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April 3, 1999

MEMORANDUM FOR THE PI%tSIDENT

FROM: Bruce Reed ‘ TR s s
Elena Kagan , |
|

SUBJECT: DPC W Report

1 Health Care — Democratic Patlents Bill of nghts Event: You are scheduled to
join Democratic members of Congress in Philadelphia on F nday to highlight the need for strong,
enforceable patients’ bill of rights legislation -- and to contrast the proposal we favor with the
weak version of the bill reported out of the Senate Labor Committee just before recess. At the
event, you can announce an Internet-based petition, which is intended to attract over one million
signatories, in support of a strong, enforceable patients’ rights bill. You also can announce the
OPM “call letter” that takes the final step in requiring all participating FEHBP insurers to come

- into full compliance with the patients’ bill of rights. ~

% 2. Health Care -- Medicare Annual Cap on Réhal?ilitative Services: You recently
asked ?bout the $1500 annual cap on Medicare payments fo%' outpatient physical therapy and

" other rehabilitative services. This cap was included in the Balanced Budget Act at Congressman
Thomas’s insistence; we had opposed it for fear that it weuld have an adverse impact on

f’% chronically ill beneficiaries. Providers and advocates are now arguing that the cap has had just
such an impact, pointing to a recent study showmg that Jalmost 13 percent of Medicare

[ beneficiaries incur significant out-of-pocket expenditures as a result of the cap. Senator Grassley -

has proposed legislation that would allow Medicare beneﬁcmxi'les to exceed the cap if they have
an illness that clearly requires additional services. This proposal, however, may prove very
ostly, we are scoring it now as well as reviewing alternatlves " .
l

%ﬂh 3. Health Care -- Medicare Toll-Free Line: HHS instituted on Thursday a new
nationwide toll-free telephone line, 1-800-MEDICARE, to hclp Medicare beneficiaries leamn
about the new health care options available to them under Medicare+Choice. Callers can talk to
a customer service representative in English or Spanish to gct information about the Medicare
program generally and/or about particular Medicare health plans in a community.

4. Tobacco — Medicaid Recoupment: We met this week with the major public health
groups to discuss ways to build support for our proposal to ensure that a portion of the tobacco
_settlement funds goes to prevent youth smoking. We urged them to develop a political and
communications plan focused on the effectiveness of such programs and the refusal of many -
states to use ‘settlement money for this purpose. To use just a few examples: the Oklahoma
legislature is considering usmg the money to eliminate h1ghway tolls; Louisiana’s governor has

1
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|
|
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proposed paymg off state debt and funding gene therapy rescarch with the funds; and Rhode
Island's governor has proposed using the first installment to balance the budget (which has set off
a fierce debate in the legislature). In addition, many states purportmg to spend the tobacco funds -
on public health or tobacco use prevention are merely supplantmg current spending, effectively

: ﬁ'eemg these funds for other uses. The public health community so far has been utterly /O 5 Cﬁj
‘ineffectual on this issue, but we hopc participants in the meeting emerged with a betterg
understanding of the pohtlcal situation we face and some more effective strategies for dealing :
~with it. :

T
' n 2P 12

5. Tobacco — - Oregon Verdlct‘ A jury in Oregon last week ordered Philip Morris to ay
$81 million in damages (including $79.5 million in punitives) to the family of a man who died .
of lung cancer after smoking for 40 years. The verdict was the largest ever against a tobaccoli
company, exceeding the $51.5 million verdict awarded by a California j Jjury against Philip Morris|
earlier this year. Shares of tobacco companies fell sharply this week as a result of the verdict. %’;

6. Welfare — Child Support Comiputer Systems You recently asked about an HHS
policy denymg federal reimbursement to states that entered into contracts for child support and;
child welfare computer systems without ﬁrst receiving federal approval HHS has applied this o
policy strictly, refusing federal payments even when the federal govemment clearly would haveks
approved the contracts. In the past, HHS has denied federal ﬁtnds to California, Hawaii, Kansas,
Nevada, and Pennsylvania on these grounds. In recently rev1ew1ng this policy, however, HHS
officials discovered that it is in conflict with the. dr:partment]s current policy on Medicaid
computer systems -- even though the two policies are 1nterpretatlons of the same regulation.
When it comes to Medicaid computer contracts, HHS prov1des relmbursement even in the [y
absence of prior approval if the contract meets departmental requlrements and the state institutes
controls to ensure that it will seek advance approval in the future] HHS officials are now trying
to reconcile the two policies; they probably will decide to adopt an agency-wide policy similar
to the policy that now is applied in the Medlcald program..

4?’“

7. Welfare -- Food Assistance: You recently asked what we could do to ensure that
families obtain needed food assistance, in light of some reports that more working families are
seeking help from private food banks. We are working to address these issues on two fronts: first, . |
to ensure that states follow the current food stamp law by prowdtng assistance to all eligible
individuals who seek assistance; and second, to develop and 1mplement new initiatives to make
the food stamp program more accessxble to workmg families.

We have taken numerous steps in recent months to engure that states follow the food
stamp law. USDA has launched a number of investigations of state and local practices, including
an inquiry in New York City which found that local welfare offices were not allowing individuals
to apply for food stamps on their first visit to the office, (USDA issued a formal wamning fo New
York that it would impose penalties if the city were to continue these practices; around the same
time, a federal district court judge issued an mjunctlon prohibiting the practices and requiring the

CL INTON L I‘BRAP}Y ‘F’F%OTOCOP\‘




-t

R-5 44

city to submit a corrective action plan to the court.) USDA also has issued. formal guideiines'to
all states reminding them of their obligations under the law.,

. In addition to these enforcement ‘actions, we are working with USDA and others to
develop and implement efforts to make food stamps more available to eligible ‘families.
Historically, individuals with earned income who are eligible for food stamps have been only
about half as likely to seek them as individuals receiving cash aslsistance. In part, this is because
individuals with earnings are eligible for far less in food stam}:ls and may decide the amount is
not worth it. In part, it-is because individuals need to report earnings to the food stamp office,

and working people often find it hard to get to the office during open hours. &,

l

We are currently working with USDA and OMB to devise administrative proposals t6
help address these and other potential barriers, and we hope to provide you with a set of
recommendations soon. QOur biggest problem will be cost: the most effective administrative
proposals are likely to cost several hundred million dollars, ahd OMB’s policy is to insist on
equivalent offsets from the relevant department. In addition, gwe will be working to enact the
proposals in this year’s budget to increase funds for food stamp outreach (the budget proposes

a 50 percent federal match for media campaigns and other outre:ach activities) and to expand the /97

i

1 Y

class of legal immigrants entitled to receive this benefit. I

8. Education — Workforce Investment Act Rule: OMB and DPC have almost
completed work on the Department of Labor’s interim final fule to implement the Workforce
Investment Act, which you signed last August to reform the nation’s job training system. The
rule will assist states and communities to develop a network of pne-Stop Career-Centers (at least
2,500 upon full implementation) to provide a wide range of employment services to both job
seekers and employers. The rule also will implement the Act’s provisions on Individual Training
P Accounts, which will give individuals access to quality job tlfaining programs of their choice.
Consistent with the goal of consolidating and streamlining job training programs, the new
regulation is approximately half the length of the rule it replaces. The department consulted
broadly with state and local governments, key Congressional committees, and other stakeholders

in developing the rule, and we expect it to get a good reception.

9. Drunk Driving — .08 BAC Studies: The Departme"nt of Transportation released two
independent studies last week on the effect of lowering the illegal blood alcohol concentration
(BAC) from .10 percent to .08 percent. One study estimated that .08 BAC laws resulted in 275
fewer fatalities in the 16 states that had these laws in—LQQLg,ndiham-addi&de
have been saved if all 50 states had .08 laws. A second, 1 1-state study found that .08 BAC laws
were associated with significant reductions in alcohol-related fatalities in five of the states studied
(VT, KS, NC, FL, NM), with two other states (VA and CA) registering reductions following the
adoption of both a .08 BAC law and an administrative license rei'vocation (ALR) law (under which
police immediately suspend the license of a drunk driver) and the remaining four states (UT, OR,
ME, NH) showing no statistically significant changes. The GAQ is planning to release in June
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bill you signed last year. We expect that the GAO will criticiize earlier NHTSA studies, but
confirm the soundness of the new studies and conclude that-.08 BAC laws can be effective in
reducing alcohol-related deaths, especially in combination with ALR laws.
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~ Record Type: Record
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1
To: Cynthia A. Rice/OPD/EOP \

cc: , . : ;
Subject: Child Support /FFP Prior Approval , \

HHS now has a preferred pohcy option for FFP prior approval, whuch wull be described as a

combination of the ACF/HCFA policy. It is really more a modified version of the HCFA approach
. where prior approval is required but there are exceptions where: |

1. State action was madvertent \

2. The contract would have been approved if it had been submltted on time; and

3. The request is made by a high level state official to a high level fed. official so that this is not a

normal means of business the normal course of business. |

|

At thls point, the trick is announcing and implementing this polscy prospectively s0 to pick up

states where a final adjudication has not been made but where other states can not reach back and
expose HHS to liability.

They are taking this option to Kevin this week.
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~Cynthia A. Rice -

‘Subject: NEW Update on Arkansas child support' g

. _,./

Marla Echaveste

242 01 PM

03/18/99

Record Type: Record

To: Cynthia A. Rice/OPD/EOP
cc: Bruce N Reed/OPD/EOP Elena Kagan/OPD/EOP Laura Emmett/WHO/EOP J. Eric Gould/OPD/EOP
bece: .

Subject: Re: NEW Update on Arkansas child support [

Very intérestmg--lt is alWays amazing how if you keep asking questions, you keep finding out more.
Keep me posted--and I'll just let Hlm know that you all are workmg on it, and pushing hard on it.

1

Cynthia A. Rice - - 03/18/99 02:07:08 PM

-
Record Type: Record

cc:
bcc:

|

|

To: See the distribution list at the bottom of this message 4
' |

I

I

|

In response to our questions, HHS has dlscovered an embarrasmg (to them) fact but one that
should help us provide the President a response more to his IIlklng Since 1992, HCFA has been
interpreting the same regulation’ differently in Medicaid casesJ than ACF has been for child support
HCFA has been allowing federal match for computer systems without prior approval in certain
limited circumstances (if the transaction would have been approved had prior approval been sought
and if the state agrees to institute controls to ensure prior approval requirements are met in the’
future.) Rather astounding that they didn't discover this before Kevin met with the Governor.
Anyway, HHS is pulling together their key people now to work through the implications of having a -
uniform agency wide policy (if ACF uses the HCFA rules for |Arkansas, they may be subject to
lawsuits from states they've turned down in the past). We've suggested some other possibilities
too (using TANF or SSBG funds, spreading payments out over 10 quarters) for which they are
examining the implications. I'll push them and keep you posted Call me if you'd like to discuss
(62846) ‘ »

Cynthia A. Rice

|

l

Cynthia A. Rice ' 103/18/99 12: 33‘ 15 PM
T ‘ — !

Record Typé:  Record o : '




To: Maria Echaveste/WHO/EOP

cc: - Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Laura Emmett/WHO/EOP J. Eric Gou!d/OPD!EOP
Subject: Update on Arkansas chlld support (

. ] . ‘
Bruce asked me to send you a note on Arkansas child support. We're finishing a memo to the

President but aré pushing HHS to come up with some more rﬁasponsive options.
) : |
Here's where things stand.
~ . |
’ |
HHS policy since 1986 has been to deny federal match for contracts for which states have not
received prior approval. They have never made an exception -- in fact during the last year, they've
taken this position with California, Hawaii, Kansas, Nevada, Pennsylvania, South Dakota, and West
Virginia. The contracts under dispute are for child support cc’:mputer systems. The rationale for
requiring federal approval is to ensure the contracted services meet basic programmatic
requirements before the federal government commits to pay 66 percent or more of their costs.
I
Arkansas does not dispute that fchéy didn't submit the contract for federal review early enough.
But they've asked that the penalty be reduced or waived. HHS agrees that if the contract had been -
submitted earlier they would have approved it. However, HHS strongly opposes making an
exception, even in this case. . (

As | said, we are working with HHS to develop some better opttons ASAP -- we'll send you more
on that shortly. One issue to consider: there is apparently an on-going FBI investigation of child
support contracts in Arkansas, related to contracts being awarded to members of the state
legislature. The Lexis/Nexis search | did pulled up dozens of}artlcles mentioning the investigation,
which apparently began in November 1997 with a raid of State Senator Nick Wilson's office.. As a
result of the publicity surroundi ing this investigation, the legnslature passed and Huckabee has
signed into law new ethics rules. However, according-to the; press, the investigation is on-going,
under the direction of US Attorney Paula Casey. |'m not saying that | have any indication that

.there's a connection between the contracts for which the state didn't see federal approval and this

investigation, but | just wanted to flag for you that the !ssuel of child support enforcement contracts
in the state is under a great deal of scrutiny right now. *

‘ 3 |
; .
I
|

Message Sent To:

Maria Echaveste/WHQ/EOP : , y
Bruce N. Reed/OPD/EOP o
Elena Kagan/OPD/EOP '
Laura Emmett/WHQ/EQP
J. Eric Gould/OPD/EQOP
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‘ : f  DEPARTMENT OF HEALTH & RUMAN SERVICES l ) Finsncing Administration
" [y 4 . ‘ 1 '
e l | Memorandum
» 4 ' ’ to:
pae - NOV 39902 Refer to: FMC-11

Director , ' '
Office of Mcdxcaxd Managemtmt

Feom

i
5
|
Subject  Retroactive Approval of T ransactlom Requiring Prior Approval~ACTION

|
, t

To All Assaciate Regional Admmzstramrs |
: Division of Medicaid _ E

This memorandum prescribes Health Care meng Admuustratum (HCFA) policy
in administering Federal requirements for Medicaid State agency transactions when
mandatory HCFA pnor approval was not secured

The Depattmam of Health and Human Services (HHS) Grams Administration
Manua) (GAM), Chapter 1-105-60 B.1 (Attachmcnt) provides that a transaction
requiting prior -approval under the provisions of an award may be approved
retroactivelv if (a) the transaction would have been approved had the organization
requested approval in advance; (b) the transaction is approved by an official who
has the authority to grant such approvals and (c) the organization agrees 1o
institute controls to ensure that prior approval requu'ements are met in the future.
The Departmental Appeals Board (DAB) held in Decision No. 1340, dated June 19
and prcv:ous decisions that the HHS GAM authorizes retroactive approval in Lieu of

. the prior approval required by the applicable regulations and manual issnances,
The DAB also held that the agency must amculate a rcas:mably persuasxve
substantive basis for denymg retroactive approval |

Please advise all the States in your region that HCFA is adopting the policy
contained in the HHS GAM regarding retroactive approvals of transactions.
However, we must emphasize that if States do not implement policies to ensure that

prior approval requirements are met, as noted in (c) above, the costs of all
subsequent procurcmems‘ will not be rexmburscd }We recommend that whenever
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Page 2 - All ARAs; 1

this sitwation arises you formally notify the State that cotrective action is necessary

and that all subsequent prior approval requirements must be met in order for

Federal financial participatjon to be available. | 7
|
If you have any questions reggrding this matter, plgasé contact Wanetah Soden of

my staff at (410) 966-3273.

o
A A
David McNallyi |

{ .\

Attachment . ' o - .

cc;
All Regional Administrators
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DEPARTMENTAL
MANUAL

HHS Statf Manual for the Admlnlstratlon of
Grant Programs

;
t
i

Issued by The Office of the Secretary, Assistant
‘Secretary for Management and Budget
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Hus !tantnittll al. 03 (11130181) ‘

b
! Y l 0 n U c T ! o]u
‘PURPOSE AND BCOPE. The Grauen Ad-inxltrutiou Nanual is denigned to
prav;de guidance on the ‘varioua sspecta of ;rnne wanagement to all
granting sgancies of the Department. It is expacted that the
., Department-vide policies and procedurss in this Manual will be
©  implemented by ssch of the granting agencies in sccordance vith the
requiremente of their partieular grant: progt;a» and _the ahnrac:e:xu:xc:
of their renpec:xve cr:nni:utxont.' \
The Hlnugl is :nzend-d to uervc as s b-lic :ttercnce for thoss who
are operationally engaged in Che nduxnxltrl:ive and financisl management
of grants, as well as those progtan dirsctors and others within the
granting egencies who are involved in the avctd. zeviav, or other
progrnn ‘manaAgement aspecte oi grente. ]
The polxcxan and proccdurnl xuciuded in thc Hanunl will be developed
“ {n & manner which Becks to achieve greater coni;-:eucy in the Department’s
deslings vith grantees while affording its granting ;genexn- sufficient
fl::szxi:y to manage theirv pra;rans in -ecordnncc with the specific
- requirements of their programs. The pnliciel vill emphasize techniques
vhich are deo;gncd to strengthen grantes institurions and to provide
. incentivas for improved wmanagemant. They will oxc-pley the partnership
relation between the Department and the arlutnc}comnunty by a::enptzng
to strike a proper balance betwsen the roquxrt-cntn of accountability
nnd the necessity for freedom and flexidility :o pursus program objectives.

APPLTCA!ILITY. The materisl io this Mauual is npplxcabln to all grln:zng
agencies of the Deplrtucnt uulnll othatvisa 0pe=x£1cd.'

AﬂTuORIT? TOR ISBUAHEE cu-pnar AMG of the OrtTnxtation Manual. -

|
E

~ fienry C. Kirschesmany, Jv.
- Deputy Assistant :,é:;tury
. for Procurement, fssistance
;nd Lu;xntieu o
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HHS Chapter 1-105 o -
Grants Administeation Manual o
HHS Transmittal 83.01 (3/25/83) A
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B  Page 12

|

1:105-80  RESOLUTION.OF MONETARY FINDINGS -

" A. General Ru!es on Cost .\!Jowabi‘ut! o ‘l

L Except as otharwiu provided in Subaectmn B of thls Seetion. un

decisions to allow or disallow eosts must be based solely on whether -
~ they are allowable or unallowable under the applicable cost principles
and other provisions of the gwards. Action Officials and Approving
Officials (see . Subparagraph 1-105-120A.1.b) have  responsibllity and
authority (subject to appeal) for determining whether costs are -
~allowable or unsllowable, and for determining the dollar amount of any
. unallowable costs. In making these determinations, Actlon and
- Approving Officials have some discretion on matters of interpretation.
However, such discretion does not lnclude the suthority to ignore
- applicable laws, regulations or policles; or authoritative interpretations
~ Issued by the courts, GAO, the Offjce ot General Counsel, responsible
poliey offices or other approprm.te uuthonties. S

z. In the resolution of the findings, cleur dwtinction must be made -
 between the determination of whether a cost is allowable or
unallowable and the actual collection of a disallowance. As noted
above, Action and Approving Officials have the authority to determine

whether a cost iz allowable or unanawable and have some diseretion in
making this determination, However, if a determination is made that a
cost {s unallowable, the Action and Approv!ng Officinls do not have the
authority to "waive" (forgive) ¢ollection of the disallowance. These
disallowsnces constitute elaims by the Government, and may be walved
or reduced only under the limited conditions prescribed in the Federal
Claims Collection Act (Public Law 68-508) and Iimplementing
Pﬁ:;duus (see General Administration Mmual Chapters 4—50, 4-60 nnd.

3, In determining whether 2 cost is mowablt or unallowable, factors such
as the good faith of the organization, its suecessful accomplishment of
" program objectives or {ts ignorance | of the provisions of the
awards,although important for other purposes, shall not be used as &
basis for allowing costs which are unallowable under the provisions of
the awards. The organization's sbillty to make restitution also has no
besring on the allowability of & cost, but should be considered, where
necessary, in establishing recovery periods and in determining whether
there is justifieation for reducing or waiving collection of a clalm under
the Federal Claims Collection Act and lmplementlng proeamlres. :

Exceptions

Az stated in Subseet!on A of this Section. the dee!s[on to allow or disallow n
cost must be be based on whether it is allowabls under the provisions of the
award. Therd ure two situutions, however, where an exceptiun to this rule
may be permmed. ) : IR :

£
;
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2.

|

If a transaction requiring prior approval under the provislons of an

award Is questioned because the spproval was not requested, the
transaction may be approved retroactively. Retroactive approvals may
be granted, however, only where: ? ‘

e. The trenzaction would have been lpfprovad had the nrgaﬂizution
requested approval in advance; i

b. The transaction is approved by an of!icinl who has the authority 1o
grant mueh approvals (usually the grants officer or the eontracting
officer); and . :

approval requirements are met in the future.

