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§1630.17

§1630.17 Applicability to derivative in-
come.

(a) Derivative income resulting from
an activity supported in whole or in
part with LSC funds shall be allocated
to the fund in which the recipient’s
LSC grant is recorded in the same pro-
portion that the amount of LSC funds
expended bears to the total amount ex-
pended by the recipient to support the
activity.

(b) Derivative income allocated to
the LSC fund in accordance with para-
graph (a) of this section is subject to
the requirements of this part.

Subpart D—Closeout Procedures

§1630.18 Applicability.

This subpart applies when a recipient
of LLSC funds:

(a) Ceases to exist as a legal entity,
including merging or consolidating
functions with another LSC recipient
when the other recipient becomes the
LSC recipient for the service area; or

(b) Otherwise ceases to receive funds
directly from LSC. This may include
voluntary termination by the recipient
or involuntary termination by LSC of
the recipient’s LSC grant, and may
occur at the end of a grant term or dur-
ing the grant term.

§1630.19 Closeout plan; timing.

(a) A recipient must provide LSC
with a plan for the orderly conclusion
of the recipient’s role and responsibil-
ities. LSC will maintain a list of the
required elements for the closeout plan
on its Web site. LSC will provide re-
cipients with a link to the list in the
grant award documents.

(b)(1) A recipient must notify LSC no
less than 60 days prior to any of the
above events, except for an involuntary
termination of its LSC grant by LSC.
The recipient must submit the closeout
plan described in paragraph (a) of this
section at the same time.

(2) If LSC terminates a recipient’s
grant, the recipient must submit the
closeout plan described in paragraph
(a) of this section within 15 days of
being notified by LSC that it is termi-
nating the recipient’s grant.
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§1630.20 Closeout costs.

(a) The recipient must submit to LSC
a detailed budget and timeline for all
closeout procedures described in the
closeout plan. LSC must approve the
budget, either as presented or after ne-
gotiations with the recipient, before
the recipient may proceed with imple-
menting the budget, timeline, and
plan.

(b) LSC will withhold funds for all
closeout expenditures, including costs
for the closing audit, all staff and con-
sultant services needed to perform
closeout activities, and file storage and
retention.

(c) LSC will release any funding in-
stallments that the recipient has not
received as of the date it notified LSC
of a merger, change in status, or vol-
untary termination or that LSC noti-
fied the recipient of an involuntary ter-
mination of funding only upon the re-
cipient’s satisfactory completion of all
closeout obligations.

§1630.21 Returning funds to LSC.

(a) Excess fund balance. If the recipi-
ent has an LSC fund balance after the
termination of funding and closeout,
the recipient must return the full
amount of the fund balance to LSC at
the time it submits the closing audit to
LSC.

(b) Derivative income. Any attorneys’
fees claimed or collected and retained
by the recipient after funding ceases
that result from LSC-funded work per-
formed during the grant term are de-
rivative income attributable to the
LSC grant. Such derivative income
must be returned to LSC within 15 days
of the date on which the recipient re-
ceives the income.
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PROPERTY MANAGEMENT
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Subpart A—General Provisions

§1631.1 Purpose.

The purpose of this part is to set
standards for purchasing, leasing,
using, and disposing of LSC-funded per-
sonal property and real estate and
using LSC funds to contract for serv-
ices.

§1631.2 Definitions.

As used in this part:

(a) Capital improvement means spend-
ing more than $25,000 of LSC funds to
improve real estate through construc-
tion or the addition of fixtures that be-
come an integral part of real estate.

(b) LSC property interest agreement
means a formal written agreement be-
tween the recipient and LSC estab-

§1631.2

lishing the terms of LSC’s legal inter-
est in real estate purchased with LSC
funds.

(c) Personal property means property
other than real estate.

(d) Purchase means buying personal
property or real estate or contracting
for services with LSC funds.

(e) Quote means a quotation or bid
from a potential source interested in
selling or leasing property or providing
services to a recipient.

(f) Real estate means land and build-
ings (including capital improvements),
excluding moveable personal property.

(2)(1) Services means professional and
consultant services rendered by per-
sons who are members of a particular
profession or possess a special skill and
who are not officers or employees of an
LSC recipient. Services includes, but is
not limited to intangible products such
as accounting, banking, cleaning, con-
sultants, training, expert services,
maintenance of equipment, and trans-
portation.

(2) Services does not include:

(1) Services provided by recipients to
their employees as compensation in ad-
dition to regular salaries and wages,
including but not limited to employee
insurance, pensions, and unemploy-
ment benefit plans;

(ii) Insurance, including malpractice
insurance provided to staff attorneys
and organizational insurance (e.g., di-
rectors and officers liability insurance,
employment practices liability insur-
ance, and commercial liability insur-
ance);

(iii) Annual audits required by sec-
tion 509(a) of Public Law 104-134;

(iv) Services necessary to conduct
litigation on behalf of clients (e.g., ex-
pert witnesses, discovery);

(v) Contracts for services necessary
to address a recipient’s internal per-
sonnel issues, such as labor counsel, in-
vestigators, and mediators; and

(vi) Contracts for employees, whether
with the employee directly or with a
placement agency.

(h) Source means a seller, supplier,
vendor, or contractor who has agreed:

(1) To sell or lease property to the re-
cipient through a purchase or lease
agreement; or

(2) To provide services to the recipi-
ent through a contract.
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