uly  14, 1978.

[FR Doc. 78-20933 Filed 7-27-78; 8:45 am]

[6820-35]
Title 45— Public Welfare

CHAPTER XVI— LEGAL SERVICES 
CORPORATION

PART 1606— PROCEDURES GOVERN
ING TERMINATION OF FINANCIAL 
ASSISTANCE AND DENIAL OF RE
FUNDING

AGENCY: Legal Services Corporation. 
ACTION: Final regulation.
SUMMARY: The Legal Services Cor
poration issues a final regulation es
tablishing procedures to insure a fair 
hearing before any application for re
funding will be denied or financial as
sistance terminated. This regulation is 
required by the Legal Services Corpo
ration Act, as amended.
EFFECTIVE DATE: August 28, 1978.
ADDRESS: Legal Services Corpora
tion, 733 15th Street NW., Suite 700, 
Washington, D.C. 20005.
FOR FURTHER INFORMATION 
CONTACT:

Stephen S. Walters, 202-376-5113
SUPPLEMENTARY INFORMATION: 
Section 1011 of the Legal Services Cor
poration Act, 42 U.S.C. 2996j, requires 
the Corporation to establish proce
dures to insure that no application for 
refunding will be denied and financial 
assistance will not be terminated 
unless the recipient has been afforded 
an opportunity for a fair hearing. A 
temporary regulation, published on

April 30, 1976 (41 FR 18081), is now in 
effect. A proposed final regulation was 
published for comment on January 26, 
1977 (42 FR 4864), and a revised ver
sion was published for comment on 
January 3, 1978 (43 FR 16), following 
final amendment of the Legal Services 
Corporation Act. Full consideration of 
written comments,and extended dis
cussion with interested persons, pre
ceded the decision made by the Board 
of Directors of the Corporation on 
July 6, 1978 to adopt the following 
regulation.

There is little functional difference 
between a decision to deny refunding 
and a decision to terminate a recipi
ent’s grant or contract. Both are seri
ous actions to be taken only as neces
sary to achieve the purpose of the Act. 
In the vast majority of cases, the Cor
poration will seek to ensure that serv
ice will continue to the community af
fected without regard -to whether fi
nancial assistance has been terminated 
or refunding denied. The single differ
ence between the two types of action 
is the equitable consideration that, 
having made a grant or contract to a 
particular recipient, the Corporation 
should not be permitted to terminate 
on the basis of a rule, regulation, 
guideline, or instruction that did not 
exist at the time financial assistance 
was extended. That principle is re
flected in section 1606.4 of the regula
tion.

Section 1606.3, enumerating the 
grounds for denial of refunding, has 
been revised to provide more specifici
ty than existed in previous drafts. The 
final version is designed to provide a 
satisfactory balance between the need 
for fairness to recipients and the need 
to protect the Corporation’s ability to 
meet its statutory responsiblities and 
to respond to anticipated contingen
cies.

Section 1606.11, dealing with burden 
of proof, has been revised. The final 
version assigns to the corporation the 
burden of proving any disputed fact 
relied upon as a basis for denying re
funding. In addition, the “substantial 
basis” language in section 1606.11(b) 
indicates that, even if the Corporation 
proves its case, refunding should not 
be denied for an insubstantial or triv
ial reason. Consistent with that mean
ing of section 1606.11(b), section 
1616.13 gives the presiding officer au
thority to recommend continuation of 
funding if the grounds for denying it— 
though proven—are unreasonable, in
substantial, or trivial. The same discre
tion is conferred on the President of 
the Corporation by section 1606.14.

Accordingly, 45 CFR Part 1606 is re
vised to read as follows:
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PART 1606— PROCEDURES GOVERN
ING TERMINATION OF FINANCIAL 
ASSISTANCE AND DENIAL OF RE
FUNDING

Sec.
1606.1 Purpose.
1606.2 Definitions.
1606.3 Grounds for Denial of Refunding.
1606.4 Grounds for Termination.
1606.5 Preliminary Determination.
16.06.6 Informal Conference.
1606.7 Initiation of Proceedings.
1606.8 Presiding Officer.
1606.9 Pre-hearing Conference.
1606.10 Conduct of Hearing.
1606.11 Obligations of the Corporation.
1606.12 Briefs and Argument.
1606.13 Recommended Decisions.
1606.14 Final Decision.
1606.15 Time Extension and Waiver.
1606.16 Right to Counsel.
1606.17 Reimbursement.
1606.18 Interim Funding.
1606.19 Termination Funding.
1606.20 Notice.

