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EXECUTIVE SUMMARY

Annually, the Legal Services Trust Fund Commission (Commission) recommends to the Board of
Trustees the grant amount to be made available for distribution from Interest on Lawyers’ Trust
Accounts (IOLTA) to qualified nonprofit legal aid organizations in California. Interest revenue
generated by these accounts is the main source of funding for these grants, referred to as
“IOLTA grants,” but over the years these funds have been supplemented by Justice Gap Fund
donations and optional contributions from State Bar licensees as part of their annual licensing
fee payments.

At this time last year, the Federal Reserve had set the Federal Funds Rate (FFR) at 2.5 percent.
Based on bank remittances at that time, we projected $39 million in IOLTA revenue in 2020.
However, on March 16, 2020, the FFR dropped to near zero and is likely to stay there for some
time. As a consequence, we anticipate the IOLTA revenue will drop to approximately $15
million for the 2020 calendar year, and $8 million in 2021. In light of the dramatic decrease in
revenue, the Commission will need to decide, in addition to the 2021 IOLTA distribution,
whether to modify the 2020 IOLTA distribution, currently set at $55.3 million.!

The Commission will meet on May 27 to discuss the available funding scenarios and convene
again on June 26, 2020 to finalize its recommendations. The Board of Trustees will meet on July

! The amount the Board of Trustees initially approved for distribution in 2020 was $55.5 million. However, due to
changes in eligibility for some organizations in the ensuing months, the Commission made adjustments to the
distribution, leading to $55.3 million.
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16, 2020 to consider the Commission’s recommendations. This memo outlines staff’s
preliminary recommendations regarding the 2020 and 2021 IOLTA distributions, as informed by
feedback from the legal aid community. It also addresses the extent of the Commission’s
authority to approve grantees’ carryover requests into the next grant year, including which
decisions are within the Commission’s purview and which would require approval by the Board
of Trustees.

Staff’s preliminary recommendations to the Commission are as follows:

1.

Recommend no change to the 2020 IOLTA distribution to the Board of Trustees; using
$15 million from the cash on hand to meet the $55.3 million distribution; and, leaving a
projected reserve of $14.6 million;

Recommend a 2021 IOLTA distribution of $20.6 million; using a projected $8.4 million
from the cash on hand; and, leaving a projected reserve of $6.2 million;

Recommend that the Board of Trustees delegate authority to the Commission to make
changes to the 2020 and/or 2021 IOLTA distributions if significant additional funding is
made available (or lost) to IOLTA-funded grantees;

Adopt a flexible approach to carryover requests for programs that would like to save
some of the funding for next year (i.e. consider allowing higher carryover for longer
periods than typically approved); and,

Allow larger budget revisions and more liberal deviations from the standard allocation
of 75 percent of the grant to programs and 25 percent to administration.

Staff recommends the above to balance the need for funding now in a time of crisis where
there is higher demand for legal services, versus the need to sustain stable future funding in
years when revenues will likely be lower. Staff strongly believes that maintaining the current
2020 IOLTA distribution coupled with generous approvals of carryover requests will enable
programs to address their individual needs more effectively and to respond to the needs of
their communities more strategically.

BACKGROUND

IOLTA STATUTE

In 1981 the Legislature authorized the IOLTA program under Business and Professions Code
sections 6210-6228 (IOLTA statute). The purpose of the statute was to increase access to justice
and improve the administration of justice through expansion of legal services. In pursuit of
those goals, it prioritized improving the quality of existing free legal services in civil matters to
indigent persons and initiating new programs to provide such services.
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The IOLTA statute requires lawyers to place nominal client funds, or funds that are on deposit
for short periods of time, into interest- or dividend-bearing accounts in which the interest or
dividend is paid to the State Bar.? Such accounts can only be kept at approved financial
institutions certified by the State Bar to ensure compliance with the IOLTA statute.

The interest earned from pooled IOLTA accounts is remitted to the State Bar. The State Bar
subtracts its administrative costs and then distributes the approved fund amount (based on the
IOLTA statutory formula) to qualified legal aid nonprofit organizations that provide free legal
services in civil matters to indigent persons in California. The Office of Access & Inclusion
administers the Legal Services Trust Fund Program for the State Bar under the oversight of the
Commission and Board of Trustees.

In 2007, AB 1723 (Jones, Ch. 422, Stats. of 2007) amended the IOLTA statute to specify that
IOLTA accounts should earn no less than the interest rate or dividend generally available to
non-lOLTA depositors at the same institution. This is referred to as “comparability.” However,
shortly after that change in law became effective in 2008, the United States entered a recession
and interest rates plummeted; thus, the IOLTA program did not reap the anticipated benefits of
comparability until the past few years. Current events cast doubt on the ability of the IOLTA
program to leverage the benefits of comparability in the short term, given that interest rates
have returned to the very low levels seen in the 2008 recession.

DISTRIBUTION OF IOLTA FUNDS

Each year, the Commission recommends for approval to the Board of Trustees the amount of
IOLTA grants to be made available for distribution. These funds are disbursed to qualified
nonprofit legal aid organizations that provide free legal services to indigent Californians in civil
legal matters and the support centers that offer legal advocacy, technical assistance and
training to the direct service legal aid organizations.

In the first eight grant years (1984-1992) the Legal Services Trust Fund Program recommended
to the Board distribution of the total money projected to be “on hand” as of the end of the
prior year, less administrative costs during the same period. In other words, the program
collected money for a year and then gave it out in the following year, such that 100 percent of
the money for grants was “on hand” for distribution throughout the year. Financial institutions
continued to remit interest earned, so the program always had on hand about one full year’s
revenue.

If there is a large sum of money involved, or it will be held for a long time, an attorney can hold the client's funds
in an individual account, designated as a Client Trust Account, and the interest earned will go to the client.
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In 1992, in response to low interest rates and declining revenue, the then Board of Governors
adopted a cash-on-hand policy to hold only 75 percent of a year’s cash on hand. Over the years,
subsequent interest rate declines led to further reductions bringing the target range to 25 to 30
percent.

IOLTA revenue remained flat between 2001 and 2004—approximately $10 million—but showed
a steady increase beginning with the 2005 grant year. In 2006 the Commission proposed, and
the Board of Governors approved, a revision to the cash-on-hand policy (also known as the
reserve policy, see Attachment A). The goal was to build reserve funds that could be distributed
during lean years. Then, as now, the Commission recognized that the ability to rely on stable
IOLTA funding is critical to the health and survival of legal aid organizations that receive IOLTA
funding.

For many legal aid organizations, IOLTA funding is core support, meaning that organizations
have the flexibility to use the funds where they need it most; many other funders impose
specific restrictions on funds (e.g. salaries only, but no benefits or no overhead costs). Unlike
foundation funding that may not be as reliable, IOLTA grants offer stability to grantees by
supporting all aspects of their operations needed to provide free civil legal services to the
indigent. Moreover, once a grantee’s eligibility is established they are statutorily guaranteed
funding.

In applying the cash-on-hand policy over the past few years, a portion of increased receipts was
held in reserve as a hedge against future declines in revenue. Under the policy, when revenue is
higher than in the previous year, grants are increased incrementally while also increasing the
reserve/cash on hand. The cash-on-hand policy applies the following methodology:
1. The previous year’s grant distribution is established as the planned grant distribution
base amount;
2. The planned grant distribution base is increased by 5 percent over the prior year’s
amount;
3. Ten percent of the prior year’s grant distribution is set aside to the reserve/cash on
hand;
4. And finally any remainder in the total projected funds available for the year is split
equally, increasing both grant distribution and reserve/cash on hand.

This prudent planning to build a reserve proved essential during the Great Recession of 2008.
IOLTA revenue reached what was then a record high of $22.3 million in 2008. Then, due to the
recession and unprecedented low interest rates, IOLTA revenue dropped to $7 million and
stayed at or below that amount for nearly a decade. Funds put aside because of the reserve
policy (and additional revenue from sources such as the Justice Gap Fund and the Legal Services
Assistance Fund) supplemented low IOLTA revenue.
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In 2018 and 2019, the revenue increased considerably, in tandem with rising interest rates. The
revenue in 2018 was nearly triple that of 2017, reaching $20.9 million. The 2019 revenue was
also remarkable, as it more than doubled again, to $46.5 million. This allowed the opportunity
to replenish the reserve while still distributing record amounts in IOLTA grants.

Recertification Efforts and Leadership Bank Program to Increase Revenue

As of March 2020, financial institutions in California held about $5.25 billion in IOLTA deposits.
In addition to the natural growth of IOLTA revenue corresponding to rising interest rates, for
the past three years the Office of Access & Inclusion has engaged in an intensive bank
recertification and negotiation effort. The Office receives interest from approximately 170
financial institutions offering IOLTA accounts . The recertification process confirms their
compliance with the IOLTA statute, particularly ensuring that IOLTA accounts holding those
assets are receiving comparable interest rates to similarly situated accounts. Many financial
institutions began paying higher interest rates as a result of the recertification process, and to
date 13 remain to be recertified. The recent increase in IOLTA revenue was the result of rising
interest rates combined with recertification efforts to ensure compliance and negotiate higher
interest rates on IOLTA accounts.

This allowed for higher distributions. In 2019, the State Bar distributed $27.5 million in IOLTA
grants, nearly double the amount distributed in the prior year. In 2020, the amount approved
for distribution doubled again, to approximately $55 million, and the reserve as of December
31, 2019 was $49.8 million. The chart below illustrates the IOLTA grant distributions over the
past six years.3

Year | IOLTA Grant Distribution (in millions) | Percent Change over Previous Year
2020 | $55.3 (authorized) 101%

2019 | $27.5 98%

2018 | $13.8 26%

2017 | S11 (1%)

2016 | S11.1 10%

2015 | $10.1 5%

* Note that IOLTA revenue mentioned in the previous section and the grant distribution do not always match. This
is due to maintaining a reserve and supplementing grants with additional funds through licensing fees and the like.
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Leadership Bank Program

In 2008, the State Bar adopted revisions to the State Bar Rules to reflect the comparability law
enacted in 2007, mandating that IOLTA-eligible institutions pay comparable interest rates or
dividends on their IOLTA accounts in one of three ways:

1. Establish IOLTA accounts as comparable-rate products;

2. Paythe comparable-product rate on IOLTA deposits accounts, less chargeable fees, if
any; or

3. Pay the Established Compliance Rate (known as ECR) determined by the Legal Services
Trust Fund Commission.* (See Rule 2.130.)

In order to advance the State Bar’s goal to increase access to justice, the State Bar established a
“Leadership Bank” program in late 2019 to encourage financial institutions to do the following:
1. Pay at least the ECR rate on all IOLTA accounts; and

2. Waive any fees or charges on these accounts.

The Leadership Bank Program aims to increase revenue to support civil legal services and
streamline operations for the State Bar of California. Leadership Banks are required to pay the
ECR, which is currently higher than the interest rate offered on comparable products that are
aligned with the FFR. These “Leadership Banks” are highlighted on the State Bar’s website as
preferred IOLTA-eligible institutions and lead partners supporting access to justice through the
IOLTA program.

Currently, 11 banks participate in the Leadership Bank program. The decision to identify as a
Leadership Bank is voluntary; State Bar staff will continue to encourage IOLTA-eligible
institutions to demonstrate their commitment to IOLTA-funded organizations by choosing to be
a Leadership Bank. The State Bar ’s ongoing efforts to increase enrollment in the Leadership
Bank Program is one way to mitigate some of the loss in IOLTA revenue that will otherwise
occur over the course of the year (see next section).

CHANGES TO THE FEDERAL FUNDS RATE AND ONGOING FUNDING CHALLENGES

Through most of 2019, the FFR was 2.5 percent, the highest it had been in over 10 years. By the
end of 2019, the FFR decreased to 1.75 percent, but actual IOLTA revenues still exceeded 2019

*The Legal Services Trust Fund Commission set the Established Compliance Rate at 68 percent of the Federal
Funds Rate (FFR) or 0.68 percent (whichever is higher) in 2008. At the highest FFR in 2019, the ECR was 1.70
percent. It has since returned to 0.68. Note that financial institutions are not obligated to adopt the ECR if they
offer a similar interest rate on IOLTA accounts as they do on their other financial products. Consequently, many
financial institutions may be offering lower interest rates than the ECR given the current economic climate.
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estimates by $5 million. Unfortunately, in March 2020, the FFR fell precipitously to 0.25 percent
as an attempt to offset the dramatic impact of COVID-19 on the economy.’

The current FFR is likely to remain low for quite some time.® The consequence of these changes
will be significantly lower IOLTA revenue than originally anticipated for 2020, changing our
projection of $39 million to approximately $15 million.” Though we anticipated some decrease
in the interest rate by the end of 2019, and even possible recession, the recent drop in interest
rates to 0.25 percent was completely unexpected when the Board of Trustees approved a 2020
IOLTA distribution of $55.5 million.

Unfortunately, it is too soon to have a reliable prediction of when the FFR will increase.
Assuming, as is likely, that the FFR stays steady through 2021, IOLTA revenue is projected at
$8.2 million annually, a fraction of the high watermark experienced in 2019. This will require
using a greater proportion of the reserve to supplement the IOLTA distributions in the next few
years, consistent with the reserve policy discussed earlier.

When the Commission recommended and the Board of Trustees approved the 2020
distribution amount, it was considered a moderate distribution level based on a conservative
projection. It was believed that the ongoing recertification of banks holding IOLTA accounts
would bolster against some of the loss in revenue from possibly declining interest rates.
However, this is no longer the case.

Due to the FFR drop, staff has prepared scenarios to assist the Commission while reconsidering
the previously approved grant distributions for 2020. There is enough cash on hand to continue
with the current distribution plan, but doing so would significantly deplete the reserve. This in
turn would impact funding in subsequent years, as there would be less cash in reserve to
supplement lower revenue from interest remittance, possibly jeopardizing the stability of
funding in 2021 and beyond.

> The FFR represents a target range of interest rates, in this case zero to 0.25 percent. The standard is to use the
higher end of the range as the target when working with financial institutions.

® In the case of the recession starting in 2008, interest rates did not increase for seven years—until December
2015—and the increase was gradual.

" As noted, this is a projection, and was based on the assumption that the amount on deposit in IOLTA accounts
would remain stable. April 2020 was the first full month where the interest rate changes took effect. The impact of
the interest rate change on remittances from banks from this month will provide far better indication of the
outlook for the rest of the year. Unfortunately, we are still waiting for reports from several banks. We plan to
provide a full update at the Commission’s June meeting regarding the amount of deposited assets that remain and
the interest revenue generated for April; we will endeavor to provide any preliminary information available at the
May meeting.
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CURRENT CARRYOVER POLICY

Under Business and Professions Code section 6216, the State Bar must distribute funds
remitted from IOLTA accounts on an annual basis. Pursuant to the IOLTA grant agreements
signed by the recipients, grantees are also expected to spend their grant awards within the
year; the grant period runs from January 1 through December 31 of the year the funds are
awarded. At times grantees face challenges in spending down the full amount. When that
happens, they typically ask to carry over the remaining award balance into the next calendar
year. Otherwise, pursuant to the General Grant Provisions, specifically section 2.03, the grantee
would have to return the unspent funds at the end of the grant period. (See Attachment B.)

