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To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EQOP, Jochn Monahan @ 690-5672 @ fax, Richard J.
Tarplin @ 690-73B0 @ fax

cc:
Subject: Today's Houston Chronicle Story

Panel OKs private option for
welfare screening

Critics fear profits would override access

By POLLY ROSS HUGHES
Copyright 1997 Houston Chronicle Austin Bureau

AUSTIN -- In spite of public testimony urging lawmakers to
prevent private companies from screening Texas welfare
applicants, a state Senate panel Wednesday approved a bill

leaving that optign open.

Groups representing churches, health care consumers, the
needy and state workers told members of the Health and
Human Services Committee they fear private companies
would put corporate profits above public needs, would
reduce access to benefits and would not be held
accountable to Taxpayers.

"There's a good chance that we may convert the system of
public welfare, and there's a realistic danger the taxpayers of
Texas will get fleeced,” said Bill Beardall, a lawyer with the
Texas Appleseed Advocacy Fund, which provides legal
assistance for the poor. "We want to make sure that doesn't
happen.”

The bill, sponsored by Sen. Bill Ratliff, R-Mount Pleasant,
and backed by Gov. George W. Bush, calls for private
companies to help streamline a_computer system to screen
applicants for welfare programs. The new system is billed as
a one-stop shopping approach for applicants and would
match welfare applicants with work programs.

But the bill also leaves the door open for Texas to eventually
go ahead with a more sweeping privatization project worth
$2 billion over five years. That proposal has been rejected
by the federal government, but some Texas lawmakers arg

trying to reverse that decision.




Texas' original privatization project, which is at the heart of a
dispute between Bush and the Clinton administration, calls
for private corporations to actually operate Texas' system
and screen applicants for an assortment of welfare-related
programs.

"We're interested in achieving our goals, which include
finding innovative ways to save taxpayers' dollars and
improve services for needy Texans,"” said Bush spokesman
Ray Sullivan. "We also want to preserve our options for the
future.”

On Tuesday, the U.S. Department of Health and Human
Services sent a letter formally rejecting key parts of Bush's
original privatization plan, saying federal law requires
government employees, rather than private ones, to decide
who is eligible for Medicaid and food stamp benefits.

"The status quo is completely unacceptable,” said Bush, who
blames national labor unions for influencing the decision.
"The White House cratered under political pressure.”

Meanwhile in Washington, conservative lawmakers who
support the Bush privatization plan are expected to meet
with White House chief of staff Erskine Bowles on Friday to
discuss their irritation with the president's decision.

Bowles is also hoping to meet the same day with several
Democrats led by Rep. Sheila Jackson Lee of Houston who
oppose the governor's plan.

"The Clinton administration has already ruled that the
determination of eligibility for state programs may not be
privatized,” Jo Smith, representing the League of Women
Voters of Texas, told state senators at the Wednesday
hearing.

"The league agrees with that ruling," she added. "A
corporation's first loyalty, under law, is to its shareholders,
rather than the private citizens of the state of Texas."

Sue Thornton, legislative consultant for Texas Impact, which
represents Protestant, Jewish and Greek Orthodox
denominations, said religious groups cannot handle the extra
burden welfare reform is placing on them. She also said
private companies would start to deny benefits the moment
economic times force case loads up.

"Our nets are bulging right now," she said. "Volunteers are
not trained case workers. We're concerned we may achieve
profits by reducing client access.”

Lisa McGiffert, who lobbies on health issues for Consumers
Union, pointed out that the bill does not allow for public
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debate on what plan ultimately resuits from it.

"We also would like to see a change to limit the scope to
automation,” she said.

Roy Evans, a state employee from El Paso, said as a state
worker who determines eligibility for welfare applicants, he
is privy to highly sensitive information such as Internal
Revenue Service, immigration, medical and child support
records.

While he is subject to felony prosecution for breaching the
confidentiality of such records, he said Ratliff's measure
contains no such safeguards.

Mike Gross, an organizer with the Texas State Employees
Union, said the specter of privatization of welfare eligibility in
Texas is "radical, unprecedented and probably irrevocable.”

He estimates the plan could result in the loss of 5,000 to
10,000 state jobs.

Members of the Health and Human Services Committee,
which approved the bill 9-0, sending it to the full Senate,
heard from Ratliff that the bill's initial focus would be hiring a
private company 16 design_a better computer system for the
state.

"Recent communications at the federal level have drawn that
line, and I'm prepared to live with whatever thatis,” said
Ratliff. "I'm just not sure we can draw that line today."

Yet, Ratliff faced persistent questions from Sen. Mike
Moncrief, D-Fort Worth, who intends to offer an
amendment to scale the bill back to a simple automation
project.

"I want quality of care to be first and foremost and the
hottom line not to be the primary consideration,” Moncrief
said.

If the Senate passes the bill, it will go to the House, which
has already passed a far more modest version allowing
private companies to provide computer and software but
not to screen welfare applicants.

That bill's sponsor -- Rep. Robert Junell, D-San Angelo --
was not available to comment on Ratliff’s bill Wednesday.
However, earlier he indicated he would call for a conference
committee to work out a compromise.

Chronicle reporter Bennett Roth contributed to this story.
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Longress of the Wnited States
Mazhin_gtnn, ML 20515

May 13, 1997

The Honorable William Jefferson Clinton
The White House

1600 Pennsylvania Avenue, N.W.
Washington, D.C. 20500

Dear Mr. President:

We would like to encourage you to disallow the portion of the Texas Welfare Plan that involves
the Texas Integrated Eligibility System (TIES) presented to the Administration for approval.

We believe the TIES plan, which would allow a private company by automation to decide which

. applicants would receive public assistance, should and must be disallowed. The State of Texas has

650,000 recipients of its Aid to Families and Dependents, and 1.4 million recipients of food stamps who
would be adversely affected by this change.

. The need to provide adequate service to the poor is of vital importance and we concur that it is
not a function that can be left solely to private entities under this particular plan. Some private entities
may not hold the same interest as well-trained social service professionals in providing assistance to those
wlhio are less fortunate in our communities.

As local, state, and national governments work to address deficit issues in creative and innovative
ways we should all be mindful of the mission and purpose of the social service system. By your example,
it is clear that reducing cosfs and reforming welfare should not mean the abdication of authority in a
critical area of public policy. It is important that the process of eligibility determination be a considered,
fair, and humanistic process.

While welfare reform has wide-spread support, there is a right way and a wrong way to implement
such reform. Therefore, since we understand that a meeting has been requested by those who support
TIES, we are requesting a meeting with the Administration to present the opposing view as supported by
legislation being offered in the Texas legislature.

Thank you for your consideration. We appreciate your office contacting Kathi Wilkes at 225-3816 -
for the meeting to be arranged.

Thank: you once again for your leadership on this issue.

Sincerely,

Memér of C&ngr_erss

cc. Erskine Bowles

PRINTED ON RECYCLED PAPER
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Letteér to President Clinton

May 13, 1997
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Clinton Promises N

Trymg to provide better health
care coverage for some 150,000 needy
children, Texas Governor George W.
Bush wants to generate some savings

by spending less on welfare adminis- -

tration. After nine months of stalling,
the Clinton White House has ]ust
turned him down.

' This is the same Bill Clinton who
famously promised “to end welfare as
we know it.” This is the same Bill Clin-
ton who has been pressing to expand
héalth coverage for poor children, in-
sisting -that the budget agreement
with Congress.earmark $18 billion for

that purpose. This is the same Bill

Clinton who during last year’s election
“campaign signed a welfare reform bill
supposedly. giving wide discretion to
the states. In the end, though, this
same Bill Clinton overruled his own
Cabinet to side with his reactionary
union allies. o

- The story is worth recounting sim-
ply to show what it's like to negotiate
with our present President, but also be-
cause it has huge potential implica-
tions for welfare reform nationwide.
The administrative costs that Gover-

nor Bush wants to pare in Texas cost

federaland state governments a whop-
ping $28 billion a year—to deliver $250
billion a year in welfare beneiits. Sev-
eral governors are convinced these ad-
ministrative functions could be priva-
tized, with likely administrative sav-
ings of 20% t0 35%.

Many states are already experi-
menting with contracting out parts of
their welfare apparatus. Thirty states
use Lockheed Martin to collect child
support payments, for example, and
the "‘company aiso runs the federal
computer to find deadbeat dads. Max-
imus Corp. of McLean, Va., which
helps run local -welare offices for
states, has doubled in size in the past
vear. Wisconsin is allowing both pri-
vate companies and nonprofits such as
Goodwill Industries to bid on screen-
ing, training and placing welfare re-
cipients in jobs. California and Ari-
zona have plans similar to that just ve-
toed in Texas.. '

Paring state bureaucracies, of
- course, is apathema to public em-
ployee unions; to them the loss of state
jobs spells smaller union dues and less
political clout. When Governor Bush
and Texas legislators decided to con-
tract with private firms to set up one-
stop assistance bureaus that would al-
low recipients to apply for .all their
benefits at once, the unions went bal-
listic. Their radio ads featured the
sound of exploding bombs; “Texas is
under attack. They're coming after

us,” an announcer intoned. “The guys
who brought us the $3,000 toilet seat
are trying to take over public services
for families, children and seniors.”

Worried that Governor Bush'’s plan
would create a bandwagon effect in
other states, the unions helped con-
vince the White House to sit for nine
months on his request for a federal
waiver. On March 28, President Clin-
ton met at the White House to discuss
the Texas welfare plan with four union
leaders, including AFL-CIO President
John Sweeney.

In April, a memo to the Pres1dent
warned that “we must give Texas an
answer immediately.” The memo—

signed by Health and Human Services .

Secretary Donna Shalala, Agriculture

Secretary Dan Glickman and White

House domestic policy adviser ‘Bruce
Reed—observed that “the state hds

engaged in good faith discussions with -

various agencies for more than nine
months, and -state officials are now
publicly criticizing the administra-
tion.” It suggested the White House

. approve a compromise plan, giving

Texas leeway on administration of in-
come supports while barring private
workers from the food stamp and Med-

icaid programs, on which the welfare -

reform bill provaded tighter federal
regulation. .
“As you know, labor leaders would

like us to refuse the Texas request en-
tirely,” the memo read. “They see -
even limited privatization as. a dan- -

gerous precedent and have made clear

they view this decision as critically' ‘

important to public employee unions.”

On May 5, Governor Bush fired off an
angry letter to Secretary Shalala com-
plaining about “double talk and run-

arounds.” And last Friday, Governor
Bush finally got his answer: No.

Mr. Clinton rejected not only the
Texas waiver, but also the compro-
mise proposed by his own Cabinet of-
ficials. At a news briefing Ms, Shalala
explained that only state employees

could determine eligibility for federal .
- programs. Governor Bush'’s office crit-

icized the White House for “letting its

"~ waiver policy be determined by the

AFL-CIO.”

For- &il- the Clinton welfare

promises, and all the baliyhoo about

the welfare reform bill, the Clinton

‘White House is now fighting a rear- .
guard action to save.welfare as we

know it. We have to wonder what this
says about whether the White House
will make a good-faith effort to honor
the federal budget agreement now be-
ing ballyhooed as welfare reform was
a year ago.
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The scariest thing about Garry
- Kasparov's encounter with Big Blue
was Kasparov's brain. It is not the sort
of thing we often get a chance to see so
clearly.

On one side of the chessboard was
a 2,800 pound IBM RS/6000 SP super-
computer rigged with more than 500
microprocessors capable of analyzing
about 200 million chess positions every
second. And on the other side sataman

who looks pretty much like any one of

us, except that—he isn’t one of us.

Kasparov's brain lives in that same
intense ether of hu- .
man achievement .
that also gave us
Mozart's notations,
Einstein’s calcula-
tions and the colors
seen only in
Monet'’s mind’s
eye, Normally, we
appreciate such ge-
nius merely by
gawking. But by
pitting himself
against Deep Blue—with all these par-
allel processors crunching all the
imaginable gambits a small army of
grandmasters could pour into it—
Garry Kasparov let us sense the power
and potential of our kind.