: N . . ! . .
In truly exceptional cases, where strict adherence to an original

provision of an award would result In a clsar inequity to the
arganization, the provision mey be waived. These waivers may be
granted only in highly unusual situations and only where all the
following conditions are met: o

a. The provision is not mandated by law; !

b. The waiver is granted by the officinl who ha® authority over the
pravision (usually the grents officer or the contracting officer) and
is approved by a higher level official (unless the original official is

- the head of the OPDIV); ‘ l ‘

e. I the waiver eonstitutes a deviation ﬁom an established regulation
or policy (e.g., 45 CFR Part 74, the Grants Administration Manual),
it is approved under applicable deviation control procedures; and

d . ;lehgil. Office of General Counsel has 'e;oneumed that the waiver is
| |

C. Determinations and Computation of Dollar AMounts

L

General
e e

As Indieated in Subsection A of this Section, the Aetion Official is
responzib)é for determining whether costs are allowable or unsllowable,
and for determining the dollar amount of any unallowable ecosts. To
make thess determinations, the Action Official must have = clear
understanding of the applicable regulations, the auditor's findinga and
the organization's position on the findings; and should obtain whatever
additlonalllnfcrmntlou he/she feels i3 necessary to reach an informed
conclusion:on the {ssues. ‘ ‘ A

. ; .
t

-

i
1
¥

f
r
1
{
i
[

¢ The ormization agrees to mstitu‘te 1eonu-ols to ensure that prior |
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DEP;\RTMENT OF HEALTH & HUMAN SERVICES ‘ - Financing Administration

| ? -

| - Memorandum
" JAN 25 1393 ]
Director

Office of Medigaid Management, MB ;
, i -
Ratroactive Approval of Transactions Regquiring Priox
Approval (Your memorandum, 12/29/92)--INFORMATION
Associate Regional Administrator o

Division of Medicaid ;
Denver

\
i
l

On November 3, I wrote to all ARAs for Medlcaid concarning
enforcement of Federal “prior approval"'requirements. I
advised that we are adopting the policy currently found in
‘Chapter 1-105~60 B.1l of the Department's Grants Administration
Manual (GAM). The policy is that a transaction requiring prior
approval may be approved retroactively if (a) the transaction
would have been approved had the State requested approval in
advance; (b) the approving HCFA official has the authority to
grant such approvals; and (c) the State agrees to institute
controls to ensure that prior approval requirements are met in
the future. In effect, the policy permits us to give a State
one bite of the apple: any subsequent violation would trigger
disallowance of the related costs. .

Your memorandum seeks clarification on several points related
to the new policy. First, as you surmised, the policy

described above is applicable to both ADP and non-ADP

trxansactions requiring prior approval. The only exception is

- HMO contracts subject to prior approval pursuant to section

1903(m)(2)(A) of the Social Security Act. The policy does not
modify any of the prior approval requirements found in law,
regulations or policy. Rather, it addresses HCFA enforcement
where prior approval violations surface. As you are aware, it
can be difficult to support disallowing the entire cost of a
State acquisition en the basis solely that the State failed to
obtain HCFA's prior approval. It is another matter, of course,
if we decide the transaction would not have been approved 1f
submitted timely, or if HCFA in fact denied approval but the
State proceeded with the acquisition anyway. We would consider
all relevant circumstances in each instance. For example, we
could decide to deny the one-time retroactive approval if
convinced the State 1ntentionally‘fa11ed to seek HCFA prior-
approval on the particular acquisition, in order to take
maximum advantage af our “one ‘bite" policy. No one-time
retroactive approval should be granted in any instance prior to
HCFA recelving the State's formal assurance of future
compliance. :

1
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Your memorandum asks about the applicabilxty of the GAM
generally to Nedicaid, since it has been your understanding
that the GAM applies only to discrationary grant programs. It
is true that the GAM is designed primarily for discretionary
grants. HRowever, the Division of Grants Policy and Ovexrsight
in ASMB/HHS, which is responsible for the GAM, notes that
sections of the GAM are applicable to mandatory or entitlement
as well as to disgcretionary grant programs. a statement at the
beginning of each GAM chapter indicates| its coverage. Chapter
1-105, for example, is applicable to all audit findings. The
director of that division also feels strongly that the
Departmental Appeals Board holds the same view, as evidenced in
a number of decisions - most not involving Medicaid - that the
DAB has issued over the past decade. The ASMB announced last
fall that the GAM will be replaced over time by a series of
ASMB "Grants Policy Directives". The ASMB does not anticipate
changing the policy on prior approval violationa, axcept to
make more explicit its applicability to mandatory as well as
discretionary grant programs.

Again, our new policy reflects our desire to balance equity and
reasonableness with conslstent, effective enforcement of
applicable prior approval requirements.| If you have any
further questions, please do: asitate to call me at (410)

966-3254. :
(lu& M
David McNally

¢¢: ARAs, Division of Medicaid
Regiona I-VvII, IX-X

|

I

|

Charles Gale, Director i :

Division of Grants Policy and 0vers%ght, ASMB
?
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Record Type: Record

"To: Cynthia A. Rice/OPD/EOP

&
)
® J. Eric Gould . ‘031‘1 2199 06:40;00 PM

ce:
Subject; HHS J Prior Approval

Kevin Thurm wants to inform Gov. Huckabee next week that HHS was unable to find @ Iegal bas;s
for-providing prior approval for the contract: costs However ‘the ofﬁmal demal of the FFP will not
occur until this. summer. Co : o

Questions we need to look at:

. Does HHS have any permissive authority’ to allow the FEP? The State suggests that the Iaw

1
: HHS is m states that they "may" disallow. Gfpfls o /UMT mﬂ"?f;

wpo ‘W“’?’GMWWM

2. Is this a situation where the letter of the regulation actually could a!!ow for relief but Grants

Appeals Boards demswns have ruled dufferentiy?
3. If the ruling |tseh‘ is nonnegctlable

s it posmble to xmpose a reduced penalty? ‘ . :
: B.. Is it possible to let the formal disallowance stand but not impose a penalty at all if the state

- does not appeal and complies w:th federal reqwrements

4. Since it's not reaHy a penalty but the W|thhold|ng of relmbursement what alternatwes exist to
spread the cost out over time, i.€., over what- perlod of tlme‘could we spread reduced federal
contribution’s to chuld support em‘orcement administrative panents (in 1996, Arkamcelved

“9‘“@2&%: . ﬁmwt w«%« i

e et sl

Vcﬁd"{\ﬂ»& -aws m mﬂmhj Wmﬁ/‘—m«”ﬁ ek sm /m

]

Ny - ." ‘ . ]

J
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“This Faésimilé is from the

'Administration for Chﬂdren and Fatmhes
370 L’Enfant Promenade S.W.
Washington, VD.‘C . 20447-0001

l
1
i

Date: O / lte/‘i‘{ e |
Thxs transmission consxsts of this cover plus | pages
To: -and/qu, ~ ﬁ»ub Fé‘oni: KV LShin S | eboenal<—
Yw} i ) i
, ; ! ,
Phone: - | o | Phone:

40(-9229

Fax__ 752 - ?%/

Messages: Here o (‘//\u W%M ;.A{.Q _)z,e
' awkfmw c/\.‘,u Prpomt = Catl e

0 /] (__ ’1’ . . 7 ‘ R

o

Admlmstrauon for Children and Families
Phone 401-9200 o Fax: 401-5770

Ex. Sec.: 401-9211 Fax: 205-4891 ‘
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LIST OF STATES DENIED FEDERAL FINANCIAL PARTICIPATION (FFP)
BECAUSE OF FAILURE TO ORTAIN REQUIRED FEDERAL PRIOR APPROVAL

§
I
|
i
|
i
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A A | 3/15/99
Office of Child Support Enforcement ‘
Denial of FF'P Because of State’s Failure to Obtain Prior Approval
(during the past 12 months)

Arkansas- June 15, 1998, also February 1998 and SeptemBer 15, 1998. -- Denied approxiniatcly
$6.5 miillion in contracts and contract amendments submmcd after their execution and, in some
cases, aftcr completion of the contract. |

California — July 28, 1998 - Denied Cahfomm s request for $11 million for a contract
amendment for SACCS transmon costs that the State never submitted for prior approval.
California’s lawyers have spoken to Robert Kcith of OGC and we are awaiting the additional
documentation that they promised in the teleconterence call and follow-up letter, California
argues that this contract action was not an amendment subj jcct 10 prior approval

Hawaii - May 11, 1998 — OCSE limited FFP for three dlﬁ'cmnt contract amendments submitted
after their execution to costs incurred after the date of OCSE’S approval.

Kansas -- Dec 4, 1998 — The letter specifies’ that the FFP approval is from date of letter forward
but that OCSE cannot retroactively approve task orders issued prior to OCSE’s approval, nor
approval funding for costs incurred prior to this date.- Dollar amount not determined.

i
ol

Nevada ~ August S, 1998 — The State submitted two amendments after their execution. OCSE
limited FFP to costs incurrcd alier the date of its approval: Amount not determined.”

Pennsylvania — July 2, 1998 -- Request for rcc’onsideratioxil of earlier decision limiting funding
_for a contract to costs incurred after datc ol approvaL App')eal denied.

South Dakota — October 21, 1998 OCSE didn’t deny any FI‘P but reiterated our policy on master

contracts and waiver of prior dpproval for future tasks. { ‘ 4

H

West Virginia - November 16. 1998 -- In this letter, we mc]uded a reminder that we can’t
approve FFP for costs incurred prior to the datc of this dpproval It appeared likely that WV had
incurred such ¢costs; amount not yel determined.
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er——

(7 The following portion of the |

T TSP Air mdﬂ.x-m mmmdh

described by connecting the follaois -
mmummm ‘

{aind rettrn o initial point)

Excluding the ares mmmmm
townships:
98, Re-11E
Ti06 Re-22E
T8, R12E: socuans & A:10. 13-17. 2028
334, f [NE and SB quariers only) and 7
{NE and SE quarsers only]
TIER RIAE: pectiony 10-21, Z8-3%
TS R19E: sections 13, 10-14. TH-25
TI4E, KIAE: wockscred 3-8, 7718 30
T178. RUE
Ting, R
T8 Re-LsE

| 4 § 52124 is szhendnd by revising
t-grtph (al[2) to vead a8 inilows:

§5L mnc«mm

laJ - & =

1 - 2=

(2) As to only Qxa arpan listed in
§ 32.323(c){2) and (I) of this aubpart, the
Tucson Air Planning Aven portions of the
Arizons SIP s approved as satislying
Purt D requirementa for CO and TSP
respectively, provided that by
Nawember 4. 1082 the NSR :eguhmnm

" must be revised 10 mees the

requirements In EFA'a amended
regulations for NSR {30 CFR 51-18(1].

{FR Doc. 861088 Fliad 12088 845 am)|
AL CODE NV .
e e — o

. DEPARYMENT OF HEALTH AND |

HUMAN BERVICES
QOffice of the Secretary
45CFRPurt3S

Automatic Dxty Procaasing Egulpment
and Services; Canditions sor Foceral

ausweY; Office of the Secremry. HHS,
ACTION: laterim Final Ruls W‘ﬂh
Comment Period.

aSuemsany: On Novenber 18, 1084 the
Depmrtment of Health and Humean
Servites publisied a Notics oi Proposed
Rule Meking (NPEM! on Avtossarre Dats
Frocessng-—~Conditions for Faders!
Financial Participstian in the Foderai
Regivier (43 FR 45517}. Those
regulations are applicable to the

[

mam&m
wnder Titles LIVA. B.C.D.

which a Siate cxg obiniin consideration
[of Fedorni Financiel Partivipation (FFP)

'mgnmaltdulmmlml&lﬂ

provisioas contained in the NPRM.
The remaining provisinos of the
NPRM that are not an part of
tha Interim Final Ruls will be publiskad
by DHEHS at & later datel :
oates: Effective Datxc Thews intsrim
Final Remulations ars effective famary
27. 1688 Tha commoent pesiod for these
reguintions, exiends {or 60 daya aitor
their publication in the Fedeoad Ragivtec
AvOwERS: Cormments shouid be
forwearded to: K. Jacquoioow Hotz,
Deputy Ansistant Sexyeoary for
Managrren: Anaivals sand Systens.,
Hubert H. Hompihirey Buildicg, Room
MMWAWSW. ,
Washrggtornt, DC 20204, - |
mmmm
Ron Lente. (202) 205-7354. ‘
FUPPLIMBETANY tRFEEEATIoR: This
Interios Foiral Rnlzmm 4 95.005 0
add tha definition of tha term

“emergency sitnation”, revives sﬁm |
-mmmd&nmm!

requirament sud sdds 8 new seetioon,
95,824, that provides for DHHS - A
cunvideratton of Stute request for FFP
in smvergenty witewtions. No comments
wrre revetved rointing to § 95,029 of the

Section 35,023 {s revised (O permn
waiving the pnor spproval requirements

req
contgined in § 96,811 for those State
requesty jor fanding ADP syutem
deyslopments and acquisitiona which
were posunatiked and received by the
Department pnor 0 December 2, 1845,
for witich » Siate did not mwmr
approval. The intent of this revision 1 ta
give the Daparyment the authority, (o
waive the prior appraysi requitements
of § B3.E11 M situations wihere 5 Stata
atuiertook ki ADP systems devoiopment
or acguisition in antizipation of the
Department retroscrively approviog the
oY scquisition {in effecy

~ devciopment
weiving the vnatuupmui reguiveavent).
Deparanens i

Until recontly, the nas on
arveral accamoos rerasctively
Approved aystems deveiomments and
acguisi oo ef metit and lod some
Siates to beliwve etronsooyiy that pricr
appumn was nat & pre-cousition far

i
;
z
.

r
i
i

, %P(m&;?«&hmmnm

of Stémos ave vErt SOTEAL PricT SPPIOVE
@ situstiows that cuil for . Because

waiver of the prioy
Wx“muﬁnlypw
Scyten that have relied on =
Dcprmldpnmiamumhoﬁwdb

hngnht'uln.

Tha bas chosex 1o timis
ﬂumnfma
onrgtained in § B5A2Y io anly thase State
requestin for FFP In acqutnngAnk: d
EqUIpMent or Lervices. postmsciad an
received by the Deparument and
undertaken wathout grior approval
before Decgzaber 2. 1085 because

require priar approval as & maans af
m%m:;rly nd m‘:lm
) svelopmentz and acg

To establish &

brosd waiver of tha price

approval tequireraent would defaas this
purpuse.
& The

wishas (0 provide
only & hrief ransition perigd which
allows it to waive prior approval
instances where States scted withoul

' prinr approval hased an their parcaption

of the Deparunent's past practics of

* ratroactively approving State ADP

initialives of ment.

By letter dated Acogusi 13 2985, the
Assistant Secrewnry for Manggemant

" and Budget advised hesds of all State

public asgistance: agencies of the -
reqmirements for priar approval
contrined in €5 CFR Y5007 a1 coq. He
infermed them that 17 2 State does -
mbirsit A request for reoRcve ’
zpproval and frmding of the design,
developatent and instailation of an
aulammtic daty processmng yyntem, or the
acymisition of automate date procerstny
equipment or services. the Department
will deny the request”

We balieve that this wae sndfciam
notice to Stales of the Depmranents
pricr approval remeirmements, wnd thore
establishing December?, 1998 ay the
cut-off date for pormirting the weiver of
the Deparement's priot approvsi
requireTnemts provides suificient thme for
States to atiunt to
reguiatary requirementa &
for Saatw requems {or the wenymsition: o
ADP equipment orweprvices pos

and receved by the Dup-rmmn after | %

Decemier L. 1985, Unt Oeparomems will

Section 95.623(8) provedes &
mechaning for waiviay the
Dsparenaent's prios
requitaments cantainad in § M‘ for -
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State aystems initintives which the
Dapartment has previcusly approved
retroactively in 8 farmal approvai letier.
The intent of this Section is to rotify
thoae instanees where the Depanment
has previously issued {ptior to
December 1. 1985) & lattar retroactvely
approving Siate agency initiatives.
although the Deparunant waas not
permitted to do so undar 45 CFR 85.001
‘ot seq. This section applies anly to the
past actionis deseribed in this paragraph.
The provisiom of this section st
effective December 1, 1985 with no
further action required on the part of the
States. . .

Section §5.823(h} is intendad to
provide a transition perfod which
permits States to adjust o the
Dapartment'a change in practice from
one of having approved a numberof
Staie system initintive reteoactively.
albeit contrary to reguiotory

requirements, Io one of atrict adhersnce

1o the priar approval reguirements in

§ 95.811. This transition perivd extends
1o Decomber 1. 1885 and appliss oniy to
requeats, which were postmaarked and
teceived by the Depanimant prior to
Dacember 1. 1985 for which a State did
not receive prior appruoval. The
Deparmens will retroacrively approve
these actiona if the mques would have
received prior approval had s requast
fur such approval been made by the
State agency. .

* - Section 95.805 hus been ravised to
inelude the definition of the rerm
“emergoney situation,” Under 45 CFR
95.812 we require States to seek and
racmive prior approval for ADP
equipment and services scquisitiona
that meel cortatn expenditute thresholds
that are set forth in the regulation. While
thia long-sianding requirement has
enabled the Depariment to have needed
involvement in States' program
planning, the requirement for prior
approvael may become counter
productive in emergency aituahons
wherr ADP matenals have to be
replaced mmmediately in arder to
maintain pragram operations and still
entis{y program raquiremenss, Far this
reason. we are reviging § 55805 o
inelude 3 definition of exergency
situanons and are adding 3 new § 95824
tn provide @ procsdare for States ta
follow in such situations.

The Department will consider as
“omergency situstions” thape situations
which couid not ressonabiy have been
anticipated and for which a State could
not have pinnned. The following sre
examples of situations vhat tha
Department cansiders to he “emergency
situanons.” - ’

(a) Equipment faflure due to physical
damage or destruction caused by )
natarai or cther disamer; or, i

" [b] Ghanges impozsed by Federal -

- legislative requiremenis which

necessitate the ppnediate sequatition of
AUP equipment or ssrvices,

The Deparoment will not consider as
emergency aituations, instances which
arise because of poor pianning on the
part of a State. Exampies of aitustions
that tha Dapawrrment does hat consider
“emergency situptions” are:

(a} ADP squipmens or software -
sysrems bacoming chaolety k the
rapid daveiopment of new, gy or
software techniques: _ :

(b} The expiration of a conract that
provides equipment of seTvices Support

. [&]) Overuight or adminietrative
inadaquacy on the purt of & requesting
State or jocal gavernmant in pbisining

- priov approvak aor ‘

(d) Changes impowed by Federal
legislative requirements whick allow the
State agency time tn comply with the
priar approval requirements of § 95.011.

The Department. in ragching a
dacizion aa to wheiber or not a situstion
should be sceepird a5 an emetgency.
will require & State to demmmserate that
ity need to immediately acquire ADP
Tqupmant or services wWas unexpestsd

. and could not have been anticipated or

plllm‘md. i

Section 95824 deseribes the procadure
to be followed by Stale agenciss -when
reguesting approval of FFR {or
smergency situations o defined n -

§ 95.60S. Undar this procedure if @ State
enEOUNIEr: an ‘emergency siluation” os
defined in § 95.805. it muat submit a
written requent ta the Department to
proceed with the ADP scqusitian
immerdiataly in arder to meet the State's
emergency beed. Ths writteall request
muat be sent by regustared muwi| and
include: '

{1} A brief description of the ADP
eyipment andfor servicea to be
acquired: ’ ‘

[2) A brisf descriptian of the
crcumatances which result in the State's
nawed to procesd prior to abtaining
approvel from the Deparmuent: snd,

{3) A destription of the harm which
will be caused if the Siate doss not.
acquire inunvdiately the ADP equipment
and services. v

Upon receipt of the information, the

' Department will within 14 dnj‘n take one

of theTollowing actions: ‘

{2) tnform tha Stale in writing that the
requeat has besn iand the
remson for disapproval: ar.

(2) lnfarro the State in writing Lhat the
Department recognizss that an
smargency axists and that vmiiniu 20

days from the date of the State's initial
writtun. requess, the State must submit e
{formal request for approval which
includes the information specifiad at
§ 85.511 in ordar for the ADP eguipment
or sarvices acquiattion to be considersd
for the Departmmny's approval.

The Depurtnent is establiaking this
emergency procedure in rucogmition of
the fact that situations mey arise which

" preciuds & State from taking the time to

fallow the full prior sl pruceduras
amtained in § 95811 before aczing to
correct the emargency situation in order
0 meet program reguirements. States
will bz required 10 meet the
requirsments of § 85.011, axcept for the
requirement of prior approval, withio 80
days from the dats of their writtca
emergensy request, The granting of FFP
by ths Deparemunt for the smargancy
aequisitian will rest on the Daparonent's
detarmining whather or not the
acquisition was necessary and satisfies

all requirements of 45 CFR 95.601 ot aeg. -

except. thy requirement of prior
approval In such cases. whers those
requirements ars met, we will approve
FFP retroactive to the date of the
emergency scguinsition

* lolesim Final Regubtions

Thase reguiations, 45 CFR 05.80%,

§5.623 and 95.624, are being publiahed In

interim final formn with an gamadiste

" affactive data. At the axmae thne, we

encourage interested pardes to comment
upon these naw rules so that we may
have the full benefit of public
participation before the rujes are
published in fnal form. We we
disposing with prior notice and
comment procedures because we

“believe there is good cause w do sa.

