
WithdrawallRedactidn Sheet 
Clinton Library 

DOCUMENT NO. SUBJECTffITLE DATE RESTRICTION 
AND TYPE 

001. memo Bruce Reed and Elena Kagan to the President re: DPC Weekly Report 
(partial) (l page) i 

04/03/99 P5 

002. fax Jim Ivery to Rice re: Talking Points on Prior Approval Issue (3 ~ages) 
, , 

02/19/99 P5 

003. memo Terry Coleman to John J. O'Shaughnessy re: Prior Approval for I, 
Granting Federal Financial Participation for State Automatic Data 

I 
Processing System Developments and Application (attachment) (5 
pages) , 

05108/95 P5 

COLLECTION: 
Clinton Presidential Records 
Domestic Policy Council 
Cynthia Rice (Subject Files) 
OA/Box Number: 15428 

FOLDER TITLE: 
Child Support Enforcement-Computer Systems-Prior Approval 

rxl5 

RESTRICTION CODES i 
Presidential Records Act· [44 U.S.C. 2204(a)] 

PI National Security Classified Information [(a)(1) of the PRA] 
P2 Relating to the appointment to Federal office [(a)(2) of the PRA] 
P3 Release would violate a Federal statute [(a)(3) of the PRA] 
P4 Release would disclose trade secrets or confidential conunercial or 

financial information [(a)(4) of the PRA] 
P5 Release would disclose confidential advise between the President 

and his advisors, 01' between such advisors [a)(5} of the PRA] 
P6 Release would constitute a clearly unwarranted invasion of 

personal privacy ((a}(6) of the PRA] 

C. Closed in accordance with restrictions contained in donor's deed 
of gift. 

PRl"f. Personal record misfile defined 'in accordance with 44 U.S.C. 
2201(3). 


RR. Document will be reviewed npon request. 


Freedom of Information Act - [5 U.S.C. 552(b)] 
I 

b(l) National security classified information [(b)(l) of the FOIA] 
b(2) Release would disclose internal personnel rules and practices of 

an agency [(b)(2) of the FOIA] 
b(3) Release would violate a Federal statute [(b)(3) of tile FOIA] 
b(4) Release would disclose trade secrets 01' confidential 01' financial 

information [(b)(4) of the FOIA] 
b(6) Release would constitute a clearly unwarranted invasion of 

personal privacy [(b )(6) of the FOIA] 
b(7) Release would disclose information compiled for law enforcement 

purposes [(b )(7) of the FOIA] 
b(8) Release would disclose information concerning the regulation of 

financial institutions [(b)(8) of the FOlA] 
b(9) Release would disclose geological or geophysical information 

concerning wells [(b)(9) of the FOlA] 





CCI)' e0 
?t~ed 
t<pQa (l 

THE WHITEHOUSEvcdc~tc~ 
WASHINGTON 

April 3, 1999 

MEMORANDUM FOR THE PRf,SIDENT 

FROM: 	 Bruce Reed 
Elena Kagan 

SUBJECT: 	 DPC Weekly Rtmort 

1. ~ealth Care - Democratic Patients' Bill of Rig4ts Event: You are scheduled to 
join Democratic members ofCongress in Philadelphia on Fridiy to highlight the need for strong, 
enforceable patients' bill of rights legisiation -- 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 

I 
event, you can announce an Internet-based petition, which is intended to attract over one million 

. 	 I 

signatories, in support ofa strong, enforceable patients' rights bill. You also can announce the 
OPM "call letter" that takes the final step in requiring <\11 participating FEHBP insurers to come 
into full compliance with the patients' bill of rights. .. I . 

~ - 2. Health Care - Medicare Annual Cap on Reha~mtative Services: You recently 
~'~ asked about the $1500 annual cap on Medicare payments fot outpatient physical therapy and 

((f;:'-f4...., other rbhabilitative services, This cap w~ included in the Baltfuced Budget Act at Congressman 
er;"J{t\ Thomas's insistence; we had opposed it for fear that it wbuld have an ~dverse impact on 

\ such an Impact, pomtmg to a recent study showmg that almost 13 percent of ~9Jcare 
4t.. beneficiaries incur si 'ficant out-of- cket ex enditures as a r.esult of the cap. Senator Grassley 

. I~ has proposed legislation that would allow Medicare beneficiaFies to excee the cap if they have 
~ an illness that cle~ly.requires. additional ~erv.ices.. This .pr~posal, however, may prove very ~ 	 . , ~&~ostlY; we are sconng It now as well as revIewmg alternahver ." 

,~~ 3. Health Care - Medicare Toll-Free Line: HHS instituted on Thursday a new 
~,'\ 	 nationwide toll-free telephone line, l-800,MEDICARE, to ~elp Medicare beneficiaries learn 

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 g~t information about the Medicare 
program generally and/or about particular Medicare health plians 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 ebsure 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 ju~t a few examples: the Oklahoma 
legislature is considering using the money to eliminate highway tolls; Louisiana's governor has 
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. ' • .' i, • 

'proposed paying off state debt and funding gene therapy research with-the funds; and Rhode 
Island's govemorhas proposed using the first installment to balan~e the budget (which has set off 
a fierce debate in the legislature), In addition~ many states purporiing to spend the tobacco funds 
on public' health or tobacco use prevention are merely supplantin~ current spending, effectively' fs (r' 
freeing these funds for other uses. The public health comml,mity so far. has been utterly :::>-' 

. ineffectual on this issue,. but we hope participants .in the m~eting emerged with a better 
understanding of the political situation we face and some more effective strategies for dealing 

. with it. . '. . ' . I.. . . 
. . , 

. 5. Tobacco - Oregon Verd~~t: A jury in Oregon lastwe~k ordered Philip Morris to 
$81 million in damages (including $79.5 million in punitives)to the family ofa man who 
of lung cancer after smoking for 40' years. The verdict was thellargest ever against a tobacco 
company, exceeding the $51.5 million verdict awarded by a California jury against Philip Morri ' 
earlier this year.' Shares of tobacco companies fell sharply this ~eek as a result' of the verdict. 

" . . i 
6. Welfare -:- Child Support Computer Systems: YO\l recently asked about an HHS 

policy denying federal reimbursement to states that entered into ,contracts for child support 
child welfare computer syst~ms without first receiving federal approval. HHS has applied thi 
policy strictly, refusing federal payments even when the federal government clearly would 
approved'the contracts. In the past, HHS has denied federal fund~ to California, Hawaii, :Kansas, 
Nevada, and Pennsylvania on these:grounds. In recently reviewing this policy, however, HHS 
officials discovered that it is in conflict with the,departmentis current policy on Medicaid 
computer systems -- even though the two policies are interpretations of the same regulation. 
When it comes to Medicaid computer contracts, HHSprovid:es reimbursement even in the .~ _~ ~ 
absence ofprior appro,;,al i!'the contract meets depar:mental requfremertts and,the state instit~tes ~ 
control$ to ensure that It will seek advance approval m the future. HHS offiCIals are now trymg 
to reconcile the two policies; they probably will decide to adop~ an agency-wide policy similar . 
to the policy that now is applied in the Med~caid program. I' . 

. I 

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 f8JIlilies are 
seeking help from private food banks: We are working to address; t?~se issu~s on two fronts: ~rst, . 
to ensure that states follow the current food stamp law by providIng.asslstance to.allehgible

• • " i '; , '. " ,: . -, ,. 

individuals who seek assistance; and second, to develop and implement new initiatives to make 
the food stamp program more accessible to working families. I·' . 

, . . 

. . . . , I . ' 
We have taken numerous steps in recent months to ensure that states follow the food 

stamp law. USDA has launched a number of investigations ofstate and local practices, including 
an inquiry in New YorkCity which found thatlocalwelfare officbs were not allowing individuals 
~p.£.lyJor food stam s on their first viSIt to the office. (USDAiissued a formal wammg to New 
York that it would impose penalties'ifthe city were to contmue . ese practices; around the same 
time, a federal district court judge issued an injunction prohibiting the practices and requiring the 

'. I 
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city to submit a corrective action plan to the court.) USDA alsoihas issued- formal guidelines to 
all states reminding them of their obligations under the law. ! 

. . I . . 
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 as'sistance. In part, this is because 
individuals with earnings are eligible for far less in food stam~s and may decide the amount is, h 
not worth it. In part, it is because individuals need to report earnings to the food stamp office, I-,I;a.~~ 
and working people often find it hard to get to the office dUrinf open hours. . ?)/~J~~\« 

We are currently working with USDA and OMB to d~vise administrative proposals to 
help address these and other potential barriers, and we hope to provide you with a set of ~ 
recommendations soon. Our biggest problem will be cost: t~e most effective administrative 
proposals are likely to cost several hundred million dollars, ahd OMB's policy is to insist on ?\ 
equivalent offsets from the rel~vant department. In addition, iwe will be working to enact the Q1t!xt . 
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 outreach activities) and to expand the It1 :4 
class of legal immigrants entitled to receive th~s benefit. I ~ 

8. Education - Workforce Investment Act Rule; OMB and DPC have almost ~ ~ 
~ completed work on the Department of Labor's interim final rttle to implement the Workforce ~~ 

r, _: • rule will assist states and communities to develop a network ofOne-Stop Career-Centers (at least 
~ 2,500 upon full implementation) to provide a wide range of 6mployment services to both job 
~R..iiJil.i seekers and employers. The rule also will implement the Act's provisions on Individual Training 
~ tJ ~~. Acco~nts, wh!ch will give individu~ls ~cc,ess to quality }~b ~~ining ?r?grarns of their choice. 
t9... ~ ConSIstent WIth the goal of consohdat1l1g and strearnhrung !job. trammg programs, tl:}e new 
V~1lJ.; regulation is approximately half the length of the rule it repl~ces. The department consulted .. 

broadly with state and local governments, key Congressional cdmmittees, and other stakeholders 
~~ in developing the rule, and we expect it to get a good reception. ~.~ -- I 

-.....::::.' . 9. Drunk Driving - .08 BAC Studies: The 'Departrn~nt ofTransportation released two 
independent studies last week on the effect oflowering the illegal blood alcohol concentration 

. - I 

(BAC) from .10 percent to .08 percent. One study estimateq that .08 BAC laws resulted in 275 
fewer fatalities in the 16 states that had these laws i' . ves could 

• . - i 
have been saved If all 50 states had .08 laws. ~ s.econd, II-state study found that .08 BAC laws 
were associated with significant reductions in alcohol-related f~talities in five of the states studied 
(VT, KS, NC, FL, NM), with two other states (VA and CA) registering reductions following the 
adoption ofboth a .08 BAC law and an administrative license rdvocation (ALR) law (under which 

, I 

police immediately suspend the license ofa drunk driver) and the remainihg four states (UT, OR, 
ME, NH) showing no statistically significant changes. The GAO is planning to release in June 
a review of these and other existing studies on .08 BAC laws; as required by the transportation 

I 

I 
I 



4 I 
bill you signed last year. We expect that th~ GAO will criticlze 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 wit~ ALR laws. . 

;_.r,. 
,. 



• • • J. Eric Gould 04/12/9909:17:35 PM 

Record Type: Record 

To: Cynthia A. Rice/OPD/EOP 

cc: 

Subject: Child Support /FFP Prior Approval 


HHS now has a preferred policy option for FFP prior approval, which will 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: I, 

1. 'State action was inadvertent;' \ 
2. The contract would have been approved if it had been submi~ted on time; and 
3. The request is made by a high level state official to a high lev~1 fed. official so that this is not a 
normal means of business the normal course of business. \ 

, I 
At this point, the trick is announcing and implementing this policy prospectively so to pick up 
states where a final adjudication has not been made but where o~her states can not reach back and 
expose HHS to liability. \ 

IThey are taking this option to. Kevin this week. 
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Record Type: Record 
I 

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 
bcc: 
Subject: Re: NEW Update on ~rkansas child support ~ I 

I 

Very interesting--it is al~ays amazing how if you keep askind questions, you keep finding out more. 
Keep me posted--and I'll just let Him know that you all are wbrking on it, and pushing hard on it. 
Cynthia A. Rice·' I 

I 

I 

I 

i 

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

Record Type: Record 

I 

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

bcc: 

Subject: NEW Update on Arkansas child support [ill] , 


I 

In response to our questions, HHS has discovered an embarr!asing (to them) fact but one' that 
should help us provide the President a response more to his liking: Since 1992, HCFA has been 
interpreting the same regulation differently in Medicaid case~ than ACF has been for child support. 
HCFA has been aI/owing federal match for computer systemk without pr.ior approval in certain 
limited circumstances (if the transaction would have been approved had prior approval been sought

I 

and if the s,tate agrees to institute controls to ensure prior approval requirements afe met in the 
future.) Rather astounding that they didn't discover this bef:ore 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 IArkansas, they may be subject to 
lawsuits from states they've turned down in the past). We'ye suggested some other possibilities 
too (using TANF, or SSBG funds, spreading payments out ov'er 10 quarters) for which they are ., 
examining the implications. 1'1/ push them and keep you poJted. Call me if you'd like to discuss 
(62846) " . i 

Cynthia A. Rice 
\. 

Cynthia A. Rice 03/18/99 12:33:: 15 PM 

Record Type: Record 



To: Maria Echaveste/WHO/EOP 

cc: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP. Laura Emrhett/WHO/EOP. J. Eric ~OUld/OPDiEOP 
Subject: Update on Arkansas child support I' 

I 

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

President but are pushing HHS tQ come up with some more nrsponsive options. 


, I 

Here's where things stand. 


, , I 
HHS policy since 1986 has been to deny federal match for contracts for which states have not 
received prior approval. They have never ~ade an exception 1-- in fact during the last year, they've 
taken this position with California, Hawaii, Kansas, Nevada, p:ennsylvania, South Dakota, and West 
Virginia. The contracts under dispute are for child support computer systems. The rationale for 

I 

requiring federal approval is to ensure the contracted services meet basic programmatic 
requirements before the f.ederal government commits to pay ~6 percent or more of their costs. 

Arkansas does not dispute that they didn't submit the contract for federal review early enough. 
But they've asked that the penalty be reduced or waived. H~S 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. I 

- , 

As I said, weare working with HHS to develop some better options ASAP -- we'll send you more 
on that shortly. One ,issue to consider: there is apparently a~ on-going FBI investigation of child 
support contracts in Ar,kansas, related to contracts being awarded to members of the state 
legislature. The Lexis/Nexis search I did pulled up dozens ofi,articles 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 surrounding this investigation, the legislature 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. 

, 

I'm not sa~ing that I have any indication that 
,there's a connection between the contracts for which the state didn't see federal approval and this 
investigation" but I just wanted to flag for you that the issue of child support enforcement contracts 
in the state is under a great deal of scrutiny right now. i 

I 
" 

Message Sent To: 

Maria Echaveste/WHQ/EOP 
Bruce N. Reed/OPD/EOP 
Elena Kagan/OPD/EOP 
Laura Emmett/WHO/EOP 
J. Eric Gould/OPD/EOP 
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Ht)elth Care • .~ (l. DEPARTMENT OF HEALTH~ HUMAN SERVICES Financing Adminismnion 

-I·St i Memorandum 
Oat. 

, Refer to! FMCll 

DirectorFrom 
Office of Medicaid Management, . 

i 
Subject Retroactive Approval of Transactions Requiring Prior Approval-ACIlON 

1 . 

I 

All Associate Regional Administrators i


To IDivision of Medicaid I 
, 

This memorandum prescribes Health Care Finanhmg Administration (HCP~) policy 
in administering Federal requirements for Medic~id State agency transactions when 
mandatory HCF A prior appr~al was not secure4. 

. I 

The Department of Health and Human Services (HHS) Grants Administra.tion 
Manua! (GAM), ClIapter 1·105-60 B.l (Auachment) pro\lidcs ~at a transaction 
requiring priorapproya) under the provisions of ~n award may be approved 
retroactive!~ 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 to 
institute controls to ensure mat prior approval requirements are met in the future. 
The Departmenta) Appeals Board (DAB) held in: Decision ·No. 1340,. dated June 19 
and previous decisions that the HHS GAM autbo,rlzes retroactive approval in lieu of 
the prior approval required by the applicable regulations and manual issuances. 
The DAB also held that tbe agency must articulate arcasonabJy persuasive 
substantive basiS for denying retroa~ve approval.! . '. 

Please advise aU the States in your region that HtFA is adopting the policy 
contained in the HHS GAM regarding retroactive, approvals of tral15Bctions. 
However, we must emphasize that if States do nOf :implement policies to ensure that 
prior approval requirements are met, as nOled in (c) above, the costs of all 
subsequent procurements will not be reimbursed. IWe recommend· that whenever 

! 

CD Clx.\",~ 0- .:itJrJg!.-~---tfQ~\.c.. 1) ~'?t &.~~......:.. 
i ' 

(jJ ., •• ~ .,0-:1:- ~ f- ~A-"""" 
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i. , 

this situation arises you fmmaJly DOtify the State. that eorrective action is necessary 
and that aU subsequent prior approval requirements mU5t be met in order for 
Federal financial participation to be available. ! 

I 
I , 

If you have any questions re~giJ:d!'ing this ma~J plFase contact Wanctah Soden of 
my staff at (410) ~3273. 

Attachment ' 

cc: 

All Regional Administrators 
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HHS Staff Manual for the Administration of ·1 

Grant Programs 

, 
.1 


laaued by The Office of the Secretary, Assistant 
.Secretary !or"Management and~Uda.t 
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I 
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dellial' vitb II'&1lteel while a!lodin. ita ......~,tinR 'Iencie. luffieieat 
nlzibUlt,co ..c••• their ''"011'.... in .ccorda"ce withth. apatific 
requir..ent, of tbeir prolr.... '11'Ie ,oliclea V,ill ..,l1l1ia. technique. 
vhich ..,.e de.i.IC'~ to ,ennlthea Kr.nc•• ia.dt~ti.on. In.ul to p~ovidl! 
iac~ntive. for i.proved ..a.....ne. The, _ill ••..,11,' the pal'tDal'.hip 
relltioD beevee. the Depal'~nt .nd the ,reat.1II1 communc, by actemptinl 
CD Itrike •. ,'toper balance betWH. tbe I'equit'..nta of accou.ubility 
and the. ~c••• 'ty for free4an aDd fleaibl1itJ t~ purlua ,1'0.l'a. obj.eci~.I. 

! 
APPLlCA!lLITY. ~...teri.l iecht. Maaual i. applicabl. eo III Ir.n~inl 
i..end.1 of the Deputlle1lt ua.l ... otharvi...petifled." 

.\ 

AtlTHOl.lTYJ'Ol IS9llARCi.. Ch,p~'l'.AMG of the. OrI.Dbatio. )fanual.


{ , . I,. 

http:ia.dt~ti.on
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1 .. 105-60 1J.ESOLUTION. OF MONETARY FINDINGS . . 	 I 


i 


A. .G-m~,alRule! on Cast AUo••brut, . \ 

J. 	 Exeept u otherwise provided in Su~etion B 01 this section. an 
~ec1sions to allow 01' cUsanow casts must be billed JOlely on Whether 
tbey 11ft allowable or unaUo".ble unde~ the IpplieabJe ~ principles 
and other proYillUmt of the ."'&I'd5. . ~otlon OfticfAIs and Approrihg 
Officials (see. SubplU'lSgraph 1-10S-120A.l.b)bave· responslbWty and 
authority (subject to appea]) for de1erminlftl wbethereans are . 

. 'aDowable or unallowable, and for determining the dollar·amount of any 
unallo",able e~stl.1n rnakinS' theseI determinations, ActJon and 
"Approving OffIcials have IIOmll! dlscretlo~ on matters of interpretation•. 
However. IUdl. discretion doel notin~lude the author.!ty to lKnor!! 
appDcable JaWI, reculatlons or pollcles; or authoritative interpretations .. 
issued by the oourts, GAO. the OffJee of (jeneral Counsel, retpOnSlble 
polio)' ottioa ar other.ppr.ia.~e au~i'Cies. . 

, 	 I . . 