That on any given day Kasparov
might win, lose or draw with Deep
‘Blue hardly matters. Deep Blue's face-
off with history’'s greatest chess mas-

ter was an event redolent of optimism .

and hope. Which is to say we're not in-

clined to lose much sleep over.

mankind’s impending prostration be-
fore machines of its own devising. But
so far that has indeed been this event’s
metaphor—men battling machines for
“control.” Ultimately, it's a wasteful,
destructive notion.

This is Sierra-Club thinking. It is

Kasparov’s Brain

technology as threat—cold, inanimate
and inherently meriting our suspicion.
Poor Kasparov is driven to his knees by
the faceless technicians behind Big
Blue's curtain; this is high-tech via
Hollywood. It is the world of Robocop,
Frankenstein or the Terminator, who

at film's end is reduced to a single,
metallic clawed hand, preprogrammed

" ‘microprocessors driving it forward to

destroy two helpless humans. _
That may be entertainment, but the
presumably more rational world of pol-
itics and policymaking has contributed
to the fear, often:creating in the late

- 20th century a climate of almost pre-

medieval speokiness about science
and technology. In.this country, it de-
stioyed the nuclear power industry
and turns courtrooms into cauldrons of
scientific superstition; across Europe
people cower foday at the hobgoblin of
‘bicengineered foods. = Alarmed at the
growth of these phobias, the New
York Academy of Sciences not long
ago convehed a symposium on them
and published its papers in a valuable
collection titled “The thht From Sci-
ence and Reason.”

IBM’s supercomputer Deep Blue
does not exist to conguer or humble
the world's chess -champion. Deep
Blue, or massively powerful technolo-
gies similar to it, are typically used to-
day to discover new drug therapies by
sorting quickly through hundreds of
chernical combinations that once re-
quired months of human tedium.

The creation of Deep Blue, in short,
is a marvelous human achievement.
Its creators deserve our admiration.
That it took so many of them so long to
combine such awesome computing
power in a way that could stand up to
one human genius is reason on all
sides for humility—an occasionally -
useful virtue in times such as these.

Asides

-~ Conservative Cat

These last few days had been very
disfracting for the British nation. The
great debate on the future of Europe

and England’s place in it had to be put .

aside; the bigger issue was the man-
sion at 10 Downing Street and
Humphrey’'s place in it. Would the
black and white stray who had set up
residency with the Majors and been
awarded the title of Chief Mouser now
be evicted by the new chatelaine—
quoted as finding cats “unhyglemc""
A photo-op of Cherie Blair clutching

_—

- Humphrey and saying she was mis-
quoted was needed to placate Eng-
land’s . 4.9 million cat-dominated

* households—there’s a reason this na-
tion birthed “Cats.” No doubt Mrs.
Biair promptly went off to scrub and
pop a handful of allergy pills.
Humphrey, we are happy to report,
was not taken in by this public dis-
avowal of past beliefs, unlike many of
‘his countrymen. Refusing to sup with
socialists, he went down to St. James's
Park on Sunday and caught himself a
baby duckling.

THE WALL STREET! JOURNAL
TUESDAY, MAY 13, 1997
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May 13, 1997

NOTE TO BARRY TOIV:

We are sending the attached letter to the Commissioner of Texas Department of Social Services
at approximately 2:30 p.m. today. The letter only restates the issues and guidance we

discussed in the May 2 meeting with Commissioner McKinney.

I've also attached the current Q&As on the Texas TIES project, in general, in case Mike does
get questions at his briefing. We’ll send more after the letter is sent.

Please let me know if you have any questions.
Thank you.

Melissa Skolfield
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DRAET

Michael D. McKinney, M.D.

Commissiconer

Texas Health and Human Services Comm1551on
P.O. Bou 13247

Austin, Texas 78711

Dear Commissioner McKinney:

I am writing to follow up on our most recent meeting and to
respond to your letter dated March 5, 1997 to me concerning the
Texas Integrated Enrollment Services (TIES) project. You asked
that I provide, on behalf of the Administration, guidance under
which Texas could release the TIES request for offers (RFO), if
it so chooses. :

In this letter, I describe the current status of our discussions,
the flexibility available to the State under current law, the
limitations regarding functions which must be performed by State
merit system employees, and next steps in the process of moving
. forward with .the TIES project. Because Texas is considering an
integrated eligibility system, I address both Medicaid and Food
Stamp policy in this letter, the content and language of which
have been approved by the. Department of Agriculture. Official
notification by the Food and Consumer Service (FCS) of the
Department of Agriculture will be provided to you by the FCS:
régional coffice.

- Current Status of Our Discussions

Our staffs have been working together to resolve many issues
related to the development of the TIES project, a highly complex
undertaking by the State that involves the integration of three
large Feéderal programs (Temporary Assistance for Needy Families,
Medicaid and Food Stamps), as well as a number of other Federal
and State programs. The State has submitted for review a draft
RFO which seeks innovative approaches to the delivery of public
services. The draft RFO calls for proposals which would replace
the State's computer system and which would re-engineer the
methods by which eligibility is determined. BAmong the important
technical and policy issues potentially raised by the draft RFO
is the fundamental question of the extent to which functions
historically performed by Stete merit system employees could be
performed by private contractors.

The State has not submitted an actual proposal to privatize State
" functions, nor requested a walver of any Federal statutes or
requlations. Rather, we have engaged in discussions so that the
State would be in a position to communicate to the vendor
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community any restrictions regarding those activities which could
be performed by non-merit system, non-State employees
{hereinafter "non-public employees"). Recognizing that you did
not express interest in discussing a time-limited, sub-State
demonstration during last week's meeting, this letter addresses
the limitations set forth in Food Stamp and Medicaid law and
regulations.

Flexibility Available in Current Statutes and Regulations

Current Food Stamp and Medicaid statutes, regulations and
precedent provide the State with the opportunity to automate and
re-engineer business processes, as well as to use contract staff
to perform a number of functions. Such functions include design,
development and operation of the large and complex information
system which the State expects to implement in TIES. The State
could also employ contract staff to develop and recommend an
integrated and re-engineered eligibility process for the programs
included in TIES. Contract staff could provide training and
assist management in the transition to TIES. In addition, as you
know, Texas has very broad authority to administer the Temporary
Assistance for Needy Families (TANF) program and, with respect to
the administration of TANF, can use non-public employres without
limitation. :

Therefore, significant opportunities exist for the State to take
advantage of the efficiencies and expertise available through the
vendor community in developing and administering -TIES. There
are, however, limitations imposed by law on contractor
involvement related to client certification and eligibility
determinatipn, as described below.

Extent of Work by Non-Public Employees

Section 1902 of the Social Security Act and section 11l({e) {6} of
the Food Stamp Act and implementing regulatlons reflect the
principle that most activities included in the eligibility
determination process (referred to as the certification process
in the Food Stamp Act) nust be performed by public agencies. &
non-public employee may not take actions involving discretion or
value judgments, including all elements of the eligibility
determination process that relate to the evaluation of
information provided by an applicant or bearing on the
eligibility decision.

Redesigning the eligibility determination proccess could have the
effect of merging discretionary and non-discretionary activities.
Whereas previously a series of separable administrative steps
occurred as part of the eligibility determination process,
current technology may enable the State to combine multlple steps
into a single, seamless process. The initial contact,
application, data entry, interview process, reguest for and
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evaluation of appropriate documentation, as well as the resulting
eligibility decision and benefit calculation, may no longer
necessarily be separable and sequential steps. To attempt to
separate certain portions of the eligibility determination
process for the purpose of isolating individual activities
invelving discretion would seem to defeat the State's purpose in
integrating and streamlining program enrollment.

It is more appropriate to restate the intent cf these provisions
-- i.e., in an integrated and streamlined process, most if not
all activities involving personal contact with an applicant or
recipient, including data entry during an interactive discussion
with the applicant, have the potential to involve the use of
discretion or judgment, and to directly influence or affect the
eligibility determination process. Therefore, these activities,
and any other activities in which specific eligibility criteria
are discussed with an applicant or eligibility-related
information is collected and evaluated, must be performed by a
State merit system employee

As we discussed in our meeting, there are narrow instances in
which Medicaid and Food Stamp law and. regulations permit
involvement of non-public employees for the purpose of expanding
and enhancing State outreach efforts. 1In the outstationing
provisions of the Medicaid program, non-public employees are
permitted to perform a number of initial processing activities,
but are not permitted to evaluate the information presented by
the applicant, or make the actual eligibility determination.
Under the Food Stamp Program, volunteers may simply assist
potential clients in filing applications with the State. 1In both
cases, these non-public employees are precluded from engaging in
activities that could have the effect of screening out potential
applicants. Activities involving the use of discretion that
could result in potential applicants being screened out must be
performed by State merit system employees. A significant non-
State presence in the integrated enrollment process could result
in some screening out of potential applicants by non-public
employees.

Pogsible Next Steps

The State may releazse the draft RFO, under the condition that the
State include the applicable language from this lettsr in the
- draft RFO. HHS will approve Federal matching funds for project
planning activities for the costs incurred through the planning
phase.

In order for HHS to consider approving and funding a contract
which may result from release of the RFO, the State must submit
an implemerntation advanced pianning document (IAPD) for HHS®
prior approval follow1ng the solicitation process, in accordance
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with the rules at 45 CFR Part 95, Subpart F. The IAPD must meet
Page 4 - Commissioner McKinney

the requirements specified in the cited rules and provide a
rigorous and positive cost benefit analysis for the project. The
State may want to advise potential offerors to make use of HHS'
cost benefit analysis guidance for State systems. We will
consider HHS funding for the actual project itself at such time
as the State submits an IAPD for approval by the Federal
agencies.

HHS and USDA staff arée available to continue their ongosing
discussions with your office. Mark Ragan, Director of the Office
of State Systems, Administration for Children and Families or his
staff will be in contact with your office shortly. Ruthie
Jackson, FCS Regional Administrator will also be in contact with
your office to advise you of FCS funding.

I want to express my appreciation for your understanding of the
complex issues raised during our consideration of the TIES
project. I also appreciate the time and effort you and your
staff have contributed towards moving these issues to resolution.
If you have any questions concerning the content of this letter,
please do not hesitate to call me or Mr. Ragan at (202) 401-6960.

" Sincerely,

Kevin Thurm
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CLOSE HOLD - For Internal Use Only
Questions and Answers on Texas TIES
Q As some Republicans in Congress have suggesied, doesn’t your guidance contradict the

welfare reform bill which grants states the flexibility to run their own programs?

A No. Based on the welfare law that the President signed in August, Texas already has
the authority to proceed now with the welfare portion of their proposal. However,
Congress and the President retained the laws on Medicaid and Food Stamps because
they have different missions and serve different people. Our guidance to Texas is
consistent with current law:

Remember, Texas is proposing a big, complex undertaking that involves three large
programs: cash assistance, Medicaid and Food Stamps, which are overseen by two
separate federal departments and which have different rules and regulations. ‘We want
to move forward to help the State make its programs efficient, but we nwst be
consistent with current law and protect beneficiaries. And we have told the State that
they can proceed with their RFO based on the conditions we discussed, i.e. consistent
with all of the relevant statutes and regulations governing cash assistance, Medicaid and
Food Stamps.

This Administration has a long record of supporting state flexibility. We granted 80
waivers to 43 states to test innovative strategies to move people from welfare 10 Work.
We have granted 13 Medicaid waivers to help states make their programs more efficient
and effective. And President Clinton signed the welfare law last year that gives states
additional flexibility to design their cash assistance programs. However, we must be
consistent with current law and the President’s first priority is to protect beneficiaries of
these programs.

Q Some members of the House of Representatives are talking about a bill to approve the
Texas project. Would you oppose legislation?

A Ttis unwise for Congress to legislate on administrative actions that should be worked
out between program agencies and our state partner. Based on the welfare law that the
Presidernit signed in August, Texas already has the authority to proceed now with the
weltare portion of their proposal. However, Congress and the President retained the
laws on Medicaid and Food Stamps because they have different missions and serve
different people.