Office practice regarding carryover requests requires grantees to notify the Office of Access &
Inclusion so that the amount can be appropriately tracked and reconciled through quarterly
reports. Requests to carry over less than 10 percent will be permitted. Those between 10 and
25 percent of a grant must be approved by the Office of Access & Inclusion, and any request to
carry over an amount exceeding 25 percent of a grant must be reviewed and approved by the
Commission. This policy was approved by the Board of Trustees in January 2019. (See
Attachment C.)

Carryovers equal to 10 percent or more of the grant require a narrative explanation from the
grantee regarding the circumstances leading to the request, which is reviewed by staff or the
Commission (as appropriate). For approved carryover requests, grantees are notified that they
must spend those funds by June 30 (i.e. the end of the second quarter) or return the remaining
sum to the State Bar. This reflects longstanding office practice. However, there are no
governing authorities requiring that carryover funds be spent within any set timeframe. Staff
anticipates increased carryover requests into 2021 due to the uncertainty around funding, and
that grantees may request the ability to carry funds over for more than six months. Staff
recommends that the Commission consider granting these requests in light of the current
circumstances.

TREATMENT OF BUDGET REVISIONS AND DEVIATIONS

Similar to carryover requests, sometimes grantees request to revise their budgets during the
grant year. This may happen for a variety of reasons, from staffing changes to an increased
need for supplies or unexpected costs. A recent example was the need to invest in more
laptops to adapt to remote working conditions on short notice due to COVID-19.

The current policy for budget revisions is similar to the carryover policy: anything up to $10,000
or 10 percent of the grant, whichever is less, is permissible without approval. (See General
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Grant Provision 7.01 in Attachment B.) Staff has discretion to approve revisions up to 25
percent of the grant, and the Commission reviews anything above that percentage.8 Grantees
are expected to notify the State Bar as soon as possible once they become aware of the need
for a revision, so these requests may occur throughout the year, versus carryover requests,
which typically happen towards the end of the grant period. These revisions are routinely
granted.

When approving proposed budgets for the year, or reviewing budget revisions during the year,
staff and the Commission seek to ensure that programs allocate a minimum of 75 percent of
the budget to program costs with the remaining 25 percent or less to administration costs; a
similar allocation is expected for personnel versus non-personnel costs. This reflects
longstanding practice; staff may approve budgets that fall within these parameters but elevate
budgets that deviate for Commission review. Deviation from these allocations is a threshold
that signals a budget may require closer scrutiny to ensure it complies with grant requirements,
but it is not a fixed rule.

The Commission has discretion to deviate from these percentages if a grantee provides an
appropriate explanation of their need to do so. For 2020 and 2021, staff recommends that the
Commission adopt a flexible approach to both budget revisions and those that deviate from the
standard 75/25 allocation between programs and administration and personnel versus non-
personnel.

ALTERNATIVE DISTRIBUTION SCENARIOS FOR 2020 IOLTA FUNDS

After the FFR dropped to zero to 0.25 percent, the Office of Access & Inclusion analyzed the
impact this would have on funding for the next four years if the current 2020 IOLTA distribution
held. Staff also prepared alternative projections in the event the Commission recommends to
reduce funding now in order to stabilize awards in the next few years. Attachment D presents
the calculations of various reductions to 2020 funding, showing the anticipated revenues, the
proposed distribution based on application of the cash-on-hand policy, and the amount of
reserves that would be remaining for future years. The options considered thus far are as
follows:

A. Maintain the current 2020 IOLTA distribution of $55.3 million, leaving $14.6 million in
projected reserve, and allowing a 2021 distribution of $20.6 million;

B. Reduce the 2020 IOLTA distribution by 13 percent, which will result in $48 million in
IOLTA funding and leave a projected reserve of $21.9 million, allowing a 2021
distribution of $26.2 million;

® This division of responsibility is set forth in the functional matrix approved by the Board of Trustees in January
2019. See Attachment C.
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C. Reduce the 2020 IOLTA distribution by 25 percent, which will result in $41.5 million in
IOLTA funding and leave a projected reserve of $28.4 million, allowing a 2021
distribution of $31.2 million; or

D. Reduce the 2020 IOLTA distribution by 33 percent, which will result in $37 million in
IOLTA funding and leave a projected reserve of and $32.8 million, allowing a 2021
distribution of $25 million®

These figures are based on conservative projections and estimates, as there are many factors to
consider and changes to any of them could impact revenue and distribution moving forward.
The projections assume that the interest rate will remain at its lowest rate through 2024, that
the State Bar will not be able to generate more revenue through the recertification process or
Leadership Bank Program, and that voluntary donations through fee statements and the Justice
Gap Fund will decrease slightly.

DISCUSSION

POSSIBLE CHANGES TO 2020 IOLTA DISTRIBUTION AND ITS EFFECT ON 2021 IOLTA AWARDS

Based on the following information and considerations, staff recommends no change to the
2020 distribution of $55.3 million, and a 2021 distribution of $20.6 million, leaving a projected
$6.2 million in reserve at the end of the 2021 calendar year (described as Option A, above).

Grantees’ Response to Potential Funding Changes

The Office of Access & Inclusion held a webinar on Thursday, April 30 to provide IOLTA grant
recipients an overview of these possible IOLTA distribution scenarios. Approximately 150
people attended the webinar, and a document with Frequently Asked Questions was prepared
and distributed as a follow-up to the webinar. (See Attachment E.) A survey was distributed in
order for grantees to provide feedback on their preferences regarding the 2020 and 2021 IOLTA
distributions, as well as any impact they anticipate on their operational capacity from COVID-
19. Responses were due on May 8.

Of 99 grantees, 93 responded. For 2020, over two-thirds of respondents reported they
anticipate no change to their expenses or a slight decrease. Sixteen percent expect an increase
of 10 to 30 percent in their expenses this year. These were mostly qualified legal services
projects (only one support center chose this option). Similar responses were reflected in the
2021 projected expenses. While approximately two thirds expect a negative impact on funding

° Under this option, the 2021 distribution would be lower despite reducing the distribution more now because
more funds would be applied to the 2022 distribution to stabilize funding. See Attachment D.

10
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from other sources in 2020, the vast majority (82 percent) expect a decrease in outside funding
in 2021, mostly between 10 to 30 percent. If this holds true, organizations with increasing
expenses but decreasing sources of funding (approximately one fifth of grantees) will be most
acutely affected. (See Attachment F for full summary of survey responses.)

Grantees also ranked their preference amongst the four distribution scenarios discussed above
using forced-choice ranking. A ranking of one (most preferred) was weighted more heavily than
a ranking of four (least preferred). Chart 1 illustrates the weighted score for each scenario. The
weighted scores demonstrated more support for a 13 percent (Option B) or 25 percent change
(Option C) in comparison to no change (Option A) or a 33 percent change (Option D) scenario.
Chart 2 reflects the number of responses for each scenario across ranking preference.

Chart 1
Weighted Scores Based on Ranking
Choices
2.74 2.74
2.30 393
No change 13% reduction 2 5% reduction 33% reduction

11
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Chart 2

Weight 40% 30% 20% 10% Weighted Score  Total Responses
Ranked #1 Ranked #2 Ranked #3 Ranked #4

No change 29 12 10 42 2.3 93

13%

reduction 17 37 37 2 2.74 93

25%

reduction 19 33 39 2 2.74 93

33%

reduction 28 11 7 47 2.22 93

The two most extreme options—keeping the current distribution or reducing it by 33 percent—
were both the most preferred and the least preferred options. Thirty-one percent (29 of 93
respondents) wanted no change as their first choice, while 45 percent listed it as their last
choice. Almost the same number of respondents preferred a 33 percent reduction as their first
choice, but 50 percent of respondents listed that as their last choice. Many grantees preferred
more modest reductions as their second or third choices, which is why, with the weighted
rankings, a 13 percent or 25 percent reduction emerged as the most preferred, or supported,
choices overall. (See Chart 2 above). Attachment F provides more detailed information
regarding organizations’ responses, including breaking out responses based on organizational
size (based on total corporate expenditures).

Several comments mentioned the increased demand for services given the ongoing crisis and
the fact that reducing funding now may impact their ability to provide services. Similarly, some
have assumed financial obligations that they expected to meet based on the previously-

approved funding distribution and would risk default or layoffs with major decreases in funding.

Moreover, this reduction would occur fairly late in the year, leaving the possibility of an uneven
impact on organizations that were spending proportionately each quarter versus those that
saved more funds for the second half of the year.10 A major reduction, such as 33 percent,
might even destabilize some agencies so much that they would cease to operate, depriving
them of the intended benefit of preserving additional funds for future years.

On the other hand, several organizations preferred a moderate reduction now to ensure stable
funding in the next couple years. Just as there are ongoing conversations and meetings around

10 Though grantees submit quarterly reports, they are not required to spend equal amounts of the grant each
quarter. They can budget however they see fit within the calendar year as long as the award is spent down during
the grant period.

12
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what will happen with IOLTA, grantees expressed deep uncertainty about their other funding
sources; multiple survey responses underscored the fact that they were only able to estimate
what the future may hold in terms of expenses and funding. There is the possibility of
additional emergency funding, but it is too soon to say what amount, if any, will be available
this year. If more funding streams become available, it could partially offset the reductions to
2020 IOLTA funds, at least for some organizations, but it would unlikely reach all grantees.*!

While maintaining the current 2020 distribution of $55.3 million will result in a 63 percent
decrease in 2021 grants to $20.6 million, staff strongly believes that the no change
recommendation coupled with generous carryovers into 2021 will enable programs to address
their individual needs more effectively. The survey results demonstrate the varying challenges
organizations are facing during the current health crisis, with some needing increased funding
to match immediate increased demand and others anticipating demand for services to rise in
2021 or beyond.

Flexible carryovers will provide programs that need to save funding for 2021 with the ability to
do so while also allowing programs with increased need in 2020 to spend down their full grant
award. While we recognize that allowing programs large carryovers, as opposed to returning
unused funds to be redistributed through the IOLTA formula in a subsequent year, could
potentially penalize programs that have yet to apply for IOLTA funding, this concern appears to
be outweighed by the concrete needs of the current grantees and the low-income communities
they serve.

Considerations Regarding Alternative Distribution Scenarios and Potential Funding for IOLTA-
funded Grantees

Staff recommends no change to the 2020 IOLTA distribution. To the extent the Commission
wishes to contemplate the other alternatives, we have included relevant considerations here,
as well as a summary of additional funding streams that may become available this year.

1. 13 percent reduction to the 2020 IOLTA distribution: If the Commission were to choose
a 13 percent reduction in the 2020 IOLTA distribution, staff would recommend a 2021
IOLTA distribution of $26.2 million. That amount is very close to the 2019 distribution.
In that sense, the original 2020 IOLTA distribution would be the anomaly, and the 2021
IOLTA distribution would be more in line with prior grant awards. Implementing a 13
percent reduction would allow the State Bar to withhold a little more than half of the
fourth quarter payment12 and to maintain a larger reserve to buoy IOLTA distributions in

" For example, a bill that would provide an additional $31 million for renters’ legal assistance is being considered
in the California Legislature.
'2 This would not affect Equal Access Fund payments which come from a different source.

13
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future years in the event the economy does not recover as quickly as hoped. Given
that approximately two thirds of grantees reported that they expect their expenses will
remain the same or decrease in 2020 and 2021, a modest reduction may be prudent.
However, it would have to take into account anticipated reductions to other sources of
funding.

Moreover, a 13 percent reduction represents a compromise between the two most
drastic options (do nothing or reduce the 2020 distribution by 33 percent). Based on the
weighting in the survey of grantees, the 13 percent and 25 percent reduction options
were given preference based on grantees’ rankings. For those organizations that did not
want any reduction to this year’s funding, it is still possible that emergency funding
(highlighted below) may become available to supplement those losses, an option which
is less likely in subsequent years as we move away from the current crisis. For those
organizations that indicated that they were willing to take a larger funding reduction
now for more stable funding later, a 13 percent reduction in the 2020 IOLTA distribution
paired with a generous carryover policy can help those organizations reserve some 2020
funds for next year.

2. 25 percent reduction to the 2020 IOLTA distribution: A 25 percent reduction would
lead to a $31.2 million recommended distribution in 2021. This option received the
same weighted score as the 13 percent reduction option based on grantees’ survey
responses. However, at least one grantee pointed out that anything higher than 13
percent would exceed the ability to maintain full-time equivalents, leading to layoffs.
(Any reduction has the potential to lead to layoffs, but the bigger the funding reduction,
the more likely this becomes a necessity rather than an option.) Given the fact that the
distribution scenarios and estimates prepared by staff were based on conservative, or
low, projections, a 25 percent cut might be more drastic than necessary.

3. 33-percent reduction to the IOLTA distribution: Though almost a third of grantees
ranked this as their most preferred option out of a desire for stable funding in
continuing years, over fifty percent ranked it as their least preferred option. Some of the
grantees that were opposed explained that it is easier to plan for future reductions in
funding than it is to adapt to unexpected ones so late into the grant period. Since future
reductions are inevitable—the question is not “if” but “how much” —at least they will
have the ability to thoughtfully accommodate those changes. This would not be possible
with a major change to funding now.

B As noted previously, it took several years for interest rates to rise after the last recession.

14
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Staff strongly recommends against this option. Such a large reduction, especially in the
third quarter of the grant period, would contravene typical guidance from the State Bar,
which is to spend as much of the award in the grant period as possible. It would
effectively penalize grantees that have been spending down their awards accordingly,
and it could cause more difficulties for grantees than it solves. If the Commission
chooses to approve carryovers more liberally, grantees could opt to reduce their 2020
awards by requesting the amount to be carried over into 2021.

Below are potential additional funding opportunities (and in one instance, a loss) for IOLTA-
funded grantees that may be relevant to the Commission’s decision. This list is not exhaustive,
nor is it guaranteed. More definitive information will be provided at the meetings in May and
June if and where possible.

1. Request for $35 Million Addition to Equal Access Fund (EAF) Proposed by Assembly
Judiciary Committee: If approved, this funding would be rolled into our current EAF
grants, which are administered by the State Bar and 90 percent distributed using the
IOLTA formula and the other 10 percent as Partnership grants. We will know once the
State’s budget for fiscal year 2020-2021 is approved in late June, barring any delays in
the process. (See Attachment G.)

a. In contrast, Governor Newsom’s May Budget Revision, published May 14,
includes a five percent reduction to his proposed 2020-2021 budget affecting
EAF grants. If approved, this would reduce the EAF grants (consisting of EAF-
IOLTA and EAF Partnership grants) by $1,019,000 in 2021 (based on the
proposed allocation of $20.4 million from the General Fund in the original
version of the budget).