2.. In the resolution ot the fiQdInp, a cI8ardistbmtionmult be made 
.butween the determination of whether a eost 11 I.lJowable or 
unallowable and the IIctual collectIon lot a diaaDowenae.. As DOted 
.boYe, Action and Approving Ottlcials have the BUtbOI'JtJ to determine 
whether a eost·1s allowable or un.no·weble Dnd haye lOme Gisc.etlon in 

I ~, •. , 

making this determination. Ho..,ever, Jf" determination Is made that a
eost is unallowable. the Action and Approving OfficialS do not have the 
authority to ....Ive" (forgive) coUeetionl ot thectlsalJonnce. These 
dfsalloweneu constitute elAims by the .Government. and ma,. be waived 
or reduced only UDder the limited eondlt~oru: presarlbedin tile. Federal 
CJalms COllection Act (Public Law i 89-508) and Implementlnr 
procedures (see General Admlntttr8tion M,l.nual Chapters HO, HO and. 
....,0). : . . . 

3. 	 ~ determining wbethet'a east Is Illowabl~ or unallowable, taotors ... eh 
as the ,GOd faith ot the organization, ItslUecessf'1.1J aceomplllhment of 
program objeeUve8 or' itl Jporanee I ot ttle provilions of the 
awards,although Important tor othlD" purposes, Ibln not be used .. a 
bull for allowlnJ colts whlob are unaUor-vable under the .provislons of 
the .wards. ft. organization's IbWty to rnake restitution abIo hl. DO 
bMrlnJ oft the aDowablUly of aOOlt, but should be eo~ldered. where 
neecSSUJ, In estabUshIng recovery. perIods and In determlnlng_bether 
lber. Is ju.tltleatlon fol' redu~fnl or waivfrc coUectlon.ot a c:lalm under . 
the Pederal Claims ColleetloD Acta.nd Implementll1l proeedUreL . ., 	 I • 

J 
. \ '~ll!eptlONI 

" . 
As stated In SubseeUon A ot tNs Seet!on. the deeJslon to aDowor dlsaUow • 
cost must be be blUed OD Whether It II .Uowab~.under the provlstons of the 
award. Tber~ are two sItuatIons, .however, where an exeepti~n to this rule 
may be perm'tte,cL, . . . . .: '. . . 

, 	 f 

! 	 I 
I 

I 

I 

\ 

I 
I 

http:coUectlon.ot
http:ItslUecessf'1.1J
http:e~stl.1n
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L 	 11 • 1ra.etlbn requiring pl'iot approval under fbe provisions. of an 
award II questioned beaause the approval "as not requested. the 
tr....ction may be approved retroactively. Retroactive approvals may
be Iranted, however, only wherea' ! 

I 

a. 	 The tI"1IIIIIetion would bave been aPPrOVed had the Drlanlzation 
•.quested approval in adv~e,e; i 

b. 	 The v.nsaetlon Is approved by an otlieial who Itu the authority to 
grant lNeh approvals (usuaU, the p'a.,ts officer or tlte contracting 
officer); and 

c. 	 The orpnlzatlonagrees to mstltutecontrols to ensure that prior 
approval requirements are met In the future. 

i 
~. 	 I .2•. 	 In truly esceptlonal cases, .where strict adherence to an original 

provtsion of In award would result In a eJear Inequity to the 
at,anization. the prov.blon may _be~at~ed. 1be~ ••ivers may be 
I'ante~ only In hJrhly unusual SItuations: and onJr where aJl of tbe 
toDowmar conditions are mete . 

a. 	 The provision is not mandated by law; : 
I 

b. 	 The' waiver is granted by the officia~ who has authority over the 
pra1fisloft (usually the I!'Bl'Its oftieer or the contracting ofticer) and 
II approved by 8 higher level official (unless lbe oririnel orricial is 
the head 01 the OPDIV);: : 

I 
I 

c. 	 It the waiver constitutes AdeviatiDn from an established regulation 
or policy (e.r-, 4S C1RP&rt 74. the Grants AdmlrlistraUon Ml.nuaU. 
It is approved under applicable devlatf.;tn control procedures; and 

• 	 I 

d. 	 ' 1be Ottice of General Counlel hueoneurred that the waiver is 
'leIaL ! 

I 
, 	 .,!c. 	 petermtnations IlId CometaUon of Dollar Amounts 

L 	 General : ,. 
< 	 I 

Aa IndleAted In Subsection A of til.. Section, tJle Aetlon OffIcial II 
responsible tor determfnlnr wheUler COlti .re allowable or unUJawab1e; 
and tor determlnlnl the dollar amount of: any unaDowable eoItL To 
make ttle.. determinations, the Action Oltkfal mull haye a clea, 
understandin, of the eppUceble reruJatloni. the auditar's fIDdtnp and 
the orpnizatloD" polA~fon on the lindlngs;: and lhouJd obtain "hatever 
addftlonal1lntormatlon he/she teell Is ne~.ary to reach an fntormed 
eonclu.tlon. em the 1I...&.' I .I 

I 
J<: . , 
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~<5't Memorandum 
,Date . JAN 25 1993 

DirectorFrom 

Office of Medi~aid Management, MB 

I 

I 

Subject 	 Retroactive Approval of Transactions RJ,qUiring Prior 

Approval (Your memorandum, l2/29/93)--I~ORMATION 


To 	 Associate Regional Administrator I 


Division of Medicaid 

Denver, 


On November 3, I wrote to all ARAs for Medicaid concerning
enforcement of FedeX'al "prior approval"irequirements. I , 
advised that we are adopting the policy' currently found in 
Chapter 1-105-60 B.l of the Dep~~tment's Grants Adm1nis~ation 
Manual (GAM). Tha policy 1s that a transae~!on r~quiring prior
approval may be approved retroactively if Cal 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 stateiagrees to instifute 
controls to ensure that prior approval requirements axe met in 
the future. In effect, the poliCY permits us to give a State 
one bite of the apple: any subsequent violation would trig-ger
disallowance of the related costs. . i ' 
Your memorandum seeks clar1fic:ation on several points related 
to the new policy. First, as you surmised, the policy
described above is applicable to both ADP and non-ADP 
transactions 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 doea not 
modify any of the prior approval requi:r~ments found 1n law, 
regulations or policy. Rather, it addr$sses HCFA enforcement 
where, prior approval violations surface.1 As you are aware, it 
can be difficult to support disallowing ithe entire cost of a 
State acquisition on the basis solely that the State failed to 
obtain HCFA'sprior approval. It is another matter, of course, 
if we decide the transaction would not h.ave been approved If 
submitted timely,' or if HCFA in fact,cten!!ed approval but the 
State proceeded w1th the acquisition anyway. We would consider 
all relevant circumstances in eaCh instance. For example, we 
could decide to deny the one-time retroactive approval.!f
convinced the State intentIonally ~ailedi to seek HCFA prior
approval on the particular acquiSition, 1ft order to take 
maximum advantage of our "one 'bite" poltcy. Ho one-time 
retroactive approval should be granted 1~ any instance prior to 
HCFA receiving the State's formal assurance of future 
compliance. ! 
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Your memorandum asks about the applicab11ity of the GAM 
generally to .,Medicaid, since it has bee~ your understanding 
that the GAM applieD only to discretionary grant programs. It 
is true that the GAM is designed primarily for discretionary 
grants. However, the Division of Grants Policy arid Oversight 
in ASMB/HHS, which is responsible for.tb.e GAM, notes ~ha.t 
sections of the GAM are applicable to m~ndatory or entitlement 
as well as to discretionary grant programs: a statement at the 
begInning of each GAM' chapter inc11c:ates! its coverage. Chapter 
1-105, for example, is applicable to al~ audit findings. The . 
dI·rector of that d1v.1sion 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. T~e ASKB announced last 
fall that the GAM will be replaced overi time by a ser1es of 
ASMB "Grants Policy DirectIves". The ASKB does not anticipate 
changing the policy on prior approval violations, except to 
milke more explicit its applicability to! mandatory as well as 
d1scre~ionary qrant progr~ms. 1 

J 

Again, our new policy reflects our desire to balance equity and 
reasonablenes$with cons1stent~ effectiye enforcement of 
applicable priOr approval requirements.! If you have any 
further questions, please doroSita~e to call me at (410) 
966-3254. . . • I 

. 	 <k"~ MJJ~ 
David ~CNallY / 

. 	 , 

CC: 	 ARAS, Division of Medicaid 

Regions I-VII, IX-X 


Charles Gale, Director 
i
I 

DivisiOn of Grants Policy and overs~ght, ASMB 
I 
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'I'• J. Eric Gould 	 03/12/99 06:40:00 PM 

Record Type: Record 

, To: Cynthia A. Rice/OPD/EOP 

cc: 	 I 
I

Subject: HHS 1Prior Approval I 
I 

, i " 
Kevin, Thurm wants to inform Gov. Huckabee next week thaT HHS was unable to, find a,legal basis 

forprbviding prior approval for the contract costs. Howev:er:,the official denial of the FPP will not 

occur until this summer. I ' , 


Questions we need to look at: 

i 


, I 

. '..' , { , ! ! 


1. D~es.~HS have any permissive aut~orityto allow the FF,t1~e State suggests that the law 

HHS IS Cltlp1!ll st,ates, that they "may" disallow. wJ-oAJ:o~ ~'fr wv.(~ ""'fV'7n' , 

, -)-'~~wao'fr~ln~~~~ " ,r", 

2. Is this a situation where the letter of the regulation actually could al,low for relief but Grants 

. " ,'I . 	 ' , 
Appeals Boards decisions have ruled differently? ,', I 

3. 	 If the ruling itself is nonnegotiable: 


, . 

,A., Is it possible to impose a reduced penalty? 

, B,. Is it possible to let the formal disallowance stand but not irnpose a penalty at all if the state 


does not appeal and complies with federal requirements. ' 


",i"
4. Since it's not really a penalty'but the withholding of reimbursement, what alternatives exist to 

" " I 

spread the costout over time, i.e., over whi:ltperiod of time!could we spread reduced federal 

contribution's to child support enforcement, administrative payments (in 1996, Arka~s,!: rpceived 


JI.$19m in fed. admin. payments)?' )~~ '(Y\\ ..1 ~'y VV"}. /1 U <j 1'f{oV' 


Llc",,, , " ~~VI~ s~~V " 


<;, ~ /-t«5 ~{k-ti ~jr~~31./~-~ ~ 
r nr ~. l,. i+'" 1 1/ 
, 'Ii'~, 1{?4 ~~0~5Y~01V1! Ii 