We want to help Texas move forward to make its programs efficient, but we must be

~ consistent with current law and protect the beneficiaries of the three federal programs -
cash assistance, Medicaid and Food Stamps - which have different rules and
regulations. Today we provided a letter to the State recounting the options we presented
at a meeting with Commissioner McKinney last week and we have told Texas that the
State could proceed with its Request for Offers (RFO), under the conditions we
discussed.
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What took you so long in reaching a decision?

This is a very complicated project involving multiple federal benefit programs and
federal agencies. It is not easy to attempt to integrate these programs into one system.
We wanted to carefully consider the many statutory and regulatory provisions in these
federal programs to determine the extent of our legal authority. As you may Know,
under the new welfare law, the states have the flexibility to design the administration of
their cash assistance programs. Yet, Congress and the President retained the laws on
Medicaid and Food Stamps because they have different missions and serve different
people. And we carefully considered what would be in the best interests of protecting
the rights of the beneficiaries of these three different federal programs.

Because this project does involve the concept of privatization, we felt it was important
to clearly state the statutory requirements relating to public vs. private eligibility
determination for the various programs involved. We read the statutes for these
programs as requiring that eligibility determination be in the hands of state
administrators. Making decisions about the eligibility of needy people for benefits is
one of the most fundamental functions of government. We also wanted to insure that
we identified these issues early in the process so as to help the state avert delays later
on in the development of the project.

Did you draw the line with state agencies as a compromise to the unions?
No. We carefully considered this complicared project involving rnultiple federal

programs and agencies and based our decision on our legal authority, not on politics or
union interests. We also made-our decision on what is right and in the best interest of

.protecting the beneficiaries of these three different programs.

Does this decision mean that you believe public employees are better than private ones
in protecting the rights of beneficiaries?

It means simply that we are following the laws as passed by Congress which are
designed to let states seek innovative approaches to improve the efficiency of benefit
programs while protecting the rights of beneficiaries. Making decisions about the
eligibility of needy people for benefits is one of the most fundamentalk functions of
government.

Does this decision close the door to other states to privatize their programs?

No. Under the new welfare law, states have broad authority to design the
administration of their cash assistance programs for families. We encourage states to
seek innovative ways to serve people better and find more eff1c1ency in programs within
the authority permitted by law.
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But I've seen a memo to the President that suggested a much more lenient approach,
which would let Texas privatize many more functions? Why the change?

I'm not going to comment on an internal memo. We presented some new options to the
state and believe any of them could be the basis of a mutually acceptable agreement.
These options are designed to let the state proceed as quickly as possible with their
RFQ, because they would be consistent with all of the relevant statutes and regulations
governing cash assistance, Medicaid, and Food Stamps.

BACKGROUND: The memo laid out an option that would be consistent with Medicaid ‘
- law and practice, and would have required the granting of administrative waivers for

Food Stamps.
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Diana Fortuna/OPD/EOP, Emily Bromberg/WHO/EOP

cc: Laura Emmett/WHO/EOP
Subject: Texas Update

Kevin Thurm is planning to call the state commissioner shortly and fax him the letter.

Skolfield promised McCurry Q&As by 12:30 -- they are currently in internal review at HHS. Before
we knew this, Toiv asked me for Q&As. |'ve since talked to Toiv and we've agreed to wait for the
HHS ones.

Angus King checked in the COS office -- apparently they have not yet officially said yes to the
Texas request for a meeting.

I am working on materials for the COS in case there's a meeting and will have the final letter soon.

Also Podesta and Thurm apparently spoke last night about how to answer a reporter's guastion
about sub-state waivers and think the answer should be that the Administration is willing to
consider sub-state waivers and would have to look at the results of a sub-state waiver before
considering any state-wide policy.
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Record Type: Record

To: See the distribution list at the bottom of this message

ce:- Cynthia A. Rice/OPD/EOP
Subject: Texas 12:45 Update [

Thurm wilt talk to McKinney at approximately 2:30 today (McKinney is unavailable til then).

HHS sent me and Toiv the letter they will send Texas and their older Q&As. They will send
updated Q&As once the Thurm-McKinney conversation happens.

Message Sent To:

Bruce N. Reed/OPD/EOP
Elena Kagan/OPD/EOP
Diana Fortuna/OPD/EQOP
Emily Bromberg/WHO/ECP
Laura Emmett/WHQ/EOP
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Michael D. McKinney, M.D.

Conmissioner

Texas Health and Human Services Commission
P.O. Box 13247

Austin, Texas 78711

Dear Commissioner McKinney:

I am writing to follow up on cur most recent meeting and to
respond to your letter dated March S, 1997 to me ¢oncerning the
Texas Integrated Enrecllment Services (TIES) project. You asked
that I provide, on behalf of the Administration, guldancq under
which Texas could release the TIES request for offers (RFO), if
it so chooses.

In this letter, I describe the current status of cur discussions,
the flexibility available to the State under current law, the
limitations regarding functions which must be performed by State
merit system employees, and next steps in the process of moving
forward with the TIES project. Because Texas is considering an
integrated eligibility system, I address both Medicaid and Foed
Stamp policy in this letter, the content and langquage of which
have been approved by the Department of Agriculture. Official
notification by the Foed and Consumer Service (FCS) of the
Department of Agriculture will be provided to you by the FCS
regional office.

Current Status of Our Discussieons

Our staffs have been working together to resolve many issues
related to the development of the TYES project, a highly complex
undertaking by the State that involves the integration of three
large Federal programs (Temporary Assistance for Needy Families,
Medicaid and Food Stamps), as well as 2 number of other Federal
and State programs. The State has submitted for review a draft
RFO which seeks innovative approaches tc the delivery of public
servicas. The draft RFO calls for proposals which would replace
the State's computer system and which would re-engineer the
methods by which eligibility is determined. Among the important
technical and policy issues potentially raised by the draft RFO
is the fundamental guestion of the extent to which functions
historically performed by State merit system employees could be
performed by private contractors.

The State has not submitted an actual proposal to privatize State
functions, nor regquested a waiver of any Federal statutes or
regulations. Rather, we have engaged. in discussions so that the
State would be in a peosition to communicate to the wvendor
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community any restrictions regarding those activities which could
be performed by non-merit system, non-State employees
(hereinafter "non-public employees"). Recognizing that you did
not express any interest in discussing a time-limited, sub-State
demonstration during last week's meating, this letter addresses
the limitations set forth in Feood Stamp and Medicaid law and
regulations.

ibility Available in Currept statu and Re ations
current Food Stamp and Medicaid statutes, regulations and
precedent provide the State with the opportunity to automate and
re-engineer business processes, as well as to use contract staff
to perform a number of functions. Such functions include design,
development and operation of the large and complex infecrmation
system which the State expects to implement in TIES. The State
could also employ contract staff to develop and recommend an
integrated and re-engineered eligibility process for the programs
included in TIES. Contract staff could provide training and
assist management in the transition to TIES. In addition, as you
know, Texas has very broad authority to administer the Temporary
Assistance for Needy Families (TANF) program and, with respect to
the administration of TANF, can use non-public employees without
limitation. -

Therefore, significant opportunities exist for the State to take
advantage of the efficiencies and expertise available through the
vendor community in developing and administering TIES. There
are, however, limitaticns imposed by law on contractor
involvement related to client certification and eligibility
determination, as described below.

Limitatioi ork by Non-Public Employesa

Section 1902 of the Social Security Act and section 11l(e) (6) of
the Food Stamp Act and implementing regulations reflect. the
principle that most activities included in the eligibility
determination process (referred to as the certification process
in the Food Stamp Act) must be performed by public agerncies. &
non-public employee may not take actions inveolving discretion or
value judgments, including all elements of the eligibility
determination process that relate to the evaluation of
information provided by an applicant E?_bearing on the -
eligibility decisioniis : :

Redesigning the eligibility determination process could have the
effect of merging discretionary and non-discretionary activities.
Whereas previously a series of saparable administrative steps
occurred as part of the eligibility determination process,
current technology may enable the State te combine multiple steps
into a single, seamless process. The initial contact,
application, data entry, interview process, regquest for and
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evaluation of appropriate documentation, as well as the resulting
eligibility decision and benefit calculation, may no lcnger

necessarily be separable and sequential steps. To attempt to /)///
separate certain portions of the eligibility determination

process for the purpose of iseclating individual activities

involving discretion would seem to defeat the State's purpose in
integrating and streamlining program enroliment.

It is more appropriate to restate the intent of these provisions
-- i.e., in an integrated and streamlined process, most if not
all activities invelving personal contact with an applicant or
recipient, including data entry during an interactive discussion
with the applicant, have the potential to involve the use of
discretion or judgment, and to directly influence or afffect the
eligibility determination process. Therefore, these activities,
and any other activities in which specific eligibility criteria
are discussed with an applicant or eligibility-related
information is collected and evaluated, must be performed by a
State merit system employee.

.As we discussed in our meeting, there are narrow instances in
which Medicaid and Food Stamp laws and regulations permit
involvement of non-public employees for the purpose of expanding
and enhancing State outreach efforts. In the ocutstationing
provisions of the Medicaid program, non-public employees are
permitted to perform a number of initial processing activities,
but are not permitted to evaluate the information presented by
the applicant, or make the actual eligibility determination.
Under the Food Stamp Program, volunteers may simply assist
potential clients in filing applications with the State. ' In both
cases, these non-public employees are precluded from engaging in
activities that could have the effect of screening out potential
applicants. Activities involving the use of discretien that
could result in potential applicants being screened out must be
performed by State merit system employees. A significant non-
State presence in the integrated enrollment process could result
in some screening out of potential applicants by non-public
employees.

Possible Next Steps

The State may release the draft RFO, under the condition that the
State include the applicable language from this lettel in the
draft RFO. HHS will approve Federal matching funds for project
planning activities for the coste incurred through the planning
Phase.

In order for HHS to consider approving and funding a contract
which may result from release of the RFO, the State must submit
an implementation advanced planning document (IAPD) for HHS!
prior approval following the solicitation process, in accordance
with the rules at 45 CFR Part 95, Subpart F. The IAPD must meet
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the requirements specified in the cited rules and provide a
rigorous and positive cost benefit analysis for the project. The
State may want to advise potential offerors to make use of HHS'
cost benefit analysis guidance for State systems, We will
consider HHS funding for the actual project itself at such time
as the State submits an IAPD for approval by the Federal
agenclias.

HHS and USDA staff are available to continue their ongoing
discuesions with your office., Mark Ragan, Director of the Office
of State Systems, Administration for Children and Families or his
staff will be in contact with your office shortly. Ruthie
Jackson, FCS Regional Administrator will also be in contact with
your office to advise you ef FCS funding.

I want to express ny appreciation for your understanding of ‘the
complex issues raised during our consideration of the TIES
project. 1 alsco appreciate the time and effort you and your
staff have contributed towards moving these issues to resolution.
If you have any questions concerning the content of this letter,
please do not hesitate to call me or Mr. Ragan at (202) 401-6960.

Sincerely,

. Revin Thurm
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May XX, 1997

Michael D. McKinney, M.D. -
Commissioner '

Texas Health and Human Services Commission

P.O. Box 13247

Austin, Texas 78711

Dear Commissioner McKinney:

I am writing to follow up on our most recent meeting and to respond to your

letter dated March 5, 1997 to me conceming the Texas Integrated Enrollment Services (TIES)
project. You asked that we provide interim Federal guidance under which Texas could release
the TIES request for offers (RFO), if it so chooses.

In this letter, I describe the current status of our discussions, the flexibility available to the State
under current law, the limitations regarding functions which must be performed by State
ernployees and next steps in the process of moving forward with the TIES project. Because
Texas is considering an integrated eligibility system, I address both Medicaid and Food Stamp
policy in this letter, the content and language of which have been approved by the Department of
Agriculture. Official notification by the Food and Consumer Service (FCS) of the Department of
Agriculture will be provided to you by the FCS regional office.

