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EXECUTIVE SUMMARY

Annually, the Board of Trustees sets the grant amount 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. 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.

After careful review of the revenue projections and consideration of the needs of low-income
Californians and legal aid programs, the Legal Services Trust Fund Commission recommends a
calendar year 2024 grant distribution of $95,226,322, which is an 88 percent increase over the
2023 grant distribution of $50,684,923. This distribution amount would yield a projected
reserve of $25 million at the end of the 2023 calendar year. All grant funds are exempt from the
State Bar’s reserve policy.

The Board must approve the commission’s recommendation unless it makes a finding in writing
that the recommendation conflicts with a statutory, fiduciary, or legal obligation of the State
Bar. The Office of General Counsel has reviewed this recommendation and agrees that the
proposed distribution does not conflict with any statutory, fiduciary, or legal obligation of the
State Bar.
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BACKGROUND

IOLTA STATUTE

In 1981 the Legislature authorized the IOLTA program under Business and Professions Code
sections 6210—6228 (IOLTA Act). The purpose of the program was to increase access to justice
and improve the administration of justice through expansion of legal services. The IOLTA Act
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 Act.

The interest earned from pooled IOLTA accounts is remitted to the State Bar. The State Bar
subtracts its costs in administering the program and then distributes the approved fund amount
(based on the IOLTA statutory formula) to organizations that provide free civil legal aid in
California to indigent persons, ? or legal training, legal technical assistance, and advocacy
support to the organizations that directly serve indigent persons. The Office of Access &
Inclusion administers the grant program for the State Bar under the oversight of the
commission and Board of Trustees.

DISTRIBUTION OF IOLTA FUNDS AND RESERVE POLICY

Each year, the commission recommends for approval to the Board of Trustees the amount of
IOLTA grants to be made available for distribution in the following calendar year. In 2021,
Senate Bill 211 added section 6210.5 to the Business and Professions Code, effective January 1,
2022, providing the commission with greater autonomy and policy-making power. While the
Board previously had the discretion to adopt or reject many commission recommendations (as
it does for recommendations from other subentities), now, the Board must approve all
recommendations from the commission, including the IOLTA distribution, unless it “makes a
finding in writing that a recommendation conflicts with a statutory, fiduciary, or legal obligation
of the State Bar.”3

The commission is currently updating its reserve policy and while the new policy is yet to be
codified, the commission is utilizing some of the general principals from the new policy to
determine the 2024 distribution. The goals for the new policy would continue the former goals
of providing grantees more stability and minimizing large fluctuations in distribution amounts
from year to year. Moreover, the Office of General Counsel has reviewed the 2006 reserve

Lif there is a large sum of money involved, or it will be held for a long time, and thus could yield meaningful
interest, attorneys are instructed to hold the client's funds in an individual account, designated as a Client Trust
Account, and the interest earned goes to the client.

2 per the IOLTA Act, an “indigent person” is an individual 1) whose income is not higher than 200 percent of the
federal poverty threshold, or 2) eligible for Supplemental Security Income or free services under the Older
Americans Act (seniors 60+) or Developmentally Disabled Assistance Act (Business &Professions Code section
6213(d).

3 Business & Professions Code section 6210.5(e)(3).



policy and is of the opinion that no binding policy was adopted through the Board motion that
was approved. The crux of the new policy includes the following three principles:

1. Discontinue the practice of estimating IOLTA revenue over a period of nearly two
years to determine the following year’s distribution. The commission is instead basing
the next year’s grant distribution on the ending net assets of the prior year, plus the
estimate of the revenue for the current year minus expenses and any amount set aside
for the reserve (or total ending net assets for funding). Projections would be based on
confirmed data from the first quarter and only require nine, rather than 21, months of
estimates. This would be more manageable, and hopefully more accurate, without
requiring the commission to take a risk by relying on anticipated but unguaranteed
revenue to maintain cash flow. It also would free the commission to use more discretion
in determining the distribution by adjusting the distribution and reserve amounts.

2. For purposes of grant stabilization, the commission will create a separate account to
function as a fiscally responsible reserve, as permitted by Business and Professions
Code section 6210.5(e)(2). The reserve can only be accessed under defined
circumstances, either to help mitigate major fluctuations in IOLTA grant amounts year-
to-year or to provide the necessary cash-on-hand in statewide emergencies. (This would
be to supplement the distribution as a whole, not to supplement individual grantees
experiencing an emergency.) However, in years with significant revenue increases as we
have now, the commission can choose to direct more funds to the reserve without
negatively impacting grant distribution.