2. Assembly Bill 2272: This bill would provide funding for eviction defense and prevention
services, including rental assistance. As currently drafted, the Legal Services Trust Fund
Commission would administer the funding, but it would be open to non-IOLTA programs
as well. If approved, these funds would not be evenly distributed to all IOLTA programes,
and it could be structured as a competitive RFP. This will not be introduced as part of
the June state budget; at the earliest, it may be negotiated in budget trailer language in
August or September 2020.

3. $331 Million in National Foreclosure Settlement: The California Department of Finance
is undergoing a one-year planning period to see how these funds should be spent and
which agency would be the most appropriate to administer them. The State Bar has
been in conversation with the Department of Finance regarding the portion of funding
that will go towards legal services. The Governor’s May Revision dedicates $31 million of
these funds to the EAF to assist legal aid agencies that represent or provide legal
assistance to homeowners, former homeowners, or renters in housing-related matters.
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The State Bar has advocated for a flexible interpretation of that language, in line with
the administration of EAF-Homelessness Prevention funding where economic security
related to the threat of foreclosure can apply to a variety of issue areas (employment,
public benefits, etc.). The California Housing Financing Agency will administer the
remaining $300 million for housing counseling and mortgage assistance. We will be able
to provide a more thorough update in the next few weeks.

Though any possible additional funding sources are encouraging and would be helpful to the
legal aid community, staff does not recommend relying on receipt of funds when making a
decision regarding the 2020 IOLTA distribution. Not only are they not guaranteed, but in the
case of AB 2272 and the National Foreclosure Settlement, both those funding sources would
restrict funding to certain substantive practice areas. Consequently, not all IOLTA grantees
would benefit equally from these funding sources, and some would continue to rely more
heavily on stable IOLTA awards. However, should the $35 million Equal Access Funds be
approved, staff would recommend that the Commission consider a modification to the 2021
IOLTA distribution based on the additional general EAF funding, thus avoiding a steep decline in
IOLTA funding in future years.

Options Available to the Commission When Considering Carryover Requests

Section 6216 of the IOLTA statute instructs that the “State Bar shall distribute all moneys
received under the program ... for the provision of civil legal services to indigent persons,” and
further, that “the funds shall be distributed on an annual basis.” Similarly, IOLTA grant
agreements signed by grantees also reflect a one-year funding cycle that requires spending the
funds in the year distributed.

Carryover requests into the next year are permissible but have traditionally only extended to
the end of the second quarter on June 30. When a grantee submits a carryover request, the
request will unquestionably be approved if below 10 percent of the grant. A request equal to 10
to 25 percent of the grant may be approved by the staff of the Office of Access & Inclusion, and
anything above 25 percent must be reviewed and approved by the Commission. Carryover
requests are not uncommon and are routinely approved. It is also rare for an organization to
fail to spend down the carryover funds within the first two quarters of the next year.

With the current economic climate and uncertainty around future funding sources and grant
awards, staff has received numerous inquiries about the policy for carryover requests. Staff
communicated to grantees that the State Bar will be as flexible as possible regarding these
requests but also indicated that it would require further analysis regarding the limits of the
Commission’s authority in this regard.
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While Business and Professions Code section 6216 requires funds to be distributed on an
annual basis, no statute or State Bar Rule requires grantees to spend funds within any particular
timeframe. Given the requirements of the General Grant Provisions, it is clear that the
carryover request must be submitted before the end of the one-year grant cycle in the IOLTA
grant agreements. Nonetheless, that does not mean that the Commission is limited in how long
of an extension it may allow.

After further review of the IOLTA statute, State Bar Rules, and Grant Provisions, staff is of the
opinion that the Commission has wide discretion in determining the amount of the carryover
request and time that the grantee has to spend the funds. Thus, the Commission may review
and approve individual carryover requests in whatever amount and for up to the full year on a
case-by-case basis, which staff recommends. However, staff also emphasizes the Commission’s
oversight role as a steward of IOLTA grant funds; though recommending a flexible approach,
staff urges careful consideration of any carryover and/or budget revisions requests to ensure
they are reasonable under the circumstances and otherwise comport with the Grant Provisions.

If the Commission wishes to create a blanket policy that differs from current practice when
handling carryover requests (e.g. automatically approving carryover requests up to 50 percent
of the grant award instead of on a case-by-case basis for requests above 25 percent), this will
require approval by the Board of Trustees. Staff does not believe that the unusual
circumstances occasioning such large or extended carryover requests reflect the norm. Further,
staff does not recommend establishing fixed policies on the basis of the current crisis, as it will
take time to understand the long-term implications of the current economic situation; the
larger policy issues can be addressed during the existing codification process.

Recommendations Regarding 2020 and 2021 IOLTA Distributions, and Carryover and Budget
Revision Requests

The Commission’s choices regarding possible changes to the current IOLTA distribution will
have a direct impact on the amount of funding available for distribution in 2021. The
Commission’s treatment of carryover requests and budget revisions also affects the financial
impact on grantees as they try to sustain their operations and staff in the face of a public health
emergency. Consequently, staff recommends that the Commission (1) recommend no change in
the 2020 IOLTA distribution, (2) recommend to the Board of Trustees a distribution of $20.6
million in 2021, and (3) consider extending carryover periods for up to a full year and/or
allowing larger budget revisions where appropriate on a case by case basis.

By the time the Commission makes a recommendation and the Board of Trustees votes on the
2020 and 2021 IOLTA distributions, we will already be in the third quarter of the year. Making
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any reductions that far into the year would likely have an uneven impact on grantees.14 Many
grantees highlighted the fact that they had undertaken certain financial obligations or
investments with the expectation that they would receive the full grant award in 2020.
Assuming the Commission adopts a generous approach to carryover and budget revision
requests, choosing to keep the 2020 IOLTA distribution the same would provide the most
autonomy to grantees to make their own budgeting decisions.

Given the varied assessments from grantees describing the impact of COVID-19 on their
operations and expenses, such flexibility may be the best way to ensure that grantees can
continue to meet their obligations effectively. This may be especially crucial for organizations
that may lose alternative funding sources in the meantime. Cutting these organizations’ IOLTA
awards in addition to the loss of other funds, would directly impact their amount of qualified
expenditures on their future IOLTA applications, resulting in a diminished award. Thus, these
organizations would actually lose more money over time compared to other grantees.

As previously discussed, because no statute, Rule, or other authority mandates that grantees
spend funds within a set timeframe, the Commission has wide discretion in the amount of the
IOLTA grant award that it can allow a grantee to carry over into the next year, and in the
amount of time the Commission can allow for the spenddown. Relaxing restrictions on the
amount and/or length of carryover requests, with proper oversight, could help buffer the
inevitable drop in funding that will occur in 2021, regardless of what decision is made regarding
the 2020 distribution itself.

Staff recommends that the Commission review individual carryover requests above 25 percent
of the 2020 award with an eye toward approving such requests. Staff further recommends that
the Commission consider allowing the spenddown over the course of the entire year in 2021,
rather than limiting it to the first half.”®> Grantees must provide an explanation of the need for
the carryover, which will allow the Commission the opportunity to assess the reasonableness of
each request.

Staff does not recommend that the Commission create a blanket policy regarding carryovers
going forward, however. Staff believes the Commission should handle these requests on a case-
by-case basis and that consideration of any policy change in this area should be reserved for the
ongoing codification process.

“For example, a 33 percent reduction would require checks to be delayed until a decision on the distribution is
finalized or require the third quarter payment to be divided into installments, as a 33 percent annual reduction
would eliminate the fourth quarter payment entirely and reduce the third quarter payment

' Staff recommends that carryover requests that are not in excess of 25 percent of the grant but that seek to
spend down the funds over an extended period of time (i.e. more than 180 days) be elevated for Commission
review as this is a deviation from current practice.
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In summary, staff makes the following recommendations to the Commission:

1. Maintain the current 2020 IOLTA distribution in the amount of $55.3 million;

2. Recommend a 2021 IOLTA distribution of $20.6 million to the Board of Trustees;

3. Recommend that the Board of Trustees delegate authority to the Commission to make
changes to the IOLTA distribution if significant additional funding is made available (or
lost) to IOLTA-funded grantees;

4. Maintain a flexible and generous approach to carryover requests for 2020 grant funds,
in particular by allowing larger amounts to be carried over and by permitting
spenddown over all of 2021; and,

5. Maintain a flexible and generous approach to budget revision requests, including
permitting deviations from the 75 percent program/25 percent program/administration
allocation.

Upcoming Commission Meetings and Eventual Recommendation to the Board of Trustees

This memorandum is intended to provide as much information and as many options as possible
for the Commission to have a full discussion at the May 27 meeting. However, a vote is not
planned until the June 26 meeting. Nonetheless, to provide a concrete starting point for the
Commission’s discussion, staff proposes a possible motion, below:

“In light of the unforeseen economic impact of COVID-19 and the attendant drop in interest
rates affecting the revenue generated by the Interest on Lawyers’ Trust Accounts (IOLTA) funds,
the Legal Services Trust Fund Commission recommends that the Board of Trustees maintain the
2020 IOLTA distribution at $55,294,144, leaving a projected reserve of $14,618,204, and further
recommends approval of the 2021 IOLTA distribution in the amount of $20,590,926, which
would use $8,440,926 of the projected reserve at the end of 2020, and leave a projected
reserve of $6,177,278 at the end of 2021.

If changes to the Equal Access Fund occur, impacting IOLTA-funded grantees, then the
Commission recommends that the Board of Trustees delegate authority to the Commission to
determine whether increases or decreases to the 2020 and/or 2021 IOLTA distributions are
appropriate.”

As mentioned earlier, the position that the Commission takes on carryover requests and budget

revisions does not require approval by the Board of Trustees unless the Commission wishes to
make an overarching policy change.
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AGENDA ITEM
MARCH 54-165
Legal Services Trust Fund Program:
Set Amount for Distribution for
2C06-2007 IDLTA Giants

Open / Action
Her HLE.

DATE Februgiyv 28, 2006
T Meiribis of he Board of Comimitiae o Steleholder Retations
Members of ihe Boaid of Covernais
FROM: Judy Cariow, Dirsctor, Lagal Servines Trust Firid Ficgrem
SUBJECT:  Legal Serviess Tiust Fung Frogram:
Set Armound vor Distribution for 2008-2007 IOLTE Giants

Exscullve Summary

Each year, the Beard of Governors sets an amount for distiibution in Legal Services:
Trusi Fund Program grarits from interest on lawyer tiust accounts (JOLT, "). Since
1992, the method for setiing the amount has been to allocate fo; the grante the amount
of prior year revenue less admiinistrative costs, adjusted by an amount by which cash on
nand as of June 30 is projected to be miore or less than a specific percent of the prior
year's nef revenue. Most iecently, this cash-on-hand target has been 20 percent. After
consultation with the l.egal Aid Association of California, the Legal Services Trust Fund
Commissior is recommending adjusting this target for this year upward to
approximately &0 percent, so as to take advantage of increased IOLTA revenus to put
us in a position fo cushion the effects of lower interests rates as needed in the fuiure.
Using this system will result in 2006-2007 grants of $12.7 mitlion, up about 6 percent
from the $12 miilion distiibuted in the 2005-2006 grant year.
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BACKGRCOUND

The Boarc of Governors each year sets an amount for distribution in IGLTA grants to be
administered by the Legal Services Trust Fund Program. That amount ie distributed for
the grant year beginiing July 1. The amount is set in March cr April, depending o the
board imeeting schadule, so that the Trust Fund Commissien can notify each recipient
aregrar of & grant amount, give them 30 days to prepare picposed budgets, review thie
budgete and siili get grant agreements signed and the checice inailed in July.

For each of the first eight grant peviods (fiscal years 1984-1085 through 1681-1892), the
aimount approved for distribution was the total money projected to be on hand June 30.
This arsounted {o the total revenue of the program in the year preceding the grant
netiod, lese administrative coste during the same period. In otiwer words, the prograim
cotlected moniey for & vear and then gave it oulin the following year.

A1 the beginning of the grant yvear, 100 parcent of the ineney for grante wae cn hand.
Crants were disbursed in guaderly pavments. Al the same lime, mohey Garis i thet
weould become the next vear's grants, so the program siways hed on hend ahout one
full veai's revenue.

In 1082, the Board of Govemors chenged that system on the recommendaticn of the
£ onal Aid Asseciation of California and the Trust Fund Commission. We micrsed away
from a sveiem wiete grants were made up only of monay afready i hand, ancica
system of paying part of the grant cut of income as it came in. The mativetion for thile
charge was the view that the program did nct need to keep such a laige amount of
cash oh hand, especially in times of low interest rates and correspondingly iower
reventie.

The basic distribution method vernained, as before, to allocats for grants the amount of
nrior year revenue less administrative coste. To determine the amount for distribution,
this et prior vear revenue amount was adjusted by the amount by which cash on hand
as of Jurie 30 was projected to he more or less than a set percentage of the prior year's
revenue amount. When the origiinal change was made in 1992, interest rates had
begun to drop and the target wase set at 75 percent, in order to increase grants by

6 percent over the previous year even though revenue was down about 7 percent.
Subsequently, interest rates fell dramatically. The cash-on-hand target was reduced to
60 percent and then to 30 percent, where it has remained for the last 12 grant years.

In years when revenue is increasing, the money coming in exceeds the grant amount
going out, and cash on hand builds up above 30 percent. That “extra” amount is added
onto the grants for the next year, resulting in a larger increase. In years when revenue
is decreasing, the money coming in is less than the grant amount going out, and cash
on hand drops below 20 percent. We make up for that by holding back money to
increase the cash on hand for the next year, resulting in a greater decrease in grants.