Authority: Sec. 1006(b)(1) and (3), 
1007(a)(1), 1007(a)(3), 1007(a)(9), 10Q7(dV 
1008(e), 1011 (42 U.S.C. 2996e(b)(l) and (3), 
2996f(a)(l), 2996f(a)(3), 2996f(a)(9),
2996f(d), 2996g(e), 2996j).

§ 1606.1 Purpose.
By affording a recipient the oppor

tunity for a timely, full, and fair hear
ing that will promote informed delib
eration by the Corporation when 
there is reason to believe a grant or 
contract should be terminated or re
funding denied, this part seeks to 
avoid unnecessary disruption in the 
delivery of legal assistance to eligible 
clients.
§ 1606.2 Definitions.

(a) “Termination” means a decision 
that financial assistance to a recipient 
will be permanently terminated in 
whole or in part prior to expiration of 
the recipient’s current grant or con
tract.

(b) “Denial of refunding” means a 
decision that, after expiration of its 
current gran ,̂ or contract, a recipient:

(1) Will not be provided with finan
cial assistance; or

.(2) Will have its annual level of fi
nancial support reduced to an extent 
that is not required either by a change 
of law or by a reduction in the Corpo
ration’s appropriation that is appor
tioned among all recipients of the 
same class in proportion to their cur
rent level of funding, and is either 
more than 10 percent or more than 
$20,000 below the recipient’s annual 
level of financial assistance under its 
current grant or contract; or

(3) Will be provided with financial 
assistance subject to a new condition 
or restriction that is not generally ap
plicable to all recipients of the same 
class, and that would significantly 
reduce the ability of a recipient to 
maintain the quality and quantity of
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its current legal assistance to eligible 
clients.

(c) “Director of a recipient” means 
the person who has overall day-to-day 
responsibility for management of op
erations by the recipient.

(d) “Presiding Officer” means the 
person appointed by the President to 
recommend a decision that a grant or 
contract should be continued or termi
nated, or that refunding should be 
granted or denied.
§ 1606.3 Grounds for denial or refunding.

Refunding may be denied when (a) 
Denial is required by, or will imple
ment, a provision of law, a Corpora
tion rule, regulation, guideline, or in
struction that is generally applicable 
to all recipients of the same class, or a 
funding policy, standard,' or criterion 
approved by the Board; or

(b) There has been substantial fail
ure by a recipient to comply with a 
provision of law, or a rule, regulation, 
or guideline issued by the Corporation, 
or a term or condition of a current or 
prior grant from or contract with the 
Corporation. In the absence of unusu
al circumstances, refunding shall not 
be denied for this cause unless the 
Corporation has given the recipient 
notice of such failure and an opportu
nity to take effective corrective action; 
or

(c) There had been substantial fail
ure by a recipient to use its resources 
to provide economical and effective 
legal assistance of high quality as 
measured by generally accepted pro
fessional standards, the provisions of 
the act, or a rule, regulation or guide
line issued by the Corporation. In the 
absence of unusual circumstances, re
funding shall not be denied for this 
cause unless the Corporation has 
given the recipient notice of such fail
ure and an opportunity to take effec
tive corrective action.
§ 1606.4 Grounds for termination.

A grant or contract may be termi
nated on any of the grounds and 
under the circumstances stated in 
§ 1606.3, except that termination shall 
not be based on a Corporation rule, 
regulation, guideline, or instruction 
that was not in effect when the cur
rent grant was made or when the cur
rent contract was entered into.
§ 1606.5 Preliminary determination.

(a) When there is reason to believe 
that a grant or contract should be ter
minated or that refunding should be 
denied, the Corporation shall serve a 
written preliminary determination 
upon the receipient, which shall state 
the grounds for the proposed action, 
and shall identify, with reasonable 
specificity, any facts or documents 
relied upon as justification for that 
action.

(b) The preliminary determination 
shall advise the recipient that it may, 
within 10 days of receipt of the pre
liminary determination, make written 
request for

(1 ) a hearing under this part, or
(2) an informal conference under 

§ 1606.6 of this part, with a subsequent 
right as there provided to request a 
hearing.

(c) The preliminary determination 
shall also advise the recipient of its 
right to receive interim, and to request 
termination, funding, under § 1606.18 
or § 1606.19 of this part.