. ... ... ... . I ... .. · . 

~~~~~~~ 
.0./\B.. v.AYv-h 	 ': ' ,

"," - ," 	 ,I ' 

.. ~;~ -7tltfS ~rn::fdc;;~~~. s,her /'itJ:. 

.1'~v-b ~nJ1~ .. 
" ' " r" , ' ", 

, I ' 
. I 
I 
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. This Facsimile is from the 
I 
I 

'Administration for Children and Families 
370 L'Enfant ptomenade S.W. 
Washington~ D.¢. 20447-0001 

[)ate:~ J(,llf~ 

This transmission consists of tIri~ cover pIlL<; ~ ;;;...0pages 

I 

Ftom: K'VLSh"" S,. eke.rt~~ 


I • 

Phone: ' Phone: 

i. 


Administration for Children and Families 
.Phone: 401-9200 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 ORTA n'>J REQUIREDi FEDERAL PRlOR APPROVAL 


i 

. :', 

... 
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Office of ChiJd Support Enforcement 

Denial of FFP BCl:ause of State's Failure t6 Obtain Prior Approval 


(during the past 12 months)
. .~ 

Arkansas- June 15, 1998, also Fehruary 1998 and Septemoer 15,1998. -- Denied approximately 
$6.5 million in contracts and contract amendments submitted after their execution and. in some 
cases, after completion of the contract. , r 

. ~ . ! . 
Califomia- Ju1y 28, 1998 . Denied California's request for $11 million for a contract 
amendment f'Or SACCS transition costs that the State nev~r submitted for prior approval. 
California's lawyers have spoken to Robert Keith ofOGCand we are awaiting the additional 
documentation that they prornised in the teleconterence catl and follow·up letter. California 
argues that this contract actiou was not an amendment subject to prior approval. 

Hawaii - May 11, 1998 - OCSE limited FFP for three different contract amendments submitted 
after their execution to costs incurred after the date of OCSE's approval. 

. . ! 

Kansas -- Dee 4, 1998 - The letter specifies that the.FFP ~pproval is from date of letter forv,:ard 
but that OCSE cannot retroactively approve task orders is~ued prior to OCSE's approval, nor 
approval funding for costs incurred prior to this date. ~ Dol~ar amount not determined. 

I 
" 

Nevada - August 5, 1998 - The State submitted two ameridments after their execution. OCSE 
limited FFP to costs incurred utter the date of its approval! Amount not detennined. ' 

Pennsylvania - July 2. 1998 u Request for rcconsideratiori of earlier decision limiting funding 
for a contract to costs incurred aftel' date orapproval. Appeal denied. , 

i 

South Dakota - October 21, 1998 OCSE didn't deny any FFP, but reiterated our policy on master 
contract.. and waiv~r of prior <.tpproval for future ta.<;ks.! ) 

. I . . ~ 

West Virginia - November 16. .1998 -- In this letter, we in~iuded a remind,er that we can't 
approve FFP for costs incurred prior 10 the date of this approval. It appeared likely that WV had 
incurred such costs; amount not yet determined. ! 
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PREAMBLE TO 1986 RULE REITERATING HHS' PPSITION ON PRIOR APPROVAL 

I, 
., 

I 
i 
I 

" 

I ' 

! 

, , 
I 

I 
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".......~oItbe 
NPJtII that .... ADI ,.!bll'~ _ ~of 
dut 1Ilteri1Q FlrW lluiII WJU be DUWiAMd 
by DHHSat a 1&_datal 
D......~Da_'lIIII. ........ 
Fin.l .................~· 
%I.S....n.ClDI_...I&~f.. tMae 
~ allll!llldll.tIOdQe.,_ 
lhtnr publicaliOSllD dur.J:............ 

loG" I~..tuiuid De 

larwtmiad to: ~ 'a~.Hob. 

DepIIlyJ\aadI'IaDl Ser::rftIuy fur

MaDIIII:IMm AnIItv.* _ &, 1 , •• 
Hubert H.~.,;1-. bOlD 
11C._~A.....SW_ 

W..........DC.3II'8L· ; 

".......-...0 Il'..... COIII"IIC1': 


Rori"-rc."~ 
......-,....,...wnlOlI:1'hlw 

lnterilaB Anal Rale ~ t 95.105 to 

Ildd tbe defU\llion af tbIlterm 

~em::J.ittJf:"",~ t W.tD:3 


. ..,..r'bi'nl wnweref tts. priot IIPp. ont 
l'1IqairallUmt aad ..w. • fteW'..man, 
B.S... tbat1ft't'riiI.. rur DHMS . 
Clzlllideauen clStIIt.!n:q..tII ~ P'PP 
in entet.eucylritalltiom. tw euatrr.u::dtll 
waw m:eI'It!d n='aq tat 9S.f12S of tbe 
NPRM. 
.....*Y~ 

SI!ctIon 9S.6ZI ta ~ '0.,.....
walwtns die pnot ~ req.ilerue.... 
contained in • 9S,4U for tho .. Sea_ 
naq_ .... fuNbnw 1\DP ..ytltlllft 
deYeJoplftcn.. and acquiaiUou whacb 
Watt pO.lDu,,:ked aDd ree.eiYlld b¥ W: 
Dep.rtnt .... ' prllll' t.a Decftilberl. 1185. 
fGrwhii•• Slat.did DOl ~,m01' 
ePlJl'Oftl. The 'n .... t of 1bI~ ftMlIioft .. to 
,1'lIe the D.,...,mea. tba aulbority".ID 
ow... lhI! ,,"or• .".,.,.. reqaumnea.u 
of flUlt m.....liaU w..... Staia 
andatoaK lUI ADP .,._iIdc!'lIdapa.eftt 
or aeqwsilion tn aalic:ipallGn 4Jt 'Its. 
DepIIl'IIMIIl re~·II'PPt"OwiD! lhe 
.....aop_ or Iieq_aon 41a et&a 
w.tvins lb. 'ri..~.nq~).
Uft1il1eCaldy. die ~__ 

81!1'ft1'M aGar.....~'I/i!"
aJqlt'OVed .,.......... _P::ilE4. and 
ac::qqWtm. of IIl8tif ad Uicl__ . 
Stain 10 _Iiwe eu.........., ... pnot

ap,..,.-.' .........~liaa UIr 


I 
I 

NJP......fI'............... ­
of............. ....., ........,.,.... 

ia ..... _ ....aii Iorit..a.::au.. 
..............&fllPluead..... 

bI!IIII ........ ..,..,....~ 

the Depa••_. '*i...U &1IIIIIt ,.- ­
;& ............by~m.ua.co 

......of t.be priar .......,. . 
requiraMat and act uafairiy pClllllllAaa: ~ 
s..t.bllhav_....on a 
~..u pnacUcz.nra1 aw8orial:ltr 
.......tirnD. •. TIMt....,.., lilacta.ea to.... 
tbe......a(pftar.~ III ....... 
ClDlllaiDecl til t as.azs .. aaty tbcI_ Stall! 
rwquttla forPEP lD acqul.lta, A.DP . 
I!.ppaum..... aenricI!L ,..aravx.lad 
ree.twd br tile DeparaaI:aI..-d
UDdeI't8keD _thoaal priarapparvaJ 
'befIrre December 1.1QI5hecauc . 
1.·n.e~. po.iic:r is eo 

ft!q1Ioft paiar appzevai.u a lIUIIUUlaf 
....nnilib early parUc,q,.,inn ia&ale 
.ysMadevela"....Dd.a::quis:U'afttl
Ta .·abllab a bra.d watller of jha pnar 
.".,.,.a.I h~t:III would. der.:., thiI 
p1IIPOII&o . ,..1_ 

.%.l\a 1lcpana:I&DI wia... to pruv_ 
anly. hftJ tIaJ.aIit_ periaG waida 
.u.w. ia to wa'WI! priAr .P.....\'81 
IllSWlcel wMre Su.tIIIuwi wi.tluJu.l 

. pDaarapproval hued an Utair Prtn:.:ItI'lian 
or III. De.partmmt'•.PUl pt'.I.dica of . 
rcIIOactjvel, apprDvi.ha Sblta A.t1P 
initi:aUves of m.rri.L 

By letter dated Aasual U 19B5..the 
~t Secretazy far MaD.qelDBDl 
_ BudlDl atMsad bad. of all State 
puw; uciaIBnc.c ageadell af the ' 
n:cpaiftmema for prjQr appn:Mll 
contain,d in 45 CPR !IS.lI01 elll~ lie 
infarsned tbelll tbllt wif. Slate dau 
.",Dam a ft'qUe3t for tetwdcdll1l 
lIppIo"l im~ flrQaq of 'lb. delriJJrt, 
dllVeJapmr:m and lD.mIllation of lID 
aUlOt'ftII1tc dJlhr1'tor:ewina 'SYIt1!!ftl. ar the 
ac:qaisition Df automlltir: dara 1J'OLdllrUJ1 
eqUiPJnmt or I~ rtre Department
will deny u,4! requ'CSt... 

Wet belilM!' that this wa.lRIffialbd 
nalia: to State" at dI. Deplft1IlU!rrt" 
pfiGr 8'PP'JUVdl h::qaixam.en' •• 1IIDd thItt 
eetablillb"" DecemtC", 1_ lilt _ 

wt'"d.,. for lIc:naittinl tile ,..,..,..u( 
!he Depll!'fllDent'lI prior .","V'IIM 
reqtUn!mmabil 'Pf1JI'Iri- wufl'icint time for 
Stah!ll to .dtnt to ~ 
resata'DlTTeqairemll!ftts.It.~. 

Cor Ste. ~e!ft!I for the ~.I\taD·,() 

ADP equi~mmt at' " ..ieee VOtIlamrrin~ 

alld Ja;1IIt'Pr'ed ~
tblt """'1IiriiiIt.. .-1 
Dee ma-l. 1!E&.U. ~ ...011....,..mu..p!li.-a~ 
IcquixS4iOtfl1l CiiIiiJt'wUa:II ill t &au. 

!WCiIUaa as..tIZI(a' P....... 

mKbanu. .wairirIIJ tIM! 

O........I·.):III'toII".",....... 

rcqulrwmrott. eantai.lNld!. t 'Oi5Al'l. .... 

http:resata'DlTTeqairemll!ftts.It
http:h::qaixam.en
http:apprDvi.ha
http:lilacta.ea
http:by~m.ua.co
http:aulbority".ID
http:Soc:I.Il
http:1n::Dat.li
http:Hftlcb.na
http:cletcril:l!d.by
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, . Stalelyle.a initiativawhich the . ra} Eqwpmmt fClunlhse ID pbytlcal cbt,. froID the date Di m. State'. initial 
Dcrpartmeot b .. prniClWl1, apprvved damate or dutrUCUan aaUMd by wnn..1'I!IIpI..a. &lui Stale InU,t lubmit ­
rfItrQ;actlvriy in • fanul a~ leuar. natural or alhtt di.I.11I!r. .ar. fannal.ll!qUll for *"1'1'0,,111 wbich 
The bnOll. of thw S.elton i. to telily (bl ctaan&es ilnpoal!:d by Pederal • Inelutlet me mfDnD.... .-etfied..t 
those iDlt.ancet where me Depwtme:n , les.ialaliwe requirelll&nUl whicb t 95.al1 ba onitt far the ADP equIpment 
ha. preYioU.ly iAllI!:d (priDr to neceNhatll!! U&e i:.rrIIudla.. acquisition oi or IllNiC!@l acqw....oa 10 be colXlliclend 
December \. 198G) ale... retraacti'Vl!ly At.lP eq"ipmmt OJ"IrYices. 'or lbe Dep.utlamll'. epprw.l. 
approvinl SUIte 88f!QtY,mill.Uvn. The Depan:mSI wrill Dot cDD.liciet' .. 1beDepu1m.eDt i.....bli-' tbI. 

.:U althoulh Ibe DepOrUlUtDl wa. IIOt emeqmcy .ttu8Ucma. iul'anca'wfticb em~proceduft til J'IIC08iIitiDil of 
'I' petmiUed to cia .0 uadar 4SCF.R 9&.1101 die fad dW .Ituatianlmey eriM wh'eharia. bKII..... erpoor~ em the 

fit flllq. ~ia NCti~ a~1ie. ~ly to Lbe Plrt of. State. ~piel of aituai.lona . pncluda. Stt,. hom 1aki1l8 the time toIl. pa.l actlGn.l deacnbed • lb •• parasrapn. tbat the o.JNLI1IDtIIt do.,. nat ccnaidv fallow the rpll prior apprav&1 pnlceci_
"e.rDc:I1cacy IlituaUa.,," arc:11ae prOvtsiona 01 tlIit Ncan .e allJlailled 1ft • 8&.111 bll.fcn aeliD8 to 

effec:tive December 1, 1111 With no (a} ADP _quipm.! or.mtw... ' I:ID'rI!Ct the =~ tituaUoa iD ordU' 
further IIIcnen required on the plitt of the tYIIIlmII b8COllrina obaohne Uuoowrn the to IUet JD'OIPUIl'CIJairemellta. Stolte. 

I'1lptd dllVtlopmaal 01 new, un:bn.ala1D' orSt:ate,. wiD M ftICI'I1rtd to aaillt tbe 
lofl'waN ttdJDlcrDa; .~ian 85.5ZS(b) i. jnllHlded to ~Df' DUll. actpt forth.[b) The npaliaDof. cOolnCt Uultprovide a tranaition period whh;h ~ of priCil" 1IppI'GWaJ. wltbiD flO 
providet eqWpaa.... or~. au1lPOl'tpe.rmiu Stat .. to adj..., ta th. dQI frum the dale af their 'tIIrittd 
.,ro) OVnritbc or adm=alllIUiveDepartment'. change in praclice {rpm emerpacyrequta. The ~ of FFP 

inldeqllaCJ' Oh the pari of • .requearla8 on. 01 ha1rina appraved • ftlUDbll:l' ot by thel)epen2:allDC for th. &lll1II'pJICY
State Of' ior:al ~t ill obtAimDIStall! ey'tem initiative Nttoactivcly. a••ldem .oJ rut DII lb. Depal"DlUlSd'.
prior Ippra".h or !albeit contnny to resw.toJ'y . d~ ..hatber ••cdle

Id) Cb~ imlMllled.by Federal . reqllinm'leJJtJ. 10 one of IItnQ adberence -_liti.MIl, DI!c:elAl'Yaad utitfle.
leSialauve reQUift!mea" wtaWs .110w the10 tbl!' 'Prior 3J1'P1'O'1'ai raquiremem. In .. all req .... u:ment. 0145 c:nt IUiD1 ." *"9- . 
Sta.laBe1\CY time to COJIqJly With th•., 95.811. Thi. aranli'lon 'Period atend. eXCIepL aha ~ of priar
prior 'pprvvail1:qqiJemlJl'" at , 9&.on.10 Der;.cmDl!r 1. ID85 and appUes Oftty to IPJI.1DWal. hi. IlUcA ....._en thole

The Dt:PI&1a'1llDL ift rq~.requelllII. whlch ware paat:llW'ked anC ~ta .... 1I&t)f. ...wmapptDVlt
<i.d.lon II ta wh......,GrDeft ••iw.Uoftreceived by the De:parunnt prior to Fl"P retl'oaGbve to thIt ... of theshould be .capwd a, ID lI:I:ftetpncy.DecemtlllT 1. 198& for whIch a State did ~ Icqllilitian.wiAl nquire _ Stale to d.em....1f.1e thainot recli!iv8 prior apI'roval. Tha 
itt Deed to ilrallU!ltietely .c:qW.re ADP Ia.... fiaaI Repi::Iti_DeparmulOI wtu rctroaClWl!iy apprcve 
'eq1lipfDtm1 QI' ea"riclS", ..~ .th... acUou if the "que.I woukl have l'IuIte ftIQIatiDnl. 4S CFR 85JIDS.. , Ind could not h.". ben .nti.rH orrecei.ed pnor apprcrv:1Il bad. ~lJUlCt D5.8ZS ..ad 95.ezt. Ale beiqpubli.IlIIId 1.0plannl!Ci. 1fur .u.ciI appravat been lIlade by tbe interim final Eann Widilltl .,..d.ilJte&tctton e&JJU deec:ribes die pracadmeStille .Dgtmc:y. , . crffecUve datil. Al the ..... tim.. w.to be followed by $We asacil"'"ldumSection gs.uoS bILl bellft revi.ed 10 enCIJWqe iI1lltftlSteG paN.. 10 con:nnenttllquatiDs approval of PFP roor

include the definition or the ,.tIft "para the_ n.w nal. _0 ..., we may
8ftll!1"geftCY .iruanoni"., def.is:uld In

"I!theruoncy s:ltuatiCl). - UIlder45 CJ'R haYe the fulJ benefit of pubUcf 1IUOS.,lh.adar tJda yq"DtZEhIft if a Stale
95.811 w~ require St•••• 10 leek Bnd particptnian bclar"e tile .wee 811!' ,rlu:ounlera an "em~ .ltuation" AI 
t8ctll"e "nor approval for ADP puiill.aecl In fin., i.otaa. We uedltftatd ill • I5.8OG. II IllU.1 mbmit a
equlI:llnent and ~rvh:e. ecqui.litiona cli.,oetns with prior !lOti.. andwrittcn reque.t 10 the Depu1meJll to
!hat meet c:ortatn r!xpenditant ibreeholda C:OIl'lmem proOl!fiurft becau.. weproceed with !be ADP lequal.uon . 
that are let forth ill the I1I3u!aUOD.. While . b~lievlt t.lu!re I. 800ci ca .. to do 110.iJnmedietAll, in Mder to meet the St.t.t. 
thil km~lI19nding 1"tIquwmeni hAt trl1lCl'lelKl)' Deed. The wrin.. ftq'Utl'll Spedflca)Iy, weftad that pUblicadon
enabled the Ot!paftmenl to ba".,. fterded lllWl' be M.rIt by ~ "lin and or then resuJauoal ill prapoMd lana 
Involwentenl in. StAllQ\S' PtG(p'IlIn jpc.iwic: : wDlLid be W'lDa::eha".. ilapnu:ttc:al ad 
plann,nll. the requirement for prior III A brillf dnc:ripticm of (~ ADP , ccmtzoary to tlJ. public intImim fGr the 
eppm".} may become ecnantil9'" follGwina reaaOM: ~1Ilp.menl .DdtOf' Hl'VICI:* to be
productive in IImeratnc:y aituaban. acqqind: . i 1. TIle De~.., prncatlykae
when! AD]) mata'lal. have to be 12J Itt. brief daCl1J;1Uan a:i the peDd.iq II bllDllW Di'I'eqatD.. 'ram
replaced immedi.Dlely &:II onietto al'lNmiraDOM .,ft,. ,"tdt ira ahe Sune'. SUat.. far 1'e1l'CIiIc:dve appnmlj of .,....
maintain JIM8I'iIIll opuatioua aAd aull lIIdd to pmc:ewd JII'iOr to ob••inilqt deweAoptfteall .1Id ecqaiaUio ......tiautd 
"lid)! pmsram J'IIquJrt!JDeDtL '01' thl. appnnta' fram t.btt o.,.raDelU: and", before the DepaI'l1lleDI'••,.....,.1 ... 
reason. Wit are nlvilf.ft8 I SSJIOS to (3) A dettlripooll Df die harIn wbJCh I'eq'III:SIed. The Depan:mem bell ..... dia'
indude :II d.nnUioa of eJII-Soncy will be eaWM:d if the Slate _. nol the SlalMllUbaUnma til... i... ntq!Sa1lf
,itu.uan, and an! addifta II new t 9S.6Z4 &QqIlUc Unmeciialeiy the ADPeq"'p1JUmt ecfed ill aood raUb baud _ thair. 
to J)J'O'I/ide II pJ"OQd~ lor Stat_ tel illiG .e.rYi..... , . pacepuon ot IhII De'.......u·. pnctia.follow in auch liNlillonL Upon nanpl 01 'he iafCll'llS:&I'Oft. the IUStill'lloen1ly, aDd 1Iha..... Dnt 1M 

The Deponmerll wiU conlide:r u Departn:rflllt waU wttDia 14 .sa,. take on. pu:aatiad. WbiI.lt t. iaquIIrIIInI to .. 
"(!meq.:ncy aitWltio"''' thOle situatianl of tbe1bUCJWiDfIaat.,.. i, emelal DpentUoD ofaffec'Ied PabUc 
wh.leh could, Dol .....muabJ)' ha- b••1S in wri'" tba. lb.Il) IDfGnu Uti 8ta.. J\aU'lIIIOi ~ t.bItt.1IIWIb.r at
anucipated and for wbleb • State could reque.t hu btten ~iaDd the tMH.reqIaeaII be .pm- JII'OIiapt1,.
not hne piJU:lDad. lbe fallowUlta .re nrNan for diA~." Gr. ' the Depamsenl lIu 110 Qmat ludlarity
examples of ...iI~lIona thaI tha (2) mt'ana the S,e. ill writ*ng lb., lbe 10 prirride approvIIl for tba AD, ­.' ... 
DepamnW'!lt cal'1.Ide.rt to be "emeI'8ency DefMtnment noll' net thaI a" eq'llilDMnr aDd M'l'V'lcea.....ttan.... 
.iluaUonL"· emGI'IteIIC!Y ....ndtbat wtdlm 80 1--. . '''"- ­

http:cal'1.Ide.rt
http:recei.ed
http:imlMllled.by
http:preYioU.ly
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, ".! " 
....'....... I VoL St. 'N4. 11' rMaecia.i·f~ %/. ' •• , Ralea ad Resalatimll ' 
_ [..:::! E!! ¥ 

I " 

- , 

P.ART ...-{AM!fIDEDJ 
, I • 

4S CFR. P.uta&.. Sdbp!ut F. b ......ded 
•• _I forth bedow. ,I 

n. ....WIriIy cilat" ior4S CPR Part 
95. Subpart'" added to...-
foIIowr. ! , I 

A..-.CY: 5ec. I1IJZ. aD Set. .,,.u.a.c:. 
".. , "! ' 

t. SectiDll QS.eOs la'.Jl!Dded to add 
tlu! deflJ2ition {Ol' "~cyIliWaIi.oD~· 
sa laUo,"! I 

(A~ by til, OfJ'ice of ..........anlD:lli'..'l1li'" comrolDU1_~'., ',. 
0..... No___ u;'lIJiai, 

......... M. HaocIdir.', ,. " .5'e'cN.,.. 
~Doe. ...ll1,.,'\Ied l~tW'" 

, 
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I 
I . !ii:..r:;:,.ttv,;. -~i, L!1~1 '" 

! ':C:!' t...j t.!r.:o'1 ·.~t.r~r 

.~:~;c.f.Jo:;-...:.:r~,' I ,\ i~:.Jl;na ..:~"~:0 

I ... ..nUq to,aJ", and t1'II! ~ bt all State tpUbl!.-<: ass!i'tlitCe .trpIICi_.. la Ol"'" to ctlar-lt, tft'e ;~\ '$ernifA"M" loleMtl\ and ~ 

OlE"» r~ toY- S~ t6 ~" ,*l~ \tfl'tten~V81 beF"oH 


'proceed1al to.-aqgtr. ~tt~ cbIta ~!ift~ ~I.fjfent end iervl'~es; or 
develop, ... UlStwll :au~tS:~ da~ ,~i"fltt li\tOriiBtlti1 systeftiS'l.far WI1fen a 
State Will cl_iII tftIS 1Ut.ohln!1 'roni.1i. I wiSh t'O remind 'you that HHS" cur+eTlt 
r~BIlIbt1cns at. '5 m 9'5.~ ~ !1.~" ~ wtU.€ft ,goft~ tne ;pr!~ .aPi?~!!l _ _ ,,~ 
requireant• ., no'C. 'J)erIltt walVI"tijthl'i ~lf"ement~ F8f tlUs reason~ Sbates 
ShOlld not expeot. HRS to fund retroaetlVelY; I'iUt?i¥8~ie data p....oeesi~r;i . 
aoquls1tiona, ov.: s,,,t8la.:cieVelopmeRtiIFian<PInfta-U.atlomr; that. were' 1itlt18tid~ 
3Ubsequent to prOllllllgat1on ot thea. gGWFft~~ hiles, 

, ! 

A State abat reqdest. and reC!etve p,.18,. Wf'ltEen.HHS appi"Owl tor sUm , . 
undertakl"'p betet'e HHS will provide IMteWllWi t."1ndS:.. tf a State da~ ititiat a 
requct8t to,. retl!'t)actl"Ie approval and NitiiU\g of the desiiih develOi>~nt ana 
installatIon ot an ~tomat1c data prijCesal1~1 s'jstem, Or the aoqulsiUQn ot , 
automatic data proo~ss1ng equ1plentbF sefYices t tHe Department:. will d~ the 
request.. , . I: 

The Department 1s In the process of tlnal1z1fig the proposed rev1siqns to 
45 Cf'R 95.601 f !l~.• WhIch appeared in tHe Noveniber 19 t 19SIf Feder.a1 
Rub!-ar. aaA rtotloe of proposed nileinaJdng. As part of th1~ rtl~entI#I!:ij,ye 
are conslder1ftg the revision of the D~iFEment'! policy rega~di"g. the prior 
~~oval r eqult"eIII!nt I i 

If ycu 0' ••OP!i or yrur start haveqtiefti10ns coneehifrig this 15sue t piease 
oontao~ Joeepft ,. Costa, D1re~tor, Office of PUblic arid State Data 
3yst~ on (202) 24$-148al ' 

YQJrs truly.
I 

",. i 

1iI~Iii'I3I-t IIfcDed b:v 
I

John J. O,tShaughnessy' 

f 
' ­U) 
0 

cc: 

U Ul!=ll!::! 

(C(Q)~W 
"'" AI..,. ,A ...... ,.., 

A.ss1stant:Secretary for 
Management and Budget 

. ~;I~n .. .;! .. ~,"l.;," .7'..: .• :''.' 

http:Feder.a1
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WithdrawallRedacti()n Marker 
Clinton Library 

DOCUMENT NO. SUBJECTffITLE DATE ·RESTRlCTION 
AND TYPE 

I 

. . 	 I 

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 
I 

This marker identifies the original location of t~e withdrawn item listed above. 

For a complete list of items withdrawn from. this folder', seethe 


WithdrawaJ/Redaction Sheet at th~ front of the folder. 

j 

I 

COLLECTION: 
Clinton Presidential Records 
Domestic Policy Council 
Cynthia Rice (Su~ject Files) 
OA/Box Number: 15428 

FOLDER TITLE: 
Child Support Enforcement-Computer Systems-Prior Approval 

rxIS 

RESTRICTION CODES! . 

Presidential Records Act· [44 U.S.c. 2204(a)] 

PI National Security Classified Information [(a)(I) of the PRA] 
P2 Relating to the appointment to I<'ederal office [(a)(2) of the PRA] 
P3 Release would violate a Federal statute [(a)(3) of t.hi PRA] 
P4 Release would disclose trade secrets or confidential commercial or 

finaneial information [(a)(4) of the PRA] 
P5 Release would disclose confidential advise between the President 

and his advisors, or between such advisors.[a)(5) of the PRA] 
P6 Release would constitute a clearly unwarranted invasion-of 

personalprivacy [(a)(6) of the PRA] 

C. Closed in accordance with restrictions contained in donor's deed 
. of gift. 

PRM. Personal record misfile dermed in accordance with 44 U.S.C. 
2201(3). 


RR. Document will be reviewed upon request. 


. Freedom of InfOrmation Act - [S U.S.C. 552(b)] 
. I ­

b(I) National security classified information [(b)(I) of the FOIA] 
b(2) Release w4uld disclose internal personnel rules li\nd practices of 

an agency [(~}(2) of the FOIA] ­
b(3) Release w6uld violate a Federal statute l(b)(3) of the FOIA] 
b(4) Release w6uld diSclose trade secrets or confidential or financial 

informatidn [(b)(4) of the FOIA] . 
b(6) Releasewduld constitute a clearly unwarranted invasion of 

personal privacy [(b)(6) ofthe FOIA] . 
b(7) Release wquld disclose information compiled for law enforcement 

purposes [(b)(7) of the FOIA] 
. b(8).Release would disclose information concerning the regulation of 