3. Related, the commission will maintain a $25 million initial maximum reserve amount,
with permission to increase over time to account for inflation.* As discussed above, the
ending net assets of the prior year plus the current year’s projected revenue minus
expenses and, if needed, a contribution to the reserve, would become the planned
distribution amount for the following year. This would also allow the commission
discretion to increase the maximum allowable reserve amount to plan for more
measured increases to the distribution in years where the distribution would otherwise
more than double and other interventions, such as multiyear budgeting, would be
insufficient to ensure grant funds are spent effectively. Given the very large increase in
anticipated revenue this year, the recommendation in the model is to fully fund the
reserve with a contribution of $25 million.

IOLTA Compliance, Recertification Efforts, and Leadership Bank Program

Financial institutions participating in the IOLTA program have three interest rate options for
IOLTA accounts:

1. Comparable rates where financial institutions treat IOLTA accounts the same as similarly

4 The $25 million amount is the average of the prior ten years’ distributions and administrative expenses. If the
average |OLTA grant distribution increases significantly in a sustained way, the LSTFC might want to increase the
target reserve in the future to meet potential grant needs.
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situated accounts by offering comparable interest rates;

2. Established Compliance Rate (ECR), which was set by the commission in 2009 and
required financial institutions to provide interest rates for IOLTA accounts at 68 percent
of the Federal Funds target rate or at 0.68 percent, whichever is higher net of
reasonable fees; or

3. Leadership Bank, which set interest rates at ECR or higher with a waiver of all charges
and fees.®

In 2019, the State Bar established the Leadership Bank program to help sustain revenue by
incentivizing banks to offer a minimum interest rate on IOLTA accounts while also eliminating
associated fees. In exchange, the State Bar recognizes these banks on its website for attorneys’
consideration when opening a client trust account.

CHANGES TO THE FEDERAL FUNDS RATE AND ONGOING FUNDING CHALLENGES

Through most of 2019, the Federal Funds Rate (FFR) was 2.5 percent, the highest it had been in
over 10 years previous. In March 2020, the FFR fell precipitously to 0.25 percent in an attempt
to offset the dramatic impact of COVID-19 on the economy.® The FFR remained at 0.25 percent
until early 2022.7

To combat rising inflation, the Federal Reserve raised interest rates for the first time on March
16, 2022, to 0.50 percent. Interest rates increased a total of seven times in 2022, closing the
year with 4.50 percent. Interest rates continue to rise in 2023 and the FFR is now 5.25 percent
after increasing twice since the beginning of the year. While the Federal Reserve has hinted
that it may pause rate increases amid bank turmoil and fears of a recession, it is difficult to
predict whether another rate increase will materialize later this year.

FEE STATEMENTS, JUSTICE GAP FUND, AND OTHER CONTRIBUTIONS

IOLTA funds are supplemented from sources other than trust account interest revenue. For
example, when licensed attorneys pay their dues to the State Bar each year, $45 of that
amount is directed to legal services.® There is also a recommended voluntary donation of $100
to support legal aid, known as the Justice Gap Fund. The State Bar accepts cy pres awards
through the Justice Gap Fund as well. These funds are grouped with IOLTA. The combined
amount varies from year to year but is usually at least several million dollars ($5—10 million on

> To develop a stable source of interest revenue and in recognition of banks’ commitments to increase funding for
legal aid, the State Bar established the Leadership Bank program in 2019. The State Bar’s ongoing efforts to
maintain enrollment in the Leadership Bank program has successfully mitigated some of the loss in IOLTA revenue
that would have otherwise occurred over the past two years.

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

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

8 Attorneys may opt out of paying this amount under Business and Professions Code section 6140.03(b), but it is
otherwise included as part of their fee statement.
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average). All of these contributions ultimately count toward amounts available for distribution
through IOLTA grants.

STATE BAR INVESTMENT POLICY

Currently, the State Bar places its existing IOLTA fund balance, minus the amount needed for
grant disbursement, into short-term government bonds and notes. These are considered safe
investment products that provide a modest return while guaranteeing no loss of principal. The
interest generated by these accounts will go toward future grant distribution. Anticipated
investment revenues of $2.09 million are include in the 2023 revenue projections.

DISCUSSION

RECOMMENDED 2024 IOLTA DISTRIBUTION AND TARGET RESERVE

The commission proposes that the Board of Trustees approve a 2024 grant distribution of
$95,226,322 and a $25 million restricted reserve at the end of 2023.