~
—g=
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This system has had the desired seffect of putting the money in the hands of grant
Iecipients quickly, and has minimized the amount of the programv's cashon hand: .~ .- -
Because of the swings in inferest rates.in the last several years, however, it has also -
meant there were somewhat unpredictable swings in the amount of granis fiom year to
year. As justone example, the total grant amount went up 22 percent in 2001 and then
back down 38 percent the following year. Although the grants en average represent a 5
smail share of each recipient’s total income, in many cases, the ups and downs have - -
been significant. In a time of increasing revenue, the Trust Fund Cemmission decided
to explore whether there might be a better approach. i

PROPOSED CHANGE

The Commission has now discussed its proposed change with the Legai Aid
Association of California, which consulted with all of the recipients of Trust Fund
Program grants. LAAC came back to the Commission in suppoit of the proposal, with &
few relatively small suggestions that the Commission has incorporated into this

recommendation,

The proposal is fo increase cash on hand above 30 percent with the gjoal of decreating
the fluctuation in grants caused by sizable increases and decreases in interest rates. I
years of inCreasing revenue, grants would be held to a smaller increase than is currently
provided for, so as {o increase cash on hand. Then in years of decreasing revenue, the
cash on hand will be spent down again, to keep grants targer than they would otherwise
have been. 2 :

The recommendation of the Commission and the legal services comrauiity involves a.
three-step calculation for years in which income is increasing: . ] 5y

« The amount for distribution wil be allowed to increase by § percent before
incregsing cash on hand above the current 30 percent, For 2006-2007, this

tmieans'aﬁ: .ingréase-fmm-%-?.Flf?i!liiQD:.io $12.7 million i total grants,

o The funds that would iepresent the next 10 percent incréase—in this case, $1.2
_ million--will go to increasing {he cashi on hand. . R A e B e e

S

‘I years when revenue incraases more than that, the additional amount will ba .
- divided equally betwesn increased grants and increased cashon hand, uptoa
cap of 75 percent of the previous year's available funds.  For this year. there is
$229,520 1o be shared equally between grants-and Increased cash on hand.
Two elenents of this:change will requited ongoing discussion between the Legal
‘Services Trust Fund Gominission and the Legal Aid Association, to arrive at further -
recommendations as needed by this. time next year. The first of these two elements is
the system for distributing the funds Held back when we come upon years of declining
income. It is much more difficuft to come up with an automatic formula for that, itis
‘likely that a policy will be developed after consultation with the Legal Aid Association.

3
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A second issue for ongoing discussion is the cap on the amount hield back to increase
cash on hand. LAAC suggested limiting the cagh on hand tG a specific target, in the
range of 50 to 75 percent. The Trust Fund Commiission has agreed te a 75 percent
cap, and also agreed to discuse whether it should be smaller (or laraer) than that. The
amount tor thie year will be &3 percent. Betwaen now and the next tire the board goes
thirough this p;'ocess, a year from nuw, wa can explore the inest effective cap. This is &
decicion that must i eny case be inade annuslly, based ai: the pariicular income in: that

vear.
CURRENT ARD PROJECT REVENUE AKD CASH ON HAND

Ueing thie revised system for aetermining the grant smount will resuil in geking {he
crard amount for 2006-2007 at $12.7 million. Thiz grant arnount is larcer than ihe ZC05-
2006 dictiouticn, due primarily {o increaged ncome from subsiantisl noreases i the
valence on ceposit in ebiciney-client est sccouins and alvo o small Ficreasas i the
inierest rates on checking acoounis,

We currently expect net IOLTA revenue (incoms less e;r:pena':e.:}ferti i€ period July 1,
2005 through June 20, 2006 to te §14 miliion. At this \r;comes lavel, the prograny
expacts o have on hand as of June 30, 2006 eboui 27.8 million, which iz 52 percent of
lest yeur's net revenuer To celoulate the grent amount for the comiing vsar, we have
zdded o last year's grant ameunt 2 £ percent increase, plus half of the amount by which

net revenue is greater than 15 percent of last year's grants.
RECOMMEHDATION

The ettached scheduie shows the calculation, based on actual experience i date 2nd
projections through the rest of the grant year.

Because money will continue fc be disbursed as i is received, the Trust Fund
Commission will coritinue fo monitor revenue closely and will return with recommend-
ations if there are significant variances from the projections. The agreements signed
with grarit *’emplents will continue te inciude language {o make clear that payment of
these grants is contingent upon the Legal Services Trust Fund Program having
sufiicient money on hand from IOLTA revenue to make the scheduled paymenis. In
addition, the Trust Fund Commission will meet with LAAC over the coming rionths to
evaluate the effectiveness of the procedures used this year and what changes should

be made for the future.

BOARD BOOK/ADMINISTRATIVE MANUAL IMPACT: None.
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FROPOGED RESOGLUTIGRN

The Board Committes o Stakeholder Relatione will have a recommendation at the fime
of vour meeting. If vou aaree with this proposal, the following recolution would be

approptiate:

RESQLYED, upon recommendstion of the Beard Comiriitiee on Stakeholder
Relaticne, thet the Board heieby approves thiet the distribution of IOLTA grente from the
Legal Services Trust Fund Progron: for the grant perivd duly 1, 2008 through June 30,
2007 shall be made in the oider 2nd anner provided by Businese end Profeesione
Coze Teclion 8216, and the funds to be distibuted shall be G12,720.721 valeulzied as

fellows

(1) The amouni profected to be isceived by the Lega! Servicas Tiust Fund
Frogren snd the inlersel esmed thereon from Jube 1, 2008 fhrough June 36,
2006, lolsling $15.256.528, shall be slosated fov fhe grent perod July 1, 2608

thrasgh Junie 38, 7007

AN T T LT 1 s foe  afea b Y gk de P ] g YR N
(£} The edminiclalive cosle © be deducted prion fo distibuiiang ehalf he fie
=} cpen b mf oo o AT ATV YL L N TR ET e g . R TU R Lot & Y Pl T Hg

cosle projectedc for the pedod July 1, 2008 thiough June 30, 2066, iotafi i

$1,220,280,

[
(3) T¢ Le subtrected from the total amcunt prier 1o distribuiion shall bs
$1,200,568, 10 petcent of prior vear net reveriue reserved for cash ori hand.

(4) Alsc o be subirscled from ths total anouni prior to distribution shall be
#114,780, one-higlf of thes amaunt cver 15 peicent of pricy year net revenue
reserved tor cash on hand, and it is :

FURTHER REZOLYED thet grant payments are to be made from furids received
pureuant fo Business and Frofessions Code Section 6212 and the income earned fiom
investment oi such funds, and that payment cf grants is contingent upoi the State Bar
having sufficient roney on hand from such sources to make the scheduled paymants;

and itis

FURTHER RESGLVED that the Legal Services Trust Fund Coimmisgion is

directed to rnoniter program revenue during the grant year and {o recommend action to
change the total grant amount for the vear if needed in the eveni of significant variances

from projections.
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STATE BAR OF CALIFORNIA
Legal Services Trust Fund Distribution

Available Funds for Grant Period 2006-2007

DATE: FEBRUARY 21, 2006 AMOUNT

A.  Revenue: 7/1/05 —6/30/06

2005: 3rd Quarter $ 3,726,984
4th Quarter 3,679,345
2006: 1st Quarter (Projected) 3,900,000
2nd Quarter (Projected) 3,950,000
Total Revenue $ 15,256,329

B. Administrative Costs: 7/1/05 — 6/30/06

7/1/05 — 12/31/05 $ 734,972
1/1/06 — 6/30/06 (Budgeted) 815,308
Less Projected Equal Access Fund Reimbursements (330,000)
Total Administrative Costs $ 1,220,280

C. Cash-on-Hand Calculation

Cash on Hand 6/30/05 $ 5,547,400
Add: Net Revenue 7/1/05 - 6/30/06 14,036,049
Less: 2005-2006 Grants (Net of amounts from past years redistributed) (12,005,677)
Projected Cash on Hand — 6/30/06 (53 percent of prior year net revenue) §$ 7,577,772
Grant Amount Calculation
2005-2006 Net Revenue $ 14,036,049
Less 10 percent reserved for cash on hand { 1,200,568)
Less one-half of amount over 15 percent reserved for cash on hand $ ( 114.760)
Total Grant Amount for 2006-2007 $ 12,720,721
Prior Year Distribution (2005-2006) $ 12,005,677
Percent increase from Prior Year Distribution 6%
ATTACHMENT
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Selection Guidelines for State Bz Appointments {o the
£BA House of Delegetes

The State Bar will strive to appoint meriibers frem its applicant pool meeting & t
following guidelines:

e One (1) delegate who qualifies as the voung lawyer represeritative;
= Up to two (2) delegaies to include the most immsdiate past member of the 4 ,k.;;f =

Board of Governors and any.immediate past cfficer of the ABA from the Calm; :
ABA Delegation;

? E i - -~
« Two (2} merabers who have rict had substzntial volunteer experience but g
possess the leadership arid cthar skills to be successful delegation members; ang, &

¢ Gix (8) delegates whe have substaniiel ber experience, especially with the ABA, & |
are twpiczl of other State Ear appoiniments.
N\

Unlese othenvise suthiorized Ly fhie Board of Govarners, Eeeh cech meribe s |
the State Bar's AB2 delegaticr would be eligible for reappointrnent to ne more ;. -
three (3) consecutive two-year appcintments or a maximum of six (6) con';t-,w-'
yesre of cervice with the delegation. Delegetes who have completed such serds |
may pply in the future zfter a r;enod of not lese than two years from the date of i ‘
e‘ p iration of tie delegate’s last term of service with the State Ear. * ,
fi _
A1 members will be Ancouraged to become broadly participant in ABA activities in orde i
fullv represerit the inferests of California attorneys.

54-166 RESCGLVED, upon recommendation of the Board Committee on Stakehold:
Relations, that the Board hereby approves that the distribution of IOLTA grants fres
the Legal Services Trust Fund Program for the grant period July 1, 2006 thro
June 30, 2007 shall be made in the order and manner provided by Business af
Profsssions Code Section 6216, and the funds to be distributed shali B§ .
$12,720,721 calculated as follows: S 5B

(1) . The amount projected to be received by the Legal Services Trust Fu"’
Program and the interest earned thereon from July 1, 2005 through June 30, 205 13
totaling $ 15,256,329, shall be allocated for the grant period July 1, 2006 throut;i
June 30, 2007. )

(2) The administrative costs to be deducted pricr to distribution shall be the cof
projected for the period July 1, 2005 through June 30, 2008, totaling $1,220,280. “§ *-

(3) To be subtracted from the total amount prior to distribution shall be $1,200, 55?
10 percent of prior year net revenue reserved for cash on hand.

(4) Also to be subtracted from the total amount prior to distribution shall § 1”3 : _-
$114,760, one-half of the amount over 15 percent of prior year net reveﬂ‘f' ‘
reserved for cash on hand, and it is

TC HAWORK\MINUTES\2008\MARCHWins Open Mar 18-06
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FURTHER RESOLVED that grant payments are to be made irom funds received
pursuant to Business and Professions Code Section 8212 and the incorae earned
from investment of such funds, and that payment of grants is contingent upon the
State Bar having sufficient money on hand from ‘'such sources to make the

echeduled payments; and it is

FURTHER RESGLVED that the Legal Services Trust Fund Commission is directed
to monitor program revenue during the grant year and to recommend action to
change the total grant amount for the year if needed in the event of significant

variances from projections.

PESOLVED, upon recommendation of the Committee on Group Insurance
Programs, thai the Board Committee on Operations, acting on behalf of ihe Board
between regularly scheduled meetings, hereby approves the formal
acknowledament of Raphael Cotkin's 25 years of service to the Siate Bar of

Californiz; and it is

FURTHER RESOLVED, that that Board Committee on Operations, acting on kehalf
of the Board between regularly scheduled meetings, hereby authorizes the
Committee on Group insurance Programs to formally present this Board Resclution
to Raphael Cotkin &t it's Planning Session dinner on Monda, March 13,72006.

[The abexvé is a report of emergericy fax-poll action taken by the Board Committee
on Operations on behalf of the Board, March 3 — €, 2006, between regularly

scheduled Board meetings.]

RESOLVED, upon the recommendation of the Los Angeles County Bar Associatior,
that the Board Committee on Operatione, acting on behalf of the Board between
meetings, approves the resolution adopted by the Los Angeles County Bar

Association; and it is

FURTHER RESOLVED, that the Board Committee on Operations, acting on behalf
of the Board between meetings, authorizes participation in this resolution in the
Tribute Book by March 15, 2008, to be presented to the Chief Justice at the dinner

in his honor on April 4, 20086.

[The above is a report of emergency fax-poll action taken by the Board Committee
on Operations on behalf of the Board, March 3 — 6, 2006, between regularty

scheduled Board meetings.]

Upon rﬁotion made, seconded and adopted, it was

RESOLVED, upon recommendation of the Board Committee on Operations, that
the Board hereby reje‘c':ts the Foundation's proposed change to the at-will
termination clause, accepts the Foundation's change to the revenue, and modifies”
Article 2.3 of the MOU along the lines discussed, and delegate to the Executive
Director the authority to communicate a final proposal to the Foundation; anditis

'._' T N ORKIMINTE S\200B ARE Hibins Open Mar 18-06
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Attachment B

THE STATE BAR OF CALIFORNIA
LEGAL SERVICES TRUST FUND PROGRAM
GENERAL GRANT PROVISIONS

(excerpts)

JANUARY 2004

ARTICLE I
GRANT PAYMENT PROVISIONS
2.03 UNEXPENDED FUNDS

At the conclusion of a Grant Period, the Recipient will account to the SBC for the
disposition of the Grant as a part of the financial statements required by Business and
Professions Code § 6222. Any unused portion of the Grant will be returned to the SBC at the
time for such accounting unless the Recipient receives specific authorization from the SBC to
retain all or a portion thereof. Any funds so retained by the Recipient at the direction of the SBC
will be used by the Recipient in the next Grant Period in accordance with the Approved Budget
for such Grant Period. Unused funds which are returned to the SBC shall become a part of
unallocated funds administered by the Commission. Recipients who anticipate expending Grant
funds beyond the end of the Grant Period for which they were awarded should so indicated in the

Budget Narrative.
ARTICLE VII
PROGRAM CHANGES AND BUDGET REVISIONS
7.01 BUDGET REVISIONS

Recipients shall not materially deviate from the Approved Budget without first obtaining
the prior written consent of the Director. A material deviation will be deemed to have occurred in
the event of anticipated or actual expenditures of Grant Funds which are materially greater or

less than as set forth in the Approved Budget, whether in total or by individual line item, or
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which materially alter the ratio of Program to Administrative Costs or which involve a
disposition of property acquired with Grant Funds. Budget amount increases or decreases will be

deemed material when they meet either of the following tests:

1. The individual deviation is in excess of $1,000 and exceeds the lesser of $10,000 or
10% of the Recipient’s Grant for that Grant period; or

2. The accumulated total of all budget deviations since the beginning of the Grant
Period exceeds the lesser of $10,000 or 10% of the Recipient’s Grant for that Grant

Period.

In the event of a material budget deviation, the Recipient shall request a revision of its Approved
Budget. Such request shall be in a writing submitted to the Director fully delineating the request,
the reasons for it, why it is necessary and its effect on the Recipient. The Director may request
such additional information that he or she may deem necessary. If the Director determines that
use of funds is consistent with the Legal Services Trust Fund Program, he or she will approve the

request and the Approved Budget will be deemed amended accordingly.