finaneiai institutions [(b)(8) of the FOIA] 
b(9) Release w~uld disclose geological or geophysical information 

concerning wells [(b)(9) of the FOIA] 
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i95.6t1 -45 CFR SoblUle A (I {}-- 1..,.91 Edition) 

lI!mlnl.8traUon of program5 authorlz.ed Is !iubpa.r~ [or the pcrio,i of the .~crv· 
Iy \!lose titles. 

IremElnf.$ Analysisineans deter 
and doc~me(\tlllg tbe lnlorm 

eeds and the functional and te 
IScal f£)lllremen t.s the proJ.N:lsed c 
lilted [I s.ystem mUl;t meet. 

Ser!'{ a~Tee"ie!1l means the 
aent 81 ned by tile Slote or loca! 
!y lind eState 01' local Centra 
"roccs~J rat:UU.y Whp.Pfvertbe, 
'rovldca 

narlly W S ),)Orl the 1.1 
his $ubpar and reQlllr the 'provider 
(1 comply jtll ·is CFR P t R Subpart 
• for p.roc reInt'nt" reI,,,.. to Lhl] ser\', 
:0 agrr 4l1l t. ,A [) P eft prnl!!l4 And 
ervh:es 'e cunslden:d to primarily 
cilulre to aUPJKlrt the ti II covered 
y Lbl, ublllll't when UII~se lUes nHiY 
ea:fOD ly be expected to tln~r: De 
Ilied r mOI's than 50 Perce 01 the 
'lal arges made to aU use 01 I.he 
.DP c ulpmeut. aud servlcel du ng the 
Ime erlod covered by the nrlce 
gree ent.. or direcUy charged ~h8 
'tal OS~ of tbe pllrchase or left e of 
,UP QlIipmeut. or servkl!5: 
IIi ncludes the heglnnlngand en 

:It of the period of time COli cruel 
'ie ~rvlce agreement; and 
(h, lnduct·,s a schedule o( expect.ed 

~t.'ll t:hn!,~!'~ t(J nil': Lltlf'\ coverml by 

B8reemellt. 
hoore means a set 01 compu 


ms. procedures. and associ 

'11 t;\ tIon used to 0 pera te 


~ 95.611 I'ricu' approval eonditionll. 

(&)Veut!fdl ol:quisililln reQlliremtirif:CH) 
A Stato'sllill ohL.'\ln prior writton ap· 
jfrol';\! (rom UlU nepartlucur'FlS spf'lclc 
ODd 111 p.'lrngraph Ib) ()( this' section. 
when the, Stale cpl3lls·' tl'--neljuire ·AIlP 
eltulflrilin~-or sl'n·lccli ·-wil.h ~PIOlloscd 
FJo'P at the regulal' mrstt:hiug' rate that 
It anticipates will bue "oLaI RCf\lllsl· 
Lion COl'li.a or $5,000.000 QI' more in _Fcll­
end and State funds, 

42) A State sbaU'll;l1taln priQl' wrUl.en ' 
approval rrom "tie UeplI.rtfllenL a8 BpMI· 
fled In parngraph Ill) of this section, 
when I.he State plans l,) acquire A [)P 
etJui(lJnent or 60rvlt'E'S \till Il proposed 
Fl-'P at the enhllllce.1 m,ltcllil1g ratu au· 
thori~ed by -t5 CFlt 2.0535, is eFn part 
307 nr 42 CFR part 4:tl, sllbl,art. C. re­
Itllnlll!ss of the 3C'~U isltilln .;<,;;l 

Deportment or Health and Humon Services §95,611 ~ 

13} II S!,ate'shii\Cchtaln prior writtrm 
aPJlro'1l~l Crom II", Oel'arlnlOIlL of U,s 
Just-Hlcallon f'l!' 1\ ~ole soureD Ilcqulsl· 
Lion. whr.n (I. "Ialls, to acqldre nori­
competlt.lvnh rmUlIlo n<>nflolllll'nmMltsll 
S{JU(,(~C AflP 1!'IUIIJul('nt or SeNters. 
wil.h I'IOfl(I::'f>Ii FFI' Itt the rqular 
mtlU'hing rale, Iholt has a tOI.al State 
and F'P',IN'A) 1I1IU\!;iliun Cf.st of more 
than $1.000,000 t,u I no more than 
15.0011.000 NoncompetiUve aCQuls.lUons 
of more lhRII S:;.noo.DOO are SUlliKt t.D 
Lbe pruvj~ion:-; of llarllgl'aph (b, of Lhl~ 
s~cUon. 

(4) Exc.ept. 'lS provided for in (lara.· 
graph In)15) lIr t.hls section. the Slate 
&haU submit ret7H!~sls for Department 
a.pJ;tovaL ",Igncd hy the appropriate 
StaLe orr,.lal 1.1) thf) (>jn-cUlr, Admin­
l!-tl;'lUlll1 fur l;hihh'~lIan.J .ramillel>. or· 
rice of ~t.atc Hy,lerm,. The State lillaU 
-~end-to-M'f' one copr,nr·thc requeaL-for 
each HHS (;(J[npon.mt.. from which t!le 
State ls fl'[JuC!;tlng ftllldlm~. and one for 
the Stale S)'st(!tnS PIlUcy Starr. the, co· 
ordinatlnjf sLuff fo!' these ['(lQuesta. rhe 
SLll.tC. mu~L allYl' ~{,Jld one copy of the 
request ctJrect.ly ,LO HIII!h Fleglonal PI',,­
&,mm ('.(lInIIOllenl IIml one COJlY to Ute 

,Regional Director, , 
(6, States ,sball ,lIllbrnlt requ8sla [or 

approva.l which" invoive sol,c)y Titlc 
KIK funding U.n,. Rtl\te MClltcald Sys· 
lcmA~.. tD HCr,A for act.lO,n, , 

(Ii) Ihe I?ep.lrtlncnt \Vll! not app<ove 
any Planumg or ~l1lpll~m~lItatlon APD 
that dot'S nOI., Ill'.lude IlH In(ormatlon 
re(Jul[,c~d~", dehllcilin 195 ,,605__ . __ , " 

(b)~$JIIT'IKJ!T}Cl! afll!~"I'u,l !~<lI(I~~!fU!71fs,;
1'be Stat-e agf'l'lcy shan obta.ln writUP 
&ppiOv!LQr lhe -fiiiji'ilri.ment print t.Il 
~U~,!l_~! PI'Oi~t act!!!:r'
-nr'F5r re~lItar 'Ffl' rCQuest.s. 

(II For Lhe Plnllllifill A PD 9Hhjt~ct. Lel 

th& oflllar thresholds SIt{!cffit-!I in pal'll­
grAph (s) fit till!'> lH!4:11QII, 


(lJ) For thl!' hnJ11l!rnel1tatiOfl APi) 
subject to the dollar threSholds spec', 
ned hi Jlafagl'fiph (a) of thlt sectton, 

WI) For the Re'luest. {or Proposal and 
Cont.ract. Ilnles.'l specifically elCempted 
by the Oepal'tment. r.rlor to rcll!a.M of 
the RFP or prior I.fI the eXFlcuUon of 
the contract "hell the con~ract Is ~n· 
th:ipatcd l.o or ,vll1 I!xce.!<1 55.000.000 (or 
c~mpctJtlve procllrI!menL a.w) SI,OOO,OOO 
far noncompetfth'e acquisition:! from 
nongovcrnmenl;tl sources. Statell wUJ 
be reQlllrcd to ~lIhrnlt nFl's aJld con· 

:z 
tracts under these thresbold amoUD..- -l 
on RSI exceptlon basis Of if Lhe procure- ~ 
rneot. strategy ls llot ndeQulltely de- " 
scribed and jUI!L1JIed In Illl APD, Fil 

(ly} For conerllct am,!;ndmellt.s. Ilnlln e? 
specifically exempted by tlw Depart· Vi 

' ment, prior to execution 01 tb.lt.-£:An- ;E 
tract amellilii1e~JilvDh;ing-C::ont.rac&. n 
ccst""[nci'e:i6eseXciedlng S),OOO,OUD or m 
contract time elltenslorl;i of mOl"e ttllU\ 
120 days. St.Al.cs will be requ.ired to .ub­ ~ mit cont.rllct. amfnclment.a IInder t.beee 

thresllOhl amounLs on an eKceptlo.a 

4lasls Ot' Jr tbo contract ad1enclmen\ .. 

not adequately dCM:rlbed and J\15tlflld 

In all II.PD. 


(2) For ellhallced FFP roqucsls. ... 
10 For tbe Planning APD. c.v 
(II) I~OI' till" Implcmf!nt.nt.lon APD, I 

(ltil FOl the Rf'[IU!!st for }'r.,posal nnd a; 
cont.ract. unless spceiUcRlJy exempted I

by 'ltiffD~iil't.mcnt;Jlrlortl) release or'· ~.. 
tbe R~'r or prlor III uecution of the 
conlr:LA!t 'jllhl:ll t..hr. conl.ract Is :'lnlic!- t!> 
pat-ed to or will exceed SlOO,OfJO, 

(1v) For contract aml~ndmflnlfi. unless, c.v 
spcclCh:ally oxclnllLed by tho lIepar\.­ ~ menLo prIor to cX4!9l1.Mm!,..!?L tile r,:m: 

tract amendment.. Involving con raot 


"C\1St'"'"1nct8Ui!8 ~8Iceedlng $100.000 or 
contract time exlellslons of more than 
60 days. 

(3" <Fiilhirc . tosuhrrill-:!l'I)Y,: of~-th. 
,abo\'e:l.n\hcsatisfac~fon of-the:r>8parl.=- ~ 
.ment,m.ay rellult'lndJ~._!aJ'or.•~' .." 
pcns!~frnfe9[~!~~ns,... -=.: _ ;n 

:-"'--(H-SJ}ifilk UPl1ftll'Cil Teqll;II!:IIlinf.s. The.&., S 
'State ageot:y-sliall ollt-aln' wrlU;ejl~Ap:-' rii 
proyal (rem) the Jlell81-tment: 

• 'cr> 
m Far reglliar • FP requ.e&ts, o 

o
II) F'Of lin au?ual, APDU for pcujec... J. 


with a lot.lI) aC(IIlI:-.ition C?u o~ mo~ 

t.h!n 55.000.000. when alleclUca 1'1 re 

qu ICed by tim ne,);lrtmcnL, ,,' 


(II) }"or 1\1) "As Needed APDU" ~hen 
cbange, callS(! any (If the following, 

lA) ,A proJeclcrl cost Increase of 
$l,OOO.OOU or more. 

(8' A lIIr:iledule extenslo1l of more t!> 
than 60 days r.,r major mllestolles; 01*'" 

(C) A siglltncani cbange Ln procure­ cr> 
...,J 

ment allproach. and/or lCope of pro­ *'" cl1remcnt BctlvtUe9 beyoutl Utat ap­ c.v ..... 
proved In tlle APU; 

(I» A chang~ In sysLem concept. or a '*..... 
...,Jchange Lo the aOOjle 01 Use protect; "'­
I'.:)(B) A change to the approve:d cost al·' 
I-' 

locatIon mcthOlloloRY, 

IICY; 
,(e) IDclLulr.s a~su 
100 III Lhe compll 
.LlCe3S, use and ~ , 
1111 be 8I\reguar. 
'l'Ovtsfoos of 45 
(0 ' HelloIre! 

'rIOt' approvll 
"1.6])(0) frum 
qUlpment III 
cqulrcd frO" 

rmn' lu::ces5al'y, 
Win ,Iasigll 

System st I' 
-oC'eX'lsLlng 
at.loR1LI pr 
tllJtl. The 
t.hree b 
vesUga 
new j 
Ills 0 

tlgu. 
tJle, 
t 

CX'l.llIilla Lhll1 
, 'find' oper: ­

organIn­
lIsists or 
ring In­
em !tnd 
analy­
nvell­

g of 
'oil 

L 

I fR 4~:rJ6. III'" 18. 1ge1i. 1<>< lunen.I~" &1 
t'R 431~•• t'el,. 1, 19911. ~ t·U ;~liu8, .lone 
J!I&1I 

SJ'F:CfIo'IC CoNlH'JlUI'IS ~'1I1t ....'1' 

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


4S CFR Subtitle A (10-1-91 Edition) 195.612 

ThB S tate ~... all submit thD "As Needed vhloo wrltton apprm'al, IU!'>fl.llproval. or 
APDU" La lJte Department., 110 laLer Ii requcliL for lllfrlnnalloll within GO 
lhan 00 days ..rter the occurrence of the days of the date of the DeparLmental 
proj-EIct change\! to be reported iJl the let~er acknowledgIng l'cce!pt or a 
..As Neerlet'J APDU". State's request. tho reljuest will IIUI-O· 

C2) For eJihaDced ,"'FI> requests, ml.,tically be deemed to have provlaSop­
(I) For an Anntlfl.1 APDIJ. ally'met the prior approval condUlons 
(II) For an "As nCf'ded" Al>DU whel1 or pa~gn.pb (b) or tills scr:t.lon. 

cb.3uces cause BIIY or the C,.Uowlng: 
FH '45126. OfC 18. 1996. as IIIllendt',1 alli5tA) A J,roject.ed (:ost l:tIel'cue of 

SIOO,OOO or ID percent of thc project 
cost, whichever is lE!fiS; 

OJ) A s:cbedule ext"nsloo of. euore 
tboll 6IJ days' (or major ml1es~ones. For 
Aid ,"0 F.liIOlWea wlt!1 Dependent Chll· 
dren (A ,,'UC) Family As:llstllnca Man· 
agement [J:rormaUon System (FAM1SI' 
tYJle projects, In nccordance with ace· 
~h)JI 40~e)(2.(C) of the Rneln] Sc!cnrl t.y 
AI:t, any sdtf!dulc dl3.l1ge whkh sHeds 
the Sta.te'::; Implementat.loTl date al 
specified In tbe approved AI'I) l'equins 

..- ~-tbal·tho· f)epnrLmeJlt·recover 4D' 
of the anlOunL expended. Tile Secretary 
m:\y extend the inlplemeul.ntlon daLe, 
Ir the JmpiementaUon datI:! is not met 
beca.use oC circumstances beyond the 
'Stale's cUlltrol. EJfamp.ll~ u( clt ­
Cllnl:'ltnw:l'S ha-ynml ..he Statc's contl'ol 
arc: 

(l) Equil,mcnl. faflure Iluc t.n Ilhys.lc:ll 
d.~m;~ge or !lllstructlon; Ol, '! 

(2) Change impos!!d by Fl'dcrn.1 judi, 
cia] del:lskllls, or 11:< F'f~dcrat 1t'll'il'iLaLioll 
01' rcgul:ltifJIIS; . 

(C) A slr,IIIf1l!:1nt change In pfm!Ure' 
menl- RPJ1mal!b, and/nr a SCOI'E! of pro. 
cu.rerm>nL aci.lvU.fr.s beyoml that ap- ~ 
pt'oVlttllll t.he AI'IJ; 

(D) A change In lIystem cuncePL or 
8C()PC of the projl,ct; 

fE) A change tu the approved eost 
methodology;' 

(F) A chanR'e of more Lhan W% of Ilg. 

tlmat.ed cost benefits. 
The SI:J.tf' sl~a1t submit tbe "As Needed 
APDU" 10 I tic Deparlment. 110 lawr Lban !ill 
dllY:! aHer rr~e (JoCCIITrlHlCt' of the proJect. 

~s 	 til bt' r/!pnt'lrl[ In the "As Np"rlr.<I 

(3) Fallui'll to sullm!t 30Y of the 
abo\'c to the eallsfac:tlon of the OeJlllre· 
men~ may rfault in dbiapprovill or sus· 

JUDcI 
requelts ff)T prior 

approJ:al. The ACF wUl promptly lend 
to tbe approving compooents !be items 
epectned In pamrraph (b) of tht8 aee· 
~Ion. H the Department lias uot pro· 

4377. Feb 1. 1!l9ll; f,E; !-It 12156. Mar. 25. 
I!l!ll; 5~ rA ..;l111nB .lu/Ii· I~. IlCll. fil rn J9097. 
Jlllyl!.I~9fjr 

!is Fit 1:11I1. FdJ. 1. 19:1lIl '\ 

", 


95.&ll Procuremena lItAndal'd:: 

'. 


(8) Procurements. of ADr' eflul~cnt 
lid scrvices Rre subjc..:t I.(} Lhe procure­
cul 5landanls pre.lif!l·ibed by subpart 
oJ 45CFn parI. 14 l'egardlll~~ of (lilY. 


flllcllUrJll:" fur prict! I\('III'OVI". Those 

laOtlanls ilt(:lude a rC'luln:mellt for 

admu!I1 practical O~lef1 and free com· 
'Lltlon regnrdless of wheLher t.he pro­
remeot.. is ronually f'.lh'I!I'tisr!tl Uf 


IUated. 

Ihl Those standa.rds, as well all 

h'ement for pdor ILPPl'oval. 

JP services and equlpmentia.caulr 


a Stllte Or' )0"1101 age 

IP sen~ccs find cQlJipp1tut acquired 
a SLate <)r local Ceptral Data. Proc· 

facti It)· pr1ma.rily Lo support the 
Secu.rlty ~~ pnlgrams covered 

t.hls 8ubDaJ1jf. Service q:teementa 
lIU!!:I(I procu I'ement 

.::i,UI~i:cess tQ .)"Iem" Iltld record•. 

1!Biordance wlLh <15 CFR part 7t. 
State agency must. allow the De­

partment. ACCesS to t.be lIystem 10 all of 

of,.t1~.Humatt SfIr¥IUf;'~;;o.· .~~!i1IiJi.+ 4 I 95.ff{] 

Its aSj')f!cts, Inclmllng design rlevelop· 
ments. apel Ill-Ion, alld COST. record!!. or 
contractors find ~ubcontractors at such 
Interva.ls as are deemed necessary by 
tile Department to determine wl.lether 
the conditions for !1pproval are beJng 
met and to detBnnlns the ernclency. 
('COllom}, ani. dfr.ctlveness or tne sys­
tem. 

(-13 f"n W\.~l, ~:"l'l 29. 1978. :19 am'''''''',1 ~. ·15 
FR lOlll, FP.tL 19, l!1S0] 

.95611 S (I d 
• 	 " () WUl'l! Dnriihh, 
/ 

(n) Gell1!u!l, The St.al.e or loer.1 g~l ~ 

eromcnt ml.ul, Inclildo Ii ClaU&e~"Jl 
procllrmnrnL Instruments tbat. p Idea 
that till! SLaLe or lol:at C'lJvornflj twill 
ha ve 1111.00HI::'nhlP rlgbts It;~oftware 
or trlO\II!I.:al.lllfl~ tlu-reo( ftntl a!lSOclal.ed 
dOI!lummt:ltlon deSlgnCll.,;!:!'1lll0Pr.'(1 ot' , 	 ":, cont IIU nlnstallt'd w1UI.. l'edernlt' nanclal-·'lnt'-·- .. ~·-.-·-, '.".' 8'rel7to,~.
UclpaUon Imlle!' thIs ~bpa.rt. . 

<I:lt Fedcrcd lIcrns'1l' 'rIm DCp3.rtmcllt 
rc:>rn'es a roraLt)ltlree. nOIlDxeluf!lve 
and IrrcvOl::\hle,AS(:ense to reproduce; 
JlubIlsh, 01' ollfel,.",ojse use and to au. 
thorlz.e othe~ to use lor Feell1ml 00"­
rrnmenL purpu::.rs, such Bortware, mUlII. 
fica.lion& .. illd dO(:uZllentaLion. 

(c) Pt6,rdd':r!l slI/tware. Proprietary 
Inglven.Jor . sortWI.i-C packagES 

DAilAS 01' TOTAL) which are 
pral/ldee.at esUlblished catalog or mAl'. 
let prlce~••an.1 Bold or leased to ~he 

, reMrai pubh~ 'hllil not be subject to 
. theowliersl1\p ""'1>\'1510"5 III paragraphl 

(.1.1 Alid (t.) oJ thl. eetlc,... FFP Is not/ 
B\'RlIat)lc rtll' pro-pr ry applications 
IJOrlwarl! dllvelopecl spe leaHy for tile 
publ!c as:~lst.anct" prClgr. 8 covered 
undel' this subp:u't. . 

IS5.6IS Use of AUP I)'!!tl!m•• 

ADP sysl~rn$ dralrned, developed, 
lnstalh!d with FPP shllll be used for a 
'period or time specified In the advance 
planning document. 11%11eS5 the De,part­
ment detenn Inr!'! lhat a uborter period 
Is JusLUled 

tB5.6.Zl ADJ' rt:viewl, 
'l'he Department. win cODduct pcrl­

odlc onsi! e "m'vey!! and reviews o( 
State an.1 local :lRency ADr metbods 
and practices lO detElrmJne the ade· 
quacy or 8uell methods and practices 
and to assure Ula.t ADP equipment and 
Bt'rvlcClI are Ut.II1Md ror the purposes 

conslst.ent wi t.h propeJ:.fticf emden\. I ~ 

ministration under~be Act,. Wbt ~ 


,ment will dfWel> 

able scbedule I ["T] 


tween the D~ent aDd State ~ 

tor to condactlo, Ia trl 


8IlrVl'YS oglllfviewa, wbtch may lacla ~ 

limited 1,0: n 


" . ["T] 
(4) B . ·jrurallalimt read~nr.ls_ A pre-I 

aLa)~on survey Including a.n OIls! ~ 
e\' 	 uatlon of the physical ,Ite aDd to 

ency's readiness to product.lvely u 0 
..,lJe propoacd ADP servleea. ElqU'pms 

or system when hultalfed and oPE 
nUozlal. 

(b) rost·jnstllllaUf)lI. A review co 
ductell after Inst.'\iln.tloD of ADl' equ.I-· 
ment or sY9tems to assare til", the 0(.,) 
Jp.cUv<!s ror which PPP was a I YI 1 
at'11 bQlng M:COrn IIshcd. J pro cr; 

•• Qt'I' f' P IiiI l.:a ann. A 	 " 
A fll raclJJlIes 10 determine whetMr I 
not the ADr equipment or services al ~, 
being efficiently uUUz.ed In support 'to 
approved programs or projects, c.; 

(d} ItcQl!islf(ons nM 3ubjecl '0 prior (ll~ 
~Illw:ll, Revlnws will be conducted on liS: 
audit basis to :lSSIlr8 that syatem 811_, 

.eqlllJ;tlnent ncqujsitions cosUng lellll tt 
UOO,DI.1II were made In accordance wit 
<t5 CFR. part. 74 anti tbe condltioDl t 

thIs sul)part ROIl Lo determine t.k. erl 
elem:y, ecolHnny Ilnd errccl.lvenesa (> 
till! ej lulpnHH1t. or sY8tem. n

«) Sfafe, A,Qency MaillfellanCIII 0/ Sen ~ 
ict rl9uement.s:. (I) The St.at. areacfl!· 
will malutfl.ltl II 1:(I",Y or .each servtc'::::; 
BIU'eemCJlt in It5 fIIc!! Cor FOilcral rl rti 
view:... CJ) 

(Z) A Stale RgCIlCY that did n(lt at 0 
taln prior apprOVAl e>f 4' &OnJoa acree'T 
menl-, 118 requlred byl95.8t1(b)(J) .. , 

. was hi effect from December as. III 
(unless a St,"l~e cho=se tD C!xerclH til 
option to make It aCIectl\'e 88 early a 

t.emher 29, ISI8) through Januar)" IB 

J is ·eU,.lb1e ror FFP clalm14 Co 

senl furn1shed by other State o. 

locill af lea under t.hat alTeemell' Utl:> 


ency ha.s a. cop.)' of SI ~ 
ro~deral review; CJ) 

(1) It meetlil ~ deflalt.lon or. Nn'~ 
jee agreoment as It was definBllln lee. C.:> 
Llon' 1.15.605 'from Decembor 211. JUn':':' 
thro ..gb .'antlary 19, 1981; ~ 

(UI) The cla.lm conforms to the Ume-~ 
Iy claim pt'OV'lsfons 4lr 45 CFR park 95,t\:J 
,ubpa.rt A: Imel ...... 

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


SENT BY:AEROSPACE BLDG. 3­ 6-99 9:37AM ACF/SUITE600~ 94567431;#19/21 

PREAMBLE L NGUAGE-EXPlAINING!"MAY LOSE FFP" 



I 
, 

ACF1SU ITE· 60.0'" 84567431;#20/21
•. SEN~,BY:;~OSPA~E ~(DG.• ~j~;.~-r6-88 8:37AM. 

.. 
, ... ~ ,I • ~ ...., ..... "1No ., ." • ~ 

354SS,' F~~·' W-!1' 12'·~.J~daY~ hpt~.:tt. 1_ I ~d JIuJe•. 
• ~ .. .. I ..... 

... 





! .. 
I 

i 

I 

I 

I 

/ ~ .. ovA· 5 lA : jt;~(..(. 
.~"l1f~f 

. -j _)(~ ~ ~"'ff'~ 
-C)~~~ 

;,,, -'Aj~ ~II ~V'..,. ­

_j ,14 K~k· "l1-1 
'c4 .fY7rM ~fI-e-rt 

.' 
qIP.II f'7( 2~ 


__J ~PI '. , 'f?f-nJ- t-»! 


i . 
I 



~ . • . it. 

. . ! 
, 
, 

; . 
., 

1wu· I., (J;Pr u+~.·~ 
o .. _") ~i .(,Wl(~ 


0(jJ.· we~.~· 

..1ft;. j ,.--- : ~ 

.. -?~~ 

i 
I , 
: 

i 

! 
. I . 

I 
I 
I , 



~,..... . 

I 

. ~.. . 	 L1tw~ 


~!k;8vJ . 

• ' I 

I 

~~·b~~·~ 
...~~~ 
~.~ 

I 

. ~(~l(s 'C lswJA k~ 

,, 
i 
I 
! ' :: 
I 

I 

I 



I 
PAGE 2I 

5TH STORY of Levell printed in FULL form~t. 

t Copyright 1999 Littl Rock Newspapers, Inc. 
The Arkansa Democrat-Gazette ) 

February 4, 1999, Sunday 

SECTION: NEWSi Pg. B1 

LENGTH: 1056 words 

HEADLINE: Huckabee bidesi 
time on pursuingi 
legislative goalsi 
Of 61 items he strongly supports, i 

only 1 bill made law; 1 on its way 

BYLINE: ELIZABETH McFARLAND, DEMOCRAT-GAZETTE 

oom: . 
Two-thirds of Gov. Mike legislative package hls been introduced 

this session, but only Is has been signed int6 law. 
Another is expected to soon. ' 'I . 
Rex Nelson, Huckabee's spokesman, sa'd that's not unusual only five weeks into 
the session. I 
Some of it, he said, is by design. 
"You need to pick your fights and yo need every battle at once," Nelson 
said. ! 
Huckabee's program addresses issues from a roadimp~ovement plan 
partially funded by a diesel fuel ta, increase, to tax cut ilieasures such as 
reducing capital gains taxes. I 
He proposes tax credits for taxpayer who hire welfare recipients. He aims to 
abolish an education reporting requi ement his administrati6n deems to be . 
obsolete, and he wants to make it ea ier fo~ schools to getlrid of bad teachers. 
The governor's package includes fami y oriented bills to al+ow children in 
foster care to be adopted more quick y, to help juveniles in trouble get help 
more easily, and to put video poker business. 
Huckabee has identified 61 items as legislation he supports Forty-three of them 
have been introduced as bills and on joint' resolution for a constitutional 
amendment through Thursday. 
The item in Huckabee's packa e that Senate Bill 2~ by 
Sen. Mike ee ~I D-SearcYJ_and othe s~t-~~~__~~gulate seff-dealing~mong 
constitutional officers, legislator thei.£-§p..Q,w;:es:: -I" ".-
Inyctober T997 ,- Beebeand' other-;;::;' ra-ft of the bill after news 
eports that a lawmaker and two oth rs closel~ associated with lawmakers 

received state sr~nls without bids. In November.1997, the FBI began an 
~~O__ hildsupport en orcement contracts he191 b3~W fir~s 
associated wi th state lawmakers. I 

InFebruary 1998, Huckabee issued a order prohib~ting most. state 
agencies from hiring lawmakers and business state can do 
with lawmakers, constitutional offi ers, state emplo~ees anti their relatives. 

I 

The item on the way to Huckabee is B 261 by Sen. Stanley Russ, D-Conway, and 
I 

others. It says the state Departmen of Education ,will pay ,the full tuition for 
teachers part ing in the Natio al Board of Professionall Teaching .standards 
program and will pay teachers a bon s for certification: I . 
Sen. Doyle Webb, R-Benton, Huckabee's floor· leader in the Slenate, said the slow 