Forecasting IOLTA Revenue

Based on the current revenue trends and analysis of bank remittances in the past year, the
commission adopted a conservative approach to revenue projections. The projection is based
on actual interest revenue remitted through March 2023 and anticipated revenue for the
remainder of 2023. The revenue projection assumes a reduction in deposits at the ECR and
Leadership Bank level, as well as comparable rate IOLTA banks.? This projection assumes two
decreases of the FFR from 5.25 percent currently to 5.00 percent in November of 2023, and
another 0.25 percent decrease to 4.75 percent in December. The commission anticipates a
steep 45 percent reduction in depository balances for both ECR and Leadership bank level (from
$4.4 billion to $2.4 billion), and comparable rate IOLTA banks (from $3.4 billion to $1.9 billion).
The commission also projects a slight decrease to approximately $6.30 million in voluntary
donations from licensing fees, $1.41 million for Justice Gap Fund donations (which is equivalent
to actual revenue collected through 2022), and $2.09 million in interest income, in 2023. Based
on these assumptions, the commission projects 2023 IOLTA interest revenue of $106.12 million,
and total revenue of $116.92 million.

Recommended 2024 IOLTA Distribution and Projected Reserve

Given the large increase in IOLTA revenue in 2023, the commission recommends fully funding
the reserve with a contribution of $25 million, which would yield a 2024 grant distribution of
$95,226,322.

Multiyear Budgeting

Historically, IOLTA grants have operated on one-year cycles. The requirement to distribute
funds on a yearly basis under the IOLTA statute has been previously interpreted to mean that
the funds must also be spent within a year. However, the statute does not contain this

% Currently, 56 percent of the aggregate assets in IOLTA certified banks resides with ECR or Leadership Banks
(compared to 76 percent in the prior year).
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restriction, and the commission can choose to be more flexible when determining the grant
period. Given the large increase in IOLTA funding now, the commission plans to provide a two-
year IOLTA grant that begins in January 2024 and ends in December 2025. The commission is
also looking into the possibility of allowing programs an additional year or two to spend the
funds. The commission will still issue a separate 2025 distribution this time next year, but the
two-year grant now would provide more stability for grantees, who could use the flexibility to
plan for anticipated cuts elsewhere in 2025. The flexibility will also help programs address
challenges in recruitment and retention.

Recommendation to the Board of Trustees

In summary, the commission recommends a calendar year 2024 IOLTA distribution of
$95,226,322, leaving a projected reserve of $25 million at the end of 2023. At a time when the
need for free legal services is more critical than ever, this sizable increase from 2023 will enable
grantees to increase services and help more indigent Californians. Moreover, the reserve will
provide grantees with some funding stability beyond 2025, which will encourage grantees to
adopt long-term strategies for recruitment and retention as well as expanded services.

FISCAL/PERSONNEL IMPACT

Administration of the IOLTA program is fully funded through IOLTA revenue. The recommended
distribution is net of the $2.46 million projected cost to administer the program; the actual
amount distributed to grantees in 2024 will be the same as the distribution amount stated
herein. Should staff determine that the amount is insufficient to cover the share of staff salaries
and other expenses necessary to administer this program, staff will return to the commission
and Board to request approval to allocate additional amounts from the reserve. This
recommendation does not affect the State Bar’s general fund budget. No additional staff or
other expenses will be incurred as a result of this recommendation.

AMENDMENTS TO RULES

None

AMENDMENTS TO BOARD OF TRUSTEES POLICY MANUAL

None

STRATEGIC PLAN GOALS & IMPLEMENTATION STEPS

None



RECOMMENDATIONS

Should the Board of Trustees concur in the proposed action, passage of the following
resolution is recommended:

RESOLVED, that the Board of Trustees approve the 2024 IOLTA distribution in the
amount of $95,226,322, with a projected reserve of $25 million at the end of 2023.

ATTACHMENTS LIST

A. State Bar 2006 Cash-On-Hand Policy/Reserve Policy

Distribution Spreadsheet of Revenue and Expenses Since 2008
IOLTA 2022 Revenue Projections vs. Actual Detail
IOLTA 2023 Revenue Projections and Grant Distribution Detail

History of Legal Aid Grants
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Exeoiilive Summary

Ezch year, the Beard of Governors sets an ameunt for distiibution in Legal Services:
Trust Fund Program grarits from interest on lawyer tiust accounts (“IOLTA"). Since
1992, the method for setiing the amount has been ic allocate for the grants the amount
of prior year revenue less agministrative costs, adjusted by an amount by which cash on
hand as of June 30 is projected to be mare cr less than a specific percent of the prior
year's net revenue. Most vecently, this cash-on-hand target has been 20 percent. After
consultation with the l.egal Aid Association of California, the Legal Services Trust Fund
| Commission is recommending adjusting this target for this year upward to
approximately &0 percent, so as to take advantage of increased |OLTA revenus to put
us in a position to cuehion the eifects of lower interests rates as needed in the fuiure.
Using this system will resulf in 2006-2007 grants of $12.7 million, up about 6 percent
from the $12 million distributed in the 2008-2006 grant year.