(d) If the recipient advises the Cor
poration that it will not request 
review, or if it fails to request review 
within the time prescribed in 
§ 1606.5(b) or § 1606.6, the preliminary 
determination shall become final.
§ 1606.6 Informal conference.

On timely request by the recipient, 
the Corporation employee who made 
the preliminary determination shall 
promptly conduct an informal confer
ence with the recipient at a time and 
place designated by the employee. The 
parties thereto shall exchange views, 
seek to narrow the issues, and explore 
the possibilities of settlement or com
promise. At the conclusion of the con
ference, which may be adjoiimed for 
deliberation or consultation, the Cor
poration ehiployee may, in writing, 
modify, withdraw, or affirm the pre
liminary determination. The recipient 
may, within 5 days thereafter, make 
written request for a hearing under 
§ 1606.9 through § 1606.15 of this part.
§ 1606.7 Initiation of proceedings.

Within 10 days after receipt of a re
quest for a hearing made under 
§ 1606.5(b) or § 1606.6, the Corporation 
shall notify a recipient in writing of

(a) The namie of the presiding offi
cer, and of the attorney who will rep
resent the Corporation;

(b) The date, time and place sched
uled for a prehearing conference, if 
any should be requested or ordered; 
and

(c) The date, time and place sched
uled for the hearing.
§ 1606.8 Presiding officer.

(a) The presiding officer shall be ap
pointed by the President, and shall be 
a person who is familiar with legal ser
vices and supportive of the purposes of 
the Act, who is independent, and who 
is not an employee of the Corporation.

(b) Within 5 days of receipt of the 
notice required under § 1606.7, the re
cipient shall notify the Corporation if 
it objects to the presiding officer on 
the grounds that the person does not 
satisfy the criteria stated in 
§ 1606.8(a), or is personally biased. The 
notice shall state the specific facts and 
documents that the recipient contends
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support its objection, and, if a pre- 
hearing conference has not been 
scheduled, shall request a pre-hearing 
conference for the purpose of present
ing the objection. At the pre-hearing 
conference, the recipient and the Cor
poration may question the presiding 
officer for a reasonable period of time 
on matters relevant to the recipient’s 
objection.

(c) The recipient shall, within 5 days 
following the pre-hearing conference, 
notify the Corporation of any further 
facts that it contends support its ob
jections. The President shall, within 
10 days following the pre-hearing con
ference, either sustain the objection 
and appoint a new hearing officer or 
overrule the objection.

(d) No objection to the appointment 
of a presiding officer may be made 
unless presented in the manner speci
fied by this section.
§ 1606.9 Pre-hearing conference.

(a) A pre-hearing conference may be 
ordered by the presiding officer, and 
shall be ordered if requested by either 
the recipient or the Corporation. The 
matters to be considered at the confer
ence shall include:

(1) Proposals to define and narrow 
the issues;

(2) Efforts to stipulate the facts, in 
whole or in part;

(3) The probable .number, identity, 
and order of presentation of exhibits 
and witnesses;

(4) On the agreement of the parties, 
the possibility of presenting the case 
on written submission or oral argu
ment;

(5) The desirability of advance sub
mission of some or all of the direct tes
timony in writing;

(6) Any necessary variation in the 
date, time and place of the hearing;

(7) Discussion of settlement; and
(8) Such other matters as may be ap

propriate.
(b) In advance of the pre-hearing 

conference, the presiding officer may 
require a party to submit a written 
statement discussing any matter de
scribed in subparagraph (a). After the 
pre-hearing conference, the presiding 
officer may establish the procedures, 
consistent with this part, to be fol
lowed at the hearing.

(c) The presiding officer may, at the 
pre-hearing conference or at any sub
sequent appropriate time prior to com
pletion of the hearing, require the 
Corporation or the recipient, on suffi
cient notice, to produce a relevant doc
ument in its possession, to make a 
report not unduly burdensome to pre
pare, or^tp produce a person in its 
employ to testify, if any might offer a 
relevant and substantial addition to 
the accuracy or completeness of the 
record. With the consent of the presid-
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ing officer, a party may make a writ
ten submission before the hearing.
§ 1606.10 Conduct of hearing.