pace of progress with Huckabee's ag nda is partly "out of consideration 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 slowly ,because 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. ' 
Huckabee favors some bills, oppo'ses others.' His staff includes temporary 
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 ses~ion, 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 eithe:;- be something we dreamed up or it can be 
something we found and ask our lobbyists 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 "0" says that Huckabee has 
"real concerns" about the legislation, enough to ~onfer with the sponsor. And an 
"F" 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 education bi,lls, highway program and tax reform 
measures. 
On another matter, Nelson said talks are going 'well between Huckabee and 
legislators on' the capital' improvement' fund. Before 1997 I the govern,or released 
capital improvement money from a plan worked out between him,and the 
Legislature. In 1997 I many lawmakers became 'fru'strated at' what they perceived 
was a lack of involvement by Huckabee in the proceedings, and they took control 
of most of those ,funds. 
"We don't have a ri,giq position ~botit saying we have 'to do it like we did prior 
to the 1997 session. We're willing to work with the', leadership in distributing 
the $ 100 million," Nel~on s~id. 

I ' 

A,sampler of bills embraced by Huckabee: 
House Bill 1022 by . Jim Milum, R-Harrison" to implement the const'itutional $ 
20,000 homestead exemption for homeowners 65 and older. The 'bill was defeated in 
the House Revenue and Taxation Committee. 
HB 1299 by Rep. Ted Thomas, R-Little R'ack, 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 Hendre~, R-Sulphur Springs, known as the Fetal Protection 
Act. It passed with 51 favorable votes in the 100-position House and ,goes to the 
Se'nate. ':' 
HB 1360 by, Rep. Jim Magnus, R-Lit'tle' Rock, to require a 24,-hour waiting period 
before an abortion is performed so. the doctor can provide the patient 
information about the procedure. I,t has not been considered in the House Public 
Health, WeI and Labor Committee. 

, . 
Senate Bili 1212 by Rep. Harmon,Seawel, D-Pocanontas, to repeal mandatory summer 
school for students in kindergarten through third grade who are ,failing. It is 
pending in,the Senate Education Committee. 
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SB 279 by Sen. Mike Beebe, D-Searcy, and others, to authoriie a pilot program of 
I 

performance-based budgeting, a syste, under which state funds would be allocated 
to agencies on the basis of how well: each agency meets its goals. 
Slug Line: yxgr-huckwk IB 
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HEADLINE: Bill passed by House restricts legislators' business with'state 

BYLINE: RAY PIERCE, AND ELIZABETH MCFARLAND, ARKANSAS DEMOCRAT-GAZETTE 

BODY: 
Arkansas came one 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 Bill 20, by Sen. Mike 
Beebe, D-Searcy, which will restrict the kind of business lawmakers can do with 
the state. 
The bill sailed through a House committee and the full chamber with no 
discussion. House Bob Johnson, D-Bigelow, s~id that was a testament to 
the reforms that 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 
after news reports that a legislator and two others closely associated with 
legislators received state grants without bids. In November 1997, 
an investigation into ch'ild support enfor'cement 
associated with state lawmakers. . 
Gov. Mike Huckabee issued an executive order in F.ebruary 1998 prohibi 
state agencies from hiring lawmakers and limited the businessi state 
do with' legislators, constitutional officers, state employees and their 
relatives. 
Johnson worked closely with Beebe on the'bill. He said it's.important 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 HB 1207 by Rep. Randy Laverty, , 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 possibility of, 
instant divorce one year after willful desertion or 18 months continuous 
separation. 
SB 111 by Sen. Doyle Webb, R-Benton, would require a 30 day" off" period 
from the time such divorce cases are filed to the time a divorce could be 
granted. 
Sen. Mike Everett, D-Marked Tree, spoke against the bill, after 18 months 
separation, "not has it cooled off, it may be heated up ,in another area of 
the state." 
Senators voting th~ bill were: Mike Bearden,D-Blytheville; Jay 
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Bradford, D-Pine Bluff; Everett; Bil 
D-Van Buren; Cliff Hoofman, D-North 
Kennedy, D-Russellville; and Jodie M 
Among bills filed in the House on Mo 
HB 1359 by Rep. Jim Magnus, R-Little 
companies that invest in new energy 
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-emission vehicl 
HB 1366 by Rep. Sandra Rodgers, D-Ho 
Public Safety. Her bill would put th 
such as the Arkansas State police, t 
Beverage Control Division and the st 
roof. 
Rodgers said her primary concern was 
employees between the various agenci 
structure, state police troopers who 
police would have to either retire f 
then make another application. 

'HB 1355 By Rep. Calvin Johnson, D-pi 
cancer an~ increase the availability 
Senate bills filed Monday include: 
SB 279 by all 35 senators 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 

LANGUAGE: ENGLISH 

LOAD-DATE: February 17, 1999 
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Gwatney, D-Jacksonville; Morril Harriman, 
ittle Rock; George Hopkins, D-Malvern; Tom 
hony, D-EI Dorado. ." I 

I 

day were: ! 
Rock,' which would prov~de tax credits to 
echnologies. The tax c~edits would be equal 
not more than a compan~'s total tax bill 
s are figured in. The qill also provid~ 
t comply with the cond~tions of the bill. 
the Arkansas Economic Development 
~.in things like solar Ipower vehicles or 

e, to create an Arkansas Department of 
I

state's various law enforcement agencies, 
e Arkansas Highway police, the Alcoholic 
te Capitol police, und~r one administrative 

to provideflexibilitylOf movement of 
s. She said that under the current 
may want to take a job with the highway 
om the state police or quit their job and 

e Bluff, to raise awarJness of prostate 
of diagnosis and treat~ent of the disease. 

e a pilot program of plrformance-based 
o meet certain goals iA order to justify

I 

s, to increase the sales and use tax 
the price of new or u~ed vehicles. 

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

BYLINE: RACHEL O'NEAL, ARKANSAS DEMOCRAT-GAZETTE 

BODY: 
A Senate committee 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 ~ffairs unanimous~y 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 Huckabe~'s executive order. 
The order includes all state elected officials, but SB 20 applies to 
constitutional officers governor, lieutenant governor, secretary of state, 
treasurer, attorney general, land .commissioner, and auditor - and state 
representatives and state senators." . 
Huckabee's F:eb. 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 offic~rs, state 
employees and their relatives. 
Under the order, some business is allowed betwe,en state ;agencies and public 
officials or relatives of public officials. 

was a part of his response to allegations of 
In November 1997.1 the FBI, the Internal Revenue 

the Pulaski County prosecuting attorney's office and the'Arkansas State 
and sllbpoe~ the offices of several state::.,

held state child-suR~.c..eme.nt contracts/("'That 
,.,...---. 

were hired for state jobs, though two later resigned 
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,Cot,lncil when t;he Legis~ature is not in 
session. 
Former'members of the General Assembly and their spouses are not eligible for a 
job with any state agen8Y 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 officer nor his spouse can enter a lease agreement, 
contract or grant with any state agency unless it was competitively bid, if 
required by law. If competitive bids are not required by law, the 
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constitutional officer must obtain a 
Budget Committee or Legislative Coun 
Also Tuesday, the committee delayed 
R-Greenwood. The bill would establis 
officials from office. 
Walters has had recall proposals bef 
out of the committee. On Tuesday, th 
make the,bill acceptable to members. 
walters said he bel 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 old 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 

LANGUAGE: ENGLISH 
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proval from the govern~r and the Joint 
il .. 
ction on S8 10 by Sen. IBill Walters, 

a procedure for recalling elected 

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

Itate but Arkansas has some form of a 

, "I.to SB 50 out of the comm1ttee. The bill 
directly to Arkansas rcisidents. 
ught with him a bottle lof single malt 
hone from an Illinois liquor company. He 
he was ,over the age of 121 but did not ask 

," Scott said. "All she wanted to know is 
was using." I 
1997 which was approved by the Senate' but 
, some lawmakers had qJestions about how it 

I 

I
he motion that would have allowed the bill. 

emain. on the committei'. agenda. 

I 
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HEADLINE: If in place,; 

legislators; 

can keep; 

state jobs 


BYLINE.: RACHEL O'NEAL, ARKANSAS DEMOCRAT-GAZETTE 


BODY: 

After'the 1997 legislative session, state Reps. B'illy Joe Purdom, Ed ' 

Thicksten and Bobby Hogue obtained state jobs. Purdom and Thicksten resigned 
after eyebrows were raised by their legislative colleagues. Hogue's contract was 
not renewed. 

, . 
While a number of lawmakers hav~ state jobs, most came into the Legislature with 
the job. Purdom, Thickstenand Hogue were criticized 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 aga:'inst 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 Representatives, was hired in 
1997 as assistant athletic director at Arkansas .State University. His ASU 
contract was not renewed when it expired July·l. ASU officials said they 
believed an executive order issued by Gov. Mike Huckabee prevented the contract 
renewal. 
Purdom, Thicksten, and Hogue couldn't run for re election this year because they 
reached the limit Amendment 73 set on legislative terms. 
On Feb. 27, Huckabee iss~ed 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 ~ithlawmakers, 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 director, he is not a 
political appointee and was a state employee before he was elected to the 

slature. 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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Steele said after he takes the oath 
general's opinion on whether he can 
director. But he said he doesn't hav 
state representative. 
"There are over 20,000 state employe 
to run for office just like anyone e 
The executive order prohibits state 
entering into contracts, leases or p 
officials unless the contract is awa 
The officials include legislators, c 
commissioners, state employees or th 
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 spous 
lawmaker, constitutional officer or 
director of the state Department of 
There are several state lawmakers, b 
schoolteachers. 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. 

or 

ore 

s. 
. 
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f office, he will ask f10r an attorney 
ontinue serving as the Icommission's, 

any doubt that he is entitled to be a 
, I 


s in Arkansas. They should have the right 
se," Steele said. r 

gencies under the govei:nor's control from 
rchase agreements with la variety of st~te 
ded through competitive bids. 
nstitutional officers, Iboard members ~md 
, immediate family members of any of those 
ng contracts, leases or I other arrangements. 
es under the governor'~ control from hiring 
constitutional officer IWhile that person is 

immediate family member of any 
tate employee without prior approval of the 
inanc€! and Administration. 
th incoming and incumb~nts, who are public 

they were elected~o the Legislature. 
his' brother, Gene Jeffress of Louann, are 

Gene Jeffress, a Democrat, recently was 
I

Gene Jeffress teaches at Camden-Fairview 
I ' 

S at 	Crossett High School. 
blic 	schools and univetsities are: 

a sear~h-and-seizJre class to law 
Arkansas at Littl~ Rock. Ferrell, who 

is a lawyer. 
ean of the School of Education at the 

Johnson, a Democrat, ~as elected to the 

Harmon Seawel of Pocahontas is super'ntendent of the Maynard School District. A
I , 

Democrat, Seawel was elected to the ouse District 77 seat. j , 

,Robert J. White of Camden, a Democra , is director of student life at Southern 
Arkansas University at Magnolia. He as elected to the HOUS~ District 37 seat. 

I 

Arnell Willis of Helena, a Democrat, is a professor at Phillips County Community 
College. He was elected to the House District 99 seat. I ' 
Other lawmakers are connected with state contracts, all of which were in place 
before Huckabee's executive order to k effect J~ly ~. I 
According to his 1997 Statement of inancial Interest, filed in January, Sen. 

, 	 I 
Nick Wilson, D-Pocahontas, holds a financial stake in Med-U~Care, a company that 
h~s a contract with the state Depart ent of Human Services. I It provides services 
to developmentally at-risk ChildrenjSUCh as low birth-weight babies. 
Wilson is under investigation by th FBI, which is investigkting insider dealing 

, 	 I 
in state government. I 

Wilson has done some lawyer work fo, Multi Services Inc., a firm that had a 

state contr~ct to provide state chi d support enforcement services in nine 

counties. Wilson is a longtime frie d of the firm's managerl, Greta Blankenship 

of North Little Rock. He also lease office space in Pocahohtas to the firm. 


I 

Wilson and state Sen. Mike Bearden, D-Blytheville, have both done child-support 
enforcement work for Murrey L. r~ r of Pocahontas, who hapI a two-year, $ 
840,760 child-support contract. Gri er is Wilson's former l~w partner'. 
~ other incu~~nt-1awmaker~ have onnections with child-support enforcement 
fontracts. , 	 I,' 
~ Allen Gordon, D-Morrilton 4 law partner with Bart ~irden, a Morrilton 

<., "--.:...:~=-..::..::..::=:.::.:.....:::..-:.:..:.:~;;,.;;;..;;---. 
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attorney, who has a $ 116,000 contract. 
R~lley Child Support Enforcementl Inc., which has a two-year, $ 854,000 
co~tact.The corporation was formed by the Phillips and Douthit law firm. Sen. 
Tom Kennedy, D-Russe~lville, is a partner in the firm. Kennedy wasn't a senator 
or a ~ember of the firm when the firm obtained the coqtract. 
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 tha't 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 Sciences involved 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 unit, 'a~ 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, also reported 
filling prescriptions for Medicaid reci]?ients through the Department of Human 
Services. 
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 
~he Department of Health. His firm, :Ross Pharmacy Inc., also has a 'contract 'to 
provide the same services to an insurance group for, public school employees and 
state employees, he reported in January. 
Some lawmakers are related 'to people who do business with the state. 
State Sen. Wayne Dowd, D-Texarkana, reported on his 1997 stat'ement that his 

,wife, Margaret, a certified public accountant, performed accounting services for 
the state Board of Public Accountancy. 
Dowd, a lawyer, also reported that, he provided legal servi,cesto the Red River, 
Commission of Arkansas. " 
Acc~rding to disclosure records kept by 'the Department of Finance iind 
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 full-time position as a Department of 
Human Services research and project analyst. She makes $ 36,695 annu,ally. Both 
of her jobs were approved by the Department of Finance and Administration. 
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The FBI is looking into a workers' c 
Arkansas School Boards Association. 
Dan Farley of Little Rock, assistant 
that the FBI has contacted the assoc 
He said executive,director Tommy Ven 
board last week at its convention in 
Venters has hired lawyer Bob Compton 
investigation. The association this 
Rock to represent it, Farley said. 
He referred all questions about the 
comment. 
Farley said the association created 
three or four years ago. The program 
in the state. All school districts i 
School District participate in the p 
Farley said Management Claims Servic 
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 

7 ra' the 
with the 

The FBI in Novembe 
'%; ocahontas, and others. 

Rock Newspapers, Inc. I', 
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7, 1998, Monday 

• 

I 
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I
ope1ated by the 

executive director, confirmed this week 

ation. I 


of Benton briefed t·he association s
t 

Little Rock. I 
I 


of El Dorado to repres~nt him in the 

eek hired attorney Nate Coulter of Little 


I 
nvestigation to Compton, who declined to 

self-insured workers'compensation program 
covers nearly all public school employees 
~he state except for ~he Little Rock 

ogram. 
Inc. of Little Rock handles the claims for 

e was incorporated in May 1996 with Lela 
agent. I 
is vice president. Taskey could not be 

the matter] because tftJe investigation is 

1··1. b er 
governm~nt amid allegadions of insider 
state-, fde era lnvestlgatlon has een und 

of state Sen. NJck Wilson, 
I 

The Arkansas Democrat-Gazette confir ed more than 20 subEoenas issued iU-the 
case. Several weeks ago, target lett rs reportedly were sent to several people 
~ected to th~ investigation. Seve al of the purported re~ipients declined 
comment or denied that any such lett r had been received. i. 
Target letters were purported to hav referred to several subject areas as areas 
of investigation. Workers t compensat' on was said by sources Ii asking not to be 
named to be one of the listed areas. , 
Another area involved in the f'ederal state investigation is a $ 3 million 
program for lawyers representing chi dren with parents involved in divorce 
proceedings. Contracts were not adve tised and went to a stAte lawmaker and 

I 
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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 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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More than a year has passed since agents swept into offices, including 

that of state Sen. Nick Wilson, and arted off boxes of docu~ents. 
I 

On Nov. 5, 1997, FBI agents investig ting al of insider dealing in 
state government served subpoenas an search warrants on the! office of Wilson, 
D-Paragould, among others. ! 
Since then, rumors have come about who was going tolbe indicted and 
when, including a round that d feverishly through the state Capitol on 
Wednesday. 
Lawmakers were whispering about whet r any of their COlleag~eS had received 

I ' 

letters notifying them that they are the target of an investigation. If any had, 

they weren't talking to reporters. 

Wilson said he hadn't received one an wasn't focused much 01 that possibility. 

"I really don't stand or my mail," he said. I 

"I've been asked that on for a year. I've read in the paper 

that things are going on and I hear 0 casionally from people who say theY've 

talked to investigators: But other th n that, I don't know," ihe said. 

Another senator who was asked if he h d received a target le~ter replied, "If I 


I 