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=



This- system has had the desired effect of putting the. money m the hands of graht
recipients quickly, and has. minimized the amount of the programs aaah on hand. -
Because of the swings in interest rates.in the last several years, however, it has also .
meant there were somewhat unpredlctable swings in the amount of grants from yearto
year. ‘As just one example, the fotal grant amount went up. 22 perceni in 2001 and. then.
back down 38 percent the following year. Although the grants en average represent B
small 'share of each recipient’s tofal income, in many cascs, the ups and downs have - -
been significant. In & time of increasing revenue, the Trust Fund Cemmission decided '

to erplore whpther there might be a better approach.

PROPOSED CHANGE

The Coimmission has now discussed its proposed change with the Legal Aid
Association of California. which consulted with all cf the recipients of Trust Fund
Program grants. LAAC came back to the Commission in support of the proposal, with a
few relatively small suggestions that the Commission has mcorporated into this

recrrmmendatlon

The prepoqai is fo increase (ash on hand. dbGV& 30 percent with-the goa { of decr easing

the fluckuation in grants caused by sizable increases and decreases in interest rates. In
years of inCreasing revenue, grants weuld be held to & smaller inGrease thar is currenitly
provided for, so as to increase cash on hand. Then in years of decreasing revenue, the
cash on hand will be spent down again, lo keep grants Iarger than they weuld othﬂtwrse

have been.

The rec ‘ommendation of the Commission and the Jegul services comii numty mvalvea a.
three-step calcuiation for yeam in whlch mcome ls mcreasmg

. The amouni far distnbutlon wrll be allowed to mcrease by 5 percent before
_increasing cash on hand above the current 30 percent.  For 2006-2007 lhts
‘means an mcrease fmm $1" ml!llon to $1 2e0 mﬂllon ln total grants ‘

. Tht- funds tha& wouid sepresent the next 16 peroent mcrease-—m this case $1 2
miﬂmn—-wsu go io mrreasing the cash on hand S e :

In years when revenue mcreases mere than ‘l‘;hdt the addlﬁonal amou:nt vmll be
~ 'dwided equaﬂv bntween mcreased grants and mcreased cash on hand up tc a

o

......

Two alenante of thls change wﬂl requu'ed ongemg dISGUSSIOH betwee»n the Legai
‘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 fwo elements i
the &yatem for distributing the funds held back when we come upon years of declmmg
income.. it is much more diffi cull to come up with an automatic formula for that. tis .
hkeiy that a policy will be developed aﬂer consultation thh the Legal Aid Assoclallcm



A second issue for ongoing discussion is the cap on the amount held back to increase
cash on hand. LAAC suggested limiting the cash on hand to a specific target, i the
range of 50 to 75 percent. The Trust Fund Commission has agreed tc a 75 percent
cap, and also agreed to discuse whether it should be smaller (or larger) than that. The
arount for thie year will be 53 percent. Eetwaen now and the next tirie the board gees
through this process, a year from now, wa can explore the inest effective cap. This is &
dacicion thet must in any case be inade annuslly, based ik the pariicular income in: that
vear.

CURREMT ARD PROJECT REVERNUE ARD CASH ON HARD

Using {ihie revised system for cetermining the grant armount will resuil in setting the
giant amouit for 2008-2007 &t $12.7 million. Thiz grant armount is larger than the 2005-
2000 dictiinouiicn, due primarily {o Increased income froms subsiantial incieases i he
velence an ceposit in eficimey-client Uust secounne and algo o small oregsas in the
inierest rates on checking acoounis.

We clrrently expeci net IOLTA revenue (Incoms lesg evpenses) for the period July 1,
2008 through June 20, 2006 to be $14 miliion. At this Income level, the program”
expacts 1o have on hand as of June 30, 2006 ehout £7.8 million, which is 52 percent of
last yeai's net revenuer To celoulate the grant amount for the coniing vser, we have
added o last yeai's grant ameunt & £ percent increase, plus half of the amount by which

net levenue is greater than 15 percent of last vear's grants.
RECORMMEHDATION

The attached scheduie shows the calculation, based on actual experience 1o dats end
projectionis through the rest of the grant year.

Because money will continue tc be disbursed as i is received, the Trust Fund
Commission will continue to monitor revenue closely andg will return with recommend-
ations if there are significant variances from the projections. The agieements signed
with grarit iecipients will continue te include language io make clear that payment of
these grants is contingent upon the Legal Services Triist Fund Program having
sufficient money on hand irom 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 BOCK/ADMINISTRATIVE MANUAL IMPACT: None.