Specifically. we fiad that publication
of theaw regulations in proposed farm
wouid be unnecessary, impractical and

. contrary tn the public interwet for the

following resaons:

1. The Department presently has
pending s number vf requests fram
Statey for retroactive approval of system
developments and acquisitions infdaisd
bafore the Departaent's approval was
tequested. The Depurmment beliaves that
the States submirting these inte requests
acted in good faith based on thair
pereeption of the Dipartament's practice
“:mluad. W&rm should not be
P i ile it is imporram
eflicient operntion of afincted Public
Assisance programa that 8 number of
thess requests be approved promptly.
the Deparmment has no Gurrent authority
'o provide approval for the ADP .
teqmmnx and services scuisitions sy

tathe -

“-‘

i
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z.'n:: Demmzmhes to . .
immediately pot in place a ;mmdum by

* which Sixtes ean act 10 acguity :
aumbndanpwmqeqmmza :
simations without

emETpEncy

risking the lous of FFP fram the
Dapartment because the prior approvai
requirements af § 06011 were not
followed, The Depurtmmnt believen that -
since ft doss not bave ths anthority -
under existing reguiations and doks uot
nek the aqtharity to waive i rior

vlirmmmmmmadm

procedum for
situations. so that in ﬁn: eventan
arises. & Stuts will have o

" basis far guickly acting to correct the

7 uccordance with Executive Onder 12281,
that thia rule does not conatitute 8 majyor

Fmiergency aitustion withaut
Jeopardiring its nligibitity for FFP.

A. Wa haliave de both tha
CmeTRIDCY situation and waiwer
provisions constitula relief and
excrmpton from the pre-existing
reguirements for pror approval tha
imunediate effective datz wenre -
providing is justiSed and reasonable.

The Secratary haa determined 1

ruls because it will nothave an annunl

- impact on the ecanamy of $100 mujlion .

.

or mpre, resuit in & major increase in
coms ot prices for consoe s, ey
industries. ¥ny governmemai ygencios

. or any geogranhic revions. or otherwise

nreet the threrholds of the E.xmm
Order,

Reguhmy Flaxibiliy Amly _
Regulatory Flexibility Act {Pub. L. 96~

354) requires the Pedaral Governmant to.

anticipate snd reduca the impact of
rules ana paperwark requireroents on
smail businesses and other smalii
entities {n gppropriste cases. Thia ruiz
has no significant effect on & substantal
aumber of small eqtitics. Therefore. a
requiatory ﬂexihihty umly:u is not
required. :

. Pap-rwnrit Radm:bau Act

In aceordance with the Paparwork
Reduction Act of 1880 [Pub. L. 56-811).
the Department has previously obtatned
OMB clearance of the papsrwork
reguitements contained in § 95,811,

referencad under § 85.628 of thiz interim” . 'with the Deparament for retresctive

- approval. which the Depurtmont ;
received hafore Devember 1. 1985 and

fipal nile. The OMB humber is m—
0058

The wmergency pmm:mg papemurk

' requiremants contaned in Section 95624

of this interim final rule have been
approvad by OMB. The DMB approval
number {1 0390-0160. .

, '.snuns n-n-um .

. from the Deparument or,

" Matntenance.

184870, wxwwmm
13714, Medical Aspistance Pregram: 13308
Alsiatance lenu—mw .
Assistance: 13810, Assistenes Payaants—

Stude amd Local Training)

kst:nfﬁuhj-chhcml’mns '

Claimna, Cnmpmeﬂedmnlny Grant
Grant Programe—

progrmms-—~iresiti,
~ social 9mgm$octtl Serarnity.

PART us-{nmmsol

wmpmas.&mpnp is amanded
as set forth below:

“The anthority citation {oms CFR Part

sssmhpmmumdmmu
. foligwe:

A\ﬂibdl'r Sec. T.WZ. usm. Y, ﬂ U.&C.
1302

1. Section 05605 is mmded to add

" the definition for * "emergency xtuanon”

as iullmw

i
t

- . . * ‘i

"Emmencymuam adn'imdun

sitastion wirere:

(a) A Biate can dmm-mte to the '
Depargnent an inemediate need 4o
acguirs ADP equipmont or sévices n

order to contirue the operution of one or

more of the Social Sanmy Act
programs covered by Subpart F. and

{h) The State cun dmly datument
that the need covid not kave been .
anticipatad ar planned for and ke State

. was prevented from following the prios
«sppmah-zqmremeuu of l 85871 -~

L - /

- & Sectinn 95623 (s nm-ad mnad us
Iollmu : . 1, .

11y . N &M o m-w :
m :

Far ADP. squipment md semcen
ecquired by a State without ptior .
written apptaval, the prmml way,
waive the friar approwsi n:qniremem if
prior 1 Decemoar 1, 1885 |,

fa) The State submitted g the
Depautment sll information required
under § §5.811. satisisctorily reaponded

to sil coneerns raisad by the Deparanent

and received a final’ Iemer of appmval

(b) The Stats hea a requant pen:hng

the Departnent determines that the
request wonld have receivad prior

- approvai had & timely request for such

approval bemn mde by tht Shte
*8‘“? : .

[

|
]
|
|
!

|-

(Amdbythm of Manzgexmnt ur
Budgwt under control Hn o00-005R)

3.Am§rmulddldtnmd1
rdh\u

958 cmmmmm

For ADP e-quxmm Mlgnr'wu

" acquired by & State after Dacember 1.
. 1985 ta meet emergoacy situstions,

weirieh preciurie the State frot followir
therequirements of § 95832 the -
Deparavent will cormider providing PF?
upan receipt of & written reguest from
the State. in order for tiw Departrent &
convider providing FPP in emergency

' aitoatiory, the funummlm

bemer

{a) The State must aubmit & written
reguest to the Daparonmt, prior to the
acuisition of any ADP squipmant or
srvices. The writien request must be

‘ sentby regisieted mail and include:

{1) A brisf description of tha ADP
aquipment anrt/or serviom (o be.
arquirsd snd an eatimate of thelr cortxs

{2) A brief demcription of the
cirepmmunres witich reyait § the Stuba' -
Mdioptmdwiwlo‘m

. approval [rom the Deparemanr snd,

(3] A dencrigtion of the haxm which ~
will be canaed if the Stete dows raxt
aw:mmﬂnm{y&smnmpm:

‘and services.

@}Umndmdlhem
the Departraens will within 14 days taks -
ooe of the fallowtng sctione

* (1} Inform tha State in writing that the
request has been disapproved wnd ey
reason for diswpprovet:or.
lz}hﬂnrmtthmbhwnugﬁmth:
Depammt recogmzas thgtan -
emargency exists and that within @0

* days fram the date of the Stata's initial

written request. the State mst aubmit &
formal requeet for approvail which

. 'includes the informatien specified at
. §$08.811 in order for the ADP equipmant

ar sarvices acquisition 10 he congidered

for the Department's approval.
{c) If the Department approves the

. 'requeat submittsd under paragraph (b)

of thix Section. FFP will be available
from the dair the State acquirss ﬂu

- ADP -qmnmem ang services.

(Apmv-d by the OHice of Managsment md
‘Budget untter comtrol pomber 0RGO0-0180: 3

. e - & Tew

Dated: Novernber 15,1965

MIW&LH-:H&

Secretary: )
[¥R Doe, sp-1717 de hn-qs;mcm;
MRAN T ‘m

- CoTATAE R oo
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'/ o . | DEPARTMENT TF HEALTH AND 1 IUMAN SERVICYS
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i
¢
|

we -.mn Frazisr ..
SGITRE G LD _ . 3
Slabvewm dtodrtrens 0 TaSuce o Sy
ERRRET P Lol o BT SRS g toly

ween sJnron Glreer

PEE - -_' - 1
SRLYOmLLY, Liadama wLl0 !

Doaer ML, Praziex:

I m writing to you, and the heads of all State Public asaistinge

S agencies, in ordar to clarily the Dwpartment of Reaith and Rufan SeFvivEs’
b (#5=") vegquirement {Or Stites to SMRAIM PFIOF Wiitteh approval befors |

; -procezding to acquire automaticz dath PrOCEARING ¢quiIp@ent end serviced; or
: develop and install automti¢ data Provessing lhformatich systems, for wRich a
State will claim HHS matching funda. 1 wish €2 remind you that WHS' curfent
regulations at &5 CFR 95.60%, % +; WHIEHh govern theé prick approv@l .
requiresmnt, 40 NOT permit watvihg thid FeqliFement, FoF thls reason; 3bates
should not expect HAS to fund retroastively mitéfatie data processing ,
aoquisitions, obr: systom developmsntss and” insthllations that were initihted-
subsequent to promulgation of these goverding rules,

A State must request and redeive priBF WFittén HHS approval for such .
undertakings before HHS will providé satéRING Fuhds: If a State ddes Submit a
request for retMoactive approval and NRdIRE of the design; development ahd
installation of an sutomatic data procesaifg system, or the acquisition of
automatic data processing equip@@nt of SeFViges; the Department will deBy the
request. o ! :

The Department is in the process of finalizifig the proposed revisions 6

45 CFR 95.601, et seq., which appesfed in the Novémber 19, 1984 Federal
Register as a rotice of proposed rulemeking. As part of this rulemaking, we
are considerifg the revision of the DépaFEment's policy regarding the prior
approval requirement. . |

= If yoai of deBErs of your staff have queS§tiond concderning this isstie, pleasé
. contact Joseph ¥, Coéta, Director, Office of Public and State Data
: Systems on €202) 2u5-7488, o :
. ‘ "
V Yours tm‘lly,
7o) whiginal slgned by
John J. Oi'Shaughnessy )
Assistant. Secretary for
Management and Budget
" ce: Jo'Ann Ross, SSA Com T ey
~ John Berry, HCFA R A
Naomi Marr, OCSE = . . | o pE—
* Richard Shute,-OHDS. e EEE - MM U L L
S YU John|BerRY L HCEA. oo CESY it o (12 DRV | ]
° Naomf Marry OCSE | A3 i Cod R 25
@@Y Richgrd Shiite, OHDS A TN s - ey

r )
. co y - - H . BT . | L
M oaaome T NTZ . e g Y S N \‘: ) ~u.s
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Withdrawal/Redaction Marker
Clinton Library

DOCUMENT NO. SUBJECT/TITLE k | _ - DATE RESTRICTION
AND TYPE ' j
|
003. memo Terry Coleman to John J. O'Shaughnessy re: Prior Approval for -~ 05/08/95 P5

Granting Federal Financial Participation for State Automatic Data
Processing System Developments and Application (attachment) (5
pages)

|
|
I

.
.|'
|
I

This marker identifies the original location of the withdrawn 1tem listed above.
For a complete list of items withdrawn from this folder, see the
Withdrawal/Redaction Sheet at the front of the folder.

COLLECTION:
Clinton Presidential Records
Domestic Policy Council
Cynthia Rice (Subject Files)
OA/Box Number: 15428 -
FOLDER TITLE:
Child Support Enforcement—Computer Systems-Prior Approval

rx15
. RESTRICTION CODES |
Presidential Records Act - [44 U.S.C. 2204(a)} : Freedom of Information Act - [5 U.S.C. 552(b)]
P1 National Security Classified Information [(a)(1) of the PRA] . h(1) National secumty classified information [(b)(l) of the FOIA]
P2 Relating to the appointment to Federal office [(a)(2) of the PRA] - h(2) Release would disclose internal personnel rules and practices of
P3 Release would violate a Federal statute [(a)(3) of the PRA] an agency [(b)(Z) of the FOIAL
P4 Release would disclose trade secrets or confidential commercial or + b(3) Release would violate a Federal statute [(b)(3) of the FOIA]
financial infermation [(a)(4) of the PRA] " b(4) Release weuld disclose trade secrets or confidential or financial
P35 Release would disclose confidential advise between the President mformatxon [(b)(4) of the FOIA] . :
and his advisors, or between such advisors [a)(5) of the PRA] b(6) Release would constitute a clearly unwarranted i invasion of
P6 Release would constitute a clearly unwarranted invasion.of personal prwacv [(b)(6) of the FOIA] ’
personal privacy [(a)(6) of the PRA] : b(7) Release wQuld disclose information compiléd for law enforcement
"~ purposes [(b)(7) of the FOIA]
C. Closed in accordance with restrictions contained in donor’s deed - b(8) Release would disclose information concerning the regulation of
* of gift. : ' _ finanéial institutions [(b}(8) of the FOIA)
PRM. Personal record misfile defined in accordance wnth 44 U.S.C. b(9) Release would disclose geological or geophysical information
2201(3). : . : concerning wells [(b)(9) of the FOIA]

RR. Document will be reviewed upon request. : . o
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195.811

wdministralion of programs authocized
sy fhose titles.

R&uirements Analysis -Ineans deter
minkg apd decumenting the Informa
1lon §eeda and the functional and ce
ical yenquirements the propused cq-
wterided system must nmieet. :

Servi% agreement means the "- u
aent sigred by the State or local g
'y &nd e State or Jocal Centraly ata
“roceasifie facility whenever thef giter
rovidea &ta proce ssiug servicegob the
ormer anl /

{a) ldent tes thase ADP sergfes the

‘entral D@a Processing flacifity will
wovide; . 4

{b} Includdg, preferably nyfn amend-
e attachngut, a schedulffof charges
ar each ldenYliied ADP sgfVics, and a

ertificalinon Bpab Lhese @
qually Lo ali Bers;

(ct Includes §a  descfyption of Lhe
TIBUNGd(s) of aRountigy for thy serv-
=e9 rendarcd unfer t ngree?u,m. aud
omputing servicks chirges;-

(d) Includes assrafifes Lhal services
rovided will be Yghely and saiisfac-
Wy,

{e) Includes assuginces that Informa-
lon Iu the compay system as well as
ucess, use and Jislosal of ADP data
2111 be snfeguardgd i accordance with
wovistons of 45 GFIU 25.50 and 309.21;
(D Reguires fhe prjpvider Lo obtain
ttar approvalf pursu§at to 45 CFR

. 5.610u) from fhe Depfelment for ADP

quipnent unpf ADP s@vices thsl are
cgutred frogl commerdgal sources pri-
narlly to sybport the L}les covered by
his subparf and requirdg the provider
o coinply Jith 45 CFR P&t 74, Subpart
' {for procgremnoents relaleg to Lha serv-
0 agregnent. ADP eaiypinend and
srvices e considered to R primarily
cqulredfio support the tif}es covered
¥ this Jubpart when these Yitles may

atgns apply

easongPly be expected to &ther: De
llied @r more than 50 percelt of the
ntal gharges made to all usery of Lhe

DP cgulpment and services duffng the
ime Pertod covered by the Rervice
greefhent, or directly charged & Lhe
valfeost of the purchase or leafe of
-DPRguipmenc or services;

45 CFR Sublitle A (10-1-97 Edition)

{3 subpart Ior the perind of the serv-
p agreament,
tware mmeans a sect ol compu
profams, procedures. and sssociog
docelentalion used to operate 2
hardwige. - d

State Mency means Lhe Stioggoncy
administéYgng or supervislagdihe ad-
ministmtidy of the Statn gffn onder
Titles I, IVRX, XIV, XVIEAABD) or
XX of the Soal SecurliggKet.

System specifeations ngns [nlorm-

Fsystert -such
Ms, inpot data,
tained and proc-
t technigues, and
5 required to de-
ent amcl soft-
anent ey sys

- tion about the @ew Al
Bs workload deSRiptj
Information (o be Rg
essed, dala procesy
output data--whig
termine the Aljgeq
wisre necessary B im
Lan design.

System stuy exunination

means L

-~of-existing Mormatlon- ~and oper-
allonal prgfedures within organlza-
tiun. Theffludy essentiully Qonsists of
three ba phases: Dala ga0ering In-
vestigajbm of the mem_nl. sygem and
new joffrmation reguireinent® analy-

sis offfhe data gathereed in Lhéjinves-

tigagon; and syntheails, or refltifeg of

‘thefparts and relationships uncoWered

4hgPugh Lthe analysls into an el L
Ntam.

A5, ER 4506, Dee 18, 1985, % amemied at 53
FR 4375, Fel. 9. 19%. 58 FI M08, June 15,
19)

SIPRCIFIC COoNBEIIUNS Vo FFP

§95.611

(a)(:ezxemt ou quzs:lum reqmremen{s “th)
A Stato shal! obtaln prior writtocn ap-
pmv.\! from the Departim€ul ns sprcl-
[ed in. parsgraph th) of this section,.
‘when the Stale plans (o~acquire -ADP
equipment” or gepvives “with -projosed
FFP al the regular matching rate that
it anticipates will have total acnulsl-
tion cosls of $5.000.000 o1 mure in Fel-
eral and State funds.

€2) A State shall"obtain prior writben
agproval from the I}eparhuent as specl-
fied in paragraph {b) of this secticn,
whea Lhe State plang Lo acquire ADP

Prior apprmml conditions,

igMincludes the heginnlng and endAng

atd® of the period of time govervd W

he Bervice agreement; and

{h? Includ:s a achedule of expocted
_«L:nl chacges to Lhe Ltle cavered by

-

eguipment or soervices with proposed
FFP at Lhe enhanced matching rate au-
thorized by 45 CFR 20515. 45 CFH part
307 or 42 CFR part 413 subpart C, re-
gardless of the acquisitinn vost

Department of Health and Human Services

{3) A State-stiditzebtaln-prior writion
approval from the Department of s
tustification for a soie source acgulsi-
tton, when I plans- Lo mequire non-
competitively from a nengovernmental
source AVIP cipuipment ©or services,
with pioposd FFI* at the regular
matching rate, that has a total State
and Federa)l sculsition cost of more
than $1.000.000 tul
$5.000.000. Nouncompetitive acqulsitions
of more thas $5.000.000 are subject Lo
Lhe provistons of parageaph (b) of this
section.

(8) Excepl as provided for in para-
graph (a}5) uf this seclion, the Slate
shall submlik reguesls for Department
approval, slgued hy the appropriate
State offictal to the Dircctor, Admin-
Jslratlon for Chikhien.and Famiiles, Of-
{lce of State Bysiems. The State shall

. -send-Lo-ALF one copy-of-the request-for -

gach HIS componant, ram which the
State Is requesting fumling, and onpe for
the State Systens Policy Staff, the co-
ordinating slaff for these requesta. The
State musL also send ona copy of the
request directly Lo ench Reglonal pro-
gram component nul one copy 1o the
“Reglonal Directnr.
. (61 States shall subinit requesta for
approval which involve solely Title
"KIX fundlng (b.e.. State Medicald Sys-
Lems), to HCFA for actlon.

(5} The Departinent will not approve
ahy Planiing or implementation APD

that does not inzlude al Information

required as defines) In §95.605_

(hy Syiecific_privr apjirorul veqmremen!s
The State a;:vncs shall phtain wiittep”
approval of Lhe Depariment
ths Tnitiation of project act sctivily.
“Uy¥erTegniar ¥ P requesis

(i» For the Pluinning APD subjoct La
the dolinr thresholds spoeeificd in para-
graph (a) ol this sectlou.

() For the Laplementation AFD
subject to the dollar thresholds speci-
fled In paragraph (a) n( this sectlon.

(Ei}) For the Renuest {or Proposal and
Contract, unless spectfically exempted
by the Department, prior to release of
the RFP or prior Lo ths exacution of
the contract when the contracl la an.
ticipated Lo or wiil excend $5.600,000 for
competitive procuremnent aml $1,000.060
far noncompectitive scquisitions from
nongovernmenial sources. States will
be requlred tu subinit RFPs and con-

no mere than

§95.611

tracta under these threshold amounts
on an exception basis or i the procure-
ment stralegy Is pol milequately de-
scribed and justified Inan AVD,

(v} For contract amendinents, unless
spectfically exempted by the Depart-

" ment, prior to execullon of the con-

tract AMERAMEAL Juvolviig contract
Tost Ineieinses exceeding $1,000,000 or
contract time extensions of more than
120 days. 8tates wiil be required to gub-
mit contract amendments upder thees
thresholdl amounls on an exceptlon
bLasis or If the contract amendment Is
not adequately described and justifisd
fnan APD.

{2) For enhanced FFP roquesls.

ti) For the Planning APD.

(1) Por the lmplementation APD.

(It} For the Request far Proposal and
contract, unless specilically exsmpted
by “tHe Depattment, prior to release of
the R¥P or prior lo execution of ths
contriet whiun the coniract s antlci-
pated o or will excesd $100.000.

(iv) For contract amendments, unless
specifically cxempled by the Depart-
ment, prior to cxecutlon of_the cop:
tract amendment, lavolving contrast
TOSC-inCTBALEE “exceeding $100,000 or

contract time exlenslons of more than
60 days.

(3), -Faliure t,o suhmu any o!—-me'

.alove to the satisfaction of-the-Dapart:
«ment.may resull in -disapproval or sue--
pcnslon ol profect fun ding. -

=HEY S‘pecn[i?&iiilﬁ'ﬁ:! Tequiigmenis, ‘I‘ha-»-.._
. Biate agency shall outaln writiei-ap-

proval irom the Department:

{1y For regular FFP requests.

1) For un annual APDU for projects
with a totn) acqulsition cost of mors
thsn $5,000,000, when spectlically re-
quiced by the Department.

(§1) For an "As Necded APDU when
changes cause any of the jollowing:

{tA) A projected cost Increase of
$1,000,000 or mors. ’

- (B) A schedule extension of more
than 60 days for major milestones;

{C) A signtficant changs ln procure-
ment approach, andfor scope of pro-
curement activities beyond that ap-
proved In the APL;

() A change In sysiem concept, ora
chiange Lo the scope of the projecy

(E) A change Lo the approved cost al-
focation methotdology.