(a) The hearing shall be scheduled 
to commence at the earliest appropri
ate date, ordinarily not later than 45 
days after the notice required by 
§ 1606.7, and, whenever practical, shall 
be held at a place convenient to the re
cipient and the community it serves. A 
hearing affecting more than one com
munity or recipient shall be held in a 
single centrally located place unless 
the presiding officer determines that 
an additional hearing place is re
quired.

(b) The presiding officer shall pre
side, conduct a full and fair hearing, 
avoid delay, maintain order, and 
insure that a record sufficient for full 
disclosure of the facts and issues is 
made. The hearing shall be open to 
the public unless, for good cause and 
in the interests of justice, the presid
ing officer shall determine otherwise.

(c) The presiding officer may allow 
any interested person or organization 
to participate in the hearing if such 
participation will not broaden the 
issues unduly or cause delay, and will 
aid in proper determination of the 
issues.

(1 )  A person or organization wishing 
to participate in a hearing shall re
quest permission from the presiding 
officer, stating the reason for the re
quest, and the nature of the evidence 
or argument to be offered; and shall 
notify the Corporation and the recipi
ent of its request.

(2) The presiding officer shall notify 
the Corporation, the recipient, and 
the person or organization requesting 
participation whether the request has 
been granted, and in case of denial 
shall include a brief statement of the 
reasons therefor.

(3) The presiding officer may limit 
the scope or form of participation au
thorized under this paragraph.

(d) The Corporation and the recipi
ent each may present its case by oral 
or documentary evidence, conduct ex
amination and cross-examination of 
witnesses, examine any document sub
mitted by another party, and submit 
rebuttal evidence.

(e) If a party fails, without good 
cause, to produce a person or docu
ment required under § 1606.9(c), the 
presiding officer may make an adverse 
finding on the fact or issue with re
spect to which production was re
quired.

(f) Technical rules of evidence shall 
not apply. The presiding officer shall 
make any procedural or evidentiary 
ruling that may help to insure full dis
closure of the facts, to maintain order, 
or to avoid delay. Irrelevant, immateri
al, repetitious or unduly prejudicial 
matter may be excluded.
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(g) Official notice may be taken of 
published policies, rules, regulations, 
guidelines, and instructions of the 
Corporation, of any matter of which 
judicial notice may be taken in a Fed
eral court, or of any other matter 
whose existence, authenticity, or accu
racy is not open to serious question.

(h) A stenographic or electronic 
sound record, or a summary of the 
hearing shall be made in a manner de
termined by the presiding officer, and 
a copy shall be made available to a 
party upon payment of its cost.
§ 1606.11 Burden of proof.

At a hearing under §1606.10:
(a) The Corporation shall have the 

obligation of proving, by a preponder
ance of the evidence, the existence of 
any disputed fact relied upon as justi
fication for termination or denial of 
refunding; and

(b) On all other issues, the Corpora
tion shall have the obligation of estab
lishing a substantial basis for termi
nating the grant or contract or deny
ing refunding.
§ 1606.12 Briefs and argument.

(a) Within 10 days after the close of 
the hearing, each party may, and, 
upon request of the presiding officer, 
shall, submit to the presiding officer, 
with service upon all other parties, 
proposed findings of fact and argu
ment on matters of law or policy.

(b) The presiding officer may direct 
or permit oral argument at the close 
of the hearing or after submission of 
briefs.
§ 1606.13 Recommended decision.

(a) As soon as practicable after the 
hearing, and normally within 20 days 
after its conclusion, the presiding offi
cer shall issue a written recommended 
decision.

(1) Continuing the recipient’s cur
rent grant or contract, or granting re
funding subject to any modification or 
condition that may be deemed neces
sary on the basis of information ad
duced at the hearing; or

(2) Terminating financial assistance 
to the recipient as of a particular date, 
or denying refunding.

(b) The recommended decision shall 
contain findings of the significant and 
relevant facts and shall state the rea
sons for the decision. Findings of fact 
shall be based solely on the evidence 
adduced at the hearing or on matters 
of which official notice was taken.
§ 1606.14 Final decision.

(a) If neither the Corporation nor 
the recipient requests review by the 
President, a recommended decision 
shall become final 10 days after re
ceipt by a recipient.

(b) The recipient or the Corporation 
may seek review by the President of a
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recommended decision. A request shall 
be made in writing within 10 days 
after receipt by the party of the rec
ommended decision, and shall state in 
detail the reasons for seeking review.

