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From:       Erica Carroll, Lead Program Analyst 

Subject:    Discussion and Action on Budget-Related Issues; Recommend Approval or Revision of 
2023 IOLTA and EAF Budget Proposals to Legal Services Trust Fund Commission 

EXECUTIVE SUMMARY 

Each year the State Bar, through the Legal Services Trust Fund Commission (LSTFC), administers 
the Interest on Lawyers’ Trust Accounts (IOLTA) and Equal Access Fund (EAF) grants. As part of 
the grant administration process, the LSTFC reviews and approves budget proposals submitted 
by organizations found eligible for funding in the next grant cycle. In 2023 the State Bar will 
distribute approximately $50.6 million in IOLTA funds and $31.6 million in EAF formula funds.  

After completing the IOLTA/EAF eligibility review process, the LSTFC approved 101 
organizations for tentative award allocations on August 12, 2022. The State Bar’s Office of 
Access & Inclusion (OA&I) calculated proposed award allocations as prescribed by statute and 
notified programs of the amount of their allocation on August 26, 2022. Qualified legal service 
providers (QLSPs) and support centers (SCs) had 30 days to submit their proposed budgets 
detailing how they would spend the allocated amount. Of the 101 IOLTA/EAF-eligible 
organizations, 96 submitted budgets by the deadline.  

The Eligibility and Budget Review Committee of the LSTFC will meet on November 4, 2022, to 
review budget proposals from these QLSPs and SCs. This memorandum provides a synopsis of 
the budget review process and issues elevated for committee review. After discussing and 
resolving any issues raised, staff recommends that the Committee recommend approval of all 
proposed budgets to the LSTFC.  

OFFICE OF ACCESS & INCLUSION 
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BACKGROUND 

GOVERNING AUTHORITIES 

Section 6216 of the Business and Professions Code prescribes the method for allocating IOLTA 
funds to QLSPs and SCs. EAF was created by the State Budget Act, and that act further specifies 
that 90 percent of the funds will be distributed by the State Bar in the same manner as the 
IOLTA funds. Though the process is the same for determining award allocations and 
distribution, IOLTA and EAF remain distinct funding sources. QLSPs and SCs must submit 
separate budgets for each grant. Moreover, EAF requires funding to be tied to an identified set 
of activities with discrete deliverables and outcomes for evaluation purposes, as explained in 
the budget instructions for both types of grantees.  

Once the State Bar releases tentative allocations, State Bar Rule 3.680(E)(3) requires that QLSPs 
and SCs prepare and submit a proposed budget and budget narrative within 30 days. This 
timeline is essential for review, any necessary budget revisions, LSTFC approval, and circulation 
of grant agreements before the end of the year. This then allows for the timely execution of the 
grant agreements and first quarter disbursement of funds in January.  

The IOLTA/EAF budget instructions require grant recipients to allocate at least 75 percent of 
funds to programs and 25 percent or less to administrative expenses. Grant recipients are also 
required to allocate 75 percent or more of the budget to personnel and 25 percent or less to 
nonpersonnel expenses. This has been the practice for at least the past seven years. There is a 
similar requirement that employee benefits amount to no more that 40 percent as compared to 
compensation. Deviation from any of these amounts requires committee approval.   

Budgeting for activities that may not qualify as legal services under the Business and 
Professions Code and Rules of the State Bar also requires review, as do purchases of real 
property or significant property-related capital additions, which are controlled by the Legal 
Services Trust Fund Program Guidelines for Purchases of Real Property. 

STAFF APPLICATION REVIEW PROCESS 

Budget proposals for the 2022 IOLTA/EAF grant allocations were due on Wednesday, 
September 28, 2022, at 5:00 p.m.   

Staff reviewed proposed budgets to confirm compliance with the governing authorities. Budget 
review involved, but was not limited to, checking proper calculation of full-time staff 
equivalents and salaries; use of funds for only qualifying activities; proper allocations by county 
for programs that operate in multiple counties; compliance with the recommended ratio of 
programmatic to administrative expenses and personnel to nonpersonnel expenses; any 
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purchases of real property or capital additions; and ensuring that expenditures are tied to 
anticipated activities and outcomes. If questions arose during review, staff contacted the 
organizations for clarification or correction and provided the opportunity to revise the budgets 
where necessary.  
 
COMMITTEE AND LSTFC REVIEW  
  
Staff completed review of all budgets. The Discussion section highlights issues that require 
committee review. The committee will discuss staff recommendations and vote whether to 
recommend approval or revision of the submitted budgets to the LSTFC. The LSTFC will then 
meet on November 16, 2022, to vote on the committee’s recommendations. 
 
DISCUSSION 
 
The following questions arose in one or more budget proposals and require committee review:  
  
Deviations from Recommended Program/Administrative, Personnel/Nonpersonnel, and/or 
Salary/Benefits Allocations  

  
Budget proposal instructions recommend that grantees devote 75 percent or more of the 
allocated funds to program expenses and no more than 25 percent to administrative expenses 
(similarly, 75 percent or more to personnel expenses and 25 percent or less to nonpersonnel), 
which has been the standard target allocation for the past several years. Staff also flags any 
budgets that allocate more than 40 percent of their IOLTA/EAF funds dedicated to employee 
benefits over salaries. Staff elevates all budgets that deviate from these allocations to the 
Committee for review and approval or revision.   
  