D19 IOVSONAV: A INIS

t 66-91-¢

'f AYSE: 6

s /40v

J,

l'Ti

~009

12/L1#:TEPLOSYE


http:cX4!9l1.Mm
http:St.Al.cs
http:ctJrect.ly
http:J[npon.mt
http:expect.ed
http:authorlz.ed

§95.612

Tha State shall submit tho ""As Needed
APDUT Lo the Department, no laler
than 60 days alter the occurrence of tha
project changes to be reportad in the
"“As Needed APDU".

{2) For enhanced FFP requests.

{l) Fer an Annual APDI1].

b For an “As needed” APDU when
chauges cuuse any of the {ollowing:

{A)} A provjected cost incresse of
$100.000 or 10 percent ol the projeci
cost, whichever s less;

¥ A schedule extenslon ol twore

than 6 days for major mllestones. For -

Ald o Families with Dependent Chil-
dren (AFDC) Family Asslstance Man-
ggement Izformalion System (FAMIS)-
type projects, In nccordance with sec-
tlon 40%ed2KC)Y of the Socinl SceurlLy
Auct, any schedole change which affects
the State's Implementalion date as
speciflied 1o the spproved APD requites

of the amounl expended. The Seccretary
may cxtend the {mplementation date,

If the Impiementation date is not met B

becauae of circumstances beyond the
State's cuntrol. EBrxamples of  clr-
comstances heyoril Lhe State's control
are;

“{1) Equipment faflure due tn pliysical
diwnage oraslestruclion: or. v

(2) Change imposed by Federnl }uﬁl
clal devisions, or by Federal legislation
or regulations; -

(C) A signlflennt change in procure-
ment aprroach, andior a2 scope of pro
curepieal aclivities beyomd that ap«
proved {n the AI'L);

(D) A chiange in system cuncepl or
scope of the project;

{(E) A change tu the approved cost
methodology:

(F) A change of more than 0% of es- .'

timated cosi benglits.

The Siate shkall submit the “'As Needed
APDU" to the Depariment. no {ater than 80
days -after the occurrence of the project
changes tn be reporiail in the —As Nreednd
APDU.

{8) Falluro to submit any of the
above to the satisfaction of the Depart-
ment may result in disapproval or sus-
‘penslon of project Juming,

{d) Pyompt aclion o0 tequests for prior
approeal. 'The ACF will promptly send
to the approving components the items
apectfied In parsgraph (b) of this sec-
ilon. If the Department has not pro-

.

——___that-the Department-recover 40-percent—[j1Ing-document-to-the-de

45 CER Subtitle A (10-1-97 Edlition)

vided written appraval, disapproval, or
a request fac informatlion within 60
days of the date of the Departmental
letler acknowledging receipt eof a
Gtate's requestl, the rejuest wlll aulo-
mitically be deemed to have provieion-
ally ‘met the prior agproval condltlons
ol paragraph (b) of this sectlon.

[51 FR 45126, Dec 18, 1986. as minzmded at 55

FR 4377. Feb 1 i8s0;
- 1981 58 FR.ANTR

July 31, 1995]

56 BIL 12756, Mar. 28,
June 150 . B FIL 35897,

||' ancial PArticlpation (FFP).

/i tidwDepartment fimts that any
DI aoqud ior‘l:‘appmved o modllied
Indor the priwgions ol $35.611 {alis to
Gomply  wilh >, criteria.  require-
. erts, and otherwgudertakings de-
j@cribed in the approvoR advance plan-

of the af-’
g may
o 11
Ision of appraval of an APD for e
fhanced funding. soe 15 CF‘R 205.37(e),
§307 40(a) and 307.35(d)
A

{55 !-'l{ LR, Bel 7180 -

. .
E 05613 Procurement s(nndnrd;q

® (8) Procurements of ADP enulpgent
B scrvices are subject Lo Lhe procire-
eul siendards preseribed by subpart
B ol 45 CFit part T regardless of any
qonditinns for prie approvad. ‘Thase
ftandanis incluge a requirement lor
haximum practical open and (ree com-
k:Litlon regardless of whelher the pro
hirement is formally advertised or nef/
itfated.

Joroper andd efficient gperatio

Bjactad program, myraent of
$ be disaltowed. In the case of & sud

{b) Those standards, as well as mé re-
Irement for prior approval. gpbly to
IP services and eguipmentracquired

a Btlate or lo'sl ageup¥, ami the

1P services and equipment acquired
i a State ar local Ceptral Data Proc-
ping facility primarfly Lo support the
Wclal Security :}pt programs covered
Y this subpar. Service agreementa
(e exemptl M Lhese procurement
andards. »

5015 toess la a)alenm and records.

In ordnnoe with 45 CFR part 74,
¢ Btate agency must allow the De-
partment acceas to the system In all of

ent-of-Lthe-~ -

Department of ool 0d Humatr Senices- e

It,s aspects, including design develop-
ments, apeiration, and cost recards. of
contractors and subcontractors at such
fntervals as are deemed necessary by
the Tepartment to determine whether
the conditions for approval are being
- met and to determine the efliclency,

econamy amd effectiveness of the sys-
tem. o
{43 F1 4IRS, Seqt 28, 1978, as ameidded At 15

FR 101 4, Feli. 19, 1880) -

$95.617 Software - ond  ownership

righta. .
{n) Generel: 'Ihe Stale or locnl gav-
ermment must Includa a clsuse insBll
‘procarcment Instruoments that ;;2?2]:103
that the Stale or Joval governl wtll
have all vwerership rights | rgofmare
cor modificatlons thereof and hssoclaled
‘ documentation deslgnal, dievelnped or
... .installed wiih--Federal
teipation nnder this gpa.rt
(b} Federal licens "I‘ho Departinent
reserves a royalty~lree, nonoxciurlve,
and Irrevocable Afcense to reproduce,
publish. or oliterwise use and to au-
thorlze othepd to use Ior Fednral Gov-
ernmenl pufypases, such software, moill-
ficalionsAnd documentallion.

) Prﬁmut:m software. Proprietary
i) ra.cing!venjur soflware packages
(e STNADAHAS or TOTAL) which are
lgrovldfii .at established catalog or mar-

" gencral putilxc_shall not be subject te
the owners!uphm ‘islons In paragraphs
(a3 and (W) of thidgection. FFP i3 not
avnilabte (i propr Ty appllcat.lona
poltware developed spe
public assistance proge
uhder this subpart. '

$95813 Use of ADP systems.

ADP sysiems deslgned, developed,
installed with FFP shall be used for a
period of tune specified In the advance
planning docurment, unless the Depart-
ment datermines that a shorter perlod
Is justified. i

395.621 ADP reviews.

The Deparlment wiil conduct peri-
odic onsite snrveys and reviews of
State and local agency ADI' melhods
and practices to determine the ade-
guacy of soch methods and practlces
and to assure Lhat ADP equipment and
pervices are ublllized for the purposes

nencial--par-— -

et priced.and sold or lessed to the

viewa, which may inclus
limited vo: o

evpluation of the physical slte and b=
ency's readiness 1o productively u
he proposed ADP services, squipme
or system when (nstalted end ope
alionaf.

(b} DPost-instailation. A review co
ducteil alter Installntion of ADY equl--
menk or systems to assnre that the ocs
Yecllves for which FPP was approvi ),
are belng accomplished, cn
;) Ulitization. A continuing review. Iy
ADP Jacllitles to determine whather (<©

not the ADP equipment or pervices a--
being efficiently utitized §n support 'w
approved programs or projecta.

{4} Acquisitions nol subject to prigr q;
proval. Reviaws will be comducted on ai=
sudlt basis to nssure thal system ap
equipment acquisitions costing tass tt
'$200,000 were made in sccordance wit
45 CFR part 74 and the conditions 1
this sulipart and Lo determine the eff
clency, economy and effecliveness <3>
the equipment or system.

{¢) State Agency Maintenance of Sen\
ice Agreemenis. {1) The State sgemc(s’
wlll maitaln & copy of each urvlc-
agteement in s {lles for Federal rim
view:

{2} A Siate ngency that did not o!g
taln prior approval of a service agree [
ment, as required by 195680 (bKZ) an }
was In elfect from December 28, 1w
{uniess a State chose Lo exerciss th
option to make 1t sffective a8 early s
Lember 28, 1978) throvgh January 18
is eligivle for FFP claimed fo

(1{) It mneets t» dellolition of & servy o
jce agreement as It was defined fn wec &0
tion B5.605 from Decembor 20, is7i~~
throngh January 19, 1987; i

(li}) Ths clalm conforms to the umo@
iy claim provistons of 45 CFR pard 85 N;
sutipart A; and .


http:read~nr.ls
http:tB5.6.Zl
http:pral/ldee.at
http:purpu::.rs
http:a!lSOclal.ed
http:Interva.ls
http:tlmat.ed
http:EJfamp.ll
http:J,roject.ed
http:pa~gn.pb

t

SENT BY:AEROSPACE BLDG. } 3-16-99 ; 9:37AM ;. ACF/SUITE 600~ 94567431:#19/21

i
|
i
|
'

PREAMBLE LANGUAGEEXP LAINING-E“MAY LOSE FFpP™




AR T b

94567431 £20/21

prior approval of all RFPs. cantracts, -
and contract amendments for enhanced
funding. The NPRM would limit this
requirement (o RFPs for enhanced FFP .
when HHS specifically requires ptim
approval of the RFP when rendering
decision on the "Plenning APD"
“Implementation APD". Thie lesaer
requirement is contained in the NPRM at
§ 95.611(b)(3}.

The NPRM would require prior
appruval of contracts if HHS s
required prior approval of the contrct,
when rendering a decision on the

“Planning APD" or “Implementation

APD". This lesser requirement s
contained in the NPRM at § 95.811(b)K4}.

The NPRM would require the State
agency to submit to the Department for
approval contract amendments that
require HHS approval ss s result of the
Departmeni’s specificelly stated

. requirement in the APDM approval
letter. This lruser requirement is
contained in the NPRM ot § 85.011(c}

The NFRM would require the State -
agency to submit, for the Department's.

* review all ather contraets and contract
amendments awardad by the State
while executing activities detailed in the
“Planning APD™, “Implementation :
APD”, APDMs or AFDUs. This
requirement is coptamed i the NPRM mt
i ﬁ«'a-on(d}-

'4: inn 95.513(bN1) would be ‘
ignated § 95.613{b}{2} and modified
ta change the document name o
“Implementation APD™ and delete “or
~ sny changr of the Advamcs

' Planning
. Dornment”. Thia section would also be

‘ ';ldtiédtnreqwedu&uﬂ

modified to sllow bor appruwal of
funding of ADP scquisitions in ph-es
_ Under this approneh the project, -
including a detailed estimate of the total
pro;ezt cosi would be approved initimily
in concept. However, specific funding -
would be approved incrememally and
contingent upen the Siate’s achievenvent
of specified projeci milestohies .
A\A pew § 858211b} 1) would be <« - -
choose o request any FFP Lor
to aobtain writken prior approval of lhe
Department for & “Planning AFD™ prior
to entering imo con
or making any other committaant for
scquiring ADP planning vervices prioy to
the acquisition of ATIP expupmant of -
BETVices,

The purpose of 1hls new nquﬁm:m.
iz ta encourage and allow Sielesta - -
tnitiate planning activitles prior to e ™
procurement of large-scale ADP
equipment or services. It s anficipated >
that through improved p anthe
part of Slale agoncies, mome

-

!,
s

better planniog more imely processing .
of State reqoests will acour, s thesw
requests will be based os mare complete
parting information and thers will he
er syaiem development failures and
t and mu aumml. It should bhe-
ropossd new planning.
mcn of a Phnnba

[}
OD

exs [the v

pl
. rate. However, development of &
Systemns Devign (GSDI by
considered developmemial sctivity smd
be fanded by HL'.FA o thu
nced fanding re
Siate would not m FFe fur
coste unlens s “Plennviang APD”™
is swbwnitted and a However,
State agencies c subwiten |
“Implementation AP direetly without
ior subnvission or s of the
-im“ ﬂ’:g" if they do not vnlh to
ceive pmtc umlnﬂ
6. Section E5.611(b){3} wonid
o reguire Statew (o submit unly
Requests for Proposals (RFP:] for
hich States will claim enhanced
ding, if HHS so requents. ermﬂy

o

" | 7.Section 95.811(b)4) wonkl h-
ted since the sew procens does not
ire prior approval of any of the
ocuments that are mentionsd ln
H asm:[b}m.
(8.A new § 96-813(b){4) would h.
g‘n io require prior approval of & -
ntract (for regular and anhanced
ding), or & contract amendenant for .
nhanced funding. when HHS .
y requires it.when it renders a
iecizsion on the “P) APD” or ,
Wum APD”. Currently’ tho.l
[ nt may require pHior approv.
{ eunm:hwhn -the Sh';l ir mpqx:ult{ng
a8 the nguhr maiching mc md.
sxamepde. # the
mplex or the grantee has -\hmnry ef
e:formanu .

hoitam), -
mwmw mmmmr“m

S e — —
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s:we propose to dohte! mmrb)(z) Peqnipmuu md/or mncu-ﬂll specified in the APDM lppmnl httu']
THe current reguistion requires ult. I is also anticipated that durte - for HHS spproval

If the documents submittad for HHS
approval do nol mee! Federal

. requirements, oo FFP wonld be allowed

for the sctivitien which are the pubject
of the documenta, The Deparmment
would allow, the State, through the
addition of this new wcuon.bmcnd
with the procese of scquiring ADP
equipment or services without aqmﬂ'ns
HHS written prior approval of the
documents listed in this section.
Howevey. the Department would retain
the right to disallow PFP alreudy

nd if it disapproves the

. docunents mentionsd in thiz section or

if the required documents do not
conform to the approved APD or APDM.

I the State is not willing 1o wecopt this
risk. the State could subzmit these
documvents for griar approval. In such
casas, whiln specific prior claizmed costs
might be subject to disallowsnce (jnt =
any State claim is open to
review and mnalysis} » State wonhi be
ssaured thet the mafor element of Hs
APDM or fessibility study, for example.
bad received federni suthorrution.

41, Bection 95.011(d) woaid be )

T sted § 05.513(c]L

(12,A new § BS.013(d) would be added
l&iﬁn State and local agencies 1o
submit for HHS approvs! the following

~~Angually Updated APDx
—Contracts and Contrac amendmenis
{not reguiring sppravel or pror
spproval under §§ 85611(b} and {cf}:
~—RFPs for enhanced funding [(mot .
requiring prior appeoval ander
§ 95.611(b)) not later than whes .
releassd 1o the public; and :
w=RFPs [ar reguiar funding pet later than
when relgesed to the public.
" Cantrecis, coutract amendments snd
RFPx for regular funding which are less |
mm&'ﬂmﬂmnblwﬂmd
theappwvedmneedmhc e
submittad.
- Smmwﬂdhanqnhdhiuuu
addendum or mvinios o the RFP, -
- cpmiract or centract amendmment ghonkd
mﬁdnunmdmwmmm
the RFP. contrect of contomed -
-mdmemreqummodiﬁuﬂmor
tiarificatiem,. The documents covered by
this new sectios would be submitted to
i and waid be denmeg .
approved if HES took ne sciion to -

: tﬁnpmw nlhaumlofmdpt
, a by
. Sh&!h‘tl-!ﬁ.":mddt&iﬂ“hl

1o evaluste the docuenis, .
thdoamnhuhnmodbm
nﬂud&amﬁuqmﬁcm
Fodaraliequirements

cm— ——
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Lf"«thcncpnﬁmmtﬁndl that any

- approved of modified mnder the - ,t‘-»
- % “provisions of §9sa1t Salls po 1=

-"wbcundl!!ymnplywnhﬁma‘ﬂtﬁ!. St
= re t;uizvmrmmta.‘;ned1!!1;'.-5-4'|m¢1'é||r::d:.1ru;aJl‘u
mbadin approved inoe -
of PP - i “mend

- planning docyrpent,
" maybe disaliowed. The Depmmt
spproves FFP on the basis that the
* squipment or services s sitions
proposed under APDs will add to the

r and efficient amnm of Social
- Recps * formal|procedures or nqmr:menu ta !

 Security Act programs to which this -
subpurt applies. By the same token. if -
4he Deparmment finds that a State fails to
subsiantislly comrply with the termaof -
an approved APD, to the datriment of
the proper and efficient operation of
these affected programs, the Department
may disallow FFP. The reasons for

which the Departmest! may disaliow FPP

dncinde, but will not be Iimited to, failure

of the proposed nynem to meet program

offectivenean and efficiency objectives
contained in the approved APD. and

schedule slippages which result incost -

over runs which eliminate expected
future cost savings or otherwise
adversely aflect cost-benefit projections.
In the case of 8 suspension of spproval

" of an APD for enhanced funding, see 45
CPR 208.37(c]. 307.40(a} and 305.37(d).

.14.'A new § 9S.821(1) is proposed to

establish minimum standard
requirements for the security of non-

Federnl ADP sysiems used by State and

local governments fo sdminister
programs covered under 45 CFR Part 95,
Subpart F. MHS belicves that increased
rellance on avtomated systems to
administer such programs and greater

" sophistication and complexity of the
systems have resulted in the oeed to
establish standard regulatory
requirements 1o ensure the security of

ADP facilities, upentlans and privacy af »
tandard

wﬂmanm The need for &

atory requirements was
demonntrsted by a recent audit of the
security of non-Federal ADP gyatoms
conducted by the U.S. Department of

Agriculture’s Oﬂlmdhmctw(hnaﬂ :

(USDA/IG),
The USDA/IG reviewsd the security

of 13 non-Federa) ADP systema used by

State and local govermunents 10 support
the administration of Pedem! assistance
programs. Although that review focusad

mFmdBumpsy-mthmn-ha .

R

-Revww

H foted Dr.:ahu 1335.

Wamwdnm' ;-?‘“; ‘qulmemuﬁmmknumi s

ensure that such ADP systems met _,i
un ADP security standards.
am of HHS' existing wcrmuon‘
safegnyrding reyulstioss for State data |
files is presented tn separate HHS i
prograp specific regulations {e.g. 45
5.50. 45 CFR 30021 and 22 CFR -

require State agencies o
provide for data fle safeguards. the |
guirememts contain po specific ADP
system pecurity stsndards, HHS - -
regulations do not impose apecific :
system ty requirements, Individual
HHS agencies [FSA, OCSE and HCFA)
have issved documents regarding ;
sgency Uysiem secutity requirements.

Al these documents establish
csru_in Program system security | i
requirements, HHS recognizes the need |
to establish & broad basis for HHS
sysiem decurify requirements and Stale

ty programa.

the addition of .« aew § 85.621(() to 45
CFR 5, Subpart P entitled. “ADP
Gystems Security Requmemanu and

and inf tion usad in the
sdmininteation of HHS § .

_ covered under 45 CPR Part 825, Subpart
F. The proposed security section would
ctubluh the following three basic
mintm reqnhmema for the security
of such ADP systems:

- Sul& shall develop sppropriate
} and requirements to prupedy
ufegu | ADP resources and
lnlomm processing.
This requirement is intended to
establish bau!nm i sach State for

atod AR ma ':"'sme-unﬁm:mamum:hn
- MEG AGiTRepont :

‘éffectiveness of » State’s security

- program.

of such a bassline 1o be critical to
.affectively safeguatding ADP resources
-and {nformation processing and to

sacutity program.

* States shall gstablish an mgoing
ADP security program to implament
plans, policies and/or procedures (o
meri the Stste’s ADP ucumy standards

. mnd reguirements and to maintain an

which conld persait haproper > ; ngoing program for cunducting periodic |

to svaluate potential

' thyeats to the system and incorporate
nirational controls of data -+ - ting
o~ ‘.mdmn. including establishing

npprupriau safeguards.

organizational respansibility and .
Hmc&smu.whudusummﬂ B
undertaka 10 meet the standards and
requirements to properly ufegund ADp
tesotrees and infarmation procassing.
HHS believes that such procedures are
critical to meating the ADP security
standards and mmmenu eatgblished

- <bylﬂhta.

» Btates shall eatablish an cngoing

:, mmofphynical secarity reviews of
i ADPmldhﬁommdpmﬁdﬂha

results of these reviews 1o HHS upon
completion.

HHSE believes that an eﬂ‘:cﬁve
socurity requires lollow-up to
ensure established security procedures
and processes meel established security
standards and requirementa. HHS
intends this s ¢ requirement for
Statea 1o establish an nn-going program
of phyuical security reviews of ADP
butallations to meet thin purpose, .