Recipients shall report all increases or decreases in the approved budget as part of the
quarterly financial report submitted pursuant to grant provision 5.01. This information must be
submitted whether or not the increase or decrease was a material deviation for which prior

consent was required.
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FUNCTIONAL MATRIX: STAFF, LSTFC, AND BOARD OF TRUSTEE CURRENT AND PROPOSED ROLES

Attachment C

Key Grant Approval and Administration

Change from

Current BOT

. Current Staff Role Current Commission Role Proposed Staff Role Proposed Commission Role Policy? Administrative? Proposed BOT Role
Functions by Grant Type P P Current? ¥ Role? P
IOLTA/EAF/Justice Gap/Licensee Fee Statement Grants
Development of Propose rule and guideline | Commission role has been Propose rule and guideline changes; Approve rule and guideline Yes X Unlcear as Approve all rule and guideline changes
policy/guidelines/statutory change changes inconsistent identify "gray areas" and bring to changes, identify need for related to
Commission for review new rules and guidelines to guidelines
address "gray areas";
address "gray areas" through
guideline or rule revision
proposals annually
Review application and audit to Staff determines eligibility | Commission determines | Staff determines whether programs have Commission determines No* None None
determine eligibility for most programs, subject | eligibility (If staff review |met the primary purpose requirement for| eligibility (If staff review
to final Commission reveals substantive issues.) |most programs, and where determination| reveals substantive issues.)
approval Final vote on all eligible is not apparent, staff elevates to Final vote on all eligible
programs. Commission for determination. Staff programs.
prepares agenda item for Commission
review and approval reflecting eligiblity
determination recommendations with
ability to place some or all
recommendations on consent calendar.
Determination of program level Staff runs the formula Commission approval of Staff Approve full list of programs No X None Informational item to BOT
allocations full list of programs and and allocations
allocations
Establish data reporting requirements Staff Commission approval of Staff may propose changes to data Commission approves all Yes X (non-technical X (technical None Approve data reporting requirements
changes inconsistent reporting requirements. changes to data reporting changes) changes) which will be codified in either guidelines
requirements. or rules.
Review/revise carryover policy Staff proposes Commission approves Same Same No X None Approve changes to carryover policy
which will be codified in either guidelines
or rules.
Staff reviews/approves Commission Same Same No X None None

Review of carryover requests

requests between 10% and
25% of total award

reviews/approves requests
in excess of 25%
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FUNCTIONAL MATRIX: STAFF, LSTFC, AND BOARD OF TRUSTEE CURRENT AND PROPOSED ROLES

Attachment C

Key Grant Approval and Administration

Current Staff Role

Current Commission Role

Proposed Staff Role

Proposed Commission Role

Change from

Policy?

Administrative?

Current BOT

Proposed BOT Role

Functions by Grant Type Current? Role?
Review/approve budget revision Staff reviews/approves Commission Same Same No X None None
requests between 10% and | reviews/approves revisions
25% of total award in excess of 25%
Review/revise deeming process/policy Staff proposes Commission approves Staff proposes Commission approves No X None Approve changes to deeming process
which will be codified in rules or
guidelines.
Partnership Grants
Establish evaluation, selection, and Unclear Unclear Staff recommends Commission approves Yes X None Approve (Judicial Council may also need
funding level criteria to approve)
Recommendations for project approval Team of Staff and Team of Staff and Same Same No None Informational item to the BOT
and funding amount Commission Commission
Review/approval of budget revisions Staff reviews/approves Commission Same Same No X None None
requests between 10% and | reviews/approves revisions
25% of total award in excess of 25%
Review/revise carryover policy Staff proposes Commission approves Same Same No X None Approve changes to carryover policy
which will be codified in either guidelines
or rules.
Review/approve carryover requests Staff reviews/approves Commission Same Same No X None None
requests between 10% and | reviews/approves requests
25% of total award in excess of 25%
Bank Grants
Develop policy regarding how funds will [ Joint Staff and Commission | Joint Staff and Commission Same Same No X None Board approval of policy regarding how

be distributed

Effort

Effort; Commission
approved terms of RFP

funds will be distributed
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FUNCTIONAL MATRIX: STAFF, LSTFC, AND BOARD OF TRUSTEE CURRENT AND PROPOSED ROLES Attachment C

Key Grant Approval and Administration Change from Current BOT
v p.p Current Staff Role Current Commission Role Proposed Staff Role Proposed Commission Role & Policy? Administrative? Proposed BOT Role
Functions by Grant Type Current? Role?
Approval of budget revisions Staff reviews/approves Commission Same Same No X None None
requests between 10% and | reviews/approves revisions
25% of total award in excess of 25%
Review/revise carryover policy Staff proposes Commission approves Same Same No X None Approve changes to carryover policy
Review/approve of carryover requests Staff reviews/approves Commission Same Same No X None None
requests between 10% and | reviews/approves requests
25% of total award in excess of 25%
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The STATE BAR Of CALIFORNIA
History of Legal Aid Grants by Year - Based on Grant Year

Attachment D

GRANTS
Grant Year IOLTA E?;::LA EAF Partnership Eit:\iz;nt?cl)iss Setizrr]:ent Totals

1984-85 $ 6,881,000 S 6,881,000
1985-86 10,425,942 10,425,942
1986-87 12,360,011 12,360,011
1987-88 14,894,864 14,894,864
1988-89 15,648,532 15,648,532
1989-90 18,384,261 18,384,261
1990-91 21,581,165 21,581,165
1991-92 21,428,612 21,428,612
1992-93 22,729,133 22,729,133
1993-94 15,200,001 15,200,001
1994-95 5,756,477 5,756,477
1995-96 6,611,789 6,611,789
1996-97 9,275,796 9,275,796
1997-98 10,322,491 10,322,491
1998-99 12,062,740 12,062,740
1999-00 11,316,009 8,550,000 950,000 20,816,009
2000-01 11,048,167 8,550,000 950,000 20,548,167
2001-02 13,502,192 8,550,000 950,000 23,002,192
2002-03 8,334,637 8,550,000 950,000 17,834,637
2003-04 7,540,236 8,550,000 950,000 17,040,236
2004-05 8,355,983 8,707,820 950,000 18,013,803
2005-06 12,005,677 8,563,521 950,000 21,519,198
2006-07 12,720,721 12,574,041 1,397,120 26,691,882
2007-08 13,827,156 14,399,980 1,600,000 29,827,136
2008-09 15,520,448 14,399,971 1,600,000 31,520,419
2009-10 13,968,373 14,400,000 1,625,000 29,993,373
2010-11 11,873,095 18,000,000 2,000,000 31,873,095
2011-12 10,685,784 14,580,000 1,570,000 26,835,784
2012-13 10,685,784 14,665,872 1,624,000 26,975,656
2013-14 14,425,869 14,462,200 1,518,000 30,406,069

2015 10,098,108 16,263,394 1,441,604 27,803,106

2016 11,088,089 12,750,000 1,419,000 4,872,790 30,129,879

2017 11,035,486 17,199,506 1,702,000 7,089,925 37,026,917

2018 13,849,656 22,889,072 2,845,710 9,891,289 49,475,727

2019 27,463,024 22,923,100 2,575,000 14,800,001 9,452,789 77,213,914

2020 55,294,144 23,399,148 2,666,000 5,049,999 11,111,629 97,520,920

Totals $ 508,201,452 | $ 292,927,625 | $ 32,233,434 | $ 19,850,000 | S 42,418,422 | S 895,630,933

Notes: 1) 2013-14 IOLTA grants include 18 month period from July 2013 to Dec 2014.

2) 2015 EAF grants include 15 month period from Oct 2014 to Dec 2015.

C:\Users\hongh\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.Outlook\ZIMWR8D6\History of Grant Distributions.xlsx

3/23/2020 - 4:14 PM




The STATE BAR of CALIFORNIA - OFFICE of ACCESS & INCLUSION * Based on General Ledger

Bank Settlement, Equal Access, Justice Gap, & Legal Services Trust Funds Attachment D

Average FFR Interest Rate 1.92% 0.16% 0.18% 0.10% 0.14% 0.11% 0.09% 0.13% 0.39% 1.00% 1.79%
Income 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Bank Trust Account Revenue $ 22,268,850 $ 6,540,851 $ 6,793,426 S 6,077,611 $ 5,007,709 S 4,992,897 $ 5,225,763 S 5,584,435 $ 6,439,199 S 7,036,095 $ 20,910,031
Liscensee Fee Statement-Opt out - - - 1,670,370 3,304,600 3,280,250 4,843,352 6,347,184 6,332,929 6,863,038 6,030,730
Justice Gap Donations 609,392 1,040,068 868,382 2,214,528 1,041,706 969,523 1,022,211 1,161,470 1,409,276 980,045
Transfer from Affinity & Insurance - - - - 2,000,000 - - 400,000 - - 463,845
Transfer from Legislative Activities - - - - - 2,000,000 - - - -
Tax-Intercept Funds - - - - - - 178,289 99,134 75,822 119,584 154,868
Grants & Grant Repayments 6,128 13,993 5,417 7,353 5,867 - - - - 46,753 5,000
Investment Income 634,273 177,417 51,655 18,128 14,242 14,648 13,594 14,193 56,941 77,687 143,834
IOLTA Sub-Total 24,718,174 7,341,653 7,890,566 8,641,844 12,546,946 11,329,501 11,230,521 13,467,157 14,066,361 15,552,433 28,688,353
Equal Access-CA General Funds 12,215,898 10,979,325 10,605,450 10,070,700 10,002,050 10,392,000 10,392,000 10,392,000 12,642,000 17,642,000 20,392,000
Equal Access-AB145 Filing Fees 6,104,395 5,696,068 6,323,433 5,818,791 5,706,445 5,617,106 3,806,328 3,701,281 3,800,000 4,433,556 4,926,673
Equal Access-State Bar Admin 514,575 566,446 526,379 528,451 527,199 525,120 498,910 442,413 457,500 550,626 487,904
Grant Repayments 15,682 5,866 4,321 7,737 57,735 8,123 - - - - 116,876
Investment Income 80,673 18,861 12,802 3,355 (1,514) (7,332) (4,429) (1,324) 2,392 10,073 (45,597)
EAF Sub-Total 18,931,223 17,266,566 17,472,385 16,429,034 16,291,915 16,535,017 14,692,809 14,534,370 16,901,892 22,636,255 25,877,856
Bank Settlement Awards - - - - - - - 6,085,197 44,778,670 - -
Grants & Grant Repayments - - - - - - - - - 15,976 11,928
Investment Income - - - - - - 155,347 287,025 658,219
Bank Settlement Sub-Total - - - - - - - 6,085,197 44,934,017 303,001 670,147
Total Income $ 43,649,397 $ 24,608,219 $ 25,362,951 $ 25,070,878 $ 28,838,861 $ 27,864,518 $ 25,923,330 $ 34,086,724 $ 75,902,270 $ 38,491,689 $ 55,236,356
General & Admin Expenses _ _

Employees as of December” 10 10 10 10 10 10 9 8 10 10 9
Personnel S 902,007 $ 1,034,490 $ 970,071 $ 1,037,705 $ 1,042,168 $ 1,092,472 $ 1,077,398 $ 1,094,524 $ 1,111,466 $ 1,225,475 1,499,029
Operating 217,838 84,046 101,381 115,291 105,593 105,135 148,573 130,371 47,013 85,894 61,442
Equal Access-/LAAC 193,205 202,867 192,888 174,548 169,748 226,699 154,222 229,296 198,865 197,740 178,615
Indirect Costs 327,116 312,876 354,496 462,773 493,622 469,861 398,910 578,654 663,120 806,376 829,804
General & Admin Sub-Total 1,640,166 1,634,279 1,618,836 1,790,317 1,811,131 1,894,167 1,779,103 2,032,845 2,020,464 2,315,485 2,568,890
Grant Award Distributions

Legal Services Trust (IOLTA) 15,543,372 13,952,109 11,866,435 10,685,785 10,685,783 9,617,213 4,808,577 10,064,288 11,088,089 11,035,486 13,849,656
Equal Access 16,158,761 16,158,554 17,831,833 18,245,360 16,142,680 16,264,319 12,020,468 17,610,257 14,837,423 20,804,644 25,677,762
Bank Settlement - - - - - - 4,872,790 7,089,925 9,891,289
Grant Expense Sub-Total 31,702,133 30,110,663 29,698,268 28,931,145 26,828,463 25,881,532 16,829,045 27,674,545 30,798,302 38,930,055 49,418,707
Total Expenses $ 33,342,299 $ 31,744,942 $ 31,317,104 $ 30,721,462 $ 28,639,594 $ 27,775,699 $ 18,608,148 $ 29,707,390 $ 32,818,766 $ 41,245,540 $ 51,987,597
General & Admin Exp/Total Expense 4.92% 5.15% 5.17% 5.83% 6.32% 6.82% 9.56% 6.84% 6.16% 5.61% 4.94%
Year-End Net Position (Net Assets)

Legal Services Trust (IOLTA)” $ 16,048,383 S 8,401,696 S 3,269,770 S (49,922) $ 500,717 S 922,462 S 4,914,889 S 12,872,226 S 10,260,650 S 11,171,340 S 24,082,586
Total Year-End Net Position $ 16,048,383 $ 8,401,696 S 3,269,770 S (49,922) $ 500,717 $ 922,462 $ 4,914,889 $ 12,872,226 $ 10,260,650 $ 11,171,340 $ 24,082,586

Percentage Net Assets to IOLTA
distribution 103% 60% 28% 0% 5% 10% 102% 128% 93% 101% 174%




Attachment D

Legal Services Trust Fund (IOLTA) 2020 Grants Distribution Vs. Up to Date Figures for 2020 and Projections SCENARIO 1 - No Change
Updated as 4.20.20
Projected Available Funds for Next Year's Grants (unaudited #s)
2020 2020 2021 2022 2023 2024
Approved 5/19 Estimates
A. Revenue - January through December (prior year) Note that these are revenues for the prior calendar year listed in each column
Jan-March actual IOLTA Revenue 10,851,720 10,851,720 8,808,879 8,200,000 8,200,000 8,200,000
April-Dec projected IOLTA Revenue 30,384,816 35,602,396 6,150,000
Justice Gap Funds including cy pres 1,000,000 1,537,668 1,000,000 1,000,000
Fee Statement Contributions (opt out) 6,000,000 6,255,553 6,000,000 4,800,000 4,800,000 4,800,000
Projected Interest & Tax Intercept Funds 250,000 749,813 300,000 250,000 250,000 250,000
Total Revenue: 48,486,536 54,997,150 22,258,879 14,250,000 13,250,000 13,250,000
B. Expenses - January through December (prior year)
IOLTA Grant Distributions - Prior Year 27,463,024 27,463,024 55,294,144 20,590,926 13,328,675 11,652,771
Administration, Net of EAF & Bank Settlement 2,100,000 1,863,243 2,100,000 2,100,000 2,100,000 2,100,000
Total Expenses: 29,563,024 29,326,267 57,394,144 22,690,926 15,428,675 13,752,771
C. Prior Year Net Surplus/(Loss) $ 18,923,512 $ 25,670,883 $ (35,135,265) $ (8,440,926) $ (2,178,675) $  (502,771)