FROPOSED RESOLUTIGN

The Boatd Commiites cii Stakeholder Relationes will have a recomimendation at the time
of vour meeting. If vou agree with this preposal, the following resolution would be

approptriate:

RESOLVED, ..prh recomimiencation of the Boerd Comirnittee on Stakeholde:
Relaticne, thet the Board heieby approves that the distribuiion of IGLTA grente from the
Legal Services Trust Fund Pr‘vr""n for the gaanturnud Juty 1, 2008 through June 30,
2007 shall be made in the gider and mnanner provided by E:uvme ¢ and Piofeasions
Code Seclion 82186, aad the funde 1o be distiibuted fhgéi be §12,720,721 caleuleied ¢

fellows

{1} Tha smiouni projected {o be iseeivad by (he Legal Servose Tiust Fund
Frogorem shel the inle f;Lc F%ﬂ mmevnuu en F:i"f '*0 M ‘nscu i Juhe 30,
«00& oisling 15,2562

thraugh June 308, 2007,

L9 oo
oogle projected for the pe .an

&1 ,a.L.U,th

2}y The edrabiicirolive cosle @ os deauctes pricor fo distibvint ehall be the
fy 1, 2008 mz«,,uc;m”um 20, 2008, intaling

[
(',.) To be subliacted from the ioial amount priot t olettibution shall be
$1,200,688, 10 petcent of prior vear nel revenue rezerved for cash on hand.

(4) Aleo ie be subdiscled from ths total .'m. uni prior to distribution shall be
§114,780, one-hielf of the amount cver 15 peicent of plior year net revenue
reserved for cast on hand, and it is -

FURTHER RESOQLVED thet grant payments are to be made frem furids received
pursuant ic Business and Frofessions Code Section €212 arid the income eained from
investment oi such funds, ana that payment ¢f grants iz contingent upon the State Bay
having sufficient riioney on hand from such sources to make the scheduled paymsnts;

anditis
FURTHER RESGLVYED that the Legal Services Trust Fund Coimmission is

directed to rnoniter program revenue during the grant year and io recommend action to
change the total grant amount ior the vear if needed in the event of significant variances

from projections.



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 $ ( 114760)
Total Grant Amount for 2006-2007 $ 12,720,721
Prior Year Distribution (2005-20086) $ 12,005,677
Percent Increase from Prior Year Distribution 6%

ATTACHMENT



Selectinn Guidelines for State Bzr Appointmenis o the
£BA House of Delegetes

The State Bar will strive to appoint menibers frem its applicant pool meeting ifi:';
following guidelines: :

v One (1) delegzte who qualifies as the veung lawyer represeritative;
¢ Up to two (2) delegaies to include the most immediate past member of the :w :

Board of Governors 2nd any. immediate past officer of the ABA from the Calijiast = -
ABA Delegation; e

.
¢ Two () merbers who have rict had substential volunteer experienre but &8
possese tha leadership and cthar skills to be successful defegation members; ang %

e e e i

¢ Gix (8) elegates whe have substeniie! ber experience, especially with the ABA, a; :
are tvpicel of other State Ear eppointments.
N\

Unicee othelwise suiiorized Ly fhie Boerd of Governers, Eeeh cach meribe - |
ihe State Bar's ABA delegaticr would ke eligible foi reappointrnent to ne more %
threc (3) consecutive two-year sppcintments or a maximum uf six (6) conseat::, -
yezre of service with the delegation. Delegates who have completed such servt
may pply in the future efter a period of not less than two years from the date of iz
expiration of the delegate’s last term of service with the State Bar. 3

L8
A1l members will be #ncouraged to become broadly participant in ABA activities in orde%
fullv represent the interests of California attorneys. i

54-166 RESGLVED, upon recommendation of the Board Committee on Stakeholdef:
Relations, that the Eoard hereby approves that the distribution of IOLTA grants fres
the Legal Services Trust Fund Program for the grant period July 1, 2008 thro:
June 30, 2007 shall be made in the order and manner provided by Business a&l’

Profassions Code Section 6216, and the funds to be distributed chaii BE ..
$12,720,721 calculated as follows: |

(1) . The amount projected to be received by the Legal Services Trust Fi
Program and the interest earned thereon from July 1, 2005 through June 30, 20 -
totaling $ 15,256,329, s hall be allocated for the grant period July 1, 2006 throgf
June 30, 2007. r N

(2) The administrative costs to be deducted pricr to distribution shall be the cogif
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 $1,200,5%
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 ;
$114,760, one-half of the amount over 15 percent of prior year net reven
reserved for cash on hand, and itis
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FURTHER RESOLVED that grant payments are to be made from funds received
pursuant to Business and Professions Code Section 6212 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 fo
change the total grant amount for the year if needed in the event of significant

variances from projections.