. Requiring States to provide the results of

their reviews to HHS is intended to

| vide HHS with ioformation it needs
kish this. HHS [s proposing | 1o .8 are orovetly -

10 anpure that Staies are properly
safeguarding ADP resources and
. information processing. :
* in swmmary, HHS proposes to require
| Btates to put in place ADP security
. programs which include establishing:
Standards and requirernents for such a
program: procedures and processes for
moeting established standurds and
requirements: gnd security reviews for
ensuring established standards snd
requirements are met.,
HHS believes il is more appropriate to
Iﬂtnl' States to determine the apecific
| minimum standards and requirements to
i govern the security of their own ADP
| systems based on the unique
. clreumstances of each Siate. rather than
' mandate general standards for all States
! and locs! agencies, Therefore, the rule
{ specifies that States shall use standards

" | govemning the sscurity of Federal ADP
‘ ly-tem»—lfedenl {niotmation

|

1
i
}

HHS considers the mlblilhms.

2vajuating the affectivenses of a smc 5.
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HEADLINE: Huckabee bides;

time on pursuing;

legislative goals;

Of 61 items he strongly supports, ;
only 1 bill made law; 1 on itsg way
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BODY :

Two-thirds of Gov. Mike Huckabee'
this session, but only one of the bi
Another is expected to reach his des
Rex Nelson, Huckabee's spokesman, sa
the session.

Some of it, he said, is by design.
"You need to pick your fights and yo
said.

Huckabee's program addresses issues
partially funded by a diesel fuel ta
reducing capital gains taxes.

He proposes tax credits for taxpayer
abolish an education reporting requi
obsolete, and he wants to make it ea
The governor's package includes fami
foster care to be adopted more quick]
more easily, and to put video poker
Huckabee has identified 61 items as

|
|
1 printed in FULL format.
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5 legislative package has been introduced
l1l1s has been signed into law.

k soon. ' " :

id that's not unusual on

i

L don't need every battle at once," Nelson
|

ranging from a road improvement plan

¥ increase, to tax cut measures such as

ly five weeks into

s who hire welfare recipients. He aims to
rement his administration deems to be

sier for schools to get|rid of bad teachers.
ly oriented bills to allow children in

1y, to help juveniles in trouble get help
games out of business.

have been introduced as bills and on
amendment through Thursday.
The item in Huckabee's package that

Forty-three of them
for a constitutional

legislation he supports!
as a joint resolution

| .
e has signed into law is Senate Bill_ 20 by

Sen. Mike Beebe, D-Searcy, and others. It would regulate se;f-dealingugmong

constitutional officers, legislator

and their spouses. :

In October 1997, Beebe and of

reports that a lawmaker and two othe

we—forth-a—ara

[
' bill after news
rs closely associated with lawmakers

received state grants without bids.

In November 1997, the FBI began an

investigation into.child support enf

orcement contracts held by 1 irms

associated with state lawmakers.
In February 1998, Huckabee issued an
agencies from hiring lawmakers and 1
with lawmakers, constitutional offig
The item on the way to Huckabee is S
others. It says the state Department
teachers participating in the Nation
program and will pay teachers a bonu
Sen. Doyle Webb, R-Benton, Huckabee!
pace of progress with Huckabee's age

executive order prohibiting most. state
imited the business state agencies can do
ers, state employees and their relatives.

B 261 by Sen. Stanley Russ, D-Conway, and
of Education-wwill pay the full tuition for
al Board of Professional Teaching Standards
s for certification. :

s floor. leader in the Senate, said the slow
nda 1is partly "out of'cbnsideration of the
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House and its 57 new members. Much of the governor's package has started in the
House and he's not trying to push any members. He wants everyone to feel
comfortable with his package." .

He also said the session has gone slowlykbecause legislators are -concentrating
on developing property tax relief: That "has taken center stage in the early
part of the session. Members were wanting to get comfortable with that direction
before they moved on to other issues," Webb said. S

Huckabee favors some bills, opposes others. His staff includes temporary R
employees, called liaisons, who are busy every day working either for or against
bills on the governor's behalf, Nelson said. "Overall we're extremely pleased,”
he said., ’ '

The governor's office has about 50 people lobbying for bills on his behalf,
including agency heads and seven workers hired just for the session, Nelson
said. The legislative‘workers meet every day at 7 a.m. to go.through the bills
that might come up at committee meetings that day and to report on the status of
their lobbying efforts.

In this session, as in 1997, Huckabee uses a grading system to indicate his
position on every bill filed, Nelson said. An "A" is given bills that have the
governor's fullest support. Nelson said the 61 bills in Huckabee's package are
all A" bills. "They can either be somethlng we dreamed. up or it can be
something we found and ask our lobbylsts to work for," Nelson said.

A "B" is for bills Huckabee supports but doesn' t.send his staff all out for. A
"C" means Huckabee has no position on the bill. A "D" says that Huckabee has
“real concerns" about the legislation, enough to confer with the sponsor. And an
vgv would earn the bill a “full’ court press to defeat it," he said. :
Nelson said Huckabee is confident that much of his agenda eventually will be
approved, including his educatiocn bills, highway program and tax reform
measures. : ‘ s : N ' S

On another matter, Nelson said talks are going well between Huckabee and
legislators on the capital -improvement fund. Before 1997, the governor released
" capital improvement money from a plan worked out between him.and the
Legislature. In 1997, many lawmakers became frustrated at what they perceived
was a lack-of involveient by Huckabee in the proceedlngs, and they took control
of most of those .funds.

"We don't have a rigid position about saying we have to do it like we did prior
to the 1997 session. We're willing to work with the leadershlp in distributing
the § 100 million," Nelson said.

A .sampler of bills embraced- by Huckabee: .

House Bill 1022 by Rep. Jim Milum, R- Harrlson, ‘to 1mp1ement the constitutional $
20,000 homestead exemption for homeowners 65 and older. The b111 was defeated in
the House Revenue and Taxation Committee.

HB 1299 by Rep. Ted Thomas, R-Little Rock to establish the Arkansas Property
Taxpayer Bill of Rights, to clarify taxpayers'-rights and help them understand
more about the tax system. It was approved by the'House Revenue and Taxation -
Committee. :

HB 1329 by Rep. Jim Hendren, R-Sulphur Sprlngs, known as the Fetal Protection
Act. It passed with 51 favorable votes in the 100- posmtlon House and goes to the
' Senate. .

HB 1360 by Rep. Jim Magnus, R- thtle Rock to requlre a 24-hour walting period
before an abortion is performed so the doctor can provide the patient
information about the procedure. It has not been con51dered in the House Public
Health, Welfare and Labor Commlttee

Senate Bill 1212 by Rep. Harmon . Seawel, D- Pocahontas, to repeal mandatory summer
school for students in klndergarten through third grade who are failing. It is
pending in. the Senate Education Committeé.
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SB 279 by Sen. Mike Beebe, D-Searcy,|and others, to authori%e a pilot program of
performance-based budgeting, a systep under which state funds would be allocated

to agencies on the basis of how well each agency meets its goals.
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Arkansas came one step closer Monday to having a code of ethics for state
lawmakers doing business with the state.
The House of Representatives by a 97-0 vote passed Senate Blll 20, by Sen. Mike
Beebe, D-Searcy, which will restrict the kind of business 1awmakers can do with’
the state.
The bill sailed through a House committee and the full chamber with no
discussion. House Speaker Bob Johnson, D-Bigelow, said that was a testament to
the reforms that the 57 new House members want to see in state government.
"They were moving toward ethics reform, they were moving toward campaign finance
reform, they were moving toward bringing about a code of ethics for the House,"
Johnson said. "It's a compliment to the people entering the Capitol that it's an
important bill. Many of them campaigned on it."
In October 1997, Beebe and other lawmakers put together a draft ethics bill "’
after news reports that a legislator and two others closely associated with
legislators received state grants without bids. In November 1997, the FBI began
an investigation into child support enforcement contracts held by law firms
associated with state lawmakers. .
Gov. Mike Huckabee issued an executive order in February 1998 prohibiting most
state agencies from hiring lawmakers and limited the businessi state agencies can
do with legislators, constitutional officers, state employees and their
relatives.
Johnson worked closely with Beebe on the bill. He said it's. 1mportant to
remember that the bill doesn't ban lawmakers from doing business with the state,
but it puts controls on such business and requires that such business be
properly reported.
The bill now goes back to the Senate for that body's agreement on House
amendments, which simply were members wanting to add their names as co-sponsors.
The House also passed HB 1207 by Rep. Randy Laverty, D-Jasper, limiting who can
call themselves doctors. The bill prohibits anyone involved in “the healing
arts® from calling himself a doctor unless the title is authorized for their
profession under Title 17 of state law.
The Senate voted 24-9 to approve a bill that would eliminate the posslbmlmty of -
instant divorce one year after willful desertion or 18 months continucus
separation. :
SB 111 by Sen. Doyle Webb, R-Benton, would requlre a 30-day "cooling off" period
from the time such divorce cases are filed to the time a divorce could be
granted.
Sen. Mike Everett, D-Marked Tree, spocke against the bill, saying after 18 months
separation, "not only has it cooled off, it may be heated up .in another area of
the state.™ ‘
" Senators voting against the bill were: Mike Bearden, :D-Blytheville; Jay
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Bfadford, D-Pine Bluff; Everett;
D-Van Buren; Cliff Hoofman,
Kennedy, D-Russellville;

HB 1359 by Rep. Jim Magnus, R-Little

companies that invest in new energy technologies. :
$not more than a company's total tax bill

to 50 percent of the investment, but
after all other credits and deductio
tax penalties for companies that don
Magnus said his bill was promoted by
Commission as a way to lure investme

low-emission or zero-emigsion vehicles.
HB 1366 by Rep. Sandra Rodgers, D-Hope,
Public Safety. Her bill would put the state's various law en
the Arkansas Highway Polil

such as the Arkansas State Police,
Beverage Control Division and the st
roof.

Rodgers said her primary concern was

employees between the various agencies.

structure, state police trocopers who
police would have to either retire f
then make another application.

'HB 1355 By Rep. Calvin Johnson, D-Pi
cancer and increase the availability
Senate bills filed Monday include:
SB 279 by all 35 senatorxs to authori
budgeting to require state agencies
their budget.

SB 282 by Sen. Jack Critcher, D-Grub
exclusion from § 2,500 to § 5,000 of
Slug Line: yxgrtu 7a
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D-North Little Rock; George Hopkins, D- Malvern Tom
and Jodie Mahony, D-El Dorado.
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Gwatney, D-Jacksonville; Morril Harriman,

%

Rock, which would provﬂde tax credits to
The tax credits would be equal

s are figured in. The bill also provides
t comply with the conditions of the bill.
the Arkansas Economic Development

t in things like solar power vehicles or

to create an Arkansas Department of
forcement agencies,
ce, the Alcocholic
ate Capitol police, under one administrative
of movement of

the current

with the highway
quit their job and

to provide flexibility
She said that under
may want to take a job
rom the state police or

ne Bluff, to raise awareness of prostate
of diagnosis and treatment of the dlsease

ze a pilot program of performance-based
to meet certain goals i? order to justify
bs, to increase the sal%s and use tax

£ the price of new or used vehicles.




, PAGE 7
7TH STORY of Level 1. printed in’FULLAformat.

Copyrlght 1999 Little Rock’ Newspapers, Inc.
The Arkansas Democrat Gazette

January 20, 1999, Wednesday
SECTION: NEWS; - Pg. A8
LENGTH: 651 words B ‘ .

HEADLINE: Lawmakers solid;
in suppert of bill;
to end self-dealing

BYLINE: RACHEL O'NEAL, ARKANSAS éEMOCRAT-GAZETTE

BODY :

A Senate tommittee approved a bill Tuesday that mirrors Gov. Mike Huckabee's '
executive order to eliminate or regulate self-dealing among certain elected
officials.

Senate Bill 20 is sponsored by 34 of the state's 35 senators and 84 of the 100

House members.

The Committee on State Agencies and Governmental Affairs unanimously recommended

approval of the bill, Sending it to the state Senate for consideration.

A co-sponsor, Sen. Morrill Harriman, D-Van Buren, told the committee the bill is

purposely "extremely similar" to Huckabee's executive order.

The order includes all state elected off1c1als, but SB 20 applies to

constitutional officers -- governor, lleutenant governor, secretary of state,

- treasurer, attorney general, land comm1581oner, and auditor -- and state
representatives and state senators., = ' g T o

Huckabee's Feb. 27, 1998, order, effective:July 1, 1998, prohibited most state

agencies from hiring lawmakers and limited, but did not prohibit, the business

that state agencies can do with lawmakers, constitutional officers, state

employees and their relatives.

Under the order, some business is allowed between state ‘agencies and public

cfficials or relatives of public officials. .

Uckabee's executive order was a part of his response to allegations of

legislative self-dealing. In November 1997, the FBI, the Internal Revenue

Service, the Pulaski County prosecuting attorney's office and the Arkansas State

Police issued search warrapts and subpoenas-ak.the affices of several-state

senators whose law firms held state child-support enforcement contractSA’That

inyéstigation is ongoing.

“I597, three lawmakers were hired for state jobs, though two later resigned
and a third lost his job in June 1998.

SB 20 would require:

Before the spouse of a constitutional officer can take a state job, he must get
prior approval from the governor and the Joint Budget Committee during
legislative sessions or the Legislative Council when the Legislature is not in
session. ‘

Former members of the General Assembly and their spouses are not eligible for a
job with any state agenzy within 24 months of leaving office if the job was

newly created or the salary for the position was increased by more than 15

percent. :

Neither a constitutional ocfficer nor his spouse can enter a lease agreement,
contract or grant with any state agency unless it was competltlvely bid, if’
required by law. If competitive bids are not required by law, the
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constitutional officer must obtaln approval from the governor and the Joint

by

Budget Committee or Legislative Coung
Also Tuesday,

officials from office.

Walters has had recall proposals bef
out of the committee. On Tuesday, ths¢
make the bill acceptable to members.
Walters said he believes that every
recall.

Sen. Jim Scott, D-Warren, was unable
would make it illegal to ship liquor
Scott, who lives in a dry county, br
scotch that he ordered over the tele)
said the telephone operator asked if
for proof.

*The person had no idea how cld I wa
what I wanted and what credit card I
Scott sponsored a similar measure in
was defeated in the House. On Tuesda
would be enforced.

Scott was unable to get a second to
to be voted on in the committee. It
Slug Line: yxgr-statewe 8A
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the committee delayed actlon on SB 10 by Sen.
R-Greenwood. The bill would establish a procedure for recall

ore.

D

state but Arkansas has some form of a
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Bill Walters,
ing elected

In 1997, he failed to get such a bill
committee gave him more time to try to

*

H

to get SB 50 out of tﬁ% committee. The bill
directly to Arkansas residents.

bught with him a bottle|of single malt
phone from an Illinois llquor company. He

he was .over the age of 21 but did not ask
" Scott said. "All she wanted to know is
was using.

1997 which was approved by the Senate but
some lawmakers had questions about how it

‘he motion that would have allowed the bill .
remains on the committee's agenda.
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After the 1997 legislative session, state Reps. Billy Joe Purdom, Ed
Thicksten and Bobby Hogue obtained state jobs. Purdom and Thicksten resigned
after eyebrows were ralsed by their legislative colleagues Hogue's contract was
not renewed. . .

While a number of lawmakers have state ]obs, most came into the Leglslature with
the job. Purdom, Thicksten and Hogue were cr1t1c1zed for taking state jobs
during their legislative tenures.

Purdom, D-Yellville, resigned as an Alcohol Beverage Control officer in October
1997 after Attorney General Winston Bryant filed a lawsuit against him.
Thicksten, D-Alma, resigned in February as director of the Cooperative Education
Services Coordinating Council, a job he had helped create: Bryant also had filed
a lawsuit against him. - ‘
Hogue, D-Jonesboro, the speaker of the House of Representatlves was hired in
1997 as assistant athletic director at Arkansas State University. His ASU
contract was not renewed when it expired July 1. ASU officials said they
believed an executive order issued by Gov. Mike Huckabee prevented the contract
renewal . : :

Purdom, Thlcksten, and Hogue couldn't run for re-election thls year because they
reached the limit Amendment 73 set on legislative terms.

On Feb. 27, Huckabee issued the order, effective July 1, prohibiting most state
agencies from hiring lawmakers. It also limited, but did not prohibit, the
business that state agencies can do with lawmakers, constitutional officers,
state employees and their.relatives.'

Huckabee issued the order to eliminate self-dealing among elected officials and
state employees. He said in the fall of 1997 that when the "lights are truly
turned on, the rats and roaches will, indeed, run."

The executive order is not retroactive, so it .does not affect current state
employees. ‘ -

One such employee is Tracy Steele of North Little Rock, executive director of
the Martin Luther King Jr. Commission. Steele, who has been the head of the
commission since its inception in 1993, was elected in November to the House of
Representatives District 59 seat.

Steele, a Democrat, said recently that as the commission's dlrector, he is not a
political appointee and was a state employee before he was elected to the
Legislature. And he said Act 1214 of 1997 makes it clear that state employees
can run for an elective office. Act 1214 states that state, county, municipal
and school district employees "shall- not be deprived of his or her right to run"
for an elective office.’
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he will ask ﬁor an attorney

‘comml ssion S

»f office,

director. But he said he doesn't have any doubt that he is entitled to. be a

state representative.

“There are over 20,000 state employees in Arkansas.

They should have the right

toc run for office just like anyone else," Steele said. ‘
The executive order prohibits state agencies under the governor s control from

entering into contracts, leases or p

officials unless the contract is awar
The officials include legislators, constitutional officers,
state employees or the

commissioners,
people. It includes renewal of exist
The order also prohibits state agenc
any member of the Legislature or any
in office.

Those agencies cannot hire the spoust

lawmaker, constitutional officer or
director of the state Department of
There are several state lawmakers, b
schoclteachers. All were teachers be
Rep. Jimmy Jeffress, D-Crossett, and
music directors at public high schoo
elected to the House District 38 sea
High School and Jimmy Jeffress teach
Other legislators who hold jobs at p
Rep. Lisa Ferrell, D-Little Rock, te
enforcement officers at the Universi
has taught the class since 1991, als
Calvin Johnson of Pine Bluff is the

University of Arkansas at Pine Bluff|

House District 72 seat.
Harmon Seawel of Pocahontas is super
Democrat, Seawel was elected to the
.Robert J. White of Camden, a Democra
Arkansas University at Magnolia. He
Arnell Willis of Helena, a Democrat,
College. He was elected to the House
Other lawmakers are connected with s
before Huckabee's executive order to
According to his 1997 Statement of F
Nick Wilson, D-Pocahontas, holds a £
has a contract with the state Depart
to developmentally at-risk children
Wilson is under investigation by the
in state government. ,
Wilson has done some lawyer work for
state contract to provide state chil
counties. Wilson is a longtime frien
of North Little Rock. He also leased
Wilson and state Sen. Mike Bearden,
enforcéement work for Murrey L. Grige
840,760 chil ontract. Grigd
Two other incumbent..lawmakers have ¢

't of Pocahontas, who haﬁ a two-year,

1rchase agreements with a variety of state
rded through competitive bids.

board members and

> immediate family members of any of those
Ing contracts, leases or other arrangements.
les under the governor's control from hiring
constitutional cofficer \while that person is

B

or immediate family member of any

tate employee without Qrior approval of the
Finance and Administration.

»th incoming and incumbénts, who are public
Ffore they were elected to the Legislature.
his' brother, Gene Jeffress of Louann, are
ls. Gene Jeffress, a De@ocrat, recently was
r. Gene Jeffress teaches at Camden-Fairview

es at Crossett High School.

ublic schools and unlve%51t1es are:

hches a search-and- seizure class to law

ry of Arkansas at thtle Rock. Ferrell, who
o0 is a lawyer. | ;

dean of the Schocl of Educatlon at the

Jochnson, a Democrat, was elected to the
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intendent of the Maynard School District.
House District 77 seat.; .

£, is director of student life at Southern
was elected to the Hous% District 37 seat.
is a professor at Phillips County Community
District 99 seat.

tate contracts, all of which were in place
ok effect Jhly 1.
inancial Interest,

A

filed in January, Sen.
inancial stake in Med-U-Care, a company that
ment of Human Services.| It provides services
such as low birth-weight babies.

FBI, which is investigating insider dealing

firm that had a
arvices in nine

Multi Services Inc., a
d support enforcement s
d of the firm's manager|, Greta Blankenship
office space in Pocahontas to the firm.
D-Blytheville, have both done child-support
S .

er is Wilson's former law partner.

contracts. :
Sen. Allen Gordon, Q:Egzz;;ggg&
o —
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onnections with child-support enforcement

law partner with Bart Virden, a Morrilton
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attorney, who has a $ 116,000 contract. . ,

River Valley Child Support Enforcement Inc., which has a two-year, $ 854,000
contact . The corporation was formed by the Phllllps and Douthit law firm. Sen.
Tom Kennedy, D- Russellville, is a partner in the firm. Kennedy wasn't a senator
or a member of the firm when the firm obtained the contract.

Statements of Financial " Interest; which legislators must submit by Jan. 31 of
each year, shed a little light on who is doing business with the state.

Sen. George Hopkins, D-Malvern, a lawyer, reported on his 1997 statement that he
received compensation for legal representation he provided the Magnet Cove
School District. He also reported that his wife, Mariam, represents physicians
affiliated with the University of Arkansas for Medical 801ences inveolved in
malpractice lawsuits. Mariam Hopkins also is a lawyer.

