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§1640.3

Board of Directors at a public meeting.
LSC will provide recipients with notice
when the list is modified.

(b) For the purposes of this part and
the laws referenced in paragraph (a) of
this section, LLSC is considered a Fed-
eral agency and a recipient’s LSC funds
are considered Federal funds provided
by grant or contract.

§1640.3 Contractual agreement.

As a condition of receiving LSC
funds, a recipient must enter into a
written agreement with the Corpora-
tion that, with respect to its LSC
funds, will subject the recipient to the
applicable Federal laws relating to the
proper use of Federal funds. The agree-
ment must include a statement that all
of the recipient’s employees and board
members have been informed of such
Federal law and of the consequences of
a violation of such law, both to the re-
cipient and to themselves as individ-
uals.

§1640.4 Violation of agreement.

(a) LSC will determine that a recipi-
ent has violated the agreement de-
scribed in §1640.3 when the recipient
has been convicted of, or judgment has
been entered against the recipient for,
a violation of an applicable Federal law
relating to the proper use of Federal
funds with respect to its LSC grant or
contract, by the court having jurisdic-
tion of the matter, and any appeals of
the conviction or judgment have been
exhausted or the time for appeal has
expired.

(b) A violation of the agreement by a
recipient based on recipient conduct
will result in the Corporation termi-
nating the recipient’s LSC grant or
contract without need for a termi-
nation hearing. While an appeal of a
conviction or judgment is pending, the
Corporation may take any necessary
steps to safeguard its funds.

(c) LSC will determine that the re-
cipient has violated the agreement de-
scribed in §1640.3 when an employee or
board member of the recipient has been
convicted of, or judgment has been en-
tered against the employee or board
member for, a violation of an applica-
ble Federal law relating to the proper
use of Federal funds with respect to the
recipient’s grant or contract with LSC,
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by the court having jurisdiction of the
matter, and any appeals of the convic-
tion or judgment have been exhausted
or the time for appeal has expired, and
the Corporation finds that the recipi-
ent has knowingly or through gross
negligence allowed the employee or
board member to engage in such activi-
ties.

(d) A violation of the agreement by
the recipient based on employee or
board member conduct will result in
the Corporation terminating the recipi-
ent’s LSC grant or contract. Prior to
termination, the Corporation will pro-
vide notice and an opportunity to be
heard for the sole purpose of deter-
mining whether the recipient know-
ingly or through gross negligence al-
lowed the employee or board member
to engage in the activities leading to
the conviction or judgment. While an
appeal of a conviction or judgment or a
hearing is pending, the Corporation
may take any necessary steps to safe-
guard its funds.
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Subpart A—General

§1641.1 Purpose/Applicability.

In order to assist in ensuring that re-
cipients receive acceptable audits, this
part sets out the authority of the Legal
Services Corporation (‘‘LSC’’) Office of
Inspector General (‘‘OIG”) to debar,
suspend or remove independent public
accountants (“IPAs”’) from performing
audit services for recipients. This rule
informs IPAs of their rights to notice
and an opportunity to be heard on ac-
tions involving debarment, suspension
or removal, and the standards upon
which such actions will be taken. This
part applies to IPAs performing audit
services for recipients, subrecipients or
other entities which receive LSC funds
and are required to have an audit per-
formed in accordance with guidance
promulgated by the OIG.

§1641.2 Definitions.

Adequate evidence means information
sufficient to support the reasonable be-
lief that a particular act or omission
has occurred.

Audit services means the annual fi-
nancial statement audit of a recipient,
including an audit of the recipient’s fi-
nancial statements, systems of inter-
nal control, and compliance with laws
and regulations.

Contract means an agreement be-
tween a recipient and an IPA for an
IPA to provide audit services to the re-
cipient.

§1641.2

Conviction means a judgment or con-
viction of a criminal offense by any
court, whether entered upon a verdict
or plea, including but not limited to,
pleas of nolo contendere.

Debarment means a decision by the
debarring official to prohibit an IPA
from soliciting or entering into new
contracts to perform audit services for
recipient(s) based upon a finding by a
preponderance of the evidence that any
of the causes for debarment set out in
§1641.7 exist. Debarment may cover an
IPA’s contracts with all recipients or
with one or more specific recipients.

Debarring official is the official re-
sponsible for debarment, suspension or
removal actions under this part. The
OIG legal counsel is the debarring offi-
cial. In the absence of an OIG legal
counsel or in the discretion of the In-
spector General, the debarring official
shall be the OIG staff person or other
individual designated by the Inspector
General.

Indictment means a charge by a grand
jury that the person named therein has
committed a criminal offense. An in-
formation, presentment, or other filing
by competent authority charging a
criminal offense shall be given the
same effect as an indictment.

IPA means an independent public ac-
countant or firm of accountants.

Knowingly means that an act was
done voluntarily and intentionally and
not because of mistake or accident.

Material fact means one which is nec-
essary to determine the outcome of an
issue or case and without which the
case could not be supported.

Person means an individual or a firm,
partnership, corporation, association,
or other legal entity.

Preponderance of the evidence means
proof by information that, compared
with that opposing it, leads to the con-
clusion that the fact at issue is more
probably true than not.

Removal means a decision by the de-
barring official to prohibit an IPA from
performing audit services in subse-
quent years of an existing contract
with one or more specific recipients
based upon a finding by a preponder-
ance of the evidence that any of the
causes set out in §1641.18 exist.

Suspension means a decision by the
debarring official, in anticipation of a
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