Qu_{rgnt_s_tatﬁs of Our Discussions

Over the past several months, our staffs have been working together to resolve many issues
related to the development of the TIES project, s highly complex undertaking by the State that
involves the integration of three large Federal programs (cash assistance, Medicaid and Food
Stamps), as well as a number of State programs. The State has submitted for review a draft RFO
which seeks innovative approaches to the delivery of public services. The RFO calls for proposals
which will replace the State's computer system and which will re-engineer the methods by which
eligibility is determined. Among the important technical and policy issues potentizlly raised by the
RFO is the fundamental question of the extent to which functions historically performed by State
employees could be performed by private contractors,

The State has not submitted an actual proposal to privatize State functions, nor requested a
waiver of any Federal statutes or regulations. Rather, we have engaged in discussions so that the
State will be in 2 position to communicate to the vendor community any restrictions regarding
those activities which could be performed by non-public employees.
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Flexibility Available in Current Statutes and Regulations

Current Food Stamp and Medicaid stetutes, regulations and precedent provide the State with the
opportunity to use contract staff to perform a number of functions. Such functions include
design, development and operation of the large and complex information system which the State
expects to implement in TIES. The State could also employ contract staff to develop and
recommend an integrated and re-engineered eligibility process for the programs included in TIES.
Contract staff could provide training, assist managemeat in the transition to TIES. In addition, as
you know, Texas has very broad authority to administer the Temporary Assistance for Needy
Families (cash assistance) program and can use non-State employees without limitation,

Therefore, significant opportunities exist for the State to take advantage of the efficiencies and
expertise available through the vendor community in developing TIES. There are, however,
limjtations on contractor involvement related to client certification and eligibility determination, es
described below.

Limitations on Work by Non-State Employees

Section 1902 of the Social Security Act and section 11(e)(6) of the Food Stamp Act and
implementing regulations reflect the principle that most activities included in the eligibility
determination process must be performed by public agencies. Among other requirements, these
sections require public agencies to administer the Medicaid and Food Stemp programs, and that
merit system employees must perform gl eligibility functions and decisions, including eligibility
interviews, evaluation, and the actual eligibility determination. The hearing and appeals process
must also be conducted by ment system employees.

- A non-merit, non-state employee may not take actions involving discretion or value judgments,
including all essential elements of the eligibility determination that relate to the evaluation of
information provided by an applicant or bearing on the eligibility determination. While it is not
possible to identify all functions and all interactions involved in securing eligibility, we can identify
some generic functions that non-state employees can do.[Ir\Tgn-state employees, including
volunteers, can perform functions that are outside of the eligibility determination process
including data entry, reception activities, and accepting applications as long as such activities and
interactions with applicants do not evaluate or verify information or otherwise act to screen
applicants secking benefits. \Non-state employees cannot validate submissions or otherwise screen
applicants from the interview or other parts of the eligibility determination process.

During our discussion last week, the possibility of waivers of the relevant statutes and regulations
was raised. I would like to clarify our position regarding waivers for both the Medicaid and Food
Stamp programs. While authority to waive statutory and regulatory provisions exists for the
purpose of conducting demonstration projects for both programs, we would not approve a
request to waive the provisions regarding State merit system employees on 2 statewide basis. We
would, however, entertain a limited demonstration project in which non-merit system employees
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could conduct zll application interviews so long as merit system employees evaluate information
on the application and make the determination of eligibility. Such a demonstration should cover
no more than a limited geographic area and would réquire a valid and complete evaluation.

Possihle Next Steps

If the State has no further questions regarding the limitations on the use of non-State staff
described above, then the State may release the RFO, under the condition that the State include
the applicable language from this letter in the RFO. HHS will approve Federal matching funds for
project planning activities for the costs incurred through the release of the RFO.

In order for HHS to consider approving and funding a contract which may result from release of
the RFO, the State must submit an implementation advanced planning document JAPD) for HHS'
prior approval following the solicitation process, in accordance with the rules at 45 CFK Part 95,
Subpart F. The JAPD must meet the requirements specified in the cited rules and provide a
rigorous and positive cost benefit analysis for the project. The State may want to advise potential
offerors to make use of HHS' cost benefit analysis guidance for State systems, which I have
enclosed for your review. We will consider HHS funding for the actual project itself at such time
as the State submits and an IAPD for approval by the Federal agencies.

If you have questions regarding the policy described above, or if you change your plans for
release of the RFO as 2 consequence of this letter, please notify my office that the State is not yet
prepared to move forward. My staff and I are available for additional discussions.

HIHS and USDA staff are also availeble to continue their ongoling discussions with your office.
Mark Ragan, Director of the Office of State Systems, Administration for Children and Families or
his staff will be in contact with your office shortly. Ruthie Jackson, FCS Regional Administrator
will also be in contact with your office.

I want to express my appreciation for your understanding of the complex issues raised during our
consideration of the TIES project. I also appreciate the time and effort you and your staff have
contributed towards moving these issues to resolution. If you have any questions concerning the
content of this letter, please do not hesitate to call me or Mr. Ragan at (202) 401-6960.

Sincerely,

Kevin Thurm
Enclosure
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Michael D. McKinney, M.D.

Commissioner

Texas Health and Human Services Commission
P.O. BOX 13247

Austin, Texas 78711

Dear Commissioner McKinney:

I am writing te follow up on our most recent meeting and to
respond to your letter dated March 5, 1997 to me concerning the
Texas Integrated Enrollment Services (TIES) project. You asked
that- I provide, on behalf of the Administration, guidance under
which Texas could release the TIES request for offers (RFO), if
it so chooses.

In this letter, I describe the current status of our discussions,
the flexibility available to the State under current law, the
limitations regarding functions which must be performed by State
merit system employees, and next steps in the process «f moving
forward with the TIES project. Because Texas is considlering an
integrated eligibility system, I address beth Medicaid and Feod
Stamp policy in this letter, the content and langquage ¢f which
have been approved by the Department of Agriculture. Official
notification by the Food and Consumer Service (FCS) of the
Department of Agriculture will be provided to you by the FCS
regional office.

Current Status of Our Djiscussions

Cur staffs have been working together to resolve many issues
related to the development of the TIES project, a highly complex
undertaking by the State that involves the integration of three
large Federal programs (Temporary Assistance for Needy Families,
Medicaid and Food Stamps), as well as a number of other Federal
and State programs. The State has submitted for review a draft
RFO which seeks innovative approaches to the delivery of public
services. The draft RFO calls for proposals which wou.ld replace
the State's computer system and which would@ re-engineer the
methods by which eligibility is determined. Among the important
technical and policy issues potentially raised by the draft RFO
is the fundamental guestion of the extent to which functions
histeorically performed by state merit system employees could be
performed by private contractors.

The State has not submitted an actual proposal teo privatize State
functions, nor requested a waiver of any Federal statutes or
regulations. Rather, we have engaged. in discussions so that the
State would be in a position to commnunicate to the vendor
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community any restrictions regarding those activities which could
be performed by non-merit system, non-State employees
(hereinafter "non-public employaees”). Recognizing that you did
not express any interest in discussing a time-limited, sub-State
demonstration during last week's meating, this letter addresses
the limitations set forth in Food Stamp and Medicaid law and
regqulations.

' Flexibility Available in currept Statutes and Regulations

current Food Stamp and Medicaid statutes, requlations and
precedent provide the State with the opportunity to automate and
re-engineer business processes, as well as to use contract staff
to perform a number of functions. Such functions include design,
development and operation of the large and complex infcrmation
system which the State expects to implement in TIES. The State
could also employ contract staff to develop and recommend an
integrated and re-engineered eligibility process for the programs
included in TIES. Contract staff could provide training and
assist management in the transition to TIES. In addition, as you
know, Texas has very broad authority to administer the Temporary
Assistance for Needy Families (TANF) program and, ‘with respect to
the administration of TANF, can use non-public employees without
limitation."

Therefore, significant opportunities exist for the State to take
advantage of the efficiencies and expertise available through the
vendor community in developing and administering TIES. There
are, however, limitations imposed by law on contractor
involvenent related to client certification and eligibility
determination, as described below.

Limi 1 o] ork b on=Public Em ea

Section 1902 of the Social Security Act and section 1i(e) (6) of
the Food Stamp Act and implementing regulations reflect. the
principle that most activities included in the eligibility
determination process (referred to as the certification process
in the Focod Stamp Act) must be performed by public agencies. &
non-public employee may not take actions invelving discretion or
value judgments, including all elements of the eligibility
determination process that relate to the evaluation of
information provided by an applicant E?_ bearing on the -
eligibility decision.'l : -

Redesigning the eligibility determination process could have the
effect of merging discretionary and non-discretionary activities.
Whereas previously a series of saparable administrative steps
occurred as part of the eligibility determination process,
current technology may enable the State to combine multiple steps
into a single, seamless process. The initial contact,
application, data entry, interview process, reguest for and



05/12/97  11:12 =

MAY-12-1997 12:12 IGA P 4@004

Page 3 - Commissioner McKinney

evaluation of appropriate documentation, as well as the resulting
eligibility decision and benefit calculation, may no lcnger

necessarily be separable and sequential steps. To attempt to ’;T/f/
separate certain portions of the eligibility determination

process for the purpose of iseclating individual activities

involving discretion would seem to defeat the State's purpose in
integrating and streamlining program enrollment.

It is more appropriate to restate the intent of these provisions
-- i.e., in an integrated and streamlined process, most if not
all activities involving personal contact with an applicant or
recipient, including data entry during an interactive discussion
with the applicant, have the potential to involve the use of
discretion or judgment, and to directly influence or affect the
eligibility determination process. Therefore, these activities,
and any other activities in which specific eligibility criteria
are discussed with an applicant or eligibility-related
information 1s collected and evaluated, must be performed by a
State merit system employee.

As we discussed in our meeting, there are narrow instances in
which Medicaid and Food Stamp laws and regulations permit
involvement of non-public employees for the purpose of expanding
and enhancing State outreach efforts. In the cutstationing
provisions of the Medicaid program, non-public employees are
permitted to perform a nunber of initial processing activities,
but are not permitted to evaluate the information presented by
the applicant, or make the actual eligibility determination.
Under the Food Stamp Program, volunteers may simply assist
potential clients in filing applications with the State. In both
cases, these non-public employegs are precluded from engaging in
activities that could have the effect of screening out potential
applicants. Activities involving the use of discreticn that
could result in potential applicants being screened ouvt must be
performed by State merit system employees. A significant non-
State presence in the integrated enrollment process coculd result
in some screening out of potential applicants by non-public
employees.

Peossible Next Steps

The State may release the draft RFO, under the condition that the
State include the applicable language from this letter in the
draft RFO. HHS will approve Federal matching funds for project
pﬁanning activities for the costs incurred threugh the planning
phase. .

In order for HHS to consider approving and funding a contract
which may result from release of the RFO, the State must submit
an implementation advanced planning document {IAPD) for HHS'
prior approval following the solicitation process, in accordance
with the rules at 45 CFR Part 95, Subpart F. The IAPD must meet
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the requirements specified in the cited rules and provide a
rigorous and positive cost benefit analysis for +the preject. The
State may want to advise potential offerors to make use of HHS'
cost benefit analysie guidance for State systems, We will
consider HHS funding for the actual project itsealf at such time
as the State submits an IAPD for approval by the Federal
agencies.

HHS and USDA staff are available to continue their ongoing
discussions with your office. Mark Ragan, Director of the Office
of State Systens, Administration for Children and Families or his
staff will be in contact with your office shortly. Ruthie
Jackson, FCS Regional Administrator will also be in contact with
your offlce to advise you of FCS funding.

I want to express ny apprec:.atlon for your understandlng of 'the
complex issues raised during cur consideration of the TIES
project. I also appreciate the time and effort you and your
staff have contributed towards moving these issues to resolution.
If you have any questions concerning the content of this letter,
Please do not hesitate to call me or Mr., Ragan at (202) 401-6960.

Sincerely,

. Kevin Thurm
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May XX, 1997

Michael D. McKinney, M.D.

Commissioner ‘

Texas Health and Human Services Commission
P.0. Box 13247

Austin, Texas 78711

Dear Commissioner McKinney:

I am writing to follow up on our most recent meeting and to respond to your

letter dated March 5, 1997 to me concerning the Texas Integrated Enrollment Services (TIES)
project. You asked that we provide interim Federal guidance under which Texas could releasc
the TIES request for offers (RFO), if it so chooses.