Rep. Jim Luker, D-Wynne, reported in January ‘1998 that he leases office space
for the Cross County child support enforcement unlt ‘an arm of the state
Department of Finance and Administration. :

Rep. Percy Malone, D-Arkadelphia, reported in January 1998 that he rents
downtown office space to the state’ Department of Employment Security and the
University of Arkansas at Little Rock. Malone, a pharmacist, alsc reported
filling prescriptions for Medicaid recipients through the Department of Human
Services. N :

Sen. Mike Ross, D-Prescott, reported in January 1998 that\pharmacies that he
owns or in which he has an interest fill prescriptions and provide medical .-
“equipment to Medicaid recipients through the Department of Human Services and
the Department of Health. His firm, '‘Ross Pharmacy Inc., also has a contract to
provide the same services to an insurance group for. publlc school employees and
state employees, he reported in January.

Some lawmakers are related to people who do business w1th the state. .
State Sen. Wayne Dowd, D-Texarkana, repcrted on his 1997 statement that his .
.wife, Margaret, a certified public accountant, performed aceounting services for
the state Board of Public Accountancy.

Dowd, a lawyer, also reported that he prov1ded legal services .tc the Red Rlver
Commission of Arkansas.

According to disclosure records kept by ‘the Department of Finance and
Administration, Lynda White of-Little Rock, the sister of state Sen. Gene’
Roebuck, D-Jonesboro, went to work last summer as a part-time employee at the
Department of Human Services!

This month, White was transferred into a fullftime position as a Department of
Human Services research and project analyst. She makes $§ 36,695 annually. Both
of her jobs were approved by the Department of Finance and Administration.
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*NW EDITICON*
" The FBI is looking into a workers' cq
Arkansas School Boards Association.’
Dan Farley of Little Rock, assistant
that the FBI has contacted the associ
He said executive. diréctor Tommy Vent
board last week at its convention in
vVenters has hired lawyer Bob Compton
investigation. The association this ¥
Rock to represent it, Parley said.
He referred all questlons about the
comment .
Farley said the association created 4
three or four years ago. The program
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pmpensation program operated by the

executive director,
lation.

ers of Benton briefed the association's
Little Rock.

of El Dorado to represent him in the
veek hired attorney Nate Coulter of Little

confirmed this week

investigation to Comptod, who declined to

A sélf-insured workers’icompensation program
covers nearly all public school employees

in the state. All school districts in the state except for the Little Rock

School District participate in the pr
Farley said Management Claims Servicg
the program. Management Claims Servi
Taskey of Maumelle as the registered
Taskey is president and Glenda Clark
reached for comment.

"We've been advised not to' [discuss
still under way," Clark said Friday.
For more than a year} a wide-ranging
way regarding several areas of state
dealing by public officials with the
The FBI in November 1997 raided the

ogram. |
. ‘Inc. of Little Rock handles the claims for =
re was incorporated in May 1996 with Lela
agent |

is vice president. Task ey could not be
the matter] because "tbe‘investigation is
state federal investigation has been under
government amid allegations of insider
state.

nffices of state Sen. Nick Wilson,

'Q;hocahontas, and others.
The Arkansas Democrat-Gazette confird

ned more than 20 subpoenas issued in.the

case. Several weeks ago, target letts
connected to the investigation. Seve
comment or denied that any such lett:
Target letters were purported to hav
of investigation. Workers' compensat
named to be one of the listed areas.
Another area involved in the federal
program for lawyers representing chi
proceedings. Contracts were not adve

>rs reportedly were sent to several people
ral of the purported rec1p1ents declined

2y had been received. ‘

L referred to several subject areas as areas
ion was said by sources asking not to be
-state investigation isja $ 3 million
ldren with parents involved in divorce
rtised and went to a state lawmaker and
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two with close ties to state lawmakers.

Another area being investigated is state contracts for child support
enforcement .

The investigation involving the workers' compensation program is part of the
broad investigation into state lawmakers profiting from public business,
according to a report Thursday in The Memphis Commercial Appeal.
Information .for this article was contributed by Ray Pierce of the Arkansas

Democrat -Gazette. *
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FBI agents swept into offices,

including
arted off boxes of documents.

FBI agents investigating allegations of insider dealing in

search warrants on theloffice of Wilson,

about who was going to be indicted and
ed feverishly through the state Capitol on

Lawmakers were whispering about whether any of their colleagues had received

letters notifying them that they are
they weren't talking to reporters.

Wilson said he hadn't received one an
"I really don't stand around waiting
"I've been asked that question off an
that things are going on and I hear o
talked to investigators. But other th
Another senator who was asked if he h
did, I wouldn't tell you."

the target of an 1nvestLgatlon I1f any had,

d wasn't focused
for my mail," he
d on for a year.

much on that possibility.
said. I :

I've read in the paper
ccasionally from people 'who say they've
an that, I don't know," he said.

ad received a target lepter replied, "If I

Most lawmakers simply declined to comment or didn’'t return telephone calls

placed to them to ask whether they ha
Rumors were so thick, and confirmatio
something like this last week: The pu
half-dozen areas of purported governm
involve the purported recipients of t
U.S. Attorney Paula Casey, whose offi

d.

n so 1ack1ng, that it b01led down to
rported letters purportedly identified a
ental inguiry that purportedly could

he purported letters.

ce.reportedly is Overseéing\phe

investigations, declined.to.comment.
THE‘?%EE*EESMEeizures nabbed the reco
have ties to state child-support enfo
The <EM>Arkansas Democrat-Gazette</EM
issued in the case, some of them seeki
Sen. Mike Todd, D-Paragould; state Re
Neither Todd nor his attorney, Sam Pe
whether Todd had received a target le

Wagner did not return telephone calls|

Cne indictment has come out of federa
state government during the last year
Harrisburg nursing home administrator
up the circumstances of an elderly pa
That indictment can be traced to a ho

to report allegations of fraud and ab

rds of Wilson and three|other senators who
rcement contracts.
> has confirmed more than 20 subpoenas
ing 1994-96 tax records,;of Wilson; state
p. Wayne Wagner, D-Maniia, and others.
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that a hot line tip led to a still-ongoing FBI 1nvestlgatlon of the state Offlcev

of Long Term Care.

Casey has said the Office of Long Term Care investigation led to charges being
filed against Randy Crawford, former administrator of Woodbriar Nursing Home .
Crawford is charged with one count of conspiring to defraud the United States
and five counts of making false statements to federal and state authorities.
Each count carries a maximum sentence of five years 1n jall and a fine of §
250 000. : +

Carol Turner, the home's former assistant dlrector of nursing, pleaded guilty in },

October to a conspiracy charge in the case.
Crawford and Turner conspired to cover up the 01rcumstances surrounding the
death of Augusta Edna Gray, Casey said. : : :

" Gray was found outside the nursing home the morning of Aug. 31, 1885, with a
head wound, bruises and minor lacerations, Casey said. Gray died the next day.
The roots of the investigation into possible legislative self dealing
complicated and involve several lawmakers who have state centracts or were doing
business with the state. 5
It started in September 1997 after news' stories broke about three grants
totaling § 750,000 in a program to provide legal representation to children
involved in custody battles. The'grants went to Wagner and two Little Rock
lawyers, Mona Mizell and Ellzabeth Turner. The'grants were awarded without bids
and with little notice. : o *

Amid publicity, Wagner returned his'§$ 125,060 grant Mizell returned her $
250,000 .grant and Turner returned all but s 6, 000 of her $ 375,000 grant The $
6,000 had been spent on the program. .
Turner is the former chief legal counsel for the state Department of Educatlon
and the wife of former Gov. Jim Guy Tucker's chief of staff, Neal Turner. Mizell
is a former employee of the state Bureau of Legislative Research.
Before she dropped out of the program, Elizabeth Turner hired Todd as a
subcontractor and at a salary of $.14,584 a month. He was pald for two months
and has returned all of the money. . :
Sen. Steve Bell, D-Batesville, drew up the incorporation papers for the firms
created by Wagner and Turner. Bell has said he did the work as a friend and did
not bill or expect to be paid for the work. He has sald he was surprlsed when he
received a $ 9,000 check from Turner as payment. He said he tore up the check.
5dd and his law partner, Andrew Fulkerson, run Greene County.chlld Support_

Enforcement, whlch has a two-year, §$ 686,006<state eohtract to collect. -

child-support payments. . C

Todd is among a number of current lawmakers who are connected with

T child-support enforcement contracts which were the subject of subpoenas last

year. They are: '

nine counties. Wilson has done some work for Multi Services and is a long-time
friend of the firm's manager, Greta Blankenship of North Little Rock. He also
leased office space in Pocahontas to the firm.

In October 1997, Pulaski County Prosecuting. Attorney Larry Jegley lssued two
subpoenas demanding to see records of payments made by the state to
Multi-Services Inc. The subpoena was for any records of payment to
Multi-Services from Dec. 1, 1992, to Oct. 27, 1997.

Murrey L. Grider of Pocahontas, who had a two- -year, $ 840, 760 child- support
ontract. Wilson and Mike Bearden, .D- Blythevmlle, have both done child: support.
nforcement work for Grider, who is Wilson's former law partner. Mizell also was
ne of Grider's subcontractors. She hired Wilson's son, Kirk, as her paralegal
in the child-support enforcement work

Nick Wilson's wife, Susan, was program coordlnator for the state Retlrement

.

Multi Services Inc., a firm which provided child support enforcement services in




i

i

PAGE 16

The Arkansas Democrat-Gazette, November 22, 199§, Sunday

|
and Relocation Program, making § 60,000 a year. She resigned amid news reports
that Wilson sponsored an amendment wIich appropriated funds to create her job.

Bearden would not comment on whether
Bart Virden, a Morrilton attorney, r

ceived a contract for §

a law partner of Sen. Allen Gordon, D-Morrilton. Gordon has
responsible for the child-support enforcement work.

River Valley Child Support Enforcement Inc., which has a~twd—year, $ 854,000
contact. The corporation was formed by the Phillips and Douthit law firm. San.
. Tom Kenneédy, D-Russellville is a partner. in the firm.

Both Gordon and Kennedy said they have not received a target
<EM>Information for this article was contributed by The Asso

Photos:
Paula Casey
-Nick Wilson
Mike Todd
Wayne Wagner
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A federal investigation that now is more than a year old has some Arkansas
lawmakers nervously wondering if, when and against whom a grand jury will return
charges. ' ‘

At issue is whether Arkansas lawmakers have been illegally benefitting from
‘ state eontracts and grants, including a § 3 million grant to prov1de legal
assistance to children in disputed custody cases.

Asst. U.S. Atty. Michael Johnson refused Friday to discuss specifics about
the investigation or speculate on it's status, including whether his offlce
recently has dlspatched target letters.

"I can't discuss matters about the grand jury. I know that seems a novelty to
most people in America these days," Johnson said. "We don't comment on :
investigations.™

Sen. Nick Wilson (D-Pocahontas) is the most prominent of‘the lawmakers
playing the waiting game. State and federal agents confiscated personal and
business records in a raid of Wilson's office last year.

"I don't know what they're up to," said Wilson, who had a key role in
creating several state programs.under review.

Wilson, long considered one of the most powerful politicians in Arkansas
state government, says he has not received a target letter from 1nvestlgators

Johnson said a target letter merely is an invitation for someone to talk to
the grand jury and doesn't necessarily mean an indictment is imminent.

Sen. Mike Bearden, an -Osceola Democrat who worked for Wilson's former partner
under a state contract to collect overdue child support payments, was reluctant
to discuss the probe. :

“All I know is, 'I ain't done nothing wrong," he said.

Rep. Wayne Wagner (D-Manila), who had been set up to receive a piece of the $
3 million grant, said he had one main thought about the ongoing dnvestigation:
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Wilson ranks No. 1 in seniority and, despite his link to the probe, remains
arguably the most powerful person in Arkansas government. But there are signs
that the probe is taking its toll on his influence.

Last year, weeks after the story first surfaced, dozens of legislators,
lobbyists and administration officials accepted invitations to Wilson's annual
lobbyist-paid fishing and squirrel hunting retreat.

This year, facing the prospect of no-shows, he invited only 10bb?ists.

To reach -reporter Joan I. Duffy, call (501) 3?2;2907 or E-mail
duf fyegomemphis.com T ‘
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new and lucrative taxpayer-funded prdgram to provide legal services to children.
From those disclosures, guestions were raised in the press about a pattern of

chiTd support enforcement contracts tlending to go to Wilson, his law parcther or

other 1EgislaCors.Or lgdislative. assg

ciates,

|
BUt one thing you can do in such a case is ask the candidly irascible Wilson
himself if he has the sense that he is under individual 1nvestlgat10n by the

U.S. attorney and agents of the FBI.
“Yeah," he says, "Have been for about
That shouldn't surprise. After all, n

y

12 months."

of Wilson's nonprofit operation in Rilverdale, the Arkansas Center for Public

Affairs, and took off with everything
"Tell you a little story about that,"

not tied down.

Wilson begins as if he‘thought no one

would ever ask. He says that a few manths ago his lawyer went before a federal

magistrate to try to get the records
declined,

Paula Casey"--she'd be the U.S. attorx

returned, but the federél magistrate

ney--*"and the FBI."

"since he gets the same blue check from the same government that pays

So three months ago his lawyer took the matter to a federal district judge,

Stephen M. Reasoner, a Republican app

*You just knew the Lord would see that we got a draw like that,

yellow-dog Democrat.

This was on a Thursday, Wilson adds £

the documents returned, but indicated publicly after a priva
lawyers that he was mildly uncomfortable with the situation.

ointee.

or emphasis. The judge declined to or

" says Wilson,

a

der

! * 4 N
te discussion with

early a year ago the FBI raided the offices


http:l.~9,..s..J3

‘ « . PAGE 21
The Arkansas Democrat-Gazette, October 06, 1998, Tuesday

Well, says Wilson, the local feds called his lawyer the very next Monday and
said to come get the stuff, that they were through with all of it. And, says
Wilson, the computer software indicated that the feds hadn't even opened it
until the immediately preceding Friday, the day after the hearing. And, says
Wilson, all the inactive paper flles were still stapled shut, whlch is how the
feds had found thenm. C .

Wilson relates the story te contend that nothlng 1ncr1m1nat1ng existed in the
record and to build a case about how abusively aloof the feds can be: They make
a big, front-page show of confiscating your records, then hold on to them for
the heck of it without bothering to review them, then give them back only when
an appeal to the 8th Circuit appears likely.

This is an old song, new verse. No man ever under federal investigation believed
the federal authorities acted with kindness and restraint. What Bill Cllnton and
his elastic apologists alleged of Kenneth Starr could be alleged by any poor sap
lucky enough to have the 1nvest1gat1ve and prosecutorlal forces of the federal
government brought down on his head. .

"They can indict a ham sandwich if they want to," Wilson told a colleague of
mine last weekend. He could be the ham sandwich in this scenario.

"It's like peeling an onion,® a fellow with only peripheral knowledge of the
investigation told me last week. You know, the more you look, the more you find.
And it seems to center on Wilson and his occasional buSLness ‘enterprises that
intersect with state government.

‘Wilson says authorities have his bank statements and tax records and even some
paid bills from 1997 that he needed for his taxes, but ate. He says he's heard
secondhand that two or three people who have done business with him have been
visited by the FBI. _ K .

"There's nothing criminal,” Wilson says. "I've reported all my income, minus
expenses, and never done anything except what's been reported." '

Just the same, he has told legislative colleagues that he might be a tad
preoccupied with lawyers during the legislative session beglnnlng in January.
<EM»John Brummett's column appears every Tuesday, Thursday, Saturday and
Sunday.</EM>
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information and conducts conferences on legislative issues.

He said the center's records had nothing to do with child support enforcement
contracts. He went to court in January to try'to get the records returned, but a
judge rejected the request.

Four days later, Wilson said, the FBI called him to come get the records:

Wilson also said the FBI had, returned child support enforcement records from his
Pocahontas office. : : ‘
Walmsley said the search warrant served in November on the center was "far ‘and
away from what the center had to do with. ; ‘ '

When the center questioned the approprlateness of the FBI taklng its records,

" the FBI said the entire matter was confidential, Walmsley said.

"It*'s a little bit scary to me the amount of authorlty the feds can have," he
said.

I.C. Smith, the FBI's special agent in charge of the Little Rock office,
declined to comment on any aspect of the investigation except to say that
returnlng seized documents "wouldn't be unusual. That's .just a normal course of
business.
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Citing evidence of wrongdoing, the state child support enforcement office

took over the operations Tuesday of a five-county unit led by Prosecutor T. J.
Hively.

Hively had submitted a letter Moniay'to state officials éaying he was
terminating his contract with the Finance and Administratioq Department's
child support office. He offered to leave in 30 days, but the state ocusted him
sooner. '

''There was sufficient evidence of wrongdoing, and the contract needed to be
terminated immediately,'' said Richard Weiss, director of the Department of
Finance and Administration. !

Dan McDonald, the head of the state office, said Hively's former employees
were being given the chance to continue as temporary state gmployees in their
present positions. Susan Brewer, a program analyst for the state cffice, is
filling in as manager at the Batesville office.

McDonald said the state later will advertise for 10 to 15 permanent positions
for the 16th Judicial District Child|Support Enforcement Unit, which serves
Cleburne, Fulton, Independence, Izard and Stone counties. Tﬁe state does not
plan to seek a new private operator, he said. Legal services will be provided by
state attorneys. i :

Regional child-support enforcement units track down deadﬂeat parents,
establish paternity when necessary and collect child supporq.

Hively's office was raided Nov. 5|by FBI agents who seizéd check ledgers and
other financial records. McDonald said Legislative Audit also will investigate
Hively's office. |
' | .

The Arkinsas Democrat-Gazette newgpaper has reported thaﬁ Hively's unit
overbilled the state by nearly. .8 35 s L. It reported Sunday that
Independence County Deputy Prosecutér Vickie Warner has done€ most .of the legal
work for the unit, but records show ghe has gotten little oﬁ the $§ 317,3%4 the
unit spent on legal services in the last 4 1/2 years. Instead, much of the money
went to Hively, the paper said.
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As prosecutor, Hively, 55, has run the Batesville unit since July'1993;rHis

contract required that the unit pay its expenses, then submit bills to the state
for reimbursement. The state paid two-thirds of most costs.
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produced no checks written to Warner from 1996 to 1998.

Since July 1993, the unit's bills to the state total $ 31? 394 in legal fees.
Warner, an associate at Hively and Ketz as well as a deputy prosecutor for
Independence County, did not return several messages left at her office. Hively
has not answered messages since the April 2 interview.

Hlvely said then that Warner was "very satisfied and very happy with her working
relatlonshlp with our firm, and we're very happy with her. You've seen the
documentation we've had with the state since January." B

In January, at the insistence of the state office, Hively's unit changed the way
it paid and billed for legal fees. It began making its checks payable to the law
firm, Hively and Ketz, rather than to Hively individually. And it began
reporting Hively's and Warner's hours separately to the state.

In a Jan. 16 letter to McDonald, Hively stated his understanding that
reimbursement for legal work would be based strictly on the hours he and Warner
actually worked.

Hively went on to describe how his unit pays attorneys for their work. He wrote
that when he or Warner can't appear in court, other deputy prosecutors do the
work. .

"My understanding is that if there should be a conflict with myself or Ms.
Warner appearing in court on our cases, that if one of my deputy prosecutors did
appear on a particular day, that the hours that person worked would be
documented and Ms. Warner would be compensated as if she would have been in
court that specific day," the letter says.

McDonald said the letter led him to believe Hively's firm would receive the
money and in turn pay Warner.

But what the unit reported to the state does not match what its check ledgers
and the law firm's canceled checks show.

In January, Warner worked 54 1/2 hours and was paid § 5,178, the unit reported
to the state. Hively worked 38 hours and was paid § 1,406, it reported. The
check records tell a different story.

On Jan. 12, the unit wrote a $§ 3,292 check to Hively. On Jan. 30, it wrote
another § 3,292 check to Hively and Ketz. The law firm's records show it
deposited the second $§ 3,292 and wrote a check for that amount to Hively the
same day.

In February, the unit reported owing Warner $ 7,648 and Hively § 1,462. But it
said it paid only $ 6,585 so that it wouldn't exceed its budget Although the
unit reported 80 1/2 hours for Warner and 39 1{2 hours for Hively, no breakdown
wag given for the § 6,585.

The unit's check ledgers show it wrote two $ 3, 292 checks to Hively and Ketz.

The law firm's records show those checks were deposited into the firm's account, -
and that the firm then wrote two $ 3,292 checks to Hively.

In March, the unit listed only Watner as being compensated for legal work -- 71
hours' worth -- in its report to the state. But on March 13, the unit wrote a §
3,292 check to Hively and Ketz. Again, the law firm deposited the money and
wrote a $ 3,292 check to Hively. (The law firm's canceled checks for late March
were unavailable on April 16, when the records were released.)

Those records raise questions for McDonald.

"If any contractor in fact is representing on their billing that a certain
person is being paid, and in turn is not paying that person but taking the money
themselves and benefiting personally that would définitely be guestiocnable,
and it appears to me that would be circumventing the spirit of the contract,® he
said. i :

Hively's contract covers Cleburne, Fulton, Independence, Izard and Stone
counties. In addition to legal fees from his child-support enforcement unit, he
earns S 69,016 a year for his work as a part-time prosecutlng attorney in
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regulations, he said. That, too,-would mean action against the contractor.