D. Projected Net Assets at December of Prior Year
Beginning Net Assets of prior year* 24,082,586 24,082,586 49,753,469 14,618,204 6,177,278 3,998,603
Projected Revenue over Expenses* 18,923,512 25,670,883 (35,135,265) (8,440,926) (2,178,675) (502,771)

Prior Year Ending Net Assets: $ 43,006,098 $ 49,753,469 $ 14,618,204 $ 6,177,278 $ 3,998,603 S 3,495,831

E. Current Year Projected Revenue & Expenses

IOLTA Revenue 39,066,192 14,958,879 8,200,000 8,200,000 8,200,000 8,200,000

Justice Gap Revenue 900,000 1,000,000 1,000,000
Fee Statement Contributions 4,000,000 6,000,000 4,800,000 4,800,000 4,800,000 4,800,000
Interest Income & Tax Intercept Funds 250,000 300,000 250,000 250,000 250,000 250,000
Administration, Net of EAF & Bank Settlement (2,250,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000)
Current Year Revenue after Admin Expenses: 41,966,192 20,158,879 12,150,000 11,150,000 11,150,000 11,150,000
Prior Year Ending Net Assets: 43,006,098 49,753,469 S 14,618,204 S 6,177,278 S 3,998,603 S 3,495,831

| Funds Available: $ 84,972,290 $ 69,912,348 $ 26,768,204 $ 17,327,278 $ 15,148,603 $ 14,645,831 |

F. Grants
Grant distribution from prior year 27,463,024 27,463,024 55,294,144 20,590,926 13,328,675 11,652,771
5% of 2019 Grants to Programs” 1,373,151 1,373,151
Remainder Split between Reserve and Grants” 26,694,907 26,694,907
Grant Adjustments (236,938)
Total Current Year Grants: $ 55,531,082 55,294,144 20,590,926 13,328,675 11,652,771 11,266,024
% Change over Previous Grant Allocation: 102% 102% -63% -35% -13% -3%

G. Reserve/Cash on Hand/Net Assets

10% of 2019 Grants to Stabilization Reserve® 2,746,302
Remainder Split between Reserve and Programs” 26,694,907
Projected Reserve/Year End Net Assets: $ 29,441,209 14,618,204 6,177,278 3,998,603 3,495,831 3,379,807

Reserve as % of Current Year Grants™: 53% 26% 30% 30% 30% 30%
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Legal Services Trust Fund (IOLTA) 2020 Grants Distribution Vs. Up to Date Figures for 2020 and Projections SCENARIO 2: 13% Change
0,
Updated as 4.20.20 1 3 A)
Projected Available Funds for Next Year's Grants (unaudited #s) Change
2020 2020 2020 2021 2022 2023 2024
Approved 5/19 Estimates
A. Revenue - January through December (prior year) Note that these are revenues for the prior calendar year listed in each column
Jan-March actual IOLTA Revenue 10,851,720 10,851,720 10,851,720 8,808,879 8,200,000 8,200,000 8,200,000
April-Dec projected IOLTA Revenue 30,384,816 35,602,396 35,602,396 6,150,000
Justice Gap Funds including cy pres 1,000,000 1,537,668 1,537,668 1,000,000 1,000,000
Fee Statement Contributions (opt out) 6,000,000 6,255,553 6,255,553 6,000,000 4,800,000 4,800,000 4,800,000
Projected Interest & Tax Intercept Funds 250,000 749,813 749,813 300,000 250,000 250,000 250,000
Total Revenue: 48,486,536 54,997,150 54,997,150 22,258,879 14,250,000 13,250,000 13,250,000
B. Expenses - January through December (prior year)
IOLTA Grant Distributions - Prior Year 27,463,024 27,463,024 27,463,024 48,001,111 26,200,952 14,623,297 11,951,530
Administration, Net of EAF & Bank Settlement 2,100,000 1,863,243 1,863,243 2,100,000 2,100,000 2,100,000 2,100,000
Total Expenses: 29,563,024 29,326,267 29,326,267 50,101,111 28,300,952 16,723,297 14,051,530
C. Prior Year Net Surplus/(Loss) $ 18,923,512 $ 25,670,883 $ 25,670,883 $ (27,842,232) $ (14,050,952) $ (3,473,297) $ (801,530)
D. Projected Net Assets at December of Prior Year
Beginning Net Assets of prior year* 24,082,586 24,082,586 24,082,586 49,753,469 21,911,237 7,860,285 4,386,989
Projected Revenue over Expenses* 18,923,512 25,670,883 25,670,883 (27,842,232) (14,050,952) (3,473,297) (801,530)

Prior Year Ending Net Assets: $ 43,006,098 $ 49,753,469 $ 49,753,469 $ 21,911,237 $ 7,860,285 $ 4,386,989 $ 3,585,459

E. Current Year Projected Revenue & Expenses

IOLTA Revenue 39,066,192 14,958,879 14,958,879 8,200,000 8,200,000 8,200,000 8,200,000

Justice Gap Revenue 900,000 1,000,000 1,000,000 1,000,000
Fee Statement Contributions 4,000,000 6,000,000 6,000,000 4,800,000 4,800,000 4,800,000 4,800,000
Interest Income & Tax Intercept Funds 250,000 300,000 300,000 250,000 250,000 250,000 250,000
Administration, Net of EAF & Bank Settlement (2,250,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000)
Current Year Revenue after Admin Expenses: 41,966,192 20,158,879 20,158,879 12,150,000 11,150,000 11,150,000 11,150,000
Prior Year Ending Net Assets: 43,006,098 49,753,469 49,753,469 $ 21,911,237 $ 7,860,285 S 4,386,989 $ 3,585,459

| Funds Available: $ 84,972,290 $ 69,912,348 $ 69,912,348 $ 34,061,237 $ 19,010,285 $ 15,536,989 $ 14,735,459|

F. Grants
Grant distribution from prior year 27,463,024 27,463,024 27,463,024 48,001,111 26,200,952 14,623,297 11,951,530
5% of 2019 Grants to Programs” 1,373,151 1,373,151 1,373,151
Remainder Split between Reserve and Grants” 26,694,907 26,694,907 19,164,936
Grant Adjustments (236,938)
Total Current Year Grants: $ 55,531,082 55,294,144 48,001,111 26,200,952 14,623,297 11,951,530 11,334,968
% Change over Previous Grant Allocation: 102% 101% 75% -45% -44% -18% -5%

G. Reserve/Cash on Hand/Net Assets

10% of 2019 Grants to Stabilization Reserve® 2,746,302 2,746,302
Remainder Split between Reserve and Programs” 26,694,907 19,164,936
Projected Reserve/Year End Net Assets: $ 29,441,209 14,618,204 21,911,238 7,860,285 4,386,989 3,585,459 3,400,491

Reserve as % of Current Year Grants™: 53% 26% 46% 30% 30% 30% 30%




Legal Services Trust Fund (IOLTA) 2020 Grants Distribution vs. Up to Date Figures for 2020 and Projections

Attachment D

SCENARIO 3: 25% Change

0,
Updated as 4.20.20 25 A)
Projected Available Funds for Next Year's Grants (unaudited #s) Change
2020 2020 2020 2021 2022 2023 2024
Approved 5/19 Estimates
A. Revenue - January through December (prior year) Note that these are revenues for the prior calendar year listed in each column
Jan-March actual IOLTA Revenue 10,851,720 10,851,720 10,851,720 8,808,879 8,200,000 8,200,000 8,200,000
April-Dec projected IOLTA Revenue 30,384,816 35,602,396 35,602,396 6,150,000
Justice Gap Funds including cy pres 1,000,000 1,537,668 1,537,668 1,000,000 1,000,000
Fee Statement Contributions (opt out) 6,000,000 6,255,553 6,255,553 6,000,000 4,800,000 4,800,000 4,800,000
Projected Interest & Tax Intercept Funds 250,000 749,813 749,813 300,000 250,000 250,000 250,000
Total Revenue: 48,486,536 54,997,150 54,997,150 22,258,879 14,250,000 13,250,000 13,250,000
B. Expenses - January through December (prior year)
IOLTA Grant Distributions - Prior Year 27,463,024 27,463,024 27,463,024 41,470,608 31,224,415 15,782,557 12,219,052
Administration, Net of EAF & Bank Settlement 2,100,000 1,863,243 1,863,243 2,100,000 2,100,000 2,100,000 2,100,000
Total Expenses: 29,563,024 29,326,267 29,326,267 43,570,608 33,324,415 17,882,557 14,319,052
C. Prior Year Net Surplus/(Loss) $ 18,923,512 $ 25,670,883 25,670,883 $ (21,311,729) $ (19,074,415) $ (4,632,557) $ (1,069,052)
D. Projected Net Assets at December of Prior Year
Beginning Net Assets of prior year* 24,082,586 24,082,586 24,082,586 49,753,469 28,441,740 9,367,325 4,734,767
Projected Revenue over Expenses* 18,923,512 25,670,883 25,670,883 (21,311,729) (19,074,415) (4,632,557) (1,069,052)
Prior Year Ending Net Assets: $ 43,006,098 $ 49,753,469 49,753,469 $ 28,441,740 $ 9,367,325 $ 4,734,767 $ 3,665,716
E. Current Year Projected Revenue & Expenses
IOLTA Revenue 39,066,192 14,958,879 14,958,879 8,200,000 8,200,000 8,200,000 8,200,000
Justice Gap Revenue 900,000 1,000,000 1,000,000 1,000,000
Fee Statement Contributions 4,000,000 6,000,000 6,000,000 4,800,000 4,800,000 4,800,000 4,800,000
Interest Income & Tax Intercept Funds 250,000 300,000 300,000 250,000 250,000 250,000 250,000
Administration, Net of EAF & Bank Settlement (2,250,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000)
Current Year Revenue after Admin Expenses: 41,966,192 20,158,879 20,158,879 12,150,000 11,150,000 11,150,000 11,150,000
Prior Year Ending Net Assets: 43,006,098 49,753,469 49,753,469 S 28,441,740 S 9,367,325 S 4,734,767 $ 3,665,716
| Funds Available: $ 84,972,290 $ 69,912,348 69,912,348 $ 40,591,740 $ 20,517,325 $ 15,884,767 $ 14,815,716 |
F. Grants
Grant distribution from prior year 27,463,024 27,463,024 27,463,024 41,470,608 31,224,415 15,782,557 12,219,052
5% of 2019 Grants to Programs” 1,373,151 1,373,151
Remainder Split between Reserve and Grants” 26,694,907 26,694,907
Grant Adjustments (236,938)
Total Current Year Grants: $ 55,531,082 55,294,144 41,470,608 31,224,415 15,782,557 12,219,052 11,396,704
% Change over Previous Grant Allocation: 102% 101% 51% -25% -49% -23% -7%
G. Reserve/Cash on Hand/Net Assets
10% of 2019 Grants to Stabilization Reserve? 2,746,302
Remainder Split between Reserve and Programs” 26,694,907
Projected Reserve/Year End Net Assets: $ 29,441,209 14,618,204 28,441,740 9,367,325 4,734,767 3,665,716 3,419,011
Reserve as % of Current Year Grants™: 53% 26% 69% 30% 30% 30% 30%




Legal Services Trust Fund (IOLTA) 2020 Grants Distribution Vs. Up to Date Figures for 2020 and Projections
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SCENARIO 4: 33% Change

0,
Updated as 4.20.20 33 A)
Projected Available Funds for Next Year's Grants (unaudited #s) Change
2020 2020 2020 2021 2022 2023 2024
Approved 5/19 Estimates
A. Revenue - January through December (prior year) Note that these are revenues for the prior calendar year listed in each column
Jan-March actual IOLTA Revenue 10,851,720 10,851,720 10,851,720 8,808,879 8,200,000 8,200,000 8,200,000
April-Dec projected IOLTA Revenue 30,384,816 35,602,396 35,602,396 6,150,000
Justice Gap Funds including cy pres 1,000,000 1,537,668 1,537,668 1,000,000 1,000,000
Fee Statement Contributions (opt out) 6,000,000 6,255,553 6,255,553 6,000,000 4,800,000 4,800,000 4,800,000
Projected Interest & Tax Intercept Funds 250,000 749,813 749,813 300,000 250,000 250,000 250,000
Total Revenue: 48,486,536 54,997,150 54,997,150 22,258,879 14,250,000 13,250,000 13,250,000
B. Expenses - January through December (prior year)
IOLTA Grant Distributions - Prior Year 27,463,024 27,463,024 27,463,024 37,047,076 25,000,000 25,000,000 13,319,440
Administration, Net of EAF & Bank Settlement 2,100,000 1,863,243 1,863,243 2,100,000 2,100,000 2,100,000 2,100,000
Total Expenses: 29,563,024 29,326,267 29,326,267 39,147,076 27,100,000 27,100,000 15,419,440
C. Prior Year Net Surplus/(Loss) $ 18,923,512 $ 25,670,883 25,670,883 $ (16,888,197) $ (12,850,000) $ (13,850,000) $ (2,169,440)
D. Projected Net Assets at December of Prior Year
Beginning Net Assets of prior year* 24,082,586 24,082,586 24,082,586 49,753,469 32,865,272 20,015,272 6,165,272
Projected Revenue over Expenses* 18,923,512 25,670,883 25,670,883 (16,888,197) (12,850,000) (13,850,000) (2,169,440)
Prior Year Ending Net Assets: $ 43,006,098 $ 49,753,469 49,753,469 $ 32,865,272 $ 20,015,272 $ 6,165,272 $ 3,995,832
E. Current Year Projected Revenue & Expenses
IOLTA Revenue 39,066,192 14,958,879 14,958,879 8,200,000 8,200,000 8,200,000 8,200,000
Justice Gap Revenue 900,000 1,000,000 1,000,000 1,000,000
Fee Statement Contributions 4,000,000 6,000,000 6,000,000 4,800,000 4,800,000 4,800,000 4,800,000
Interest Income & Tax Intercept Funds 250,000 300,000 300,000 250,000 250,000 250,000 250,000
Administration, Net of EAF & Bank Settlement (2,250,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000) (2,100,000)
Current Year Revenue after Admin Expenses: 41,966,192 20,158,879 20,158,879 12,150,000 11,150,000 11,150,000 11,150,000
Prior Year Ending Net Assets: 43,006,098 49,753,469 49,753,469 $ 32,865,272 $ 20,015,272 $ 6,165,272 $ 3,995,832
| Funds Available: $ 84,972,290 $ 69,912,348 69,912,348 $ 45,015,272 $ 31,165,272 $ 17,315,272 $ 15,145,832 |
F. Grants
Grant distribution from prior year 27,463,024 27,463,024 27,463,024 37,047,076 25,000,000 25,000,000 13,319,440
5% of 2019 Grants to Programs”® 1,373,151 1,373,151
Remainder Split between Reserve and Grants® 26,694,907 26,694,907
Grant Adjustments (236,938)
Total Current Year Grants: $ 55,531,082 55,294,144 37,047,076 25,000,000 25,000,000 13,319,440 11,650,640
% Change over Previous Grant Allocation: 102% 101% 35% -33% 0% -47% -13%
G. Reserve/Cash on Hand/Net Assets
10% of 2019 Grants to Stabilization Reserve® 2,746,302
Remainder Split between Reserve and Programs” 26,694,907
Projected Reserve/Year End Net Assets: $ 29,441,209 14,618,204 32,865,272 20,015,272 6,165,272 3,995,832 3,495,192
Reserve as % of Current Year Grants™: 53% 26% 89% 80% 25% 30% 30%
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The State Bar
. . OFFICE OF ACCESS & INCLUSION
of California

Date: May 4, 2020

Subject:  Answers to Frequently Asked Questions About IOLTA Funding During the Covid-19
Crisis

As a reminder, please complete the IOLTA Distribution Survey by Friday, May
8™,

What is the outlook for IOLTA funding next year and into the future?

e We know that the Federal Funds Target Rate decreased from 2.5 percent a year ago to
its current rate of zero to 0.25 percent and is likely to stay there for some time. While in
2019, actual revenues exceeded estimates by roughly S5 million, for the 2020 calendar
year, we anticipate the IOLTA revenue will drop from our projection of $39 million to
approximately S15 million. Assuming, as is likely, that the Federal Funds Target Rate
does not increase in 2021, IOLTA revenue will be close to $8 million in successive years.