In this letter, I describe the current status of our discussions, the flexibility available to the State
under current law, the limitations regarding functions which must be performed by State
employees, and next steps in the process of moving forward with the TIES project. Because
Texas is considering an integrated eligibility system, I address both Medicaid and Food Stamp
policy in this letter, the content and language of which have been approved by the Department of
Agriculture, Official notification by the Food and Consumer Service (FCS) of the Department of
Agriculture will be provided to you by the FCS regional office.

Qu_[r;m_S_t,atﬁs of Qur Discussions

Over the past several months, our staffs have been working together to resolve many issues
related to the development of the TIES project, 8 highly complex undertaking by the State that
involves the integration of three large Federal programs (cash assistance, Medicaid and Food
Stamps), as well as a number of State programs. The State has submitted for review a draft RFO
which seeks innovative approaches to the delivery of public services. The RFO calls for proposals
which will replace the State's computer system and which will re-engineer the methods by which
eligibility is determined. Among the important technical and policy issues potentizlly raised by the
RFO is the fundamental question of the extent to which functions historically performed by State
employees could be performed by private contractors.

The State has not submitted an actual proposal to privatize State functions, nor requested a
waiver of any Federal statutes or regulations. Rather, we have engaged in discussions $o that the
State will be in a position to communicate to the vendor community any restrictions regarding
those activities which could be performed by non-public employees,
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Flexibifity Avgilable in Current Statutes and Regulations

Current Food Stamp and Medicaid statutes, regulations and precedent provide the State with the
opportunity to use contract staif to perform 2 mumber of functions. Such functions include
design, development and operation of the large and complex information system which the State
expects to implement in TIES. The State could also employ contract staff to develop and
recommend an integrated and re-engineered eligibility process for the programs included in TIES.
Contract staff could provide training, assist management in the transition to TIES. In addition, as
you know, Texas has very broad authority to administer the Temporary Assistance for Needy
Families (cash assistance) program and can use non-State employees without {imitation.

Therefore, significant opportunities exist for the State to take advantage of the efficiencies and
expertise available through the vendor community in developing TIES. There are, however,
limitations on contractor involvement related to client certification and eligibility determination, es
described below.

Limitstions_an Work by Non-State Employees

Section 1902 of the Social Security Act and section 11(e)(6) of the Food Stamp Act and
implementing regulations reflect the principle that most activities included in the eligibility
determination process must be performed by public agencies. Among other requirements, these
sections require public agencies to administer the Medicaid and Food Stemp programs, and that
merit system employees must perform 3l eligibility functions and decisions, including eligibility
interviews, evaluation, and the actual eligibility determination. The hearing and appeals process
must also be conducted by merit system employees.

- A non-merit, non-state employee may not take actions involving discretion or value judgments,
including all essential elements of the eligibility determination that relate to the evaluation of
information provided by an applicant or bearing on the eligibility determination. While it is not
possible to identify all functions and all interactions involved in securing eligibility, we can identify
some generic functions that non-state employees can do. Non-state employees, including
volunteers, can perform functions that are outside of the eligibility determination process
including data entry, reception activities, and accepting applications as long as such activities and
interactions with applicants do not evaluate or verify information or otherwise act to screen
applicants seeking benefits. Non-state employees cannot validate submissions or otherwise screen
applicants from the interview or other parts of the eligibility determination process.

During our discussion last week, the possibility of waivers of the relevant statutes and regulations
was raised. I would like to clarify our position regarding waivers for both the Medicaid and Food
Stamp programs. While authority to waive statutory and regulatory provisions exists for the
purpose of conducting demonstration projects for both programs, we would not approve a
request to waive the provisions regarding State merit system employees on 2 statewide basis. We
would, however, entertain a limited demonstration project in which non-merit system employees
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could conduct all application interviews so long as merit system employees evaluate information
on the application and make the determination of eligibility. Such a demonstration should cover
no more than a limited geographic ares and would réquire a valid and complete evaluation.

Possihle Next Steps

If the State has no further questions regarding the limitations on the use of non-State staff’
described above, then the State may release the RFO, under the condition that the State include
the applicable language from this letter in the RFO. HHS will approve Federal matching funds for
project planning activities for the costs incurred through the release of the RFO.

In order for HHS to consider approving and funding a contract which may result from release of
the RFO, the State must submit an implementation advanced planning document (IAPD) for HHS'
prior approval following the solicitation process, in accordance with the rules at 45 CFR Part 95,
Subpart F. The TAPD must meet the requirements specified in the cited rules and provide a
rigorous and positive cost benefit analysis for the project. The State may want to advise potential
offerors to make use of HHS' cost benefit analysis guidance for State systems, which I have
enclosed for your review. We will consider HHS funding for the actual project itself at such time
as the State submits and an IAPD for approval by the Federal agencies.

If you have questions regarding the policy described above, or if you change your plans for
release of the RFO as a consequence of this letter, please notify my office that the State is not yet
prepared to move forward. My staff and [ are available for additiona] discussions.

HHS and USDA staff are also available to continue their ongoing discussions with your office.
Mark Ragan, Director of the Office of State Systems, Administration for Children and Families or
his staff will be in contact with your office shortly. Ruthie Jackson, FCS Regional Administrator
will also be in contact with your office.

I want to express my appreciation for your understanding of the complex issues raised during our
consideration of the TIES project. I also appreciate the time and effort you and your staff have
contributed towards moving these issues to resolution. If you have any questions.concering the
content of this letter, please do not hesitate to call me or Mr. Ragan at (202} 401-6960,

Sincerely,

Kevin Thurm
Enclosure
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. May 6, 1997
MEMORANDUM TO: -
Erskine Bowles
Bruce Reed
John Podesta
FR: Frank Raine_s_&
RE: Texas Privatization Proposal

As you are aware, the Statement of Administration Policy (SAP) on the Senate Disaster
Supplemental Appropriations Bill did not make reference to a possible amendment having the
effect of approving the Texas privatization plan. The question at hand is how and when to
oppose this amendment and whether to issue a veto threat.

The Administration has already verbally expressed its strong opposition to the amendment that
will likely be offered (and likely adopted) tomorrow by Texas Senators Gramm and Hutchison.
My recommendation is to not send up an Administration letter at this time and instead include
our formal opposition to the proposal in our upcoming SAP to the House and Senate conferees.
This approach will give us more time to determine the appropriate level of opposition (e.g., a
senior advisor veto threat, Secretarial veto threat, etc.)

If you decide that a formal written Administration response is needed now, I would recommend
that we send up a revised SAP tomorrow morning on the disaster supplemental with the
following new paragraph included:

“ We understand that an amendment may be offered toc mandate that the Administration
approve a proposal by the State of Texas to release a “Request for Offers™ that could lead
to contracting out large portions of the administration of Federal public assistance
programs. The Administration supports the objective of making administration of these
programs more efficient. However, it strongly opposes this amendment.. Any proposal
of the scope of Texas’ raises many issues of how to judge contractor performance:
fairness to current employees of the State; how to ensure fiscal integrity; and many other
issues. The Administration is working diligently with Texas to resolve these issues, as it
would in the case of any such proposal. Congressional action is inappropriate while the
Administration is reviewing the proposal.”
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b

Iy[rmllghly 50 'da'ys (+37 pcrccnt) beyond ;hc currently-projected 135 days,
and about S5 000 fcwcr appeals decisions (-10 percent) could be reached
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.fDefense spending would be reducod $6 billion be:low the Administration’s request
“ga.nd the FYL ) ‘ITenacted level, undermining our abxhty to support the world's =
' hstrongest 1 itary ‘ foroe The current force structure would have to be reduced by
' atl t 30 00 0,

: I ‘ 00,2 and procurement of new systems suth as the New Attack
il His b ﬁ}clihaivewbecanceled l
! | '

L Spg.c;ziiﬁc exalmples of ;ﬁoblems that would be created by r.he Committee bill's automauc
CR provisionl: lincliide the Tuo g (ccmpanso,ns are to the FY 1998 Budget.) .
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ITI OL)O fewer: women, infants, and children per month would
and|o o

| ther sekaés through WIC.
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0 fevlm' thld:en would pammpaté in Head Start (presum.mg that the
e ;;{'oﬁ‘fn.rrotﬂd be mmntamed) | !l
u
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o ' {I"College aidlwould be cut by Sl 8|b1]hon, allowxng a masGmum Pell grant level of
only $2,620 - o mﬂared with the $3,000 level proposed by the President — and
4-00 000. smdenis from the program.. No new aid would be

olde]rsé:dems , | » |

I o Lo

Ibe cut by $592 million (4.5 percent) from n the proposed FY 1998
fund.mg le‘vel Qf $13 1 billion. The mumber of N]I-I funded new research projects
; could be cut by over 1,350 in FY 1998. '

AN,

|
o, } i * Aferice’ $ global Ieadcrsh:p would be undermined since it would be very unlikely

that a'Fore ‘Opemuons appropriations bill could/be enacted into law. The

1 prowsmnI of the|Scnaie Committee bill would require cuts in payments to Israel -
L. a.nd' Egypt or— because Congress would aimost inévitably modify it — almost no
' nld remam for ecorfomlc support for othef nations.

“ Roughly)

‘L 000 fewer Dh‘ect;Single Family Rural Housing Loans would be issued,

|
a
. [« T | 1L
f { . a;reductlo ‘of?']? pi:ruTnf._ o ‘
1l L :‘-i' doo
© “:l Th F ' } rio'p | ‘oeprog-amwoﬁldbc'tcnninated.
R ' ’ ) I ' ! ]
m
| o ‘ :i' Ncw naty xl:al parks’ and hcntage areas authorized in the 1996 Qmnibus Parks bill
i ' 'i | It could no;Tmove{ for!wa.rd in Kansas Massachusetts, Oklahoma, West Virginia,
i P : Vlrgxma., fll‘entlmssee Georgia, Pennsylvania, Iowal, South Caroline, Ohio, and
i Sl New York. ! | f )
! - ' 1 <
it ‘ ' l
o Some 52 000 econonuca]ly disadvantaged adults and 28,000 dislocated workers

: would be élemed employability services and trammg, while 10,000 low-income
wouth would be de ued summer jobs.
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em'er;;ency dlsastle
hvestock losses could ‘set a costly precedent and would hkely dilute the amount of

fi
sta.nce tllxat WO

Y pﬁyfnent] ehglbxhty td producers in Premdenually—demgnated
Tjareas. Nationwide eligibility for ad ng disaster payments for

Jld be' provided to producers who have suffered catastrophlc losses.

ation is pleased that the Seniats Committee has included $5

igh work lreh.ted to the construction of an emergency outlet at Devils Lake,

Ad:pmstnmon urges the Congress to support this vital project in the
entappropnauons bill. | - -
'u | I

.f ' ' | 4

. ! !
! | W

':itgnt On Apnl 23rd, the Pmdent proposed $19.7 mﬂhon

7y's Brookhaven Nauonal Laboratory for activities related to
contaunnanon. The Admmsuauon urges the Senpate to
kppmpnate oﬁ'sets were meluded m our request.
De1:mttrne;1'l'¢E of Housmg a !dL{ an Develonment t : [
. I B q

Pub u: Notice o"" rontra : ctlhg by HUD. The; ,Adm.tmstm:tion opposes section 324 of the
Sefw te Comumitt : bﬂl, | which would require reportmg in theF_ed,m_.i_ngls:gx of
infg:;%natxon on HUD colntracts over $250,000 that were awarded during the prior
qullér]ﬂ‘l'l' l‘i!-‘l."UID ll.ke other Executive agencies, is already requued to publish notice in the
Coriin Iss Dail (CBD) of contract awards 11ke1y to result in subconftracting
o;'upcrrmmues (The ( CBD notwe is Jmmedlatcly ava:lable each day on the Internet —
duplx: cauve reporhng in the fﬂgﬂ&@sﬂ cach qua:te:r would benefit neither

eonqzctors nor
1ssof]
i::u:cr en and cost
acq [lgmon reform
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llle pubhc ) ‘Ihe| broadened scope of mformauon required by section 324