"We would certainly take action to get the money back,"” McDonald said. "We would
be compelled to do that.*® ’ :
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LANGUAGE: ENGLISH o -

LOAD-DATE: May 5, 1998




34TH STORY of Level

Copyright 1998 Littl

The Arkansap

April 14}

SECTION: ENTERPRISE; Pg. Al

LENGTH: 1087 words
"HEADLINE: Aide points to contractor
Child-support unit;
strapped, she says

BYLINE: BY SANDY DAVIS, AND JEFF POR

BODY :

The cffice manager of the 1l6th Ju
Unit on Mconday painted a picture of
overbilled the state to meet its pay
The Arkansas Democrat-Gazette report
Batesville Prosecutor T.J. Hively, o
The office manager, Lisa Yeager, sail
her, "You do what you can do, and you
Hively did not return a phone call M
late Sunday, he said Yeager had agre:
investigated the billing discrepanci
Yeager said she did not think she ha
telephone interview.

"I have done nothing wrong. Not one

lot of wrong things being done, and

truth is going to come out. It's goir
going to be the person who holds the
him.*"

Since becoming prosecutor in 1993, H
" Office of Child Support Enforcement

paternity when necessary and collect
district ~-- Cleburne, Fulton, Indeper

!

| .
PAGE 32

1 printed in FULL format.

g

Rock Newspapers, Inc.
Democcrat -Gazette

4

1998, Tuesday

in overbilling;

FER, ARKANSAS DEMOCRAT-?AZETTE
' i

dicial District's Child]Support Enforcement

a financially troubled qffice that regularly
roll. . |

ed Sunday that the unitj headed by

verbilled the state nearly $ 35,000 in 1997.
1 that when money ran short, Hively told

i1 take care of it.*® : ‘

snday. But in a press release made public

sd to go on veluntary, unpaid leave while he
25 .

i a choice. But she defended herself in' a

Lime, " Yeager said. "I ﬁeel like there is a
someday -- and before too long -- all of the
g to come to one person, one man. It's
contract to the unit, and it's going to be
|
ively has had a contracé with the state
o track down deadbeat éarents, establish
child support for the five counties in his
hdence, Izard and Stone.

<

His contract, one of 20 across Arkansas, calls for the state to reimburse the

majority of his unit's administrativs
tests, court costs and office equipms
the unit must bill the state for reis
paid. -
After reviewing 1997 records, the Det
reported to the state that it spent
it paid out only § 371,560. '
Yeager prepared the bills sent to th
the invoices vendors sent her, not o1
that we owed and billed the state,"
bills.™

Most months, she said, the reimburser
cover the unit's payroll.

The unit's check ledger showed it sp
largest amount went to Hively -- $§ 7
"There were times I had to give him
created a cash-flow problem. "I stil

s costs, including salaﬁies, paternity
ent and supplies. The contract stipulates
nbursement based on wha% it has actually
. I
nocrat-Gazette reported that Hively's unit
3 406,351. The unit's check ledgers showed
' i

state office. She saiq she based them on
what she paid them. "I took the amounts
he said. "But there was no money to pay the’

;barely enough to
ant $ 247,363 on salari%s in 1997. The
5,431 for legal service§.

three checks a month, Yeager said. That
I had to meet payroll with the girls.

B
18
L,
=]

nent the state sent'was




PAGE 33
» The Arkansas Democrat-Gazette, April 14, 1998, Tuesday

There wds no money left to pay the bllls RS

The unit's contract places respon51b111ty for fundlng the unit on the'
contractor. The state relmburses paternity- testlng expenses at 90 percent; other
expenses at 66 percent. The unit could make up the difference w1th state
1ncent1ve and bonus money based on performance. . ]

The unit's performance was below the state average in nine of 12 months.during
fiscal 1997. That reduced what the unit earned and helped put it in financial
straits, Yeager said. ‘
The FBI has been investigating Hively's unit since last fall. On Nov. 5, it
raided it and two other child-support enforcement units. At Hively's office, it
seized many records, including canceled checks. ‘

Hively's press release, released by his re- election campaign, offered no-
specifics about the unit's finances but promised a full investigation.

"I feel confident that an explanation will be forthcoming by midweek, but
‘without access to the relevant records, I am unable to make further comment," it
quoted Hively as saying. : ’

Hively asked for help Monday.

Ron Burch, deputy legislative auditor, sald Hlvely asked the Division of
Legislative Audit to.review the unit's financial records. Burch said the fact
that the FBI has so many records precludes a full .audit, although the final
decision on the review would be made by Charles Robinson, legislative auditor.
Burch said he advised Hively to try to get copies of his records from the FBI.
I.C. Smith, special agent in charge of the FBI in Arkansas, said his agency
would cooperate with that. "If théy need copies of records, we'll provide them,"
he said. "All they've got to do is ask.®

Dan McDonald, admlnlstrator of the state Office of Chlld Support Enforcement,
sald his agency can't be much help to Hively. "There's nothing really that we
can do at this point," he said. "He's ‘going to do his own investigation."
McDonald's office is part of the Arkansas Department of Finance and
Administration. The department's director, Richard Weiss, said the department
would consider taking steps tc sever Hively's contract if it confirms the
reported discrepancies. :

Weiss said his agency's review will take a back seat ‘to an FBI lnvestlgatlon
However, he added, '"We're not going to be complacent.'

Yeager said Monday that when Hively assumed the child- suppo?t enforcement

. contract of the former prosecuting attorney 1n 1993, the unit had money in the
bank. . ;

"When Mr. Hively took office, there was an~§xcess‘of'moneyt6f,about $ 45,000,
she said, and the unit bought certificates of deposit with that money.

"There were times when we ran short on money, and we had to cash in a-CD," she
said. "Before a CD was cashed in, it was approved by him. He was told the unit
was running short of money." o

By late 1996 or early 1997, Yeager said, she went . to Hively and told him the
situation was crucial. Yeager said Hively told her he didn't understand the
financial problems.

"The words he said was he dldn t really quite understand what I was saying, and
he didn't understand why the money wasn't there, but if that was the case, there
was something unrighteous going on, and I would belthevfirst to leave.

"He told me, 'You do what you can do, and yocu take .care of it.'

Yeager said she and Hively went over the unit's financial situation again
Thursday, after being interviewed by Democrat-Gazette reporters.

"I said here's where the problem is -- we're not getting funded properly, and
after years of a shortfall, it's caught up with us," Yeager said.

“He said, 'Before I give the unit any money out of my pocket, I will box up
everything in the unit in a U-Haul and put it on their [the state office's]
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BATESVILLE -- The 16th JudlClal District Chlld Support Enforcement Unit last
vear paid a North Carolina laboratory $ 6,114 for paternlty tests as it pursued
its mission of tracking deadbeat parents.

It told the state it spent $ 25,317. ‘ . .

The state, under its contract with the unit, reimburses most of what's spent for
paternity testing. It paid the unit § 22,674.

That was not the only instance of overbllllng by the 16th Judicial District
unit. It also overbilled the state for equipment, office supplies, court costs,
telephone bills and rent.

In all, accordlng to its check ledgers, the unit spent $ 371 560 in salaries and
expenses in 1997. Its monthly, two-page bills to the state -- no receipts are
required -- said it spent $ 406,351, a difference of nearly $ 35,000.

The state paid the unit $ 370,012 in reimbursement and bonuses. B

The unit is headed by Prosecuting Attorney T.J. Hively of Batesville. Neither he
nor the office manager who filed the reports, Lisa Yeager, could explaln the
discrepancies.

Hively first signed a contract with the state Office of Child Support
Enforcement in 1993. His job is to investigate cases invelving child- support
payments and to enforce court rulings in such cases in his judicial district,
which includes five north-central Arkansas counties -- Cleburne, Fulton,
Independence, Izard and Stone.

Across the state, the Office of Child Support Enforcement has 20 such contracts
Ed Baskin, technical assistant in the office, said 14 of those, including
Hively's, are thh government agencies. The other six are with private
businesses.

Besides reimbursing the bulk of a unlt's expenses, the state pays two-thirds of
the salaries of the unit's workers. It also pays incentives and bonuses. based on
the unit's performance in collecting child-support payments.

The FBI is investigating that system for possible abuse. It raided three of the
state's 20 child—support enforcement contractors on Nov. 5. The search warrant .
its agents took to Hively's office authorized them to seize records ranging from
check ledgers and computerized data to telephone directories and speed dialers.
Five months later, Hively said he knows of no wrongdoing in his 16th Judicial
District unit. He lauded its performance, saying child-support collections had
risen from § 770,904 in 1991 to $2.08 million in 1996. But he could not explain
why the expenses reported to the state differed significantly from what the unit
actually spent.

“We'll be glad to certainly take some time and might hire an auditor to come in
and go back and reconcile those deals,® Hively said.
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collections slightly reduced its reimbursement some months.

Hively's unit pays fees for lawyers' time to review cases and go to court. The
state reimburses the unit at the two- thlrds rate, based on time sheets the unit
submits monthly.

During 1937, the unit wrote legal-fee checks to Hively totaling $ 76,431. Its
time sheets contained Hively's name only, even though a deputy prosecutor,
Vickie Warner, did much of the unit's legal work

AWARE OF ARRANGEMENT o .
Hively said the state Office of Child Support Enforcement was aware of his
arrangement with Warner, an associate in his private law firm, but he declined
to say how much of the money he was paid went to her.

"Our situation as far as compensation is concerned is within our law firm," he.
said: " ... I'm not g01ng to get into what our personal law firm bu31ness is.
That's not part of it. ~

Warner did not return telephone messages or messages left at her office.

In late January, the unit began making its checks payable to Hively's law firm,
Hively and Ketz of Batesville, rather than to Hively individually. Also in
January, its time sheets began showing Warner as performing most of the work.
The change was made to comply with federal regulations, because a federal grant
pays for most of the child-support enforcement program. In 1996, the U.S.
Department of Health and Human Services regional office in Dallas began pushing
contractors to keep better track of hours.

McDonald, the state office administrator, said federal off1c1als -told his agency
that Hively's unit should have been keeping track of each lawyer s hours
separately. "That wasn' t a requ1rement we had on them untll we were advised that
we should be doing that," he said.

The state allows $ 95 an hour for Warner's time as senior Chlld support
enforcement attorney and $ 37 for Hively's time. As the contractor, Hively isn't
allowed to bill at the $ 95 rate, said Baskin. E

' Last year, when all the checks were going to- Hlvely, the hourly rate fluctuated
from § 37 to $ 95. Most of the bills submitted to the ‘state showed only a lump
sum, with no hourly rate specified.

Hively said other deputy prosecutors represent the unit in court when Warner has
a scheduling conflict. Their time is billed as though Warner did the work, he
said, but they aren't compensated directly. Instead, Hively said, they receive
help from Warner on legal research.

McDonald said it* s not his agency' s jOb to tell the unlt or the law firm how to
write its checks. '

"We've contracted with him to make sure that the legal work is done, " McDonald
said. "All we know is that we have Hired a job to be done. We want there to be
records to support that job was done, and we want to make sure that we have good
service and we're paying good money for’ good serv1ces performed, bottom line.
PAYS FOR PHCOTOCOPIES

The unit also pays Hively for photocopies. Hively owns the présecutor’s'office
copier, as did his predecessor, Don McSpadden. He charges the unit 15 cents per
copy -

Copying was one expense the unit underrepoxted to the state in-1997. It wrote-
Hively checks totaling $ 6,466 but reported only § 6,187 when filing for
reimbursement .

How well Hively's unit does its jOb is in dlspute ‘ o

In nine months of the fiscal year that ended June 30, the state Office of

Child Support Enforcement reduced its reimbursement payments by 1 percent to
penalize Hlvely s unit for not meetlng statistical criteria for child- support
collections. Because of problems with a new computer system, the state stopped
calculatlng the penalty in July.
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But the state office
office in late November,
been what it should.

"We probably could have done a bette
documentation, " he said. "We probabl
contract, a more specific contract.'
And, he said, there may be an accoun
*If there wasn't an FBI investigatig
the middle of this, but I feel like
able to go in and physically look af
"We can't answer for our contractors
for that. and then it would be our z
everything's done, to go in and deci
the federal government if they don't

12 days before the FBI%S raid.
loyees of the state Cffice of Child Support
legal fees by Hively's|unit.
ues, McDonald said, "We;re just kind of in a
wish we could get it all out on the table

sponsible people and rup a responsible unit
h our state office to resclve any
tly what we'll do." i
mings of its own. McDonald, who joined the
at its supervision of contractors hasn't
|
r job in reguesting spe%ific support
v could have done bette? in making a better

ting after the federal investigation ends.
n currently going on, I?would jump right in
our hands are tied right now as far as being
these type records,® MbDonald said.
and what they do. They!'ll have to answer
esponsibility after everything shakes out,
de maybe what's owed bahk to the state and
do that adequately enoiugh."

i
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CHILD SUPPORT MEETING WITH HHS

FEBRUARY 22, 1999

SUMMARY REPO}RT

Govemor Mlke Hucka!pce State chrescntanvcs Mary Ann Salmon and Jim
Magnus, State Senators Jodie Mahony, Doyle[Webb and Morrill Hatriman,

DFA Director, Richard Weiss, DFA Deputy, Director, Tim Leathers and
Arkansas Child Support Administrator, Pan McDonald, met with
representatives of HH$ and Federal Child Support Administration in D, C.

The purpose of this meeting was 1o seek relief from a disallowance of $6.5
in federal matching funds for a mandated child suppcm system.

The facts in this matt ¢ were not disputed at t thc meeting. Arkansas has an
exemplary tecord of mplementing and administering federally mandated
child support ptograms. Arkansas has beerf at the forefront of adopting
federally mandated lajws to secure support for children. This disallowance
-of funding was not [for improperly spending money. The funding for
contracts was disallowed because the previous child support administrator
did not seek prior approval of the contracts. Dan McDonald discovered the
oversight when he came to Child Support and immediately sought approval
of the contracts. HHS admits that the contracts would have been approved if
they had been timely submitted. - . }l

|

HIS took the position at the meeting thatithey have been consistent in
" denying payments on|contracts that were notfpreapproved even though the
law they cite for disaljowing the contracts SpCCIﬁca"y states that they “may”
disallow. The Arkansas group informed them that under these
-circumstances, HHS 4ctions were arbitrary and capricious because they were
not even considering exercising their authonty under law and were
automatically seeking to implement form iaver substance, It was also
poxmed out to the Federal officials that because of their mandating and
approving the project before and after the fact the disallowed contracts had
their de facto approva L. _ -

|
|

The Arkansas deleg uon emphasized that chcral child support officials
represent themselves as “partners” with state child support agencies and
represent that they want to work together for the support of children. Since

it is admitted that thgse contracts would have been approved and the money .

was not misspent, the only purpose the disallowance serves is to hinder the

Arkansas program. ([This disallowance will damage the reputation of HHS.

P

02
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and Arkansas Child Support Enforcement with the clients they serve. It will
also hinder their ability|to'achieve support from Arkansas taxpayers and the
Arkansas Legislature. |

The Arkansas delegation pointed out that time is of the essence to resolve
this matter. We are in the middle of our legislaiiive session and must resolve
this funding issue in the next few weeks. We pomted out that $6.5 million is
not a great deal of money in' Washmgton circles, but it is a serious amount to

~ take from a state budget of our size which 1§ mostly spent on education,
human services and prisons,

i

Governor Huckabce pointed out that regardless of what the HHS policy had
been in the past, a ‘policy adjustment was in order for this case. He
suggested two alternatives to disallowance of funding, One alternative
would be to impose a reduced penalty similar to the penalry for states that,

unlike Arkansas, did not comply with mandated federal laws to implement J

their systems on time, [He pointed out that Arkansas was being punished for
following these requirep ments. l ‘
Governor Huckabee plso suggested an alteinative to let the formal |
disallowance stand, without any monetary penaity so long as Arkansas
complics with federal mandates and guxdelmes Techmcally, HHS would
not be waiving the penalty, they would be encouraging compliance, which
supposedly is the reasan for the penalty. Alsc? the Arkansas Child Support
program would not suffer. .

The Federal officials promised to take our arguments under consideration
-and deliver a decision in 10 days. -

03
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MEMO TO  The Honorable Bitl Clinton «
- President pf the United States
Washingten, D.C.

FROM Jodie Mahony
" Arkansas Senator
Statc Capijtol
Little Rock, AR 72201
SUBJECT Child Support in Arkansas

DATE February 25, 1999

|

|

I'm proud of what we have done on Child Support in Arkansas. We have worked hard since
1984 in changing the cntite mind-set concerning the obligation to support one’s children

, financially. |

Despitc comparatively legs resouroes, we havo consiste:;tly outperformed our surrounding
states. We have never failed to pass the requirements given to us by the Federal Congress.
The leadership in our stat has tried to go bayond those rnandates find out the things that
were working in other stafes, and cnact them into Arkansas law. Wc have seen our
‘Canstitution overriddon, our laws and policies reversed 1mandales given to our judges, our
clerks and our lawyers, All of this was donc because w;c were doing the right thing.

We were the first state in the nation to pass UTFSA and ‘conslstentty in the forc(ront with
other laws and policics, including administrative pQI!C!CS o simply and miore effectively
collect child support. W¢ have bullied business mtcrcsrs to make sure kids had a better
chance. (I can make 2 good argument that Child Support Enforcement, properly implemented
is the most effective educational 100l in Pre—i( and Elementary grades.)

At the NCSI, we have cohsistently supportcd the Child Support mandates as being good and
When our Department of|Ifuman Services used Child Suppart money for lawyers to support

other services, we moved Child Support to the Depamnkant of Fipance and Administration to
ensurc the proper use ofiedcral Child Support "profit”, ‘ '

Wu were able for a number of years to be self-supporting (thanks to the federal contribution).
That is no longer possibl¢ and hasn't heea for the last two years. We are not happy with
having to use state General Revenue, but we have not complained. It does however make aur
Job in getting the right laws on the books and the right attitudes in place that much harder.

We got our auromated system in place within the extended time frame, We have made good
decisions in acquisition df hardware and software. We work with Region VI and Judge Ross
when we have difficulties. We have spent money wisely.
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We did get prior approval for our overall plan to implement automated systems. We have our
clearing house in place. - - |

California and other states did not and wil! not for some]: time. They were given a slap on the

" wrist — admittedly by the Congréss. We have been given a near fatal shot to the body. Itisa

triumph of bureaucratic farm over substance. Califcmial frittercd away fifty plus million

while we did not fritter away a peany, We think the penalty for a mistake which did not hurnt

anything should have a considerably more equitable punishment than is being contemplated.
: . ,

The law says the Department “may” take the proposed: sictinns — it does not say “shall”.

_ There seems to bo no gool substantive reason for the harsh penalty.

|
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“ which have been in place since@
overturn their decision and retroactively approve the contracts that would total about §7.2
million, of which $6.5 million were federal matching funds.

. precedent for all other States which

 Welfare, Child Care as well as Chil

Governor Huckabee and other State
22, 1999 to discuss Federal funding
was for thé portions of three contra
that the State failed to'submit to H}

As you know, Governor Huckabee

denying the FFP for these contracts.
. minute activity related to the implementation of their automated child support system and

e officials from Arkansas met with HHS ofﬁ01als on February
> approval (FFP) that was dénied by HHS. The denied FFP-
ct amendments related to the child support automated system
1S for prior approval in accordance with federal regulations

8,/ The Governor urged HHS officials to find authority to 5\ 0 ‘)(lﬂf)

-
did not cite any error or misiuse of HHS’s discretion in
_The State is claiming that they were caught up in last

because of this activity the requirements to submit the contract :amendments were overlooked. .
The State is effectively asking the Secretary to grant retroactive prior approval based on the

merits of the State’s action, irrespe¢ :
this is a difficult case since the State was acting in good faith

HHS regulation. HHS admits that
in implementing their system but th

tive of whether the State followed procedures required by

at the prior approval require::ments are extremely strict.

Prior to @,HHS occasionally did grant approval to contract-irelated documents even if they

were subiitted after the program re
after two decisions by the Grants A

gulations. However, HHS stopped this practice in 1985-1986
peals Board, which concluded that prior approval

requirements in the current regu‘latl

State officials from Arkansas pointc
for HHS to disallow payments. HH
states that the failure to submit nece
Nevertheless, HHS claims that the g
conferences and workshops have al

Where HHS had discretion under re

bn is a prerequisite to the recelpt by a State of any FFP.

l
d out that the letter of the law contains permissive authorlty >
S admitsa fault idthe letter of the regulation itself since it = -
ssary 1nformat1on“‘may result in-disappreval of funding.
preamble language to the regulation, Action Transmittals and
| made clear that the regulation meant no exceptions.

gulations and policies, they!did exercise it in Arkansas’s

favor (as they do for any other Statg). For example, on one of the contracts HHS used the date
that Arkansas sent a one page “contract” which did not provide sufficient information to base an

approval decision but HHS deemed

that they had deferred appr(?val and approved the contract

back to the earlier date Howevcr HHS could find no legal basis for approving the costs incurred

prior to those dates

|

HHS is concemed that accommodating Arkansas would reversei the regulation and set a

The basis of the requirements of pri

would effectively negate the prior approval requirements.
or approval is that HHS pays between 50 percent-and 90

percent of the costs of these contracits and HHS’s desire to assure early participation in these
system development efforts. This precedent would also affect similar decisions for HCFA, Child

d Support and may also impact Food Stamp.regulations, -

which have similar prior approval requirements. In the last year, HHS has déenied FFP for

contracts in at least 12 States.