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

Californiz; and it is

FURTHER RESOLVED, that that Boara Committee on Operations, acting on tehalf
of the Board between regularly scheduied meetings, hereby authorizes the
Committee on Group Insurance Programs to formally present this Board Resolution
to Raphael Cotkin &t it's Planning Session dinner on Monday, March 13,72006.

[The abwé is a report of emergenicy fax-poll action taken by the Boerd Comnittee
on Opergtions on behalf of the Board, March 3 — €, 2006, between reguiarly

scheduled Board meetings.]

RESOLVED, upon the recommendation of the Los Angeles County Bar Association,
that the Board Committee on Operationz, 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 resofution in the
Tribute Book by March 15, 2006, to be presented to the Chief Justice at the dinner

in his honor on April 4, 2006.

[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 regularly

scheduled Board meetings.]

Upon rﬁotion made, seconded and adopted, it was

RESOLVED, upon recommendation of the Board Committee on Opérations, that
the Board hereby reje?: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 tha Executive
Director the authority to communicate a final proposal to the Foundation; and it is

g 2 5
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Attachment B
Distribution Spreadsheet of Revenue and Expenses Since 2008

The STATE BAR of CALIFORNIA - OFFICE of ACCESS & INCLUSION 5/30/2023

Bank { Equal Access, Justice Gap, ion 11 & 11I, CalHFA, & Legal Services Trust Funds

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% 2.16% 0.38% 0.08% 1.94%
Income 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Bank Trust Account Revenue $ 22,268,850 $ 6,540,851 $ 6,793,426 $ 6,077,611 $ 5,007,709 $ 4,992,897 $ 5225763 $ 5,584,435 $ 6,439,199 $ 7,036,095 $ 20,910,031 $ 46,454,116 $ 26,276,804 $ 22,526,029 $ 54,073,155
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 6,255,553 6,417,677 6,158,012 6,348,718
Voluntary Fees/Donatinos - PLL - - - - - - - - - 800,355
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 1,537,668 1,820,706 1,175,151 1,405,822
Transfer from Affinity & Insurance - - - - 2,000,000 - - 400,000 - - 463,845 - - - -
Transfer from Legislative Activities - - - - - 2,000,000 - - - - - - - -
Transfer from Justice Gap - - - - - - - - - - - - 1,000,000 1,500,000 1,000,000
Tax-Intercept Funds - - - - - - 178,289 99,134 75,822 119,584 154,868 177,141 914 - -
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 77,687 143,834 661,740 696,142 (21,590) 89,223
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 55,086,218 36,212,243 31,337,602 63,717,273
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 35,242,000 16,215,600 20,392,000 63,640,440
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 4,864,180 3,138,445 5,482,000 5,207,901
Equal Access-State Bar Admin 514,575 566,446 526,379 528,451 527,199 525,120 498,910 442,413 457,500 550,626 487,904 593,540 228,880 486,000 1,431,416
Grant Repayments. 15,682 5,866 4,321 7,737 57,735 8,123 - - - - 116,876 134,591 168,263 - -
Investment Income 80,673 18,861 12,802 3,355 (1,514) (7,332) (4,429) (1,324) 2,392 10,073 (45,597) 52,697 226,708 (7,018) 29,003
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 40,887,008 19,977,896 26,352,982 70,308,760
Bank Settlement Awards - - - - - - - 6,085,197 44,778,670 - - - - - -
Grants & Grant Repayments - - - - - - - - - 15,976 11,928 601 - - -
Investment Income - - - - - - - - 155,347 287,025 658,219 497,098 321,855 (9,955) 41,140
Bank Settlement Sub-Total - - - - - - - 6,085,197 44,934,017 303,001 670,147 497,699 321,855 (9,955) 41,140
Homlessness Prevention II* - - - - - - - - - - - - - 9,923,704 9,865,671
Homlessness Prevention Il State Bar Admin - - - - - - - - - - - - - 107,037 336,940
Homlessness Prevention Il Sub-Total __ 10,030,741 10,202,611
Homlessness Prevention Il - - - - - - - - - - - - - - 26,000,000
Homlessness Prevention IIl State Bar Admin - - - - - - - - - - - - - - 346,449
Homlessness Prevention Il Sub-Total 26,346,449
CalHFA - - - - - - - - - - - - - - 3,680,001
CalHFA State Bar Admin - - - - - - - - - - - - - - 70,201
CalHFA Sub-Total 3,750,202
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 $ 96,470,925 $ 56,511,994 $ 67,711,370 $ 174,366,435
General & Administration Expenses

