Cuts Hit Home
Weak real estate market hurts legal aid clients
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Damage from the nation’s financial crisis is spreading 

like waves from a nuclear blast, and among the hardest 

hit are society’s most vulnerable – those who turn to legal 

aid organizations for representation.
Because the majority of funding for legal aid groups is

generated by real estate-related trust accounts, the
collapse of the nation’s real estate market has blown a

massive hole in legal aid budgets. The New

Haven Legal Assistance Association, for

example, will receive an estimated $1.3 million

in funding in 2009 from the IOLTA 
(Interest on Lawyers’ Trust Accounts) program,

half of its $2.6 million allotment in 
2008. IOLTAprovides 70 percent of the 
organization’s funds.
“This drop has been devastating,” said

Patricia Kaplan, executive director of the

association. “This is the worst crisis I’ve

seen in my 30 years here.”
Kaplan joined the organization as an

attorney in 1978 and was named executive

director in 1991. She is also a visiting professor

at the Quinnipiac School of Law.
New Haven Legal Assistance will eliminate

three paralegal positions and one

administrative post in 2009, Kaplan said.

The two unions representing the group’s

20 attorneys and seven paralegals have

agreed to accept cuts in salary and hours,

and efforts are under way to place one or

two attorneys in temporary posts at local

university law clinics. The organization

also will conduct fewer community workshops,

she said.
NHLA took on 2,000 cases last year.

The group helps society’s neediest, from

women suffering domestic violence and

senior citizens in nursing homes to low-income

residents facing eviction or health

issues and families with children who need

special education services. Kaplan said the

organization makes a special effort to help

people with mental or physical challenges.
Susan Nofi-Bendici, a state Department

of Labor attorney who serves on

NHLA’s board of directors, said the cuts

will be devastating for the community.
“Even when we were fully staffed, we

had to turn people away,” said Nofi-Bendici, 
who previously worked for New Haven

Legal Assistance as an attorney. “Now more

clients will have to go without representation,

at a time they will need it the most.”
Kaplan vowed to persevere. “We are

going to continue to fight for people’s

rights and for their access to justice,” she

said. To counter the looming deficits, she is

increasing efforts to raise funds from existing

sources such as area foundations and

law firms. Legal aid groups also are reaching

out to state lawmakers, even though

the state is facing massive deficits as well.

Some states, for instance, supplement

IOLTA payments by raising filing fees and

fines and designating the added funds to

pay for legal aid services.
IOLTA programs sprang up in the early

1980s as a way to pay for legal services to

the poor. Under the program, which operates

in all 50 states, attorneys place funds

they are holding for clients in trust

accounts that earn interest; the income is

then distributed to legal aid organizations.
In 2007 the program generated $240

million nationwide. That amount will fall

drastically over the next two years because

a large portion of the IOLTA funds relate

to real estate transactions, a sector of the

economy that crashed in 2008.
In Connecticut, IOLTA funds are

expected to drop from $20 million in 2007

to $8 million in 2008 and possibly as low as

$4 million in 2009, according to Sandy

Klebanoff, executive director of the Connecticut

Bar Association. Besides the New

Haven program, the funding drop also will

hit the state’s other two major legal aid

groups, Connecticut Legal Services and

Greater Hartford Legal Aid.
On a positive note, the Federal Deposit

Insurance Corp. announced in late November

it would fully insure IOLTA accounts

through June 30, 2009. That means the

funds will remain available if the banks

holding the accounts become insolvent.
Brad Saxton, dean of Quinnipiac’s 

School of Law, is on the front lines of the 

funding battle. He is on the board of directors

of the Connecticut Bar Foundation,

which has administered the state’s IOLTA 

program since it began in 1984.
“What’s happened is a perfect storm,”

Saxton said. “The real estate market

ground to a halt, the interest rates paid on

IOLTA accounts fell steeply, and at the

same time, there will be an increased need

for legal aid services. It’s a real crisis, an 

extraordinarily bad situation.”
As a member of the Bar Foundation’s

long-range planning committee, Saxton has

been attending a series of meetings to discuss

ways to raise new funds. The group

plans to seek state funding, even though

the state is also facing big budget deficits

along with increased needs. “The case for

legal services providers is very strong,

because they provide the safety net many

people will need during this crisis,” Saxton

said. “There are going to be a lot of people

with really desperate needs.”
The foundation also is reaching out to

local law firms and asking them to increase

their donations or to start donating funds,

while acknowledging that law firms are

being hit by the economic crisis as well.

Some firms are answering the call already:

Stratton Faxon in New Haven has agreed

to match any increase in donations made

by existing donors to New Haven Legal

Assistance during the organization’s Winter

Appeal fund-raising effort.
Saxton said the foundation has long

been concerned about the risks to legal aid

from depending on so much funding from

one source, especially in light of the volatility

of the housing market.
“This crisis really points out the need to

take a larger look at the funding process,”

he said, noting that the foundation is

working to bring decision-makers together

to discuss potential changes.