.value and would impose both for HUD 'and GPO an administrative
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]'ﬂ-le Aclirmplsn'anon objects to the Commmee s proposal to exempt

I
gcpm::ﬂ'aVIZtlon o rauons from the overflight user fee that was authorized last year. The

N

Administration haq strongly supported auser fee-financed Federal Aviation

Emcr cylManag

)
Ad%pihksuﬁno (11 )t | To achlcvc thls goal, all users must pay a fair share of the FAA’s
1 coslts!. “lln %deUon, the Aflm tratlon has some concems r?gardmg the exemption of
: Caxlllal" Iﬁf—to‘-: : ? gﬂl: |Canada is.expected to implement a Canadizn enroute
» ' charg?lgbn‘" i dls ﬂown 1n Ca.nadllan air spacc, by Novemba 1,1997. To
: the'é' fi‘nt that th.ls haxge makes it less expenswc to fly m'U S. airspace than Canadian
auquce the US.\co l d end up|sub31dzzmg Canadian camers which are presently flying
e.nt::ely in Canadal . m | - =f oo | #
, St I 1
A R | o
Federal ml erge é' i Ieme*rn: gency | - }l
- , ! ! I : ; o z + ,
The A‘dmimsu-auoimllsuses the proposed rescission of $s |xmlhom from the Federal

ent Agency's (FEMA.'s) Salaries and lExpenses contained in the

S e Commlttee 131]].l Rescmmon of ese funds would have a severe, adverse 1mpact on

ﬁ. s abﬂrty to manage 1ts continunisg disaster operauons which are now ongomg in
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nests the Senate'to fully fund the Admmsu'anons $20.2 million

supp Lementfal req' fo the ‘I‘WA thb.t 800 investigation and recovery efforts. Since

July,

11996, the N; ional ,'r rtauon Safety Board (NTSB), the FBI, Navy, and other

agez'irhes have w:la ] edltog er on the mve.sugauon of tlmI:crash. All of these agencies
have;ins

to Sup rt,this effort. Fa.tlure to fund the Administration’s request

woul d force the to ab"sorb costs that are unrclaxod to|1‘rs core mission, result in other
ac:twmes bemg celod :l defcrred to cover thelzse unanucxpaxed costs, and hamper the
N"[ISB’s ¢fforts to bbnng closure to this investigation. '

i J1 i | '
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Med 1carlc '— Den /eiar Wawer The Admm:slraﬁon is d.tsappomted that the Senate

Con.trmttce bill (.?ouon 3 14) would prohibit HCFA from implementing or administering
the managed care competmvc pricing demonstration in Denver in FY 1997. The
Afd:_'nuusuauon :s'tmngly béhevcs that no delay is warranted in testing an important -
altelnauvé payment methodology for M edicare managed care plans. The Administration
beh-ves that the/p pro_joct is|well designed and has taken mto consideration constructive
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m The Administration opposes secuon 323 of the Senate
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2 e .
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"Congregs of the United States
FHouge of Repregentatives

®ashington, BE 20515 '
May 6, 1997 ]

Mr. Erskine Bowles
Chief of Staff _ ;
Office of the President : T :

1600 Pennsylvania Avenue, NW
Washington, D.C. 20500 .=

Dear Mr. Bowles: . i

You may be aware that on Friday, May 2nd, Dr. Michael McKinney, Commissioner of
the Texas Department of Health, met with representatives of the Department of Health
and Human Scrvices and the Department of Agriculture to discuss the State’s
implementation of the Texas [ntegrated Enrollment Services Project (TIES).

It is our undesrstanding, from representatives of the State of Texas, that the meeting did
not produce any significant result. It has now been nine months since Texas initially
applied for a federal waiver and we are disappointed that the Administration continues to|
delay definitive answers to the request. Additionally, with the end of the session for the |
Texas Legislature nearing, it is urgent that we resolve this issue so that they may make
appropriate adjustments to their budget.

We believe that everyone agrees that the TIES project achieves the goal of improving

enrollment operations for public assistance programs. We are secking your supportto -
allow Texas the flexibility to tmprove these programs for its beneficiarics. Furthermore, !
we believe that the proposal put forward by Texas is an integral component of Congress”
and the President’s continuing goal to “end weltare as we know it,” by allowing states to:
increase program efficiency and thereby focus their efforts on serving those in need.

At the very least, il is important that we, as Members of the Texas Delegation, have the
opportunity to discuss this crucial Texas project with you prior to any final decision by
the Administration on this matter. We would like to mect with you as soon as possible,
preferably on either May 13th, 14th or 15th, in H-208 of The Capitol, to have an open
discussion of this matter, Please have your staff contact Linda Figura, Congressman
Archer’s Executive Assistant, at 225-2571 to arrange a meeting.
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"Congresgs of the Wnited Stateg
Houge of Repregentatives
Sashington, BE 20515

May 6, 1997

Mr. Erskine Bowles

Chief of Staff :
Office of the President ‘ T |
1600 Pennsylvania Avenue, NW i
Washitngton, D.C. 20500

Dear Mr. Bowles: . !

You may be awate (hat on Friday, May 2nd, Dr. Michael McKinncy, Commissioner of
the Texas Department of Healtly, met with representatives of the Department of Health
and Hurmnan Scrvices and the Department of Agriculture to discuss the State’s
implementation of the Texas [ntegrated Enrollment Services Project (TIES).

It is our understanding, from representatives of the State of Texas, that the meeting did
not produce any significant result. It has now been nine months since Texas initially
applied for a federal waiver and we are disappointed that the Administration continues to,
delay definitive answers to the request. Additionally, with the end of the session for the |
Texas Legislature neacing, it is urgent that we resolve this issue so that they may make
appropriate adjustments to their budget.

We belicve that everyone agrees that the TIES project achieves the goal of improving
enroliment operations for public assistance programs. We are seeking your support to
allow Texas the flexibility to improve these programs for its beneficiaries. Furthermore,!
we believe that the proposal put forward by Texas is an integral component of Congress’
and the President’s continuing goal to “end welfare as we know it,” by allowing states to
increase program efficiency and thereby focus their efforts on serving those in need.

At the very least, il is important that we, as Members of the Texas Delegation, have the
opportunity to discuss this crucial Texas project with you prior to any final decision by
the Administration on this matter. We would like to mect with you as soon as possible,
preferably on either May 13th, 14th or 15th, in H-208 of The Capitol, to have an open
discussion of this matter. Please have your staff contact Linda Figura, Congrcssman
Archer’s Executive Assistant, at 225-2571 to arrange a meeting.
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Q&As on Welfare Meeting with Texas Delegation
5/7/97

[These Q& As assume the Chief of Staff agrees to meet with the members of the Texas

delegation. ]

Question:

Answer:

Did you get a letter from Sen. Gramm, Rep. Archer and other members of the
Texas delegation asking for a meeting next week with the President’s Chief of
Staff? Do you plan to agree to the request?

We did get the letter. We do plan to meet with these members of Congress to
discuss the response we have given to the state of Texas. We do not intend to
re-open the 1ssue of the Texas request at this meeting, but instead to discuss with
members of Congress the position we have taken with state officials.

Last week, HHS and USDA officials met with the Texas Health and Human
Services Commissioner. They told him that the state could release an RFO
subject to written guidelines that will be provided by the agencies. By the time
the Chief of Staff meets with members of Congress, the agencies will have
conveyed these guidelines, which will make clear what federal statutes and
regulations allow -- and what they prohibit -- with respect to privatization.

[In general, Texas will not be allowed to privatize eligibility determination
or information gathering functions. The state, however, will be able to
contract with a private party to do outreach and to revamp computer and
other automation systems.]



As you know, Texas wants to create a state-wide system of offices, run by a private contractor,
where residents would apply for Medicaid, Food Stamps, welfare, and other public assistance.
On Friday, HHS and USDA officials met with the Texas Health and Human Services
Commissioner. They promised to provide written guidelines within the week that will make
clear what the State can and cannot do with respect to privatization. In general, Texas will not be
allowed to privatize eligibility determination or information gathering functions. The state,
however, will be able to contract with a private party to do outreach and to revamp computer and
other automation systems.

Yesterday, Senator Hutchison filed an amendment to the supplemental appropriations bill which
would allow Texas to create a state-wide, privately-run benefit eligibility system. We have sent
a Statement of Administration policy to the Congress saying we strongly oppose this

amendment, that we are working with Texas to resolve these issues, and Congressional action is
inappropriate at this time. Meanwhile, some members of the Texas delegation, including
Representatives Stenholm, Armey, DeLay, and Archer and Senators Gramm and Hutchison, have
sent Erskine a letter requesting a meeting with him on the subject next week.



Question:

Answer:

Question:

Answer:

Additional Q&As on Texas
5/6/97

What exactly did Texas ask for?

Texas wants to create a state-wide system of offices, run by a private contractor,
where residents would apply for Medicaid, food stamps, welfare, and other public
assistance. The exact nature of this system would depend on the terms of the
agreement between Texas and the contractor.

To proceed with this plan, the state of Texas wants to release a Request for Offers
{RFO) to ask bidders to propose a specific system to meet these goals. Texas’
initial request to federal agencies was for permission to proceed with the RFO
process.

Has the Administration provided Texas with any response?

On Friday, HHS and USDA officials met with the Texas Health and Human
Services Commissioner. They told him that the state could release an RFO
subject to written guidelines that will be provided by the agencies later this week.
These guidelines will make clear what federal statutes and regulations allow --
and what they prohibit -- with respect to privatization.

[In general, Texas will not be allowed to privatize eligibility determination or
information gathering functions. The state, however, will be able to contract with
a private party to do outreach and to revamp computer and other automation
systems. ]

We have never stated publicly the bracketed information, but this was the
line taken by the agencies in this meeting with Commissioner McKinney.
This distinction does not apply toTemporary Assistance to Needy Families,
i.e., cash welfare, which the new welfare law explicitly allows to be privatized.
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EQP

cc:
Subject: Something to think about re: Texas

The supplemental approps bill is apparently going to be on the Senate floor very soon. Given
today's meeting at HHS, Hutchison wili likely offer her amendment to grant Texas whatever it
wants. We should decide:

1) What will our Statement of Administration position be on the supplemental?

2} What materials do we want to give our allies in the Congress to help them defeat the
Texas proposal? o

3} Are we willing to negotiate to avoid getting stuck with the complete Texas privatization?
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Answer:
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Question:

Answer:
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TEXAS WELFARE MEETING Q&As
5/2/197
| understand that Texas Health and Human Services Commissioner
complained bitterly today after his meeting with Deputy HHS Secretary
Kevin Thurm, accusing the Administration of selling out to the unions
by refusing to grant the state of Texas’ request to privatize their
welfare programs. Do you have any comment?

We're disappointed that the Commissioner characterized the meeting

unproductive. The agencies presented some new options to the state
today, and we hope we can come to some understanding soon.

Why has it taken the Administration so long to give Texas an answer?
The Texas proposal is a very complicated project involving multiple
programs and agencies. There were a great many legal questions to

consider. And we want to make sure that the decision we reach is
right and will protect families who rely on Medicaid and Food Stamps.
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Talking Points Following DS Meeting [Bad Outcome]

»

We're disappointed if Commissioner McKinney characterized the meeting as unproductive.
We thought it was a good meeting with an honest discussion of the issues.

We presented some new options to the state today and believe any of them could be the
basis of 2 mutually acceptable agreement. These options are designed to let the state

proceed as quickly as possible with their RFOQ, because they would be consistent with all of

the relevant statutes and regulations governing cash assistance, Medicaid, and Food
Stamps.

We want Texas to go forward and we're considering policy, not political concerns. This
has always been about how we can help Texas make its programs efficient, but still be
consistent with current law and protect the beneficiaries of the three federal programs --
cash assistance ({TANF), Medicaid and Food Stamps - which all have different rules and
regulations. - ‘

Remempber, this is a big, complex undertaking the state has proposed. It involves three
large programs: cash assistance, Medicaid and Food Stamps, which are overseen by two
separate federal departments. Texas already has the authority to proceed now with the
welfare portion of their proposal, based on the welfare law that the President signed in
August. Congress and the President retained the laws on Medicaid and Food Stamps
because they have different missions and serve different people. So our concern is that
they'd be doing so much ~ re-engineering the state’s computer program, outplacement,
integrating eligibility processing for these three very different programs — all at once. We
want to get it right.