Employees as of December 10 10 10 10 10 10 9 8 10 10 9 15 14 12 18
Personnel $ 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 $ 1,225475 $ 1,447,230 $ 1,532,509 $ 1,380,131 $ 1,378,256 $ 1,945,368
Operating 217,838 84,046 101,381 115,291 105,593 105,135 148,573 130,371 47,013 85,894 113,241 153,741 108,774 145,595 153,755
Equal Access-Onelustice/LAAC 193,205 202,867 192,888 174,548 169,748 226,699 154,222 229,296 198,865 197,740 178,615 212,910 199,573 284,367 196,338
Indirect Costs 327,116 312,876 354,496 462,773 493,622 469,861 398,910 578,654 663,120 806,376 829,804 901,200 810,034 1,072,578 1,330,197
General & Administration 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 2,800,360 2,498,512 2,880,796 3,625,657
Grant Expense Sub-Total

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 27,463,024 55,294,144 23,951,697 35,414,534
Equal Access 16,158,761 16,158,554 17,831,833 18245360 16,142,680 16,264,319 12,020,468 17,610,257 14,837,423 20,804,644 25,677,762 34,567,326 25,006,696 24,396,022 69,778,965
PLL 646,198
Bank Settlement - - - - - - - - 4,872,790 7,089,925 9,891,289 9,452,789 11,111,629 2,272,758 2,272,084
Homlessness Prevention II* - - - - - - - - - - - - - 9,865,683 9,865,671
Homlessness Prevention IIl - - - - - - - - - - - - - - 26,000,000
CalHFA - - - - - - - - - 3,680,001
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 71,483,139 91,412,469 60,486,160 147,657,453
Total Expenses $ 33,342,209 §$ 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 $ 74,283,499 $ 93,910,981 $ 63,366,956 $ 151,283,110
General & Admin Exp/Total Expenses 4.92% 5.15% 5.17% 5.83% 6.32% 6.82% 9.56% 6.84% 6.16% 5.61% 4.94% 3.77% 2.66% 4.55% 2.40%)
Year-End Net Position (Net Assets)

Legal Services Trust (IOLTA)" $ 16,048,383 $ 8,401,696 $ 3,269,770 $ (49,922) $ 500,717 $ 922,462 $ 4,914,889 $ 6,787,029 $ 10,260,650 $ 11,171,340 $ 24,082,586 $ 49,842,538 $ 28,397,036 $ 32,594,905 $ 57,456,947
Percentage Net Assets to prior

year revenue 34% 45% -1% 6% 7% 43% 60% 76% 79% 155% 174% 52% 90% 183%|

]Legal Services Trust (IOLTA) Net Position includes Justice Gap Fund balance.

2

Al i greg by Fund for

Prevention did not begin until 2012, thus financial activity for Homelessnee Prevention | (HPI) is included in Equal Access. Financial activity for Homlessness Prevention Ill (HPIIl) began in 2022.



IOLTA 2022 Revenue Projections vs. Actual Detail

Jan — March 2022 (Actual)
April — Dec 2022 (Projected)

Jan — December 2022 (Actual)
Total YTD IOLTA Revenue|
Justice Gap, Legal Services Donations, and other revenue(Projected):
Justice Gap, Legal Services Donations, and other revenue(Actual):
2022 YTD TOTAL REVENUE(Actual + Projected)
Expenses
(Grant Distribution, Admin, and transfers) Projected

(Grant Distribution, Admin, and transfers) Actual

Ending Net Fund Assets

ATTACHMENT C

2022 Actual

Amount Difference % Difference

54,073,155

54,073,155

9,650,532

63,723,687

38,861,645

57,456,947




IOLTA 2023 Revenue Projections and Grant Distribution Detail

ATTACHMENT D

Revenue, Expenses, and Assets 2023
A. Revenue
Jan-Mar IOLTA Revenue (Remittance) S 34,469,441
Apr-Dec IOLTA Revenue (Projected) S 71,653,450
IOLTA Revenue S 106,122,891
Justice Gap, Legal Services Donations, and other revenue:
Justice Gap Fund Donations (Projected) S 1,405,822
Legal Services Voluntary Fee Donations (Projected) S 6,300,000
Justice Fund Gap (JGF Transfer - Projected) S 1,000,000
Combined LSTF & JGF Interest & Tax Intercept Funds S 2,088,030
Total Revenue:| $ 116,916,743
B. Expenses
IOLTA Grant Distributions (Actual) S 50,684,923
IOLTA and Justice Gap Administration (Projected) S 2,462,445
Justice Gap Fund (Transfer Out) S 1,000,000
Transfer to Restricted Reserve 25,000,000
Total Expenses:| S 79,147,368
C. Net Revenue (Total Revenue less Total Expenses)| $ 37,769,375
D. Net Assets
Net Position for Prior Year (Both JGF and LSTF) S 57,456,947
Net Revenue less Expenses S 37,769,375
Total Ending Net Assets for Funding:| $ 95,226,322
Restricted Reserve 25,000,000
Total Ending Net Assets with Restricted Reserve| $ 120,226,322