did, I wouldn't te,ll you." I 
Most lawmakers simply declined to co or didn't return telephone calls 
placed to them to ask whether they ha 'I' 
Rumors were so thick, and confirmatio lacking, that it b6iled down to 

I 

something like this last week.: The pu letters purportedly identified a 
half-dozen areas of purported governm ntal inquiry that purportedly could 
involve the purported recipients of t e purported letters. , 
U...:.§.. Attorney Pau] a Casey. :w.l:l.G.sa...o.f ' .e...x..e.p.o.r..t:.edly is overse~ing~the 
invest igat ion..§..~lined_t.o_corruneJlt , I 
The year-ago seizures nabbed the reeo and three other senators who 
have ties to state child-support enfo cement contracts.

" , I
The <EM>Arkansas Democrat-Gazette<!EM has confirmed more than 20 subpoenas 
issued in the case, some of them seek'ng 1994-96 taxrecords:of Wilson; state 
Sen. Mike Todd, D-Paragould; state Re . Wayne Wagner, D-Maniia, and others. 
Neither Todd nor his attorney, Sam' Pe roni of Little Rock, would comment on 
whether Todd h?d received a target Ie ter. rI' 

Wagner did not return telephone calls. ' 
One indictment has come out of federa investigations of possible corruption in 
state government during the last year - l'ast month' s indict~ent ~f a former 
Harrisburg nursing home administrator on federal charges of 80nspiring to cover 

. I 
up the circumstances of an elderly ient's death. I 
That indictment can be traced to a line Gov. Mike Huckab~e set up last year 
to report allegations of fraud ,and se in state government] It is Believed 
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that a hot line tip led to a still-ongoing FBI investigation of the stat~ 'Office 
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 in, jail and a fine of $ 
2~O,OOO. • 
Carol Turner, the home's former assistant director of nursing, pleaded guilty in 
October to a conspiracy charge in the case. 
Crawford and Turner conspired to cover up the circumstances surrounding the 
death of Augusta Edna Gray, Casey said. 
Gray was found outside the nursing home the, morning of ,Aug. 31, 1995, 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 contracts or were doing 
business with the state. 
It started in September 1997 after news stories broke about three grants 
totaling'$ 750,00'0 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 Elizabeth Turner. The grants were awarded without bids 
and with little notice. ." 
Amid publicity, Wagner returned his $ 125,000 g~ant, Mizell returned her $ 
250,000 grant and Turner'returned allbut $ 6,000of 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 Education, 
and the wife of former Gov. Jim Guy Tucker's chief of staff, Neal TurneJ;'. M~ zell 
is a former employee of the state Bureau of Legislative Research. 
Before she dropped out of the program, Elizabeth Turner hired Todd, as ~ 
subcontractor and at a salary of $14,584 a month. He was paid for two months 
and has returned all of the money. f 

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 w9rk. He has satd he was surprised when he 
received a $ 9,000 ch~ck from Turner as payment. He said tore up t?e check. 
odd and his law partner, Andrew Fulkerson, run Greene County Child Support 


Enforcement, which has a two-year, $686,006 stat~ co~tract t~ collect, ' 

child-support' payments. " . ' " , 

Todd is among a numb'er of current lawmakers who are connected with 

~child~support enforcement contracts which were the subject of subpoenas last 
year. They are: 
Multi Services Inc., a firm which' provided child 'support enforc~ment services in 
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 Litt Rock. H,ealso 
leased office space in Pocahontas to the firm: , 
In October 1997, Pulaski County Prosecuting, Attorney Larry Jegley issue,d two 
subpoen~s 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, 19~7. 


Murrey L. Grider of Pocahontas, who had a two-year, $840,760. child-support 

ontract. Wilson and Mike Bearden,D-Blytheville, have both done child~support 
nforcement work for Grider, who is Wilson's former law partner, Mi'zell 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' coordinator for the state Reti'rement, 
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I 

and Relocation Program. making $ 60. '00 a year. She resigned amid news reports 
that Wilson sponsored an amendment w ich appropriated funds ,to create her job. 
Bearden would not comment on whether he had received a targe1t letter. 
Bart Virden, a Morrilton attorney, r 
a law partner of Sen. Allen Gordon, 
responsible for the child-support en 
River Valley Child Support Enforceme 
contact. The corporation was formed 
Tom Kennedy, D-Russellville is a par 
Both Gordon and Kennedy said they ha 
<EM>Information for this article was 
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 
sta~e contracts and grants, including a $ 3 million grant to provide l~gal 
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 office 
recently has dispatched target letters. 

"I can't discuss matters about the grand jury. I know that seems a novelty to 
most people in A:nerica 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 Wi Is'on' s off ice las.t· 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 investigators. 

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 gr.ant, said he had one main thought about the ongoing ,investigation: 
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"I just want this to be over. I'vgot kids. I've got twd col educations 
to pay for." I 

Wilson has consistently denied an impropriety. But he hals been at the 
iof the investigation since it was sparked in Septe,mber 1997 by 

revelations that several legislators and th~ir friends were benefiting 
financially'from programs created votes cast by those sa~e legislators. 

I 
The FBI, IRS, State Police and al prosecuting attorney, investigators 

raided Wilson's office in Little Roc more than a year ago. Other agents 
simultaneously raided Wilson's offic I in Pocahontas. They aliso hit the 
Batesville office of prosecuting att rney T.J. Hively. 

Agents took financial records, do harb drives.
I, 
i 

Grand jury subpoenas filed at the federal courthouse sought records from 
Murray Grider of Pocahontas, Wilson' former law partner. Th~ records related to 
his child support enforcement t and personal income tkx returns for the 

Ipast several years. I 
I 

i 
Another subpoena sought records 0 Inc., a reai estate company 


owned by Grider. The company leases Walnut Ridge tol the state Health 

Department and the State Police. 


I 

Other angles of the case include ilson'srole in adding ~n amendment to the 
state budget in 1997. The amendment esulted in his wife andlher college 
sorority sister landing jobs promoti g Arkansas as a haven for retirees. They 
later quit the jobs, citing adverse blicity. , I 

Witnesses who baye been going bef re the grand jury for much of the year said 
pro~ecutor;-aeeear to be int;reste ' UeasJ~,.Swo state" pr9grams. One is',_~l'fe-$ 
~ m111ion pilot grant program passed in 1997 for lawyers to prov1ae-regal 
s~rnces to chiJ,.dr.en-in disQutea. custodLS~~' Th: oth_:.:r;_.!~_':.."'::93 ~r~gr,?-_~ to 
hire private la~ers to collect past due child support payme~ts ror-cn11dren on 
p~ ic as..si..s..t.ance. -- ......_. --~.. .••_". I .------, 

Two lawyers tied to shares in the grant pro~ram: Mona Mizell, a 
longtime Wilson friend and former islative staff member, imd El:izabeth 
Turner, wife of Wilson friend and 10 yist Neal Turner. 

Neal Turner is also by State Police fbr the $ 100,000 in 
contracts from state leaving former Igovernor Jim Guy 
Tucker's administration in 1996. I 

i 
Elizabeth Turner reportedly tried 0 pay Sen. Steve Bell ~D-Batesville) $ 

9,000 for setting up her new corporation. Bell said he neverlasked for the money 
and tore up the check as soon as he r ceived it. 

I 
Rep. Wagner also received a Todd (D-Paragould), sponsor 

of the bill creating the grant , subcontracted with T~rner to share in 
her grant. \ i 

Ipartner - on a childMizell also works for Grider 
I 

support enforcement contract. Sen. Be and Wilson's son, Kirk, 

also are participants in Grider's con 


I 
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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 lobbyists. 

To reach 'reporter Joan I. Duffy, call (501) 372,-2907 or E-mail 
duffy@gomemphis.com 
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hen they focus co1nsiderable 
investigative forces on somebody, th y don't publicly confir:m it. 
Oh, you have exceptions. Kenneth Sta t was appointed to get Bill Clinton, so you 
didn't need confirmation. i 

The typical practice is that after e feds have bu~lt theirl case against you, 
they'll confirm to you in a letter at you are a "target" and that they'll 
present the goods they've gathered 0 you to a surely rubber:-st~mping grand jury 
in a couple of weeks. I 
They'll kindly inform you meantime you can feel ;free to volunteer to 
testify, or confess, or whatnot. Mos people choose the whathot, which entails 
hiring a lawyer and and wai ing from the "true bill i" to be voted by the 
grand jury, a "true bill" being an i dictment. I 
N . one in the U.S. attorney's office or the FBI will confirm! any partiC"1!l.~}>-,] 
person as t u of an lnvestigat'on we know to be taking place into alleged 
p,atte:r::.u.!3-Q.L..g.J;:.a.f.t.,-c.o.r;r.\.!ru;....iQJ,J_and-as.~ orte lC ~Eacks in state government .. . 

(Q--..cllli '. ....._

contrac!ing. I / 

The investigation grew out of disclo ures that a few lawyersl, some with ties to 
Sen. 'Nick Wilson, the lative ki gpin, presumed to cornet the market on a 
new and lucrative taxpayer-funded pr gram to provide legal s~rvices to children. 

I 
From those disclosures, uestions we e raised in the press about a pattern of 
c 1 support enforcement contracts Wil~~a~ p'~rtner or 
6ffierlegfSIa t o.r.E-or.::Thgj....§.~Cl,.t;;j....'l.~9,..s..J3~.. I • 
But one thing you can do in such a c se is ask the candidly irascible Wilson 
himself if he has the se~se that he 's under individu~l inve~tigation by the 
U.S. attorney and agents of the FBI. 
"Yeah," he says, "Have been 12 months." i 
That shouldn't se. After all, a year ago the FB[ raided the offices 
of Wilson's nonprofit operation in R'verdale, the Arkansas Cknter for Public 
Affairs, and took off with everythin not tied down, i 
"Tell you a little story about that," Wilson begins as if hel thought no one 
would ever ask. He says that a few m nths ago his lawyer wen~ before a federal 
magistrate to try to get the records returned, but the feder~l magistrate 
declined, "since he gets the' same bl e check from the same gbvernment that pays 
Paula Casey" she'd be the U. S. atto ney- "and the FBI." I 
So three months ago his lawyer took he matter to a federal district judge, 
Stephen M. Reasoner, a Republican ap I 
"You just knew the Lord would see th like thkt,,, says Wilson, a 
yellow-dog Democrat. I 
This was on a Thursday, r emphasis. The judge ~ecliried to order 
the documents returned, but indicate publicly after a private discussion with 
lawyers that he was mildly uncomfort le with the situation. I 

http:l.~9,..s..J3
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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 sof,tware 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 files were still stapled shut, which is how the 
feds had found them. 
Wilson relates the story to contend that nothing incriminating existed in the 
record and to build a case about how abusively aloof the feds can be: They ~ake 
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 Clinton and 
his elastic apologists alleged of Kenneth Starr could be alleged by any pooi sap 
lucky enough to have the investigative and prosecutorial 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, ~he more you look, the more you find. 
And it seems to center on Wilson and his occasional business enterprises that 
intersect with state government. , 
Wilson says authorities have his bank statements and tax records and even some 
paid bills from 199,7 that he needed for his taxes, but ate. He says he's heard 
secondhand that two or three people who have done business ~ith him have, been 
visited by the FBI. 
"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 beginning in January. 
<EM>John Brummett's column appears every Tuesday, Thursday, Saturday and 
Sunday. </J;:M> 
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The head of the state Office of C ild Support Enforce 

I, 
tl that 

hild-support co racts. 

Review Committee' thatl'the private 
contracts "don't make sense." I 
Several of those contracts are held y current or former lawmakers. A federal 
grand jury in Little Rock and the FB are looking into the c~ntracts as part of 
an investigation into allegations of insider dealing in statb government. 
In 1993, the Legislature approved a easure allowing privatellaw firms or 
private lawyers to handle child-supp rt contracts. The law a:ffected two kinds of 
contracts, legal-service and full-se ice contracts. ; 

I
Under legal service, the lawyers, am ng.other things, work out settlements on 
child-support payments. The full ser ice contracts include other functions, 
including interviewing parents and e tablishing paternity. I 
Before 1993, the Department of Human Services, through its Office of Chief 
Counsel, assigned in-house lawyers t handle the legal service contracts. County

I 
judges and prosecuting attorneys han led the full-service contracts. 

, , I 
McDonald said he supports slatio that would requlre sta~e lawyers to 
perform all the work. . I 
The office has five private ice contracts, includin~ a contract held by 
Greene County Child Support Enforcem nt. The company is run by Sen. Mike Todd, 
D-Paragould, and his law partner, Pa agould Municipal Judge Andrew Fulkerson. 

I
Multi Services Inc., which had a $ 1.87 million full servic~1 contract for nine 
counties, quit in July, halfway thro gh a two-year contract. Sen. Nick Wilson, 
D-Pocahontas, rented office space to the company and did som~ legal work for it. 
The Child Support Enforcement Office has four private legal-service contracts,

I 

all of which have connections with c rrent or former lawmakers. The two-yearI ' 
contracts expire in July. They are: : 
Murrey Grider of Pocahontas for Crit enden, Cross and Poinsett countie~, $ 
840,760. Grider and Wilson are forme law partners; I I 

River Valley Child Support Enforceme t Inc. for Pope, JOhnso~,'Yell, Logan, 
Scott and Montgomery counties, $ Tom Kennedy, b-Russellville, and 
two other lawyers run the company. 
Southeast Arkansas Child Support Enf for Bradley, chicot, Desha and Drew 
counties, $ 674,289. Bynum Gibson of a former stkte, representative

I 

and a former chairman of the state D Party, heads the company. 
Bart Virden of Morrilton for Conway 

I 
ounty, $ 116,000. Virdeh,s law partner is 

state Sen. Allen Gordon, D-Morrilton. 
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I, 
said Monday he has ~oluntarily 

submitted fingerprints and handwriti g samples to the FBI inl its continuing 
investigation of legislators with te contracts. i' 
Wilson said the FBI requested the ormatiori a couple of ,/months ago, and he 
went to the federal courthouse in to comply. iI 
liMy attorney said this is what they 0 in the process. It's J:1ot unusual for them. 
to go through that process," Wilson aid. 
He said he has no idea why they want d the fingerprints and pandwriting samples, 
but he didn't mind submitting them. i 
Bill Walmsley of Batesville, Wilson'. attorney, said the request is the only one 
made of his client since the FBI on v. 5 raided the officek of Wilson and 
several others whose firms hold stat child' support enforcem~nt contracts. 
"It's usual. I know there have been some others asked for th~ same thing," 
Walmsley said. . I 
The investigation into state child sort enforcement contracts rew 
review t a 'ke Huckabee or S te T e review revealed 
s.everal state lawmakers were C.o had...,.g.h,ild suppgrt 
~t0~eeme~cts. I 
Huckabee ordered the review after tions of insiderdeali~g arose over a $ 3 
million grant program that the ture authorized this year to provide 
attorneys for children involved in cu tody disputes. I 
The grants were given without adverti ement and without bids to a stateII 

legislator and two friends of state I wmakers. '. 

Pulaski County Prosecuting Attorney L rry Jegley asked the UfS. Justice 

Department in September to investigat the child custody grant program. The 

state police is also contributing to he investigation. : 

Dan McDonald, administrator for the s, ate office of child support enforcement, 

said he has not talked with the. FBI i about six weeks. i 


"I know they've done some interviews nd picked up some morejrecords, " he said. 

McDonald said the FBI obtained the of ice's lega~ action rep<prts from fiscal 

.1997 on several contractors, includin .Multi-Services Inc. of Pocahontas and 

Little Rock. I 

Multi Services holds a two-year, $ 1. 7 million state child ~upport contract and 


I 

was one of the contractors whose reco ds were taken by the FBI last fall. Wilson 
leases a building in Pocahontas to Mu ti-Services and has performed legal work 
for them, though not in connection wi h the state contract, fue has said. 
"This report is supposed to show lega activity for thattim~ frame. I assume 
it's a basis for which they can trace court activity from th~ files," McDonald 
said. . I 

iWilson also said the FBI has returned the records from the Arkansas Center for 
Public Affairs, a nonprofit corporati n he founded that prOVides public 

I 
I 
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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 appropriateness of the FBI taking its records, 

the FBI said the entire matter was confidential, wa,)ms~ey said. 

"It's a little bit scary to me the amount of authority 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 tha~ 
returning seized documents "wouldn't be unusual. That's.just a normal course of 
business." 
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Citing evidence of wrongdoing, th state child support enforcement office 

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

I 

I 
Hively had submitted a letter Mon ay to state officials ~aying he was 

terminating his contract with the Fi ance and Administration Department's 
child support office. He offered to eave in 30 days, but t~e state ousted him 

Isooner. 

, 'There was sufficient evidence 0 wrongdoing, and the c6ntract needed to be 
terminated immediately, " said Richa d weiss, director of the Department of 
Finance and Administration. i 

Dan McDonald, the head of the sta e office, said Hively's former employees 
were being given the chance to conti ue as temporary state ~mployees in their 
present positions. Susan Brewer, a p ogram analyst ·for the state office, is 
filling in as manager at the Batesvi Ie office. 

McDonald said the state later wil advertise'for 10 to permanent positions 
for the 16th Judicial District Child Support Enforcement UnIt, which serves 
Cleburne, Fulton, Independence, Izar and Stone counties. Ttie state does not 
plan to seek a new private operator" he said. Legal services will be provided by 
state attorneys. 

I 

Regional child-support enforcemen units track down dead~eat parents! 
establish paternity when neces'sary a d collect child suppord.

I 

·iHively's office was raided Nov. 5 by FBI agents who seized check ledgers and 
other financial records. McDonald sa d Legislative Audit al~o will investigate 
Hively's office. 

a er has reported that Hivel 's unit 
~~~~~s~~~~r. It repor~ed Sunday that 