(c) As soon as practicable after re
ceipt of a request for review of a rec
ommended decision, and normally 
within 30 days, the President shall 
adopt, modify, or reverse the recom
mended decision, or direct further con
sideration of the matter. In the event 
of modification or reversal, the Presi
dent’s decision shall conform to the re
quirements of section 1606.13(b).

(d) A decision by the President shall 
become final upon receipt by a recipi
ent.
§ 1606.15 Time and extension and waiver.

(a) Any period of time provided in 
these rules may, upon good cause 
shown and determined, be extended:

(1) By the person making the pre
liminary determination, prior to the 
time the presiding officer is designat
ed;

(2) By the presiding officer, prior to 
the issuance of a recommended deci
sion; or

(3) By the President at any time.
(b) Requests for extensions of time 

shall be considered in light of the 
overall objective that the procedures 
prescribed by this part ordinarily shall 
be concluded within 90 days of the 
preliminary determination.

(c) Any other provision of these 
rules may be waived or modified:

(1) By the presiding officer with the 
assent of the recipient and of counsel 
for the Corporation; or

(2) By the President upon good 
cause shown and determined.
§ 1606.16 Right to counsel.

At a hearing under section 1606.10, 
the Corporation and the recipient 
each shall be entitled to be represent
ed by counsel, or by another person. 
The attorney designated may be an 
employee, or may be outside counsel 
retained for the purpose. Unless prior 
written approval is received from the 
Corporation, the fee paid to outside 
counsel shall not exceed the hourly 
equivalent of the rate of level V of the 
executive schedule specified in section 
5316 of title 5, United States Code.
§ 1606.17 Reimbursement.

If the recipient’s grant or contract is 
continued or refunding is granted 
after a preliminary determination has 
been issued under section 1606.5, a re
cipient shall receive reimbursement by 
the Corporation, to the extent it has 
prevailed, for reasonable and actual 
expenses that were required in connec
tion with proceedings under this part.
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§ 1606.13 Interim funding. ,
Failure by the Corporation to meet a 

time requirement of this part shall not 
entitle a recipient to continuation of 
its grant or contract or to refunding. 
Pending a final determination under 
this part, the Corporation shall pro
vide the recipient with interim fund
ing necessary to maintain its current 
level of legal assistance activities 
under the act.
§ 1606.19 Termination funding, v 

After a final determination to termi
nate a recipient’s grant or contract or 
to deny refunding, and without regard 
to whether a hearing has occurred, 
the Corporation may authorize tempo
rary funding if necessary to enable a 
recipient to close or transfer current 
matters in a manner consistent with 
the recipient’s professional responsi
bility to its present clients.
§ 1606.20 Notice.

A notice required to be sent to a re
cipient under this part shall be sent to 
the director of the recipient, and may 
be sent to the chairperson of its gov
erning body.

Alice Daniel, 
General Counsel, 

Legal Services Corporation. 
[FR Doc. 78-21010 Filed 7-27-78; 8:45 ami

[6820-35]
PART 1607— GOVERNING BODIES

Amendments to the Regulations 
AGENCY: Legal Services Corporation. 
ACTION: Final regulation.
SUMMARY: These regulations re
quire that at least one-third of the 
members of a recipient’s governing 
board be eligible clients. These amend
ments implement the new statutory 
requirement in the Legal Services Cor
poration Act Amendments of 1977. Al
though the statute provides only that 
eligible clients on a program board 
may be representatives of their com
munities, the regulation makes that 
requirement mandatory. The new reg
ulations attempt to insure that pro
grams will be accountable to the com
munities they serve.
DATE: Effective date: August 28, 1978.
ADDRESS: Legal Services Corpora
tion, 733 15th Street NW., Suite 700, 
Washington, D.C. 20005.
FOR FURTHER INFORMATION 
CONTACT:

Stephen S. Walters, 202-376-5113.
SUPPLEMENTARY INFORMATION: 
Section 11 of the Legal Services Cor
poration Act Amendments of 1977, 
Pub. L. 95-222, amended section

1007(c) of the act to require that at 
least one-third of a recipient’s govern
ing body consist of “persons who are, 
when selected, eligible clients who 
may also be representatives of associ
ations or organizations of eligible cli
ents.” The effective date of this provi
sion was delayed until July 1, 1978, “to 
afford local boards time, if needed to 
comply * * Sen. Rep. No. 95-172, 
95th Cong., 1st sess. (1977), at 8. These 
amendments to part 1607 implement 
the new statutory requirement. The 
Amendment follows the approach of 
the current regulation by requiring 
that most members of a program 
board be selected by appropriate asso
ciations or groups. That requirement 
is at the heart of the Corporation’s at
tempt to insure that programs will be 
accountable to the communities that 
they serve. Although the statute pro
vides only that eligible clients on a 
program board may be representatives 
of their communities, the regulation 
makes that requirement mandatory.