The recommended allocations reflect the fact that these grants are devoted to provision of civil 
legal services to indigent persons for the grant period. Staff informed QLSPs and SCs that 
departures from the proposed allocations require grantees to explain their rationale for the use 
of the funds. They must also demonstrate how the allocation would support their 
programmatic work, and ultimately benefit clients and improve or expand service delivery.   
  

a. Deviation from Personnel/Nonpersonnel Allocations  
  
One organization, Los Angeles County Bar Association (LACBA) Counsel for Justice, deviated 
from the recommended budget allocation of at least 75 percent to personnel in its budget 
proposal. LACBA allocated 55.85 percent of its EAF funds to personnel and 44.15 percent to 
nonpersonnel. The organization provided the following explanation regarding the deviation in 
its EAF budget:  
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“We contract an outside attorney to coordinate Pro-bono activities, and allocate 
$27,600 for her services, which decreased the salaries by 33.25%.”  
 

In the IOLTA/EAF budget forms, “contract service to clients” falls under nonpersonnel. Staff 
recommends approval of the deviation, given that it will benefit LACBA’s clients, and the 
organization has been approved for similar budget deviations in prior years. 
 
There were no budget proposals that deviated from the recommended expense ratios 
regarding program versus administration expenses, or benefits as compared to compensation. 
  
Late Budget Proposals  
  
Staff prepared 101 tentative allocations and 96 organizations submitted their budgets by the 
deadline.  
  
Five organizations submitted their budgets late:  
  

1. Inner City Law Center 
2. Public Advocates, Inc. 
3. San Luis Obispo Legal Assistance Foundation 
4. Senior Citizens Legal Services 
5. Western Center on Law and Poverty 

  
Budgets were due September 28 at 5:00 p.m. Of the five organizations listed above, the first 
four reached out very shortly after the deadline reporting issues with submission (e.g., the 
organization tried to submit but encountered a validation error and were locked out by the 
time they were able to reattempt submission). Staff who were contacted by these organizations 
helped them submit the budget either that evening or early the next day. Staff recommends 
accepting these organizations’ proposed budgets for review and approval.1 
 
Western Center on Law and Poverty was contacted by staff on September 29 about its draft 
budget. The organization submitted on September 30. However, upon review, staff found the 
budget substantially incomplete and required the organization to revise and resubmit. Staff 
requested explanation for the late submission, and the organization reported it had “incorrectly 
set September 30th as the deadline date for the budget submission, following past Friday due 
dates.” 
  

 
1 Staff notes that there is a pending rule change that would allow staff to accept submissions within this time 
frame without committee approval. If that rule had been in effect today, staff would have accepted these four late 
submissions. 
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This late submission coincides with other delays in receiving grant-related materials from this 
organization, including requests for audit extensions the past two years. Staff recommends 
accepting Western Center’s late budget submission but further recommends scheduling a 
meeting between State Bar staff, committee members, and Western Center’s staff regarding 
the importance ofgrant deadlines and requirements. 
  
Capital Additions and Nonqualifying Activities 
 
Staff did not encounter any budget proposals that planned to acquire real property using 
IOLTA/EAF funds this coming year, which would have required committee review. A number of 
proposals included capital additions for tangible personal property (e.g., sharing the cost of 
purchasing new furniture or laptops). Grant recipients were required to itemize these 
purchases in the budget. Current Guidelines for Management of Tangible Personal Property do 
not require prior approval beyond the overall budget approval. Grant recipients must, however, 
maintain proper financial documentation and produce it as necessary for monitoring purposes. 
 
Staff also reviewed the budget proposals for possible nonqualifying activities (i.e., activities that 
would not constitute free civil legal services to indigent persons or legal support services to 
QLSPs). Staff followed up with organizations that submitted proposals with any questionable 
activities in order to clarify the nature of the work or revise the budget.  
 
Consequently, there are no questions regarding capital additions or nonqualifying activities for 
the committee to resolve at this meeting.   
 
Approval of 2022 IOLTA/EAF Budget Proposals  
  
Staff is working with organizations to finalize any necessary changes and corrections to their 
budgets by the time of the meeting. After addressing the above questions, staff recommends 
that the committee recommend approval of all 101 budgets to the LSTFC (either as is, or as 
revised based on the committee’s decisions at this meeting).  
 

RECOMMENDATIONS 

Staff recommends the following regarding the 2023 IOLTA/EAF budget proposals: 

• Accept all late budget proposals and schedule a follow-up meeting with Western Center 
on Law and Poverty regarding its late budget submission 

• Approve LACBA Counsel for Justice’s request to allocate 55.85 percent of its EAF budget 
to personnel expenses, below the recommended expense ratio of 75 percent or higher, 
due the organization’s hiring of a contract attorney 
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• Recommend to the LSTFC approval of all budgets from organizations listed in 
Attachment A 

ATTACHMENTS 

A. List of all organizations recommended for budget approval and their 2023 IOLTA/EAF 
grant amounts 
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