Because interest rates had been rising in past years, and because we were successful in
getting many banks to further increase the interest rates for IOLTA accounts, grants over
the last few years have significantly increased.

At the same time, the Commission and the Board of Trustees is monitoring the situation
closely and may have to consider reducing undistributed 2020 grant funds to avoid large
swings in the annual grants for 2021 and future years.

Many factors will come into play in the recommendations of the Commission and the
decision of the Board of Trustees, including our ability to advocate for more money to
broadly support legal aid, and the ability of legal aid organizations to tap into stimulus
funds.

Possible Reduction to 2020 IOLTA Grant Funds
IOLTA funding is a large portion of our organization’s funding. Will the State Bar take this into

consideration when determining a possible reduction to undistributed 2020 IOLTA grant
funds?

San Francisco Office www.calbar.ca.gov Los Angeles Office
180 Howard Street 845 S. Figueroa Street
San Francisco, CA 94105 Los Angeles, CA 90017
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e Yes. We know IOLTA funding is a large percentage of some organizations’ overall
funding. This will be one of many factors taken into consideration.

When will we know if there will be a reduction to the undistributed 2020 IOLTA grant funds?
e The Commission will discuss the data from the IOLTA Distribution Survey in at a meeting
in May and approve a recommendation at its meeting on June 26. The Commission’s
recommendation will be discussed and decided at the Board of Trustees’ meeting on July
16. After each meeting we will send an update via email.

Will a reduction to the 2020 IOLTA grant only effect IOLTA funding?

e Yes. EAF, EAF Homelessness Prevention, Partnership, and Bank Grants will not be subject
to the reduction.

Will a reduction of 2020 IOLTA grant funds be for the whole year?

e Yes. The reduction will be calculated on the total amount of the 2020 IOLTA grant
awarded. Depending on the percentage of the reduction (13%, 25%, or 33%), it will be
held from either the fourth quarter payment or the third and fourth quarter payments
(33%).

Can we have the reduction taken from a different quarterly payment?

e No. However, your organization does not have to spend down an even amount of each
2020 quarterly payment. For example, if your organization received other funds that
need to be spent down in the second quarter, you can budget your IOLTA funds to be
spent down during the third and fourth quarter.

Will the Board’s decision apply for all grantees?

e Yes. We understand we will not have consensus across grantees which is why many
factors will be taken into consideration.

Will there be a cut in 2021 Equal Access Funds?
e We do not currently anticipate a change to this funding.
Quarterly Reporting

Can we submit a quarterly report that indicates we didn’t spend any IOLTA funds?
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e Yes. Quarterly reports are a tool to help your organization with its budget. However, if
you anticipate a material budget deviation your organization should submit a budget
revision as soon as possible. See questions in the “Budget Revision” section below for
more information.

Carry-Over
Can we carry over unspent funds from our 2020 IOLTA grant into 2021?

e Yes; however, your organization must submit a carry-over request for review and
approval if the unspent funds are equal to or greater than 10 percent of the total grant.*
State Bar staff review and decide on requests less than 25 percent of the total grant. The
Commission reviews and decides on requests greater than or equal to 25 percent of the
total grant. See questions below for additional information. Organizations generally
know by the end of the third quarter if they will have unspent funds. The deadline for
carry-over requests is November 2, 2020.

How long does it take to approve a carry-over request?

e Requests equal to or less than 25 percent of the total grant will be reviewed and
approved by State Bar staff. Requests are typically approved within several business days
depending on the volume of requests received.*

e Requests greater than 25 percent of the total grant require approval of the Commission.
Requests submitted by the November 2, 2020 deadline will be discussed and decided by
the Commission at its meeting on November 13, 2020.*

If our carry-over request is approved, how long do we have to spend down our funds?

e Remaining grant funds are traditionally approved to be spent during a 180-day carry-
over period (January 1 through June 30, 2021. However, the Commission will be flexible
with IOLTA carry-over requests for 2020 grants.

How do we submit a carry-over request?

e Contact Frank Bittner, Senior Financial Analyst at Frank.Bittner@calbar.ca.gov and your
organization’s assigned State Bar contact. The form will be released to you in
SmartSimple within 2 business day of your request.

Budget Revisions

What triggers the need to submit a budget revision request?
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e A material deviation from your organization’s approved budget requires a budget
revision. An Individual line item or total budget deviation that does not exceed the lesser
of 10% of the total grant or 510,000 is not considered material and thus automatically
approved.

When should we submit a budget revision request?

e Budget revisions should be submitted during the grant year as soon as a material
deviation is projected. The deadline for budget revision requests is November 2, 2020.

How long does it take to approve a budget revision request?

e Requests equal to or less than 25 percent of the total grant will be reviewed and
approved by State Bar staff. Requests are typically approved within several business days
depending on the volume of requests received. *

e Requests greater than 25 percent of the total grant require approval of the Commission.
Requests will be discussed and decided by the Commission at its next upcoming
meeting. *

O Requests may be submitted at the same time as a carry-over request, in which
case, if submitted by the November 2 deadline, the Commission will discuss and
reach a decision at its meeting on November 13, 2020.

How do we submit a budget revision request?
e Contact Frank Bittner, Senior Financial Analyst at Frank.Bittner@calbar.ca.gov and your

organization’s assigned State Bar contact. The form will be released to you in
SmartSimple within 2 business day of your request.

The Budget instructions indicate at least 75 percent of each IOLTA and EAF grant must be
allocated to program expenses, as opposed to administration expenses. Can we deviate from
the 75 percent allocation in our budget revision request?

e Yes. Organizations have always been able to deviate from these percentages. A
deviation triggers another level of review by the Commission. A proposed budget revision
with less than 75 percent allocated to program expenses will need to be reviewed and
approved by the Commission. The Commission will be flexible with these requests for
2020 IOLTA funding.

*Revised on May 14, 2020 based on approved Functional Matrix.
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Question 1: In light of the pandemic (court closures, mandatory telecommuting, etc.),
do you anticipate your agency expenses to be lower than you budgeted in 2020?
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Question 1: In light of the pandemic (court closures, mandatory telecommuting, etc.),
do you anticipate your agency expenses to be lower than you budgeted in 2020?

In light of the pandemic (court closures,

mandatory telecommuting, etc.), do you

anticipate your agency expenses to be Total Corporate

lower than you budgeted in 2020? Expenditures

500,000 - 2,000,000 - Grand
0-500,000 2,000,000 5,000,000 5,000,000+ Total

a. No change in expenses 2 11 6 9 28
b. Less than 10% decrease 5 3 3 5 16
c. Decrease between 10% to 30% 1 1 1 3
e. Less than 10% increase 2 2 5 2 11
f. Increase between 10% to 30% 1 7 2 4 14

SC 3 8 5 4 20
a. No change in expenses 2 4 4 1 11
b. Less than 10% decrease 1 1 3 5
c. Decrease between 10% to 30% 1 1
e. Less than 10% increase 2 2
f. Increase between 10% to 30% 1 1

Grand Total 13 32 22 26 93
Option d. More than a 30% decrease
was not selected by any program
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Question 2: In light of the pandemic (court closures, mandatory telecommuting, etc.),
do you anticipate your agency income (from sources other than the State Bar) to be
lower than you expected in 2020?
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Question 2: In light of the pandemic (court closures, mandatory telecommuting, etc.),

do you anticipate your agency income (from sources other than the State Bar) to be

lower than you expected in 2020?

In light of the pandemic (court closures, mandatory
telecommuting, etc.), do you anticipate your agency
income (from sources other than the State Bar) to be
lower than you expected in 2020?

Total Corporate
Expenditures

500,000 - 2,000,000 - Grand
0-500,000 2,000,000 5,000,000 5,000,000+ | Total
LSP 10 24 17 py. 73
a. Income will be lower by more than 30% 3 2 2 2 9
b. Income will be lower by more than 10%, but less
than 30% 5 17 11 9 42
c. Income will be about the same 2 5 4 5 16
d. Income will be higher by more than 10%, but less
than 30% 5 5
e. Income will be higher by more than 30% 1 1
SC 3 8 5 4 20
a. Income will be lower by more than 30% 1 1 2
b. Income will be lower by more than 10%, but less
than 30% 2 5 2 1 10
c. Income will be about the same 1 2 2 3 8
Grand Total 13 32 22 26 93
The following options were not selected by any
Support Center:

d. Income will be higher by more than 10%, but less
than 30%

e. Income will be higher by more than 30% was not
selected by any Support Center
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Question 3: In light of the pandemic, do you anticipate your agency expenses to be
lower in 2021 than you originally planned?
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Question 3: In light of the pandemic, do you anticipate your agency expenses to be

lower in 2021 than you originally planned?

In light of the pandemic, do you anticipate
your agency expenses to be lower in 2021
than you originally planned? Total Corporate
Expenditures
500,000 - 2,000,000 -
0-500,000 2,000,000 5,000,000 5,000,000+ |Grand Total
LSP 10 24 17 22 73
a. No change in expenses 7 8 8 9 32
b. Less than 10% decrease 1 5 2 5 13
c. Decrease between 10% to 30% 1 2 1 1 5
e. Less than 10% increase 1 4 3 3 11
f. Increase between 10% to 30% 5 3 3 11
g. More than a 30% increase 1 1
SC 3 8 5 4 20
a. No change in expenses 2 5 2 1 10
b. Less than 10% decrease 1 1 2 4
c. Decrease between 10% to 30% 1 1 1 3
e. Less than 10% increase 1 1 2
f. Increase between 10% to 30% 1 1
Grand Total 13 32 22 26 93
The following option was not selected by
any LSP:

d. More than a 30% decrease

The following options were not selected
by any Support Center:

d. More than a 30% decrease

g. More than a 30% increase
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Question 4: In light of the pandemic, do you anticipate your agency income (from
sources other than the State Bar) to be lower in 2021 than you originally planned?
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sources other than the State Bar) to be lower in 2021 than you originally planned?

Attachment F
Question 4: In light of the pandemic, do you anticipate your agency income (from

In light of the pandemic, do you anticipate your agency
income (from sources other than the State Bar) to be lower
in 2021 than you originally planned?

Total Corporate
Expenditures

500,000 - 2,000,000 -
0-500,000 2,000,000 5,000,000 [5,000,000+| Grand Total

LSP 10 24 17 py. 73

a. Income will be lower by more than 30% 3 4 2 3 12

b. Income will be lower by more than 10%, but less than

30% 5 17 9 16 47

c. Income will be about the same 2 3 5 2 12

d. Income will be higher by more than 10%, but less than

30% 1 1 2
SC 3 8 5 4 20

a. Income will be lower by more than 30% 1 1 2 4

b. Income will be lower by more than 10%, but less than

30% 1 6 3 3 13

c. Income will be about the same 1 1 1 3
Grand Total 13 32 22 26 93

The following option was not selected by any LSP:

e. Income will be higher by more than 30%

The following options were not selected by any Support
Center:

d. Income will be higher by more than 10%, but less than
30%

e. Income will be higher by more than 30%
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Question 5: Rank the order in which you have a preference (from 1-4, with 1 being most

preferred)

Attachment F

Proportion of Responses for Each Scenario
Across Ranking Choice
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Question 5: Rank the order in which you have a preference (from 1-4, with 1 being most
preferred)

Weighted Scores Based on Ranking
Choices
2.74 2.74
2.30 327
No change 13% reduction 2 5% reduction 33% reduction

Weight 40% 30% 20% 10% Weighted Score  Total Responses

Ranked #1  Ranked #2 Ranked #3 Ranked #4
No change 29 12 10 42 2.3 93
13%
reduction 17 37 37 2 2.74 93
25%
reduction 19 33 39 2 2.74 93

33%
reduction 28 11 7 55 47 2.22 93




Question 5: Rank preference (from 1-4, with 1 being most preferred):
Don’t change the 2020 $55M IOLTA grant distribution; resulting in 2021 and 2022’s
IOLTA grant distributions of approximately $21M and $13M, respectively
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Question 5: Rank preference (from 1-4, with 1 being most preferred):
Reduce the 2020 IOLTA distribution by 13% to $48M; resulting in 2021 and 2022’s IOLTA

grant distribution of approximately $26M and $15M, respectively
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Question 5: Rank preference (from 1-4, with 1 being most preferred):
Reduce the 2020 IOLTA distribution by 25% to $41M; resulting in 2021 and 2021’s IOLTA
grant distribution of approximately $31M and $16M, respectively.
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Question 5: Rank preference (from 1-4, with 1 being most preferred):
Reduce the 2020 IOLTA distribution by 33% to $37M; resulting in 2021 and 2022’s IOLTA

grant distribution of approximately $25M and $25M, respectively.
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Comments from Grantees in Response to IOLTA Distribution Survey
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Reduce the 2020 IOLTA
distribution by 13% to

Reduce the 2020 IOLTA
distribution by 25% to

Reduce the 2020 IOLTA
distribution by 33% to

c . . .

'% Slzzaosfe;)r:ra‘r:::::on No change $48M; resulting in 2021 | $41M; resulting in 2021 | $37M; resulting in 2021

2 " and 2022’s IOLTA grant | and 2021’s IOLTA grant | and 2022’s IOLTA grant Question #5 Comments* Additional Comments*

& Qualified C.o rporate distribution of distribution of distribution of

S Expenditures approximately $26M | approximately $31M | approximately $25M

and $15M, respectively. [ and $16M, respectively. |and $25M, respectively.