Are you surprised by Texas’ response?

We appreciate the State’s desire to move forward. We also want to move forward as
quickly as possible to help the State, but we must be consistent with current law and
protect beneficiaries.

So will you oppose an amendment in Congress to grant this request by legislative
action? .

It is unwise for Congress to legislate on administrative actions that should be

worked out between program agencies and our state partner, We presented some new
options to the State today and believe any of them could be the basis of a mutuaily
acceptable agreement.

What exactly were the options you proposed in the meeting?

We don’t want to go into specifics because we're still trying to work something out.
But the options are designed to let the state proceed as quickly as possible with their
RFO, because they would be consistent with all of the relevant statutes and regulations
governing cash assistance, Medicaid, and Food Stamps.

@603



' 004
05/02/97 FRI 13:17 FAX 2026905673 DHHS/ASPA @

CLOSE HOLD - DO NOT DISTRIBUTE - FOR INTERNAL USE ONLY

Questions and Answers on Texas Integrated Enrollment System (TIES)

What is Texas TIES?

. TIES stands for the Texas Integrated Enrollment Services project. This is an initiative
by the state of Texas to create a one-stop-shopping arrangement whereby citizens in
need could supply income and resource information in a single application which would
result in eligibility determinations for a wide range of means-tested public assistance
programs. The project would be operated by a contractor hired by the State.

What exactly did Texas ask for at this point?

A Texas asked for permission to use federal funds to pay for the initial planning phase of
this project. The initial phase involves releasing a Request for Offers (RFO), a
document which would ask bidders to propose a specific system. Texas has not yet
indicated exactly what the system would entail.

Q Will this be a significant decision?

A Texas is the only state to request an integration of cash assistance, Medicaid, and Food
Stamps eligibility, and we are granting approval to Texas to proceed with its project
within the requirements of the law. We are encouraged that Texas is seeking ways to
improve the efficiency of its programs. Many states are upgrading their computer
systems to improve the timeliness and ease in conducting their programs.

Q What took you so long in reaching a decision?

A This is a very complicated project involving multiple federal benefit programs and
federal agencies. It is not easy to attempt to integrate these programs into one system.
We wanted to carefully consider the many statutory and regulatory provisions in these
federal programs to determine the extent of our legal authority. As you may know,
under the new welfare law, the states have the flexibility to design the administration of
their cash assistance programs. Yet, Congress and the President retained the laws on
Medicaid and Food Stamps because they have different missions and serve different
people. And we carefully considered what would be in the best interests of protecting
the rights of the beneficiaries of these three different federal programs.

Because this project does involve the concept of privatization, we felt it was important
to clearly state the statutory requirements relating to public vs. private eligibility
determination for the various programs involved. We read the statutes for these
programs as requiring that eligibility determination be in the hands of state
administrators. Making decisions about the eligibility of needy people for benefits is
one of the most fundamental functions of government. We also wanted to insure that
we identified these Issues early in the process so as to help the state avert delays later
on in the development of the project.
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Did you draw the line with state agencies as a compromise to the unions?

A No. We carefully considered this complicated project involving multiple federal
programs and agencies and based our decision on our legal authority, not on politics or
union interests. We also made our decision on what is right and in the best interest of
protecting the beneficiaries of these three different programs.

Q Does this decision mean that you believe public employees are better than private ones
in protecting the rights of beneficiaries?

A It means simply that we are following the laws as passed by Congress which are
designed to let states seek innovative approaches to improve the efficiency of benefit
programs while protecting the rights of beneficiaries. Making decisions about the
eligibility of needy people for benefits is one of the most fundamental functions of
government. '

Is this the end of the line for this project?

No. We presented some new options to the state today and believe any of them could be
the basis of a mutually acceptable agreement. These options are designed to let the |
state proceed as quickly as possible with their RFO, because they would be consistent
with all of the relevant statutes and regulations governing cash assistance, Medicaid,
and Food Starnps. We want Texas to go forward and we're considering policy, not
political concerns. This has always been about how we can belp Texas make their
programs efficient, but still be consistent with current law and protect the beneficiaries
of the three programs -- cash assistance (TANF), Medicaid and Food Stamps - which
all have different rules and regulations.

Texas has the authority to proceed now with the welfare portion of their proposal now,
based on the welfare law that the President signed in August. Congress and the
President retained the laws on Medicaid and Food Stamps because they have different
missions and serve different people. So our concern is that they'd be doing so much -
re-engineering the State’s computer program, outplacement, integrating eligibility
processing for these three very different programs - all at once. We want 1o get it
right.

Does this decision close the door to other states to privatize their programs? -

A No. Under the new welfare law, states have broad authority to design the
administrarion of their cash assistance programs for families. We encourage states to
seek innovative ways to serve people better and find more efficiency in programs within
the authority permitted by law.
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You told the Texas Human Services Director that you were drawing the line at the
Food Stamp law. What does that mean?

The fact is that these different benefit programs have different statutory and regulatory
requirements. Under the new welfare reform law, the states have very broad authority
to administer the cash assistance program for families. Yet, Congress and the President
retained the laws on Medicaid and Food Stamps because they have different missions
and serve different people. Medicaid is about prov;dmg health insurance for people as

- diverse as senior citizens and children. Food Stamps is a fully federal program

concerned with the nutritional health of a wide range of needy Americans. It is not
easy to atternpt to integrate these programs together with their different requirements
and purposes.

We presented some new concepts to the state today and believe any of them could be
the basis of a mutually acceptable agreement. All of them are designed to let the state
proceed as quickly as possible with their RFO, because they would be consistent with

- all of the relevant statutes governing cash assistance, Medicaid, and Food Stamps. Food

Stamp law requires that certification be done by the public employment sector - that
means everything from application to eligibility.

BACKGROUND: The only exception is Medicaid outstationing, which allows staies to
do some eligibility determination at medical facilities (as well as welfare offices)

But I have a memo to the President that suggested a much more lenient approach,
which would let Texas privatize many more functions? Why the change?

I'm not going to comment on an internal memo. We presented some new options to the
state today and believe any of them could be the basis of a rnutually acceptable
agreement. These options are designed to let the state proceed as quickly as possible
with their RFO, because they would be consistent with all of the relevant statutes and
regulations governing cash assistance, Medicaid, and Food Stamps.

BACKGROUND: The memo laid out an option that would be consistent with Medicaid
law and practice, and would have required the granting of administrative waivers for
Food Stamps.
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TEXAS WELFARE MEETING Q&As
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Question: [ understand that Texas Health and Human Services Commissioner McKinney
complained bitterly today after his meeting with Deputy HHS Secretary Kevin
Thurm, accusing the Administration of selling out to the unions by refusing to
grant the state of Texas’ request to privatize their welfare programs. Do you have
any comment?

Answer: We’'re disappointed that the Commissioner characterized the meeting as
unproductive. The agencies presented some new options to the state today, and
we hope we can come to some understanding soon.

Question:  Why has it taken the Administration so long to give Texas an answer?

Answer: The Texas proposal is a very complicated project involving multiple federal
programs and agencies. There were a great many legal questions to consider.
And we want to make sure that the decision we reach is right and will protect
families who rely on Medicaid and Food Stamps.
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TEXAS WELFARE PROPOSAL
5/2/97

Talking Points

* We are considering Texas’s proposal to privatize substantial parts of its
Medicaid and Food Stamp operations.

. No final decisions have been made. As you know, HHS officials are meeting
today with Texas Health and Human Services Commissioner McKinney to
discuss some options.

. We hope we can come to an understanding with the state of Texas soon.
But that understanding will have to protect the interests of program
beneficiaries. We will not allow Texas to run its Medicaid and Food Stamp
operations in a way that risks taking away Food Stamps and Medicaid from
people who should receive them.

Q&AS

Question: Didn't the President reject a proposal recommended by the relevant
agencies on how far to allow Texas to privatize?

Answer: The President did ask the agencies to take another look at this issue.

His principal
interest is what’s best for families who rely on Medicaid and Food
Stamps, and he_ wants to make sure that the agencies’ decision is
consistent with that interest.

Question: Do you expect this matter to be settled at today’s meeting between
HHS Deputy
Secretary Kevin Thurm and Texas Health and Human Services
Commissioner McKinney?

Answer: | do not know. | hope the state of Texas shares our interest in doing
what’s best for the recipients of public assistance, and
that we can come to some understanding soon.

Question: Why has it taken the Administration so long to give Texas an answer?

Answer: The Texas proposal is a very complicated project involving multiple
federal
programs and agencies. There were a great many legal questions to
consider. And we want to make sure that the decision we reach is
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right and will protect families who rely on Medicaid and Food Stamps.
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¢ We’re disappointed if Dr. McKinney characterized the meeting as unproductive. We
thought it was a good meeting with an honest discussion of the issues.

s We presented some new options to the state today and believe any of them could be the
basis of a mutually acceptable agreement. All of them are designed to let the state proceed
as quickly as possible without the need for any further administrative actions, because they
would be consistent with all of the relevant statutes governing cash assistance, Medicaid,
and Food Stamps.

¢ We want Texas to go forward and we’re considering policy, not political concerns. This
has always been about how we can help Texas make their programs efficient, but still & 7
consistent-with current-lawand(protect the beneficiaries of the three programs -- cash .
assistance (TANF), Medicaidand Food Smmpawhich_auhau&diﬁepem

reguletions,

e Remember, this is a big, complex undertaking the state has proposed. It involves three
large programs: cash assistance, Medicaid and Food Stamps, which are overseen by two
separate federal departments. Texas already has the authority to proceed with the welfare
portion of their proposal now, based on the welfare law that the President signed in
August. But our concern is that they’d be doing so much - re-engineering their computer
program, outplacement, integrating eligibility determination for these three very different
programs - all at once. We want to get it right.

Q Are you surprised by Texas’ response?
We appreciate their frustration. We also want to move forward as quickly as possible 2
to help the state, butﬁc must be consistent with current Iawjand_ protect beneficiaries. .
Q So will you oppose an amendment in Congress to grant this request by legislative
action? . C e
wl dua b *(AJIAJL TY’$ ?VO?O ?ﬂi a-lq_lu_;tn.L.' TM’D.CT" Md t F( La"c['“a/“@ .
A Yes. /6-6 presented some new options to the state today and believe any of them ¢ould

be the basis of a mumally acceptable agreement.

Q What exactly were the options you proposed in the meeting?
Y P P Lw‘i"-u J) uw(dj
A We don’t want to go into specifics because we're still&ying Loijork]something out.
But all of the options are designed to let the state proceed as quickly as possible without
the need for any further administrative actions, because they would be consistent with
all of the relevant statutes governing cash assistance, Medicaid, and Food Stamps.
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Questions and Answers on Texas Integrated Enrollment System (TIES)
revised draft 5/1/97 5:30 p.m.

Q

A

What is Texas TIES?

TIES stands for the Texas Integrated Enrollment Services project. This is an initiative
by the state of Texas to create a one-stop-shopping arrangement whereby citizens in
need could supply income and resource information in a single application which would
result 1n eligibility determinations for a wide range of means-tested public assistance
programs. The project would be operated by a contractor hired by the State.

What exactly did Texas ask for at this point?

Texas asked for permission to use federal funds to pay for the initial planning phase of
this project. The initial phase involves releasing a Request for Offers (RFO), a
document which would ask bidders to propose a specific system. Texas has not yet
indicated exactly what the system would entail.

Will this be a significant decision?

Not really. Texas is the only state to request an integration of cash assistance,
Medicaid, and Food Stamps eligibility, and we are granting approval to Texas 10
proceed with its project within the requirements of the law. We are encouraged that
Texas is seeking ways to improve the efficiency and effectiveness of its programs.
Many states are upgrading their computer systems to improve the timeliness and ease in
conducting their programs.