Independence County Deputy Prosecuto Vickie Warner has don~ most of the legal 
work for the unit, but records show he has gotten little of the $ 317,394 the 
unit spent on services in the ast 4 1/2 years. Instead, much of the money 
went to Hively, the paper said. 

~~~~~~~~~s~t~a~t~e~~b~~~~~__ 
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As prosecutor, Hively, 55, has run the Batesville unit since July'1993. His 
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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BATESVILLE -- Vickie Warner has d 

JUdicial District Child Support Enfo 
gotten little of the $ 317,394 the u 
years. 
Since July 1993, ,Prosecut 
unit, which identifies and 
Arkansas counties. 
He has paid Warner just $ 9,015, acc 
Hively's private law firm, Hively 
records reveal. 
The 16th Judicial District unit's 
paid $ 76,431 for legal services in 
$ 13,168 in the first 21/2 months of 
The amounts Warner and Hively were p 
sent the Arkansas Office of Child Su 
of the unit's expenses. 
The Arkansas Democrat-Gazette report 
the state by nearly $ 35,000 in 1997 
office supplies. 
The FBI has been invest 
~~f~f~i~c~e~N~o~v~.~5~.~s~~~i~~~'~~~~~·e.. 
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I 
ne most of the legal work for the 16th 
cement Unit, but records show she has 
it spent on legal servibes in the last 41/2 

i
T.J. Hively of Batesviille has run the 

adbeat parents in five borth-central 

I 
rding to canceled checks released by 

Ketz. She has gotten npthing since 1995, 
I 

ck ledgers show that Hi~elY himself was 
997. The law firm's checks show he was paid 
this year. I 
id disagree with the bi~ls his unit has 
port Enforcement. The state reimburses most 

I . 
d April 12 that Hively's unit overbilled 

for expenses from paternity to 

it since last year .....l.t._raid~d Hivel~ 
and.~ther financial re~s. 

The state office has been reviewing its contract with Hivelyi,s unit, according 
to Administrator Dan McDonald, who d clined to say what othe~ steps the office 
might take. > I 
Until this year, the 16th Judicial unit wrote its l~gal-services checks 
directly to Hively, whose name was one to appear onlthe reimbursement 
bills the unit sent the state. The te office understood that Hively was 
receiving all the money and, in turn, was paying a portion t9 Warner, officials 
at the state office said. I 
Hively, in an April 2 interview, woul not say how much Warner was paid for her 
work, which includes reviewing case files and appearing in C9urt. 
Citing the Arkansas Freedom of Inform tion Act, the Democrat~Gazette asked April 
,14 for copies of all cpnceled checks ritten from the firm's,account or from 
Hively's own attorney-at law account to Warner for child-support enforcement 
work. I 
On April 16, the firm produced four c ecks, all written from Hively'S 
attorney-at-law account between 1993 nd 1995, totaling $ 9, 15. The firm 
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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 $ 317,394 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. 
Hively said then that Warner was "very satisfied and very happy with her working 
relationship with our firm, and we're very happy with her. You've seen the 
documentation we've had with the state since January." 
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 ~ 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. 

I

But what the unit reported to the state does not match what its check ledgers 

and the law firm's canceled checks show. 

In, Janu~ryf ~arner 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 

was given for the $ 6,585. . 

The unit's check ledgers show i't wrote two $ 3,292 checks to Hively and Ketz. 

The law firm's records !?hoW those checks were deposited into the firm's 'account; 

and that the .firm then wrote tw.o $ 3,292 checks to Hively. 

In March, the un~t listed only Warner 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 

wrqte 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 coptractor 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 definitely be questionable, 

and it appears to me that would be circumventfng the spirit of the contract," he 

said. 

Hively's contract covers Cleburne, Fulton, Independence, Izard and Stone 

counties. In addition to lega,l fees from his child-support enforcement unit, he 

earns $ 69,016 a year,for his work aEi a part~time prosecuting attorney in 
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reduced its reimbursement payments 
not meeting state averages for child 
with a new computer system, the stat 
The problems with Hively's unit coul 
Office of Child Support Enforcement. 
enforcement program comes frqm a fed 
grant. That agency can hold the stat 
In turn, the state office can hold i 
contracts and even seek repayment fo 
other improprieties. The situation i 
"First of all, I'd want some explana 
"I'd also want some from th 
they are in their invest ion and 
point. 
"We certainly have the accordi 
if we found there to be wrongdoing. 
terminate. We give a 30 day notice." 
McDonald said Thursday he hasn't 
State law requires the agency to 
government would likely seek the ret 

1 percent to penalize Hively's unit for 
support collections. Be'cause of problems 
stopped calculating t~at ty in July. 
translate into problem's

I 
for the state 

The money for the state!' schild-support 
ral Department of Health and Human Service~ 
responsible for misspent money.

I 

s contractors responsib;le. It can terminate 
overbillings, unallowable expenses or 
complicated by the FBII investigation. 

ion from the contractor," McDonald said. 
current investigating ~nits as to where 

hat would be proper fori me to do at this 

g to the contract terminate the contract 
e don't even have to hare a reason to 

ussed the situation wit,h Hively. 
a loss of funds, andl the federal 
of money spent in violation of its 
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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." 

Photo: 

T.J. Hively 
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Hively did not return a phone call M nday. But in a press release made public 
late Sunday, he said Yeager had agre d to go on voluntary, Jnpaid leave while he 
investigated the billing discrepanci s. I ,
Yeager said she did not think she ha a choice. ,But she defended herself ~n' a 
telephone interview. 
"I have done nothing wrong. Not one ime, " said. "I Jeel like there is a 
lot of wrong' things being done, and orneday and before tdo long -- all of the 
truth is going to come out. It's goi g to come to one persoq, I one man. It'S 
going to be the person who holds the contract to the unit, ~nd it's going to be 
him. " 

I 
I 

Since becoming prosecutor in 1993, H velyhas had a contract with the state 
Office of Child Support Enforcement o track down deadbeat Barents, establish 
p~ternity when necessary and collect child support for the five counties in his 
district - Cleburne, Fulton, Indepe dence, Izard and Stone~ 
His contract, one of 20 across Aikan as, calls for the stat~ to reimburse the 
majority of his unit's administrativ costs, including sala~ies, paternity 
tests, court costs and office equipm and supplies. The contract stipulates 
the unit must bill the state for rei ursement based on whad it has actually

I 
Ipaid. 

After reviewing 1997 records, the De oc'rat-Gazette reported Ithat Hively's unit 
reported to the state that it spent 406,351. the unit's check ledgers showed 
it paid out only $ 371,560. 

, I 

i 
Yeager prepared the bills sent to th state office. She said she based them on 
the invoices vendors sent her, not 0 what she paid them. II] 

I 
took the amounts 

that we owed,and billed the state," he said. "But there waJ no money to pay the' 
bills." . I 
Most months, she said, the reimburse ent the state sent was Ibarely enough to . I 
cover the unit's payroll. 

' ,I , hThe unit's check showed it sp nt $ 247,363 on sa1ar~es ~n 1997. T e 
, I

largest,amount went to Hively -- $ 7 ,431 for legal serv~ces. 
"There were times I had to give him hree checks a month," Yeager said. That 
created a cash-flow problem. "I stil had to meet payroll with the girls. 

I 
I 
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. I
that when money ran short, Hively told 

Itake care of it," I 



PAGE 33 

The Arkansas Democrat-Gazette, April 14, 1998, Tuesday 

There was no money left to pay the bills." 

The unit's contract places responsibility for funding the unit on the' 

contractor. The state reimburses paternity-testing expenses at 90 percent, other 

expenses at 66 percent. The unit could make up the difference with state 

incentive and bonus money based on performance. 

The unit's performance was b~low 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, bUi: 

'without access to the relevant records, I am unable to make further comment," it 

quoted Hively as saying. 

Hive~y asked for help Monday. 

Ron Burch, deputy legislative auditor, said Hively 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 tr.y to get copies of his records from the FBI. 

I.e. Smith, special agent in charge of the FBI in Arkansas, said 'his agency 
would cooperate with that. "If they need copies of records, we'll provide them," 
he said. "All they've got to. do is ask. II 

Dan McDonald, administrator of the state Office of Child Support Enforcement, 
said his agency can't be much help to Hively. "There's nothing really that we 
can do at this point," he said. "He'sgoing to do)iis own investigation." 
McDonald's office is part of the Arkpnsas Department of Finance and 
Administration. The department's director, Richard Weiss, said the department 
would consider taking steps to sever Hively'S contract if it confirms the 
reported discrepancies. 
Weiss said his agency's review will take a back sea't'to an FBI investigation: 
However, he added" ,"We're not going to be complacent," 
Yeager said Monday that when Hively assumed the child-support enforcement 
contract of the former prosecuting attorney ,in 1993, the unit had money in the 
bank. 
"When Mr. Hively'took office, there 'was anexcess,of'money.of about $ 45,000," 
she said, and the unit bought certificates of depo,sit with'that mo'ney. 
"There were times when we ran short on money, and'we had ,to cash in aCD," she 
said. "Before a CD was cashed in, it was approved by him.' He was told the unit 
was running short,of money." 
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 didn'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 be'the first to leave. 
"He told me, 'You do what you can qo, and you '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 ~'ith 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] 

http:anexcess,of'money.of
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doorstep. 1 " I 
She said she believed .Hively underst od the problem, despit'e what he told her. 
liThe barik president was calling him. He was calling and saying, 'You're really 
low on funds, and you need to put mo ey in the account.' To me, that makes you 
aware that there is a problem," Yeag r said. 
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BATESVILLE - The 16th Judicial District Child Support Enforcement Unit last 

year paid a North Carolina laboratory $ 6,114 for paternity tests as it pursued 
its mission of tracking deadbeat' parents. 
It told the state it .sperit $ 25,317. 
The state, under its contract with the unit, reimturses most of what~s spent for 
paternity testing. :):t pa}d the unit $ 22,674. 
That was not the only instance of overbilling by the 16th Judicial District 
unit. It also overbilled the state for equipment, office supplies, court costs, 
telephone bills and rent. 
In all, ~ccording to its check ledgers, the unit spent $ 3?i,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. 
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 explain the 
discrepancies. 
Hively first Signed a contract with the state Office of Child Support 
Enforcement in 1993. His job is to investigate cases involving child-su~port 
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 with government agencies. The' other six are with private 
businesses. 
Besides reimbursing the bulk of a'unit'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 19.96. 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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"We'll be glad to do whatever whatever you're asking\ and then that way, 
they can be explained or they 
But the discrepancies trouble Dan Mc 
Child Support Enforcement in Little 
doing is alleging that they have mo 
said. "That would be falsifying reco 
"If they haven't written a check, t 
check for $ 100 before we reimburse 
ULTIMATE RESPONSIBILITY 

e explained. I'm sure fhey can." 
onald, administrator of the Office of 
ock. "If that is the c1se, what're 
expenditures than the~ can support," he 

ds. 1 

y shouldn't bill us. They have to write a 
hem $ 100. That's the rules." 

I 
Hively's contract with the state pla es ultimate responsibility for financing 
the unit with him. And Hively and Ye ger acknowledged that it requires the unit 

money before the state pays. T ey could not explain why the unit claimed 
it had paid bills that ,its ,check rec rds did not show beinglpaid. 
"I don't know. I'd have to go throug and look at them," Yeager said of the 
discrepancies. She said she could no reconstruct the unit'~ administrative 
spending for 1997 because many docum nts were in the hands 6f the FBI. 
McDonald didn't see it as that diffi ult. ! 

"You could just do total payments fo 
reimbursed, compare that in total," 
there." 
The Arkansas Democrat-Gazette review 
unit in Batesville and found: 
m The unit wrote Laboratory Corp. 
paternity testing during .1997 but 
a difference of $ 19,203. 
m It wrote $ 1,091 in checks for 
the state. 
m It wrote $ 3,053 in checks for 
m It wrote $ 2,664 in checks for 
reported $ 4,689 to the state. 
m It wrote $ 4,877 in checks for 
state -- a difference of $ 13,317. 
m It wrote $ 652 in checks for rent 
The bottom line, with all spending r 
office check ledgers: During 1997, t 
expenses not documented in its check 
The largest discrepancy is in DNA pa 
months, the unit's check ledger show 
lab. But the unit told the state it 
those months. 
Telephone expenses account for the n 

said one reason might have-be 
her to carry the cost of an ,$ 8,000 
several months during 1997. 
"We bought a new phone system. The w 
add an extra amount of money and the 

Some months I didn't add it, som 
But Baskin, the technical assistant, 
those instructions. "Nobody in this 

checks, what was actually billed and 
I 

e 	 said. "That's a simple, quick thing right 
I 

records at the statejoffice and at the 
I 

checks totaling $ 6,114 for DNA 
$ 25,317 in spending to the state 

I 
but reported $ 4,1305 in spending to 

lies but reported $ 6,432 to the state. 
t costs other than patJrnity but 

I 
expenses but reported $ 18,194 to the 

I 
ut reported $ 1,060 tolthe ~tate. 
ported to the state co~pared with the 
e unit reported spendirtg $ 34,791 for 
ledgers. I 
ernity testing expenses. In of the 12 
it did not write a sirigle check to it's 

aid the lab a total of!$ 17,781 during 

xt largest discrepancyJ 
n instructions f'rom the state office for 

I
elephone system, purchased in 1996, over 

y they told me to account for that, I could 
would reimburse me fot the phone system. 
months I did." I 

said he doubted the agency would have given 
ffice should have told Ithem anything like 

that, and I don.' t think anybody did, ' he said. 
Hively'S operation of the 16th Judic al District unit is separate from his 
part-time job as prosecuting attorne , for which he i? paid:$ 69,016. 
Under its contract, his child-suppor enforcement unit is reimbursed for 90 
percent of paternity-testing expense and for two-thirds of lother expenses. A 1 
percent penalty for not meeting stat stical criteria for ch~ld-support 

I 
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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-thirds rate, based on time sheets the unit 
submits monthly. ' 
During 1997, the unit wrote legal-fe'e checks to Hively totaling $ 76,431. Its 
time sheets contained Hively's nam~ only, even though a deputy ,prosecutor, 
Vickie Warner, did much of the unit's leg'al work. 
AWARE OF ARRANGEMENT 
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 going to get into what our personal law firm business 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 officials told his agency 
that Hively's unit should have been keeping track of 'each lawyer's hours 
separately. "That wasn't a requirement we had on them until we were advised that 
we should be doing that I" he said. ; , 
The state allows $ 95 an hour for Warner's time as senior 'child-support 
enforcement attorney and $ 37 for Hively's time. As the contractor, Hively isn't 
allowed to bill at the $95 rate, said Baskin. 
Last year, when all the checks were going to Hively, 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'iri court when Warner has 
a scheduling conflict. Their time is billed as though Warner did the work, he 
said, but they aren I 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 unit or the law firm how to 
write its checks. 
"We've contracted with him to make sure ):hat 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'services performed, bottom line."" 
PAYS FOR PHOTOCOPIES 
The unit also pays Hively for photocopies. Hively owns the pr6secutor'soffi~e 
copier, as did his predecessor, Don McSpadden. He charges the unit 15 cents per 
copy. 
Copying was one expense the unit underreported to the state in'1997.It wrote' 
Hively checks totaling $ 6,4~6 but ~eported only $ 6;187 when filing for 
reimbursement. 
How well Hively'S unit does its job is in dispute, 
In nine months of the fiscal year that e~ded ~~ne 30, the state Office of 
Child Support Enforcement reduced its reimbursement payments by 1 percent to 
penalize Hively'S unit for not meeting statistical criteria for child-support 
collections. Because of, problems wi th' a new cbmputer system, the' state stopped 
calculating the penalty in July. 

I. 
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In addition, a state office report i dicates that Hively's hnit lost money 
during the fiscal year. Reimburseme t, incentives and bonus~s paid to the unit 
totaled $ 359,200. But the report i unit spent $ 401,932, for a loss 
of $ 42,732. ­ II, 

But Hively said the unit is not arney-loser. 

"If that was the case, we'd be out f business," he said. " .. , I have no idea 

how theY're coming up with that fig I 


One possible explanation: The state's calculations use the expenses the uni~ 

reported. But the unit's check ledg rs indicate it spent much less than it 


Ireported. 
Hively's unit has regularly overdra its checking account ~- in five of the six 
months from September through Febru ry. Yeager said that's ht least partly the 
state's fault. ! 
"The state has not been able to get our incentive and bonusimoney to us in a 
timely manner," she said. "So the st te has to write every unit a check 
manually, and they fall behind." I 
The last audit of Hively's unit -- r the fiscal year thatlended June 30, 1995 
-- showed an operating loss of $ 7,521. But the audit, cond~cted by the Shoptaw, 
Labahn & Co. accounting firm of Rus ellville, found no serious problems with the 
way the unit did business; 

i 

'ALWAYS BEEN AUDITED' 
"We've always beEm audited," said Yager. "Everything has always come out with 
the audi tors. " I 

,McDonald, though, said the audit was designed'more to deter~ine whether the unit 
I .

is complying with federal regulatio s than to account for eyery dollar spent. 

"An auditor's, not required to look t every piece of documentation," he said. ( 

"They could, but theY're not requir d to, cannot make money! on that, do not want 

to charge us the time that it would take for them to do that." 

The FBI, however, is looking into t e financial operations 6f Hively's unit. 


I
An FBI memo, obtained by the Democr t-Gazette in March, say~ an agent 
interviewed an Independence County ployee on Oct. 23 and ~as told Hively's 
employees were concerned about chec -writing practices in the office and were 
documenting the activities. That wa 12 days before the FBII's raid. 
FBI agents also- have interviewed em loyees of the state Office of Child Support 
Enforcement, asking about payment 0 legal fees by HivelY'sjunit. 
While the FBI' s investigation conti ue:s, McDonald said, "wel're just kind of in a 
wait-and-see mode .... Personally, I wish we could get it all out on the table 

- 1
and see what's going on." 1 
Hively had a similar view: "We're r sponsible people and ruh ,- a responsible unit 
here. We'll promptly communicate wi h our state office to r¢solve any 
differences that 'may be. That's exa tly what we'll do." , 
But the state office has had shortc mings of its own. MCDonkld, who joined the 
office in late November, admitted t at its supervision of cbntractors hasn't 
been what it should. i 

"We probably could have done a bett r job in requesting spe~ific support 
documentation," he said. "We probab could have done better in making a better 
contract, a more specif ic contract.' i 

And, he said, there may be an accou ting after the.federal ~nvestigation ends. 
"If there wasn't an FBI investigati n currently going on, II would jump right in 
the middle of this, but I feel like our hands are tied righ~ now as far as being 
able to go in and physically look a these type records," M¢Donald said. 
"We can't answer for our contractor and what they ,do. TheYl'll have to answer 
for that. And then it would be our esponsibilityafter everything shakes out, 
everything's done, to go in and dec'de maybe what's owed bapk to the state and 
the federal government if they don' do that adequately enOrgh.II 