The regulation contains a new sec
tion 1607.7, concerning compliance 
with the board composition require
ments. Immediate- compliance is re
quired, but recipients may apply for 
an extension of time in which to 
comply with the new statutory lan
guage. This approach should help to 
avoid disruption of programs that 
have recently restructured their 
boards to comply with the current reg
ulation or for which immediate com
pliance would otherwise be unduly 
burdensome. Given the importance of 
the issue, however, extensions should 
not be granted lightly, and all recipi
ents must be in compliance by July 1,
1979.

The regulation was published for 
comment on May 22, 1978 (43 FR 
21904). All comments received were 
considered by the Regulations Com
mittee of the Corporation at its meet
ing on July 5, 1978.

Following is the complete regula
tion, as amended. The comment that 
appeared in the June 23, 1976 (41 FR 
25901), final publication of part 1607 
remains in effect.

Accordingly, 45 CFR Part 1607 is re
vised to read as follows:

Sec.
1607.1 Purpose.
1607.2 Definition.
1607.3 Composition.
1607.4 Functions of a governing body.
1607.5 Waiver.
1607.6 Compensation.
1607.7 Compliance.

A uthority: Sec. 1007(c); 42 U.S.C.
2996f(c).

§ 1607.1 Purpose.
This part is designed to insure that 

the governing body of a recipient will 
be well qualified to guide a recipient in 
its efforts to provide high-quality legal
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assistance to those who otherwise 
would be unable to obtain adequate 
legal counsel, and to insure that the 
recipient is accountable to its clients.
§ 1607.2 Definition.

“Eligible client,” as used in this part, 
means a person eligible to receive legal 
assistance under the act, without 
regard to whether the person is receiv
ing assistance at the time of selection 
for membership on a governing body.
§ 1607.3 Composition.

(a) A recipient shall be incorporated 
in a State in which it provides legal as
sistance, and shall have a governing 
body that reasonably reflects the in
terests and characteristics of the eligi
ble clients in the area served.

(b) At least sixty (60) percent of a 
governing body shall be attorneys ad
mitted to practice in a State in which 
a recipient is to provide legal assist
ance, who are supportive of the pur
poses of the act and have interest in, 
and knowledge of, the delivery of qual
ity legal services to the poor.

(c) The attorney shall be selected 
from, or designated by, appropriate 
Bar Associations and other groups, in
cluding, but not limited to, law 
schools, civil rights or antipoverty or
ganizations, and organizations of eligi
ble clients.

(d) At least one-third of a governing 
body shall be, when selected, eligible 
clients.

(e) The members who are eligible cli
ents shall be selected from, or desig
nated by, a variety of appropriate 
groups including, but not limited to, 
client and neighborhood associations 
and organizations,

(f) The remaining members of a gov
erning body, whatever the method of 
selection, shall be individuals interest
ed in and supportive of legal services 
to the poor.

(g) No category of governing board 
membership shall be dominated by 
persons serving as the representatives 
of a single association, group, or orga
nization.

(h) Members of a governing body 
may be selected by appointment, elec
tion, or other means. The method of 
selection and composition shall be sub
ject to approval by the Corporation.
§ 1607.4 Functions of a governing body.

(a) A governing body shall have at 
least four meetings a year. Timely and 
effective prior public notice of all 
meetings shall be given, and all meet
ings shall be public except for those 
concerned with matters properly dis
cussed in executive session.

(b) A governing body shall establish 
and enforce broad policies governing 
the operation of a recipient, but shall 
not interfere with any attorney’s pro
fessional responsibilities to clients.

RULES AND REGULATIONS 

§ 1607.5 Waiver.
(a) Upon application, the President 

shall waive the requirements of this 
part to permit a recipient that was 
funded under section 222(a)(3) of the 
Economic Opportunity Act of 1964 
and, on July 25, 1974, had a majority 
of persons who were not attorneys on 
its governing body, to continue such 
nonattomey majority.