What took you so long in reaching a decision?

This is a very complicated project involving multiple federal benefit programs and
federal agencies. It is not easy to attempt to integrate these programs into one system.
We wanted 10 carefully consider the many statutory and regulatory provisions in these
federal programs to determine the extent of our legal authority. As you may know,
under the new welfare law, the states have the flexibility to design how they design the
administration of their cash assistance programs. Yet, Congress and the President
decided not to make changes to the Medicaid and Food Stamp programs. And we
carefully considered what would be in the best interests of protecting the rights of the
beneficiaries of these three different programs.

Because this project does involve the concept of privatization, we felt it was important
to clearly state the starutory requirements relating to public vs. private eligibility
determination for the various programs involved. We read the statutes for these
programs as requiring that eligibility determination be in the hands of state
administrators. Making decisions about the eligibility of needy people for benefits is
one of the most fundamental functions of government. We also wanted 1o insure that
we identified these issues early in the process so as to help the state avert delays later
on in the development of the project.
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Did you draw the line with state agencies as a compromise to the unions?

No. We carefully considered this complicated project involving multiple federal hal
programs and agencies and pased our decision on our legal authority,[not on politics or GMUUGH .
union interests. We also'made our decision on what is right and in the best interest of
protecting the beneficiaries of these three different programs.

(W g
: . _ s
Does this decision mean that you believe public employees are better than private oncsv,;}' W N
in protecting the rights of beneficiaries? _ NG wu)"
o
It means simply that we are following the laws as passed by Congress which are ¢ e

designed to let states seek innovative approaches to improve the efficiency of benefit (\’\ta‘:’,,/\

programs while protecting the rights of beneficiaries. &"’#,\:ﬂ 45\,\.
- - . - -"h ww'.,;( o
Is this the end of the line for this project? ) ,v”w‘q"{

mff\«sﬂp. wvl |

. We presented some new options to the state today and believe any of them could be
the basis of a mutually acceptable agreement. All of them are designed to let the state
proceed as quickly as possible without the need for any further administrative actions,
because they would be consistent with all of the relevant statutes governing cash
assistance, Medicaid, and Food Stamps. We want Texas to go forward and we’re
considering policy, not political concerns. This has always been about how we can help
Texas make their programs efficient, but&ill be consistent with current law and protcctj
the beneficiaries of the three programs -cash assistance (TANF), Medicaid and Food
Stamps - which all have different rules and regulations.

Texas already has the authority to proceed with the welfare portion of their proposal
now, based on the welfare law that the President signed in August. But our concern is
that they’d be doing so much - re-engineering their computer program, outplacement,
integrating eligibility determination for these three very different programs - all at
once., We want to get it right.

Does this decision close the door to other states to privatize their programs?

No. Under the new welfare law, states have the flexibility to design the administration
of their cash assistance programs for families. We encourage states 1o seek innovative
ways to serve people better and find more efficiency in programs within the authority
permitted by law. '

You told the Texas Human Services Director that you were drawing the line at the
Food Stamp law. What does that mean?

The fact is that these different benefit programs have different statutory and regulatory
requirements. Under the new welfare reform law, the states have unlimited flexibility
in how they administer the cash assistance program fot families. Yet, Congress and the
President retained the laws on Medicaid and Food Stamps because they have different
missions and serve different people. Medicaid is about providing health insurance for
people as diverse as senior citizens and children. Food Stamps is a fully federal
program concerned with the nutritional health of a wide range of needy Americans. It
is not easy to attempt to integrate these programs together with these different
requirements and purposes.
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We presented some new options to the state today and believe any of them could be the
basis of a mutually acceptable agreement. All of them are designed to let the state
proceed as quickly as possible without the need for any further administrative actions,
because they would be consistent with all of the relevant statutes governing cash
assistance, Medicaid, and Food Stamps.

Q But I have a memo to the President that suggested a much more lenient approach,
which would let Texas privatize many more functions? Why the change?

A I’m not going to comment on an internal memo. We presented some new options to the
state today and believe any of them could be the basis of a mutually acceptable
agreement. All of them are designed to let the state proceed as quickly as possible
without the need for any further administrative actions, because they would be
consistent with all of the relevant statutes governing cash assistance, Medicaid, and
Food Stamps.

BACKGROUND: The memo laid out an option that would be consistent with Medicaid
law and practice, and would have required the granting of administrative waivers for

Food Stamps.

We want Texas to go forward and we’re considering policy, not political concerns.
This has always been about how we can help Texas make their programs efficient,(ut
still be consistent with current laﬂand protect the beneficiaries of the three programs -
cash assistance (TANF), Medicaid and Food Stamps - which all have different rules
and regulations.

Texas already has the authority to proceed with the welfare portion of their proposal
now, based on the welfare law that the President signed in August. But our concern is
that they’d be doing so much - re-engineering their computer program, outplacement,
integrating eligibility determination for these three very different programs — all at
once. We want to get it right.
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We're disappointed if Commissioner McKinney characterized the meeting as unproductive.
We thought it was a good meeting with an honest discussion of the issues.

We presented some new options to the state today and believe any of them could be the
basis of a mutually acceptable agreement., These options are designed to let the state

proceed as quickly as possible with their RFO, because they would be consistent with all of

the relevant statutes and regulations governing cash assistance, Medicaid, and Food
Stamps.

We want Texas to go forward and we’re considering policy, not political concerns, This
has always been about how we can help Texas make its programs efficient, but still be
consistent with current law and protect the beneficiaries of the three federal programs -~
cash assistance (TANF), Medicaid and Food Stamps — which all have different rules and
regulations.

Remember, this is a big, complex undertaking the state has proposed. It involves three
large programs: cash assistance, Medicaid and Food Stamps, which are overseen by two
separate federal departments. Texas aiready has the authority to proceed now with the
welfare portion of their proposal, based on the welfare law that the President signed in
August. Congress and the President retained the laws on Medicaid and Food Stamps
because they have different missions and serve different people. So our concern is that
they’d be doing so much - re-engineering the state’s computer program, outplacement,
integrating eligibility processing for these three very different programs - all at once, We
want to get it right.

Are you surprised by Texas’ response?

We appreciate the State’s desire to move forward. We also want to move forward as
quickly as possible to help the State, but we must be consistent with current law and
protect beneficiaries.

So will you oppose an amendment in Congress to grant this request by legislative
action?

Yes. It is unwise for Congress to legislate on administrative actions that should be
worked out between program agencies ang our state partner. We presented some new
options to the State today and believe any of them could be the basis of a mutually
acceptable agreement.

What exactly were the options you proposed in the meeting?

We don’t want to go into specifics because we're still trying to work something out.
But the options are designed to let the state proceed as quickly as possible with their
RFO, because they would be consistent with all of the relevant statutes and regulations
governing cash assistance, Medicaid, and Food Stamps.

@oo2
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Questions and Answers on Texas Integrated Enrollment System (TIES)

What is Texas TIES?

TIES stands for the Texas Integrated Enroliment Services project. This is an initiative
by the state of Texas to create a one-stop-shopping arrangement whereby citizens in
need could supply income and resource information in a single application which would
result in eligibility determinations for 2 wide range of means-tested public assistance
programs. The project would be operated by a contractor hired by the State.

What exactly did Texas ask for at this point?

A Texas asked for permission to use federal funds to pay for the initial planning phase of
this project. The initial phase involves releasing a Request for Offers (RFO), a
document which would ask bidders to propose a specific system. Texas has not yet
indicated exactly what the system would entail.

Will this be a significant decision?

Texas is the only state to request an integration of cash assistance, Medicaid, and Food
Stamps eligibility, and we are granting approval t0 Texas to proceed with its project
within the requirements of the law. We are encouraged that Texas is seeking ways to
improve the efficiency of its programs. Many states are upgrading their computer
systems to improve the timeliness and ease in conducting their programs.

What took you so long in reaching a decision?

A This is a very complicated project involving multiple federal bepefit programs and
federal agencies. It is not easy to attempt to integrate these programs into one system.
We wanted to carefully consider the many statutory and regulatory provisions in these
federal programs to determine the extent of our legal authority. As you may know,
under the new welfare law, the states have the flexibility to design the administration of
their cash assistance programs. Yet, Congress and the President decided not to make
changes to the Medicaid and Food Stamp programs. And we carefully considered
what would be in the best interests of protecting the rights of the beneficiaries of these
three different programs. :

Because this project does involve the concept of privatization, we felt it was important
to clearly state the statutory requirements relating to public vs. private eligibility
determination for the various programs involved. We read the statutes for these
programs as requiring that eligibility determination be in the hands of state
administrators. Making decisions about the eligibility of needy people for benefits is
one of the most fundamental functions of government. We also wanted to insure that
we identified these issues early in the process so as to help the state avert delays later
on in the development of the project.
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Did you draw the line with state agencies as a compromise to the unions?

No. We carefully considered this complicated project involving multiple federal
programs and agencies and based our decision on our legal authority, not on politics or
union interests. We also made our decision on what is right and in the best interest of
protecting the beneficiaries of these three ditferent programs.

Q Does this decision mean that you believe public employees are better than private ones
in protecting the rights of beneficiaries?

A It means simply that we are following the laws as passed by Congress which are
designed to let states seek innovative approaches to improve the efficiency of benefit
programs while protecting the rights of beneficiaries.

Is this the end of the line for this project?

A No. We presented some new options to the state today and believe any of them could be
the basis of a mutually acceptable agreement. These options are designed to let the
state proceed as quickly as possible with their RFO, because they would be consistent
with all of the relevant statutes and regulations governing cash assistance, Medicaid,
and Food Stamps. We want Texas to go forward and we’re considering policy, not
political concerns. This has always been about how we can help Texas make their
programs efficient, but still be consistent with current law and protect the beneficiaries
of the three programs - cash assistance (TANF), Medicaid and Food Stamps -~ which
all have different rules and regulations.

Texas has the authority to proceed now with the welfare portion of their proposal now,
based on the welfare law that the President signed in August. Congress and the
President retained the laws on Medicaid and Food Stamps because they have different
missions and serve different people. So our concern is that they’d be doing so much -
re-engineering the State’s computer program, outplacement, integrating eligibility
processing for these three very different programs - all at once. We want to get it
right.

Does this decision close the door to other states to privatize their programs?

No. Under the new welfare law, states have broad authority to design the
administration of their cash assistance programs for families. We encourage states to
seek innovative ways to serve people better and find more efficiency in programs within
the authority permitted by law.
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You told the Texas Human Services Director that you were drawing the line at the
Food Stamp law. What does that mean?

. The fact is that these different benefit programs have different statutory and regulatory

requirements. Under the new welfare reform law, the states have very broad authority
to administer the cash assistance program for families. Yet, Congress and the President
retained the laws on Medicaid and Food Stamps because they have different missions
and serve different people. Medicaid is about providing health insurance for people as
diverse as senior citizens and children. Food Stamps is a fully federal program
concerned with the nutritional health of a wide range of needy Americans. It is not
easy to attempt to integrate these programs together with their different requirements
and purposes.

We presented some new concepts to the state today and believe any of them could be
the basis of a mutually acceptable agreement. All of them are designed to let the state
proceed as quickly as possible with their RFQ, because they would be consistent with

all of the relevant statutes governing cash assistance, Medicaid, and Food Stamps. Food

Stamp law requires that certification be done by the public employment sector - that
means everything from application to eligibility.

BACKGROUND: The only exception is Medicaid outstationing, which allows states to
do some eligibility determination at medical facilities (as wel! as welfare offices)

" But I have a memo to the President that suggested a much more lenient approach,

which would let Texas privatize many more functions? Why the change?

I'm not going to comment on an internal memo. We presented some new options to the
state today and believe any of them could be the basis of a mutually acceptable
agreement. These options are designed to let the state proceed as quickly as with their
RFO, because they would be consistent with all of the relevant statutes and regulations
governing cash assistance, Medicaid, and Food Stamps.

BACKGROUND: The memo laid out an option that would be consistent with Medicaid
law and practice, and would have required the granting of administrative waivers for
Food Stamps.
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