Because of these reasons, HHS beli

eves they must inform Govetmor Huckabee that they are




A

|
|
|

unable to find legal basis for provyiding retroactive prior approval for the contract costs.
owever, the official disallowante of the contract will not be transmitted to the State until the

summer. At that point, the State |has an option to appeal the c?lsallowance which is unattractive
because of the high interest rate gn outstanding penalties, or negotiate a payment schedule.

Although there are some concemns in the State that the payment would have to come from a .
budget appropriation, the State has other options. State ofﬁ01als are examining an option that
would estimate next year’s total system costs at $6.5 million over actual costs and attemptto
negotiate the difference with the $ystem’s contractor. Anothe;r option would be to remit the $6.5
million from the federal administrative payments made to thei State Child Support Enforcement
Program over two to three quarters of the fiscal year (federal payment to Arkansas were $19

million in 1996).

Unfortunately, there is no clear guidance on an intermediate sanction (less than the $6.5 million)
since the disallowance assumes that the federal government nﬁust recover the entire disallowed
amount. HHS explained that the tenet of a disallowance is that the amount spent was not a
legitimate federal expense and, therefore, the federal. govermnent has the responsibility to
recover the entire disallowed amqunt. |

Again, HHS recognizes that this is a difficult case since th.'e"oversi ght was brought to the

" attention of HHS by the State’s Child Support Administrator i m an act of good faith. But because

of the long standing policy that has been in effect since 1985 and the fact that HHS has applied.
this position consistently, after detailed review, HHS did not find any authority for providing
retroactive approval to the contract costs or the ability to mitigate the penalty.
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® J. Eric Gould 03/17/89 07:11:46 PM

Record Type: Record

To: Cynthia A. Rice/OPD/EOP
cc:
Subject: Arkansas CSE: New info

!
I spoke to Norm Thompson: :

I. 1998 Federal Share of Admin. Expenditures is $30.6 m. Es'timated :FY99/$36.8m and
FYOO/$40.2m

I
il. The penalty can be paid in installments over 9/10 quartersl' Clearly spelled out in 45 CFR
304.40 Repayment of Federal Fuhds by Installments. The formula is based on the ratio of the

disallowed amount / state share of admin. costs. With these numbers, it doesn’t seem like a big
deal anymore.

‘1

|
~ {lI. An interest rate of 13.75 pergent begins to accrue on the ;disallowed amount 30 days after the
notice of disallowance is received by the State if the State decides to appeal

IV. FYI- HHS is almost sure but not positive that the State has actually pulled the money for these
contracts from the federal account. HHS is 38% sure that they have but until the Regional Director
goes in to examine the books and [compares them to checks that have been pulled from the federal
account we are not sure. The Redional Director will check the books later this Spring after the FBI

i
is done with them. Once the RD gan verify that the checks were pulled a notice of disallowance
will go out.

according to certain accounting standards.

3


http:FYOOI$40.2m
http:FY99/$36.8m

MAR-1'r=1999 1814 PHHS 7 HUH-UCSE ) ! F.yl/us

[P -

FAX TRANSMISSION

» =

|
!
|
The Office of { Child “'unpcn: Enforcement !
Adminisoanon for Childen & Famities :
Deparomenr of Health & Humaa Services |

" 370 L'Enfans Promenade, SW L
Washington DC 20447 - |

FAX ro. (202) 401-5339

A | _
. ;I:Tx‘l; ransmission mszsts of this cover shast p fxs z'me(s)
to:

H
!
i
1
|
I
i
;

om-::g/n/?? | i
o T GOLLP ‘ |

|
:

O\ 524 Tk SO

1o, 20,0229 -

MG Ry Convsesanion)




MHR— 17— 1993

- 2

§20428 Trostment
due dain.

(a) Treatment of expenditures. Expendi- P

tures are conaldered to be made on the g,

date on which the cash disbursementsgs

ocour ar the date to which allocated in §&.
acoordance with part 74 of this title, In &
ths case of local sdministration, the i

date of disbursements by the locally o e

aguncy governs, In the case of purchass 'f’
of services from another pudlic agency,

the date of disbursemonts by such Lode
other pubdblic agency governs. Different ¥

rules may be applisd with respect to a

Stats, oither generally or for particu-

lar classes of expenditures only upas {io

Juatification by the State to the Office

of Child Support Enforcament and ap- {fisce

proval by the Office.

" (b) Due date for expenditure statements, 1% ~

The due date for the subhmission of the
quarterly statement of aexpenditures

ander $801.16 of this chapter is 30 days {,

ifter the end of the quarter.
42 PR 26437, May 24, 3977]

130486 Detarmination
shure of colloctions,

(a) From the amounts of support col-
sctad by the State and retained as re-
mburserzent for A¥DC payruents, the
itate shall refmburss the Fedoral gov-
roment to the extent of it8 particips-
lon in the financing of the AFDC pay- {
ient. In computing the Federal share
{ support collections, the State has
#0 options;

(1) The State may nse the AFDC FFP
e applicable to the perfod in whick
10 asgistance payment was made as
Hows: :

(1) If the 8tate uses the Federal medi-
W assistance percentage under saction
18 of the Act, this percentage ahall be

sod in computing the Faderal share of §

UNections,

(1) If the State uses the compmta~
ms in section 403(a) of tha Act, the
:deral share of collections ghall be
mputaed uzing the rate of Federsl
rticipation in the financing of:

‘A) The individual asaistance pay-
snt: or

‘B) All of the asgiatance payments i1
s saune month; or

2) The State may use the currept
‘a of AFDC FFP aa follows:

*"mmam.zx.
‘Public spwrves of State's

of Federsl g

{isallowanca, deferral and reconsider-
stion of claims for expenditures sub-
mitted by the States, shall apply to all
di tures ed for FFP under
tle IV~D of the!Act. For purposes of
‘tpplying those visions under title
1V-D, Service shall read Office which re-
to the Offioe jof Child Support En-

; which refars to the Deputy Di-
fetor, Office of Child Support Enforce-

t: Regional C oner shall read
Regional Reprasentatives of ths Of-
of Child Suppart Enforcement: and
@O shall refer to the State IV-D
&oncy. . .

&) Public fands, other than those de-
from private resources, used by
the IV-D agency for its child suppert
@forcement pro may be consid-

litions, which establish procedures for .

nal Representative which refers to

§304.40

¢ in claiming
_ where such

¥ to the N—D
| ~ mblio agenoy

‘ IV-D agency
: Igtrative con-

\u) uerdned by the contributing pub-
o sgency as represanting axpenditures
under the State's IV-D plan, subject to
the limitations of this part.

() Pudblic funds used by the IV-D
agency for its ohild support enforce-
maent | may not be consldered

program
. as the State’s phare in claiming Fed-

eral reimbursemenit where such fonds
are; |
(1) Federal funds, unless authorized
by Federnl law to be used to match
other Federal funds; '

@ Used to match other Federal’

(41 FR 7105, Fab, 1T, 1976)
i

EO mehSment of Federal fundx
by ] ts.,

() Basic conditions. When & State has
been reimbursed Federal funds for ex-
penditures claimed under title IV-D,
which iz later determined to be unal--
lowahla for Federal financial participa-
tion, the Stata may make repayment

. of such Federal funds in instaliments

(1) The amount of the repayment ex-
oveds 2 perosnt of the estimated an-
nual State share of axpenditures for
the IV-D program as got forth in para-
graph (b) of this section; and

(2) The. State has notified the OCSE
Reglonal Representative in writing of
its intent to make {nstallment repay-
ments. Such notice must be given prior
to the time repayment of the total waa

. otherwige due.

(b) Criteria poverning installment re-
payments. (1) Ths number of quarters
over which the repayment of tha total
unallowable expenditures will be made
will he determinad by the percentage
the total of such repayment {8 of the
estimatad State share of the anpual ax-
penditures for the IV-D program as fol-

lows: |
i

179 i
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§304.50
of
Totul repaymert mnceaTt B
share of annual EXOENARINE for the WV-D pro- At
oam “"" n
2.5 parcent or s 1
Cunater thars 2.8, but ocd oreade? P 5 e 2
Grastar than 8, but not greuier wrt 7.8 ... 3
Gramer than 7.5, bt wek grastor thm 10 e 4
Grastar than 10, bt not gresser an 18 e &
Cirmatar than 18, but ot grovier thin 20 ... 8
Grogtar fan 20, tnet mot Gremier S 25 e 4
Graatar than 26, tat it grenter ey 30 eeeeeen P
Grogtar than 30, bt st grester thn €75 ... '3
Grogher (han 47.5, bt not grastwr fem 05 ... 10
Gratdy han 06, but not greuter Ben B2.5 s g

{
i
F
£
g
i
2
3
!

The quarterly repayment amounts for
each of the -guarters in the e lt
. ol
lowing percentages of estima sze
ghare of the annual expendi for
the program against which the (reoov—
ery 1s made.

For sach of the following Quaners - net
. theas
0es
iR -1} 25
1 1] &0
81012 175
If the Btate chopses to repay onnts

represanting higher perventages
the esrly guarters, axy scorres
reduction in required minimus

estimated share ahall be the sum

UHHD/HLF—ULSE . ]

45 CRR Ch. III (10-1-98 Edlﬂm)
State on it Qua.rmly Bmwnwnt of.

Expenditures (BRA-0A-41) reports sub

mitted far the last four quarters pre-
ceding the date on which the mgrm
was terminated. !

(4) Repayment ahall be mom:ollahoa
through adjustroent ‘in the .
grants over the penud covered by t.hg'
repayraent schedule, ! g

(5) The amount of the repayment for
purpose of paragraphs (a) and (b) of.
this section may hot include .any.

amount previously spproved for im. .

stallment repayment.
(6 The repayment ‘schedule may. be
axtended beyond 13 quarterly install.

ments If the total repayment amount

axceeds 100% of the. sstimated ame
shmofmnumenmnm

Inthmclmumsmcea t;hecrltamm :

paragraphs (&) (1) and (2) or (8) of this
saction, as &Dmmbe. ghall ba fol«-
lowed for repayment of the amount~’
equal to 100% of the annual Htate
share. The remaining amount of the re~ .
payment shall be in guarterly amounta -
not less than those tor the $th throngh
12th quarters,

(D The amount of & ratmmtive cln&m‘
wbemidastatewmbeomabaeaim
any amounts to be, or already being,

_ repald by the State in instalimenta, .

under the sams title of the Boclal Be-

. ecurity Act. Under this provision the

State may choose to:

() Suspend mmeuta until the retro-
wmmmumdneﬁheﬁtawm in fast, -
been offset; or

({) Continue payments until the re-

' duced amount of its debt (remaining:

after the offset), has boen paid in fall.
This sscond option would result 1n a

shortor payment pez'iod,

A retroactive claim for the )mrpose at._
this regulation is a claim applicable to

any period ending 12 months or more.

prior to the beginning of the quarter In

whiohthamymnntmtobamadeby.
the Bervice. - X

¥R 173, Jau. 5, 1867]

$904.50 humtdmmma. )
The IV-D agency must exclude from ~

42 FR 23885, Juns &, m.g as amanded nt: &'.-\4

its quarterly expenditure claima an .

amonnt equal to: i

180 |

|
)
|
i
|

F.yds/u.3

office of Child Support Enfore

(a) All fees which are colle
ing the quarter under the t
State plan; and

(b) All interest and othe
sarned during the quarter
from services provided upder
gtats plan.

19 PR %712, Sopt. 18, mm
§504.88 [Reserved]

PART 305—AUDIT AND P

a}&.o Scopa. .

5.1 Definitiona.

206.10 Timing and scope of audit
905.11 Audit period,

5,13 Btate commenta.

05.13 Btate cooparation in thos -
aoa.m Effective support en!orc

ans.m-ao&sv [Reserved]
20558 Parformance indicators &

teris
20599 Notios and corrective sot:
305,100 Penalty for failure %o
tive support enforcament pre
AUTHORITY: 42 U0, &
s52(a)1). (4) and (g). and 1302.
SovRcE: 41 FR B5848, Dec. 20,
otherwise noted.

$308.0 Scope.

This part implements t
mente in sections 452(a)4) a
the Act for an andig, at
every thres years, of the e

- of State Child Support E

. programs under title IV-D
poasible reduction in Fe
bursement for a State's tit
gram pursuant to sections
404(d) of the Act, Bect
through 305.18 describe the
tion 806.20 sets forth aundit

saboriteria the Office will ¢
mine program effectiveness
an affective program for pu
audit, Section 305.88 sets fo
formsnoe indicators the Of
to determine 3tate IV-D

feotiveness. Section 305.89

the issuance of a notice ar
action period if a State ia:
Secretary not to have an s
D program. Section 306.100
the imposition of a penalty
found by the Becretary not
an effective program and t-

TOTAL P.@3
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NATIONAL LEAGUE OF CITIES . .

© (R-AR) met.

" Counsel at

- challenge ¢

] DOMESTIC POLICY °Y COUNCIL o @oo2
3, ! !

I
1
o , D
oy ESEA Consul ations: IGA and DOEd w11]1 meet with the staff of Democratic
govemors on gesday to’ consult about our a.ccountability proposal. The NGA.

- TANF: Gove nors Thompson (R-WI), Ventura (Reform-bvﬁ\l) and Fordice (R~

MS), have sent letters to you this week vmcmg their strong opposition to any

. budgeétary cu' in the Temporary Assistance for Needy Families (TANF) funds.
- The NGA is
- the Central

undatmg the Hill with letters opposing TANF cuts as an offset for

erica dxsaster rehef supplemental appropnauon

Arka_nsas/C ild Support Enforcement On February 22, Governor Huckabee

ith senior officials at HHS and asked for rehef from an HHS

decision to deny. Federal funds for several systems-relatcd contracts which the

Arkansas child support efiforcément prograrn neglected to submiit for prior -

approval. The Office of Child Support Enforcement and the Office. of the General
S have, carefully revwwed 'Arkansas' request and have concluded

that there is 0 rehef they can offer. 1 S :

l

i ’ - i

State Sum it on Y2K Conversuon sponsored by the Natwnal Governors

Association; Today I spoke to representatwes from 39 states and the Federal
government who are attending a two day session, designed to share information

. regarding state responses tg the Y2K challenge to better coordinate efforts with

federal officials. Other issues dxscussed included addressing public perception
and state public outreach activities, state working relationships with local
governments and small business, coordmatxon with public utilities and banks,
assessment of health care and water systems, maintaining state regulatory
responsibilifies, and busmess contmmty planning.

IGA hosted a State!Locnl Y2K. Sector Meetmg On Tuesday March 9, we
hosted a meeting with John Koskinen a.nd representatives of the state and local
government sector to discuss the current state of preparedness forthe Y2K

d what additional outreach activities should be undertaken to 1mprove
state, lccal trlbal and federal govemme]:nt coordmanou.

f

To close olit thxs year's Nauonal League of Cities (NLC) meeting, Mrs Gore and |
Secretary Herman spoke to more than 3,000 elected officials from across the

: caunuy on Monday, March 8 Mrs Gore hxghhghted the problem of homclessncss
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' MEMORANDUM F OR THE PRES

N FR{OM

: 'SUBJECT HOT ISSUES--HOPE

"Child Support Enforcement Progra
- and others to discuss the State’s child
~ relief from an Office of Child Support
... systems-related contracts which the Al
- for prior approval as required by HHS

* are no. d1fferent than a dozen or so oth
- . requirement over the past year. ‘Depu
i ‘ﬁJture as to HHS ﬁnal dec1sron (HH

- DOT announced a transportation gran
- assistance from Treasury’s NADBank.
~ groups putting together proposals and
- initiatives should be ready to be annoy

" 'National Designation for State Cen

" Administration (FDA) to designate P
L ‘Center as the nation’s'headquarters fc
e Admmlstrator told Representatwe Di

asked for'$3 mllllOI‘l in its 2000 budg
e mega “labs” being consolidated from
- $13.4 million. The $3 million would
e staff and that the agency will ask for

- Manufacturmg Jobs: Last week e
 manufacturing operatlons in Morr1ltc

- April, resultlng in 400 lost jobs.. Ley

o sponsormg _|ob fa1rs and counsellng i

THURGOOD MARS]
JON P. JENNINGS

Lower MlSSlSSlppl Delta Project R
what the Federal govemment can do fi

where to locate a nat1onal center. Re

another 600 to 700 employees out of

THE WHITE HOUSE |-

.WA.SHI_NGT_ON e
March 11 1999

IDENT

HALL JR. Z’PI -6&»
.ere:r |

|
|
SR
‘WV\
l
ARKANSAS l
m: On February 22, HHS met with Govemor Huckabee
Isupport enforcement program.  The governor asked for
Enforcement decision to deny Federal funds for several
R child support enforcement program neglected to submit
regulatlons It appears that the i issues raised in this case .
er States which have run afoul of the prior approval '
Ly Secretary Thurm will contact the govemor in the near
S) - ' i ’ '
epresentatrve Berry has expressed cons1derable interest in -
or the M1551551pp1 Delta region. In the last two weeks
t for the region and a majorrshoe company ‘has received
Many of the Cabinet agencres currently have workmg
ideas for the region. It is antlclpated that some of these .

unced in the next few months (Cablnet Affalrs)

ter Representatlve chkey has asked the Food and Drug

ne Bluff’s National: Center’ for Toxicological Research

r battling blologlcal and chemlcal terrorism. The FDA
ckey that the. Admrnlstratron has made no decision on
presentative D1ckey also 1nqu1red as to why the FDA only =
et to complete the Arkansas Reglonal Lab, one of nine FDA
18 field labs nat10nw1de The project is estimated to cost -
be used to renovate a burldmg for the lab’s admlmstratlve '
addltlonal money ata later date (HHS) '

VO compames announced they would close the1r B

n, AR. ‘Arrow Automotive's plant wrll cease operations in
i-Strauss also will close 1ts plant in Morrilton, puttmg
work Various Federal, state, and local agencies are
)rograms ‘Acxiom’ Corporatlon recently announced a major - '

h
P

|

i
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‘ 'expansmn of 1,200 jObS for compute

¢ science employees Unfortunately, thrs has httle orno:

- impact to sewing machine operators at Lew-Strauss orto Arrow s factory workers makrng ﬂoor

s proceedmg to destroy by 2007 the
+ munitions.” The Pine Bluff Fac1hty s
- -of such'weapons. EPA’ s prmmpal g
for the incinerator that ensures public

‘mats for plckup trucks (DOC)

Chemlcal Agent Drsposal Factllty

1ssued a joint final permit to the Arm

Under Congressional mandate, the‘Department of the Army
U.S. stockptle of chemical agents and agent-filled '
the fifth facility constructed in the U.S. for the destructton
le in relation to the Pine Bluff Facility is to issue a perrmt
health protections. On January 15, the State and EPA"

y for construction of the incinerator. Several nat1onal and

. state ‘community and environmental groups have appealed the permit issuance, however '

S \Ado.ptions: : On February 26, the AR
. adoptions of foster children. ‘The bill

' both parties agree and would allow th

. received as foster parents. The bill i
R foster. parent s home a mmlmum of s

- V;Bentonvnlle Manor Nursmg Factltty
" recommended to Federal authorities th
' - for failing to report the assault ofane

~- continue working < and. allegedly abu
- before being fired: If the deficiencies
~ - could lose its ability to receive Eedera

constructron 1s authortzed to proceed

- ~Med1catd Plan Amendments Dtsap
" submitted June 30, 1998 revising the
'dlsapproved by the HCFA Administr

durmg consxderanon of the appeals by the State (EPA)

Senate Judtctary Comrmttee approved a b111 to ease.
would allow a judge'to make an adoption immediate if -

e adoptlve parents to continue to receive any subsidies they

1st now-go to the Senate. Currently, a child must be in the
months before the ch1ld can be adopted (HHS)

roved Three proposed Medtcald State plan amendments ..
ate-settmg methodology for nursmg home rates were -
tor on February 8. The AR General Assembly passed

legislation, prov1d1ng for three rate indreases. : The legislation was, etoed by thé governor. The

AR General Assembly overrode the v

o vvamendrnents to increase the rates. Th
~ . which directed the Med1ca1d Agency

to.. The Medicaid Agency fatled to submit plan ‘
nursing home: industry then won a decision in State court,
o submtt three separate plan amendments (HHS)

The Arkansas Ofﬁce of Long Term Care has |

jat Bentonville Manor nursmg facility be fined $330 000

derly resident by a nurse’s-aide who was allowed to

sing nursing home resxdents -- for more than two weeks

cited in the report are not corrected by Apnl 5 the fac1hty

ﬁmds for low-lncome re51dents (HHS)
- . l .
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