(b) The President may waive the re
quirements of this part upon applica
tion of a recipient that demonstrates 
that it cannot comply with them be
cause of:

(1) The nature of the population or 
area served; or

(2) Special circumstances, including, 
but not limited to, conflicting require
ments of the recipient’s major funding 
source.

(c) A recipient seeking a waiver shall 
demonstrate that it has made diligent 
efforts to comply with the require
ments of this part.
§ 1607.6 Compensation.

While serving on the governing body 
of a recipient, no member shall receive 
compensation from the recipient, but 
a member may receive payment for 
normal travel and other out-of-pocket 
expenses required for fulfillment of 
the obligations of membership.
§ 1607.7 Compliance.

(a) A recipient whose current gov
erning body does not satisfy the re
quirements of this part shall submit a 
plan for achieving compliance to the 
relevant Regional Director immediate
ly.

(b) The President may, upon appli
cation, extend the time in which a re
cipient must comply with the require
ments of section 1607.3 (d) and (e). 
The application shall state:

(1) The current composition of the 
recipient’s governing body, and the 
date upon which the composition was 
achieved;

(2) The date upon which the term of 
each current member of the recipi
ent’s govemin body will expire;

(3) The recipient’s plan for comply
ing with the requirements of section 
1607.3 (d) and (e) with all possible 
speed; and,

(4) The reasons why complying im
mediately would be unduly burden
some to the recipient.

(c) An application for an extension 
of time under subsection (b) must be 
received by the Corporation no later 
than 30 days after the effective date 
of the regulation. A copy of the appli
cation shall also be sent to the Nation
al Clients Council, which shall trans
mit its comments on the application, if 
any, to the Corporation. An extension 
may be granted for no more than 6 
months, and no more than two exten
sions may be granted to any recipient.

32773

In no event may the time for compli
ance be extended beyond July 1, 1979.

Alice Daniel, 
General Counsel, 

Legal Services Corporation. 
[FR Doc. 78-21017 Filed 7-27-78; 8:45 am]

[6820-35]
PART 1608— PROHIBITED POLITICAL 

ACTIVITIES

Amendments to the Regulations 
AGENCY: Legal Services Corporation. 
ACTION: Final regulation.
SUMMARY: Section 7(a) of the Legal 
Services Corporation Act Amendments 
of 1977, Pub. L. 95-222, applies the 
current provisions of the Hatch Act, 
relating to the political activities of 
State and local employees, to staff at
torneys, as well as Corporation em
ployees. Other, more restrictive, provi
sions of the LSC Act, affecting the po
litical activities of staff attorneys on 
their own time, were repealed. The re
visions of part 1608 reflect these 
changes.
EFFECTIVE DATE: August 28,1978.
ADDRESS: Legal Services Corpora
tion, 733 15th Street NW., Suite 700, 
Washington, D.C. 20005.
FOR FURTHER INFORMATION 
CONTACT:

Stephen S. Walters, 202-376-5113.
SUPPLEMENTARY INFORMATION: 
The amendment to this regulation was 
published for comment on March 17, 
1978 (43 FR 11241). Following is the 
complete regulation, as amended. The 
Comment on this regulation that ap
peared in the June 23, 1976 (41 FR 
25900) final publication of part 1608 
remains in effect.

Accordingly, 45 CFR part 1608 is re
vised to read as follows:
PART 1608— PROHIBITED POLITICAL 

ACTIVITIES
Sec. .
1608.1 Purpose.
1608.2 Definition.
1608.3 Prohibitions applicable to the Cor

poration and to recipients.
1608.4 Prohibitions applicable to all em

ployees.
1608.5 Prohibitions applicable to Corpora

tion employees and staff attorneys.
1608.6 Prohibitions applicable to attorneys 

and to staff attorneys.
1608.7 Attorney-client relationship.
1608.8 Enforcement.

Authority.—Secs. 1001(5), 1005(b)(2),
1006(b)(3), 1006(b)(5)(B), 1006(d)(3), 1006
(d)(4), 1006(e)(1), 1006(e)(2), 1007(a)(6),
1007(b)(2); 42 U.S.C. 2996(5), 2996d(b)(2), 
2996e(b)(3), 2996e(b)(5)(B), 2996e(d)(3), 
2996e(d)(4), 2996e(e)(l), 2996e(e)(2),
2996f(a)(6), 2996(b)(2).
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