ATTACHMENT E

The State Bar of California
April 2023
History of Legal Aid Grants by Year

GRANTS
EAF CARE Court
Grant Year IOLTA EAF Formula | EAF Partnership | Partnership 2.0 Homeless.ness HPII HPIII HP 4 CalHFA Consumer Debt Planning Bank Settlement PLL Law Fellowship Totals
Prevention
1984-85 $ 6,881,000 $ 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 15,543,372, 14,399,971 1,600,000 31,543,343
2009-10 13,952,109 14,400,000 1,625,000 29,977,109
2010-11 11,866,435 18,000,000 2,000,000 31,866,435
2011-12 10,685,785, 14,580,000 1,570,000 26,835,785
2012-13 10,685,783, 14,665,872 1,624,000 26,975,655
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 23,520,554 2,666,000 5,049,999 11,111,629 97,642,326
2021 23,951,697 21,163,881 2,423,413 9,865,671 2,272,758 647,000 60,324,420
2022 35,487,856 58,147,328 2,580,574 3,880,237 9,865,671 25,999,994 3,680,001 2,272,084 617,000 142,530,745
2023 50,684,923 31,626,571 2,786,000 9,634,914 25,999,994 16,819,538 3,680,001 4,749,999 250,000 760,000 146,991,940
Totals $ 618,325,928 | $ 403,986,811 [ $ 40,023,421 [$ 3,880,237 | $ 19,850,000 | $ 29,366,256 | $ 51,999,988 [ $ 16,819,538 [ $ 7,360,002 | $ 4,749,999 | $ 250,000 | $ 46,963,264 | $ 1,264,000 | $ 760,000 | $ 1,245,599,444

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.
3) 2023 Law Fellowship Grant amount is a preliminary estimate

https://castatebar.sharepoint.com/sites/Access and Inclusion/OAI Grants/Grant Lists/History of Grant Distributions - Communications (4)
5/30/2023 - 5:51 PM


https://castatebar.sharepoint.com/sites/Access

	Approval of Interest on Lawyers' Trust Accounts Grant Distribution for 2024
	EXECUTIVE SUMMARY
	BACKGROUND
	IOLTA STATUTE
	DISTRIBUTION OF IOLTA FUNDS AND RESERVE POLICY
	IOLTA Compliance, Recertification Efforts, and Leadership Bank Program
	CHANGES TO THE FEDERAL FUNDS RATE AND ONGOING FUNDING CHALLENGES
	FEE STATEMENTS, JUSTICE GAP FUND, AND OTHER CONTRIBUTIONS
	STATE BAR INVESTMENT POLICY

	DISCUSSION
	RECOMMENDED 2024 IOLTA DISTRIBUTION AND TARGET RESERVE
	Forecasting IOLTA Revenue
	Recommended 2024 IOLTA Distribution and Projected Reserve
	Multiyear Budgeting
	Recommendation to the Board of Trustees


	FISCAL/PERSONNEL IMPACT
	AMENDMENTS TO RULES
	AMENDMENTS TO BOARD OF TRUSTEES POLICY MANUAL
	STRATEGIC PLAN GOALS & IMPLEMENTATION STEPS
	RECOMMENDATIONS
	ATTACHMENTS LIST
	ATTACHMENT A
	Legal Services Trust Fund Program: Sat Amount for Distribution for 2006-2007 IOLTA Grants
	Executive Summary
	BACKGROUND
	PROPOSED CHANGE
	CURRENT AND PROJECT REVENUE AND CASH ON HAND
	RECOMMENDATION
	BOARD BOOK/ADMINISTRATIVE MANUAL IMPACT:
	PROPOSED RESOLUTION
	Legal Services Trust Fund Distribution
	Grant Amount Calculation

	Selection Guidelines for State Bar Appointments to the ABA House of Delegates


	Attachment B
	Distribution Spreadsheet of Revenue and Expenses Since 2008

	ATTACHMENT C
	IOLTA 2022 Revenue Projections vs. Actual Detail

	ATTACHMENT D
	IOLTA 2023 Revenue Projections and Grant Distribution Detail

	ATTACHMENT E
	History of Legal Aid Grants by Year