We cancelled our annual fundraiser and plan
to host a non-event. We anticipate donations

1 0 - 500,000 4 3 2 1 will be less than half of our budgeted $30,000.
Our expenses, except parking and filing fees,
remain the same.
Due to Covid-19, we are seeing landlords
preying upon tenants who don't know their
rights, are not empowered to assert them or
do not otherwise have access to resources to
make those rights meaningful. With landlords
petrified about lost revenue, we expect these

2 0- 500,000 1 2 3 4

behaviors to increase as revenues decline. To
address this situation, we are ramping up to
meet the expected demand for services. We
appreciate the State Bar's situation, but
reducing funding this year will have an
adverse effect on our mission.
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0-500,000

This was a very tough question to try to answer with
so many as yet unknowns. We have more work than
anticipated and fewer resources for this year. Yet, |
worry that drastically lower IOLTA grants in the future
could result in office closure, as State Bar grants are a
substantial part of our basic operating expenses. Our
natural reduction in expenses for 2020 is minimal --
some supplies that are saved by working from home.
However, we are likely to be impacted by a hiring
freeze and hope to purposefully save expenses so as
to conserve for the drop in income in coming years.
It's unclear at this point what, exactly, either of those
factors will look like. Increased flexibility this year and
next to allow for the constantly changing horizon and
as yet unknown reality of remote courts, remote
services, and increased client need would be very
helpful.

0- 500,000

We are extremely concerned about cuts to
local and state government funding in 2021.
We are also concerned about a reduction over
the long term from private foundations.

0-500,000

If we cut nothing in 2020 we can buy more time to
seek more funding for 2021

0 - 500,000

It is difficult to answer the last question meaningfully
without knowing how Equal Access Funds will be
impacted. | have rank ordered based upon my
expectation of the time frame it will take the
economy to recover.

0 - 500,000

Another option is that an organization can choose
13%/25%/33% for their agency for the next three (3)
years.

500,000 - 2,000,000

This is a time when we really look to the State
Bar for leadership to support legal services
programs. There is going to be a wave of
evictions, like we have not seen for some
time.

500,000 - 2,000,000

We anticipate that client needs will increase in
our areas of practice: Bankruptcy, Immigration
and Elder/Health Law, Homeless Advocacy
Project.
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10

500,000 - 2,000,000

Our projected decrease in income is based on
current state of County contract funding for
our in-person services (in-person group
workshops, public events, physical co-location
with County services in their offices). The
Counties we serve (Santa Cruz, Monterey) are
not able to make firm predictions about how
they will replace / redesign these services, and
there are no predictions regarding when or if
these public in-person services will resume.
Please note that smaller non-LSC funded
organizations (who have not participated in
LSC-funded TIGs) are behind in adoption of
the technology and security measures
necessary to smoothly transition to longer-
term remote-only services.

11

500,000 - 2,000,000

We would prefer to have less funding in the short
term, with the goal being longer term sustainability.

12

500,000 - 2,000,000

We plan our budget a ways out, so getting a reduction
half-way through any given year is not great.

13

500,000 - 2,000,000

Thank you and if there is a reduction in grant
distribution, can you please take into consideraton
the percent that IOLTA funds make up of an agency's
total budget (the % the IOLTA funds amount to, in the
overall income makeup in the organization). For
example, IOLTA funds make up roughly 10 % of our
total budget, so we would suffer a tremendous harm
if we are cut in any way, thank you for considering.

14

500,000 - 2,000,000

Even though we are voting for a reduction in the 2020
IOLTA disbursement, we would like to point out that
smaller QLSPs will be more impacted overall by the
2020 reduction in the long run, because the amounts
not disbursed in 2020 and put back into the 2021 and
2022 "pots", will then favor larger QLSPs when the
IOLTA formula is applied to that bigger pool of IOLTA
funding in 2021 and 2022. Therefore the larger QLSPs
project to get potentially more funding in the future
years for what they gave up in 2020 than the smaller
QLSPs.

Currently, we predict that in order to mitigate
a projected significant income decrease in
2021, we will have to reduce 2021 expenses
by cancelling some programs and laying off
staff.
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15

500,000 - 2,000,000

It will take some time for the true fiscal ramification
of the Covid-19 business shut-downs to be
understood. In the meantime, our impoverished
clients will be and are the hardest hit by the shut-
downs and they will be desperate for our services.
We will need more resources, not less, to recover.
Delaying the decrease in funding reductions will at
least give us more time to deal with the pandemic
aftermath and seek additional funding for future
years.

16

500,000 - 2,000,000

income could be much lower over the next year and a
half due to reduced contributions and attorneys fees

17

500,000 - 2,000,000

I choose # a as #1 assuming that we can carryover a
little more to 2021, and try to reduce some expenses
this year or next year.

18

500,000 - 2,000,000

Our expenses and hiring were based on the IOLTA
grant we budgeted for before COVID (just like
everyone else). A hit of more than 13% would mean a
change in FTE and we want to avoid layoffs. We can
modify what we will do in 2021 (not hire additional
attorneys or fill vacancies), but our workload is not
changing in 2020. We will do whatever we can to
support the IOLTA office to build revenue to avoid an
extreme shortfall in 2021

19

500,000 - 2,000,000

Organizations have already planned for, budgeted,
and incurred many expenses in 2020 based on the
original IOLTA grant amounts; to change it mid-year
forces us to risk defaulting on obligations or laying off
staff already hired. Keeping the grant the same for
2020 gives us 1-2 years to plan to reduce expenses
and/or increase other revenue in 2021 and 2022 in a
thoughtful, planned way. Also, we can use any excess
each individual organization may be able to manage
in 2020 to carry over into 2021. In addition, in the
event current interest rate projections for 2022 turn
out to be low, 2022 may not end up being as
catastrophic as predicted and we would have taken a
big hit in 2020 for less of a long-term upside.

20

500,000 - 2,000,000

All organizations will suffer some cuts, but some can
weather these better than others. 25% reduction
strikes a prudent balance between maintaining an
even though reduced revenue stream over the next 2
1/2 years
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I understand that the LSTF office has delayed
to submission of the LSTF/EAF applications
until the middle of June. Is there any
possibility of delaying the application to the
end of June? Once shelter in place is lifted our

2 2,000,000 - office will need to: 1. Institute new health
5,000,000 and safety protocols for both staff and clients
2. Make structural changes to the office that
take into consideration the health and safety
of our staff and clients. 3. Continue to work
remotely while structural changes are
completed.
Re answer to #4 (income will be about the
same): our originally planned revenues for
2021 include projections that assume that our
22 25'2;)(?6?(;)(?0' foundation donors do not pull back on
existing or renewal grants. So while the
answer is "Income will be about the same",
this could change.
Since we are a smaller organization and do not
receive federal funding, we project that the drying up
23 2,000,000 - of local funding will make our organization eligible for
5,000,000 less IOLTA funding in future years. Therefore, we
prefer to stay as close to the current year's
distribution as possible.
Regularly reaffirming staff and the Commission's
2 2,000,000 - willingness to be as flexible as possible with rollovers
5,000,000 will be much appreciated -- particularly if option A or
B are the ultimate choice.
As for the other responses above, | am very
We would much rather ration the funding over time |much guessing. We have no idea what the
25 2!_;0::60:5)07 using the 33% reduction scenario. It will be easierin |funding levels will be for many of our
o the long run this way. programs going forward. It could be much
worse.
We were already planning to request a 25% carryover
2 2,000,000 - of IOLTA funds from 2020 to 2021. We prefer
5,000,000 equalizing the IOLTA distribution over the three-year
period as much as possible.
The issue for us is being able to retain staff to do
27 2,000,000 - work. Cuts this year may impact our ability to keep on
5,000,000 staff (and many staff can not afford to work less than
F/T in Bay Area)
Given all the uncertainty about actual
28 5,000,000+ distribution amounts, and the likelihood of

significant carryover flexibility, these
"preferences" are at best a guesstimate.
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29

5,000,000+

We have planned for the 2020 IOLTA distribution
awarded for this year, and need it to meet our
budgeted commitments. Cuts in awarded funds
would create maximum disruption, without the
opportunity to recoup in a limited fundraising
environment. We can plan for future reductions, but
not for roll backs of awarded funds.

We strongly oppose retraction of 2020
awards, understand that the future is
uncertain, and thank you for your efforts to
create so much thoughtful support for legal
services.

30

5,000,000+

The idea of smoothing out funding levels for the next
two years is an excellent strategy. Our hesitation is
related to the significant impact our agency would
feel in quarters 3 and 4 of this year.

31

5,000,000+

We based our response on the need for our
organization to count on a steady income rather than
a variable source. Thank you for being open on how
to distribute important financial resources to our
organization.

32

5,000,000+

We request that the Commission not cut 2020 grants
and rely on organizations to slow spending now to
carryover funds to cushion the decreases in
subsequent years. This is a time that organizations
should be offered flexibility in managing expenditures
while using the funds to help low-income people in
crisis now. Our organization has not received the
federal increase in Legal Aid funds many other
organizations have and is also anticipating cuts to
State programs in addition to the IOLTA cut. Leaving
our IOLTA funding in place, while we plan to generate
and manage carryover this year, will provide us with
the funding stability to continue our vital advocacy
services.

33

5,000,000+

I'm advocating for less of an initial reduction so we
have time to plan for the inevitable future reduction
in IOLTA funds. Any immediate reduction may be
able to be mitigated by other relief programs.

34

5,000,000+

The most helpful thing would be to know sooner than
later.

35

5,000,000+

Better to have consistent funding over the 3 year
period in order to sustain programs and vital services.
Without consistent reliable funding, programs will
have difficulty planning for the future and remaining
available to the Californians who need them most.

36

5,000,000+

Because the economic conditions of 2021 and 2022
will be especially volatile/unknown it is important for
us to preserve more revenue for those years.
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37

5,000,000+

We are seeing an incredible spike in demand for legal
services. Now is no the time to cut funding.

*Some comments were lightly edited to remove identifying information.
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March 31, 2020

Assemblymember Phil Ting

Chair, Assembly Committee on Budget
1315 10th Street, Room 6026
Sacramento, CA 95814

Re:  Revised Assembly Committee on Judiciary Priorities in Light of COVID-19
Dear Chair Ting:

On behalf of the Assembly Committee on Judiciary, and in response to your updated Member
request of March 30, 2020, I am writing to revise the Committee’s budget priorities for the fiscal
year 2020-2021 budget given the ongoing COVID-19 pandemic, the changing needs of
Californians based on the pandemic and the ensuing economic collapse, and the impacts of those
on the state budget.

In my original letter, I had urged the Budget Committee to (1) mandate that courts comply with
enhanced court oversight in conservatorship cases; (2) require courts to provide greater feedback
and accountability regrading trial court operations and use of new fund allocations; and (3)
provide better support for unrepresented litigants. These remain important priorities necessary to
ensure meaningful access to justice for all Californians. However, in light of the current public
health emergency, there is an urgent need to better support legal services programs across the
state, and I am therefore revising our Committee's budget request (o reflect this new reality.

Every year, legal services programs assist over 300,000 Californians with issues ranging from
housing, health and long-term care, to income maintenance, immigration, disability rights, and
family law. Nonprofit legal aid organizations have become the state’s invisible legal safety net
for all low-income Californians, including immigrants. Currently, California legal aid
organizations rely on $20 million in state General Fund dollars to support their work—a funding
amount that provides support for less than one-third of California’s poorest residents. Many
indigent Californians who are desperate for assistance are unable to successfully navigate the
court system or present meritorious legal arguments on their own. As a result, these
unrepresented litigants consume significant court resources, create delays in court calendars, and
fail to adequately represent themselves.

The COVID-19 pandemic and shelter-in-place declarations have created significantly greater
demand for the provision of legal services to serve as a civil justice enforcement mechanism for
laws and regulations designed to protect Californians from harm, including for unlawful

'%mw =ik
Printed on Fg-:}vc.'ed Paper



Attachment G
AJUD Revised Priorities
Page 2 of 3

evictions and firings, expedited access to unemployment benefits, incorrect termination or
reduction of public benefits, access to needed health care and insurance, and domestic violence
restraining orders. California legal services programs must be able to help residents across the
state address these urgent legal needs.

At the same time that the need for legal services is increasing exponentially, the funds available
to support legal services will be dropping significantly. One of the primary funding mechanisms
upon which California has traditionally relied to fund legal aid programs has been the Interest On
Lawyer Trust Accounts (IOLTA) program, which collects bank interest paid on client trust funds
held by all California attorneys where the funds do not warrant setting up a separate account,
either because they are small in amount or are held for a short period of time. The recent,
dramatic plunge in interest rates now poses an unprecedented challenge to the premise that legal
aid programs can rely on IOLTA funding to maintain their essential mission. As a result, the
State Bar projects that IOLTA funds will drop by over 80 percent in two years, from $46.5
million in 2019 to $14.5 million in 2020 and just $8.2 million in 2021 and beyond. Legal aid
programs in California will be provided with only a fraction of their usual IOLTA support, both
for the current year and the budget year, and most cannot expect to replace that loss with other
sources of funding.

California needs to be the steward of progressive values punctuated with prudent sensibility, but
most of all, we must minimize the harms caused to our residents by the COVID-19 pandemic.
Supporting legal aid achieves all of these goals. Studies have shown that for every one dollar
spent on legal aid, there is a return of six dollars to the state. If there is no increase, California
will lose the valuable economic resource provided by legal services and leave vulnerable
Californians without access to our courts, especially important during this time of crisis.

For these reasons, I am writing to express the Assembly Committee on Judiciary’s highest
priority: to increase the Equal Access Fund by $35 million in order to ensure real access to the
courts for all Californians during this emergency public health crisis. The Equal Access Fund—
a partnership between the courts and legal aid—offcrs funding to local Icgal aid organizations to
provide direct legal services to low-income Californians in civil matters.

In addition, I request that the Budget include a very small allocation ($200,000) for the cost of
convening a committee to study proposed changes to the Commission on Judicial Performance
(CJP). The ongoing public health crisis has highlighted the extent to which the public and policy
makers rely upon the Judicial Branch of government to fairly administer the laws and manage
operation of the courts. It is imperative that the public trust judicial officers and the court system
in general. The recent audit of CJP discovered structural and procedural weaknesses. These
problems should be addressed in a comprehensive and holistic manner by a group of experts in
judicial ethics, rather than in a piecemeal fashion, as is likely if a committee is not formed and
authorized via Budget trailer bill language.

I thank you for your consideration of the Judiciary Committee’s revised budget request in light

of the COVID-19 pandemic and look forward to working with you to ensure that our state courts
remain accessible to provide access to justice for low-income Californians who are at grave risk
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of losing their homes, their healthcare and health insurance, their public benefits, and their
livelihood, as well as at heightened risk of domestic violence.

Sincerely,

Mark Stone
Chair, Assembly Committee on Judiciary
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