http:enOrgh.II
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PPORT MEETING WITH BHS . 
I 

~BRUARY 22, t~99 

SUMMARY REPORT


I . 
Govemor Mike Hucka ee, State Representativbs Mary Ann Salmon and Jim 
Magnus, State Senator Jodie Mahony, DoyleiWebb and Morrill Haniman, 
DFA Director, Richa Weis~s DFA Deputy; Director, Tim Leathers and 
Arkansas Child Su port Administrator. Dan McDonald, met with 
representatives of. HH and Federal Child S\l~port Administration in D. C. 
TIle purpose of this meting was to seek relief from a disallowance of $6.5 
in federal matching fu ds for a mandated childi support system. 

The facts in this matt 
exemplary tecord of 
child support progra 
federally mandated ta 

.of funding was not 
contracts was disallo 

I 

r were not disputed at the meeting. Arkansas has an 
mplementing and administering federally -mandated 
s. 	 Arkansas has been! at the forefront of. adopting 
s to secure support fot children~ This disallowance 

for 	improperly spenditig money. The funding for 
cd because the previo~s child support a.dministrator 

did not seek prior app oval of the contracts. pan McDonald discovered the 
oversight when he c e to Child Support and. immediately sought approval 
of the contracts. HH admits that the contracts would have been approved if 
they had been timely ubmitted. - . _ I 

I 

IIHS took the positi, n at the meeting that Ithey have been consistent in 

. denying payments on contracts that were notl preapproved., even though the 


law they cite for disal owing the contracts specificaHy states that they "may" 

disallow. The A kansas. group infomied them that under these 


. circumstances, HHS ctions were arbitrary an~ capricious because they were 
not even consideri exercising their authority under law and were 
automatically seekin to implement form bver substance. It was also 
pointed out to the ederal officials that bd,cause of their mandating and 
approving the project before and after the faqt, the disallowed contracts had 
their de facto approv 1. -I . 
. • 	 I 


I 

The Arkansas deleg tion emphasized that Federal child support officials 
represent themselves 
represent that they w 
it is admitted that th 
was not misspent. th 
Arkansas program. 

as "partnersn with sta;te child support agencies and 
nt to work together fOli the support of children. Since' 
e contracts would hav~ been approved and the money 
only purpose the disaUowance serves is 10 binder the 
his disallowance will 'damage the reputation of HHS· 

I 	 . 
I 
I 

I 
I 
I 

I 
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and Arkansas Child SU port Ell forcement with Ithe clients they serve. It will 
also hinder their ability to' achieve support from Arkansas taxpayers and the 
Arkansas Legislature. ' I 

, , 

The Arkansas delegati n pointed out that tjm~ is of the essence to resolve 
this matter. We are in t emiddle of our legislative session and must resolve 
this funding issue in th next few weeks. We p~inted out that $6.5 million is 
not a great deal of mon y in Washington circleg, but it is a serious amount to 
take from a state bud et of our size which i~ mostly spent on education, 
human services and pri ons. 

Governor Huckabee p inted out that regardles~ of what the HHS policy had 
bean in the past, a· olicy adjustment was ~n order for this case. He 
suggested two alterna1ives to disallowance df funding. One alternative'l 
would be to 'impose a educed penalty similar ito the penalty for states that, ) 
unlike Arkansas, did n t comply with mandated federal laws to implement I' 

their systems on lime. He pointed out that Arkansas was being punished forJ 
following these require ents. I 

. I 
Governor Huckabee Iso suggested an aliemative to let the formai"\ 
disallowance stand, ithout any monetary ~enalty so long as Arkansas 
complies with federal andates and guidelin~s. Teclmically. 11 HS would 
not be waiving the pe alty, they would be encouraging compliance, which 
supposedly is the reas n for the penalty. AIsd, the Arkansas Child Support 
program would not su ! 

I 
! 

The Federal officials romised to take our atiguments under consideration 
'and'deliver a decision' to days. . I. 
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MF.MO TO 	 The Hono ble Bill Clinton 

President f me United States 

Washingt n. D. C. 


FROM 	 Jodie Mal any 

Arkansas enator 

State:; Cap tal 


SUBJECT 	 Child Su 

DATE Fcbruar 

Little Ro k, AR 72201 

I'm proud of what we ha c done on ChHd Support in Ar;kansas. We have worked hard sinc!! 
1984 in changing the cnti c: mind-set concerning the obl,igation to support one's childrOn 
financially. 

Despite compart1tiveIy I s resouroes, we havo consisteJtly outperformed our surrounding 
states. We have never fai ed to pass the requirements given to us by the Federal Congress. 
111C leadership in our stat has tried to go b~yond those mandates. tI,ld out the things that 
wen! working in other sta es, and enaet tbem into ArkatiSIlS Jaw. We hayt:: seen our 
Constitution overriddon. lIf laws and policies reversed.1 mandates given to OUr judges, om 
clerks and our lawyers. II of this was done because wb were doing the: right thing.

I 

We wel'e Ihc first Slate in the nation to pass UTFSA and b~llsistendy in the forefront with 
other Ia.ws and policies, i eluding ndministrativc polieids to simply and more effectively 
collect child support. W ha....e buJlied business interests to make sure kids ha.d a better 
dUUlCO_ (J ca.n make: a go d argumL!lnt that Child Support. Enforcement, properly implemented 
is the most effective edu ation.al'tool in P:e-K and Elententary srs(Jes.) 

At the NeSL we have co sistently support~d the Child ~upport mandatcs as being good and 
necessary ones. 	 ' 

When our Department 0 I rUman Services used Child slpport money for lawyers to support 
other services. we moved Child Support to the Departm1ent of Finance a.nd Adm.inislr-d.lion to 
ensure the proper use of edcl'3.1 Child Support "profif'i 

I 

WI:. were able for anum ,'r afyears to be self-supporting (thanks to the federal contribution). 
That is no longer possibl and hasn't been for the last h~ro yean•. We are not happy with 
hllving to usc state Gene I Revenue. but we have not complained. It docs however make our 
job in getting the right la s on the books and the right ",ttitudes in place that 111uch harder. 

We got our aUtomated S ten1 in place within the exten1ed time frame:, We have mad.: good 
decisions il\ acqujsition f hardware l'md soflware. We iWDrk with Region VI ilnd Judgo Ross 
when we have difficliitie . We 1lave: spent money wisely. 

. ' I 
I 
I 
I 

I 

I 
I 

I 



.. ' - .MAR:Ol-1999 MON 12:23 PM CONSTITU 


We did get prior approval 

clearing house in place. 

CalifornIa and other state 
wrist _ admittedly by the 
triumph of bureaucratic f; 
while we did not fritter a 
anythil'1g should have a e 

Th~ law says the Oepar 
Thel'e seems to be no goo 

i r. U~FAX NO. 5018823479 
;HeY SERVICES 

I" 

I 
I 

I 
or our overaJl plan to impleml~nt automated systems. We h~ve our 


" 


did not and will not for sOlnJtime. They Were given il slap Of) tbe 
ongrcss. We ha.ve been given a near fatal shot to the body. It is a 

rm over substance. Ca1iforni~ frittered away fifty plus million 
a)' a penny. We think the perialty for a mistake which did not hurt 
nsiderably more equitable pudishment than is being contemplated, 

I 

cnt "may" take the proposed·~ctions - it does not say "sha.II", 
substnntive reason for the harsh penalty. 

I 
I 
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Governor Huckabee and other Stat officials from Arkansasmt with HHS officia;s on February 
22, 1999 to discuss Federal fund in approval (FFP) thiU was ddnied by HHS. Th~ denied,FFP' 
was for the portions of three contr t amendments related to th~ child support automated system , 
that the State failed to submit to H S for prior approval in 'accordance with federal regulations 

, which have ?een i.n.place since 19 .8. The Governor urged HH:S officials to find authority to, qD~~\ 17 
overturn theIr de<;:lslon and retroact vely approve the contracts that would total about $7.2 ,1/ ul\'" :,' 
million, of which $6.5 million wer federal matching funds. , vi" 

'0. 
\' 

I 
As you know, Governor Huckabee did not cite any error or mi~use ofHHS's discretion in 

denying the FFP for these contract '. The State is claiming thatlthey were caught up in last 

minute activity related to the imple entation of their automate~ child support system and 

because of this activity the require ents to submit the contract :amendments were overlooked. 

The State is effectively asking the ecretary to grant retroactiv~ prior approval based on the 

merits of the State's action, irrespe tive ofwhether the State followed procedures required by 


I , 

HHS regulation: HHS admits that his is a difficult case since tre State was acting in good faith 
in implementing their system but t at the prior approval requir~ments are extremely strict. 

Prior to ~.HHS occasionally di gr~t approval to contractirelated documents even if they 

were submItted after the program r gulatlOns. However, HHS ~topped thIS practlCe m 1985-1986 

after tWo decisions by the Grants eals Board, which conclu~ed that prior approval 

requirements in the current regulatl n is a prerequisite to the re~eipt by a State of any FFP. 


I 
I 

State officials from Arkansas point d out that the letter ofthe l~w contains permissive authority ? 

for HHS to disallow payments. S a4mits~.wthe lette~ ofthe regulation itself since it 

states that the failure to submit nec ssary i:gfo~ion-"maY"Te~ulhn-disappf0val of funding. 

Nevertheless, HHS claims that the, reamble language to the regulation, Action Transmittals and 

conferences and workshops have al made clear that the regUlatrn meant no exceptions. 


Where HHS had discretion under r gulations and policies, theyldid exercise it in Arkansas's 
I 

favor (as they do for any other Stat ). For example, on one oft~e contracts HHS used the date 

that Arkansas sent a one page "con act'~ which did not provide sufficient information to base an 

approval decision but HHS deemed that they had deferred approval and approved the contract 

back to the earlier date. However, S could find no legal basis for approving the costs incurred 

prior to those dates. . I 


I, 

HHS is concerned that accommoda ing Arkansas would reversd the regulation and set a 
, I 

. precedent for all other States which would effectively negate the prior approval requirements. 

The basis of the requirements ofpri r approval is that HHS payk between 50 percent and 90 . 


. . I 
percent of the costs of these contra sand HHS' s desire to assu~e early participation in these 
system development efforts. This recedent would also affect similar decisions for HCF A, Child 

. I 

Welfare, Child Care as well as Chi] Support and may also impact Food Stamp.regulations, . 

which have similar prior approval r quirements: In the last year, HHS has denied FFP for 

contracts in at least 12 States. 


Because of these reasons, HHS beli ves they must inform Govebor Huckabee ~hat they are 
I 
I 



unable to find legal basis for pro iding retroactive prior approval for the contract costs. 
owever, e 0 lcial disallowan e oftfie contract will not be transmitted to the State until the 

I •~ summer. At that point, the State as an option to appeal the disallowance, which is unattractive 
because of the high interest rate n outstanding penalties, or riegotiate a payment schedule. 

Although there are some concern in the State that the paymJnt would have to come from a . 
budget appropriation, the State h s other options. State officials are examining an option that 
would. estimate next year's total ystem costs at $6.5 millio~ pver actual costs and attempt to 
negotiate the difference with the ystem's contractor. Another option would' be to remit the $6.5 
million from the federal administ ative payments made to th1 State Child Support Enforcement 
Program over hyoto three quarte s of the fiscal year (federal payment to Arkansas were $19 
m~llion in 1996). I 

Unfortunately, there is no clear g idance on an intennediate Janction (less than the $6.5 million) 
since the disallowance assumes t at the federal government must recover the entire disallowed 
amount. HHS explained that the enet of a disallowance is th~t the amount spent was not a 
legitimate federah:~xpense and, t erefore, the federal, governn:ient has the responsibility to 
recover the entire disallowed am unt. i. 

Again, HHS recognizes that this' s a difficult case since th~olersight was brought to the 
attention ofHHS by the State's ild Support Administrator in an act of good faith. But because 
of the long standing policy that h s been in effect since 1985 hnd the fact that HHS has applied. 
this position consistently, after d tailed review, HHS did not find any authority for providing 
retroactive approval to the contra t costs or the alJiIitY to mitigate the penalty. 

I 
I 
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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. Estimated :FY99/$36.8m and 
i

FYOOI$40.2m ' 

i 
II. The penalty can be paid in in tallments over 9/10 quarters:, Clearly spelled out in 45 CFR 
304.40 Repayment of Federal Fu ds by Installments. The forfnula is based on the ratio of the 
disallowed amount 1state share f admin. costs. With these numbers, it doesn't seem like a big 
deal anymore. \ 

I 
III. An interest rate of 13.75 per ent begins to accrue on the aisallowed amount 30 days after the 
notice of disallowance is received by the State if the State dedides to appeal.

I 

IV. FYI HHS is almost sure but, ot positive that the State ha1s a'ctually pulled the money for these 
contracts from the federal accoun. HHS is 99% sure that they have but until the Regional Director 
goes in to examine the books and compares them to checks th~t have been pulled from the federal 
account we are not sure. The Re ional Director will check the books later this Spring after the FBI 
is done with them. Once the RD an verify that the checks w~re pulled a notice of disallowance 
will go out. I 

I 

V. According to Norm, the State Iready has $60 million in apdroved spending and has asked HHS 
if they would be able to spend $6 .5 million altogether but only: get reimbursed for the $60 million 
(that way the State could try to pa s some of the cost off on t~eir contractors). HHS has made 
clear to the State that Federal debt collection regulations 45CFR 30 do not allow for this type of 

. repayment. 	 Once the disallowance is identified, a debt is put on the books and must be paid 
according to certain accounting sta dards. . , \ 

http:FYOOI$40.2m
http:FY99/$36.8m
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'llows: the IV-D prOgmm as Bet forth in 1lN'8r­
(1) It the St&te UBI.I15 the Federal med1- smPh (11) ot tl'l:1a section; a.nd 
r.l A8818tanos .r:rereentage llI1d.et' Motion (2) The. State baa naWled the OCSE 
18 or the Aet. tb1a percentage aha.ll be RelrtonBJ.. Repreaent&t1ve In wrttmg of 
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(R-AR) met. 

• 	 ESEA Consul ations: lOA and DOEd will meet with the staff of Democratic 
governors on uesday toconsu,lt aboutour;accotmtability proposaL The NGA. 

;' Task Force on SEA Reauthoriiationwill1include Governors Hunt (DrNC), Davis 
(DrCA), Barn s (D-GA)~ Patton (D-KY)~ Ridge (R-PA), Huckabee (R-AR), ~d 
Kempthorne ( -ID). .'. I· .. ".. ...... . .... . 

, /-+ 

• 	 TANF: Gove ors Thompson (R-WI), Ventura (Reform-MN). and Fordice'(R­
MS), have se letters to you this week vo~cing their strong opposition to any 
budgetary cu' in the TemporaryAssistan~e for Needy Families (TANF) funds. 
The NGA is . undating the Hill with letters opposing:T ANF cuts as an. offset for 

erica disaSter relief supplefenta1 appropriation_ . .

". '. '.. r·. 	 . .' 
Arkansas/C Jld Sup,port Enforcement:.i On February 22, 9overnor Hucka,bee' 

ith senior (yfficiais at HHS and asked for relief from an HHS . 
decision to d ny Feder~ funds for severa! ~ystems~related contracts which the 
Arkansas chi d supporteiiforcementprogram neglected tosubniitfor prior, 
approval. T e Office of ChlldSupport Ehforcement and the Office:of the General 
Counsel at S have.-carefully reviewed!Arkansas' request and.have concluded 
that there is 0 reiief they can offer. . I , .. 

Y2K 
I 

. I ' 

• . 	 it OD Y2K CODversio-n sponsored by the National Governors 
Association Today I spoke to represen~tives from 39 states anithe Federal 
government 0 are attending a tWo dai session. designed to share information 
regarding' sf te responses to the Y2K ch~lenge to' better coordinate efforts with 
federal offi .als.. Other issues discussed! inclUded addressing public perception 
and state p lie outreach activities •. state working rela~ionships with local . 
govemmen and small business, coordihation with public utilities and banks, . 
assessment fhealth'care and water sy~ems, maintaining state regulatory 
responsibili . es. and business continuity: planning. 

• .'-.. 	 I 

I 
I 

• 	 IGA boste . aSta:teILochl Y2KSectoi; Meeting: On Tuesday March 9, we 
hosted a m ting with John Koskinen.ahd representatives of the state and local 
governinen'sector to discuss the current state ofpreparedness for the Y2K 
ch3l1engd .' d wh8.t additional outreach! activities ~ould be undertaken to improve 
state, local mbal and federal:governm1nt coordination. . 

NATIONAL LEAGUE F CITIES 	 ! 

• 	 To close 0 t this yeats National LeagJe of Cities (NLC) meeting, Mrs, Gote and . 
Secretary ennan spoke to more' than 3,000 elected officials from across the . 
country 0 Monday•.March 8. Mrs_ Gore highlighted the problem ofhom~lessness 
. 	 ,.). . '. 
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T E WH ITE HOUS,E ! ' 

WASHINGTON 

J, 

March 11,1999 

MEMORANDUM FOR TI:IE 'PRE IDE NT , I 

, ' 

FROM: ,THURGOOD'MARS 

JON P.~NNINGS 


,: 

i 


SUBJECT: 'HOT ISSUES--HOP ,ARKANSAS f 
, 

Child Support Enforcemen't Pi-ogra : On February 22, HHS rriet with Governor Hu~kabee 
and others to discuss the, State's child support enforcement prograin. Thegovemor asked for 
relief from an Office of Child Suppo Enforcement decision to d~ny Federal funds for several 
systerris~related contracts which the ,child support enforcement program neglected to submit 
for prior approv,il as required by HH reguhltions. It appears that! the issues raised in this case 
are no, different than a dozen or so ot er States which have run afoul ofthe ' prior approval 
requirement over the past year. Depu ySecretary Thurrri will contact the governor in the near 
future as toHHS'finaldecision.(H ' S) , , ' , ' 

" ~ 

Lower Mississippi Delta ProjeCt: epresentative Berry has expressed considerable interest in ' 
what the Federal government cart do or the Mis:sissippi Deita regIon. In the last two weeks, 
DOT announced a transportation gr t for the region and a rhajorishoe ~ompanyhasreceived 
assistance from Treasury's NADBa . Many of the Cabinet age~cies currently have working 
groups putting together proposals an ideas for the region. ' It is~ticipated that some 9fthese , 
initiatives should be ready to be anno ced in the next few mont~s.,(Cabinet Affairs) 

"National Designation for State Ceo er: Repr~~entati~e Dickey :ha~ asked the Food and Drug 
Administration (FDA)to'designate i> ne Bluffs National Center for Toxicological Research 
Center as the nation' sheadquarters fi r battling biological and chemical.t~iTorisrrt. The FDA ' 
Administrator told Representati ve Di , key that the Administratiori has rriade no decision on 
whereto locate a national center. Re resentative Dickey also inquired 'as to whythe FDA only 
asked for $3 million in its 2000 budg t t6 complete the Arkansas :Regional Lab, one of nine FDA 
"mega~labs" being consolidated fro 18 field labs'nationwicie. The project' is estimated to cost 

'$13.4rrtillion; The $3 million woulbeused to renovate a building for the lab's administrative 
staffand that th~'agencywil~ ask for additional money at a later d~te. (HHS) , ,,' ' ' 

Manufacturing Jobs: Last week; t 0 companies announced th~y woutd close their 
manufacturingoperatio~s in Morrilt n, AR~ Arrow Automotive'~ plant ~ill cease operations in, 
April, resulting in 400 lost jobs., Le 'i-Strauss also will close its planUn Morrilton; putting, 
another 600 to 700 employees out 0 work. Vari~us Federal, state, and local agencies are , ' 

, 'sponsoring job fairs and counseling rograms;, Acxiom'Corpora1ion recently announced a major' ' 

'"" 
f 
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" 
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.',. " ,'j 

....., ' . . .' .': :.'. ",' "1 ,,' . , 

:expansion of 1,200 jobsfor comput~ . science employees. Unfort,unately, this' has little or no' 
impact to sewing machine operators t Levi-Strauss octo Arrow'~ factory workers making floor 
mats for pickup trucks: . (DOC) . . . I . . , 

. . 

Chemical Agent Disposal Facility: Under Congressional mand:ate;theDepartirientofthe Army . ,,'" 

.' is proceeding to destroy by 2007 the U.S. stockpile of chemical agents and agent-filled 
'" ......,munitions.: The Pine Bluff Faciiity i the fifth facility constructed in the U:S. for the destruction . 
,r ~ 

• ,,. .I 
, i.of such'w~apons. EPA's principal r Ie in relation to the Pine al~ffFacility is to issue a permit 

for the incinerator that ensures publi heaJthprotections:' On January 15, the State and EPA 
issued ajoi£.lt finalpermit to the A~ for construction of the incinerator. Sev~ralnational and , ,. 
state community and environmental roups h~lVe appealed the permit issuance, however,' . 
construction is authorized tq proceed during consIderation of the ~ppears by the State:, (EPA) 

Ado.ptions: ' On February 26; the A Senate judiciary Committe~ approved.a bill to ease 
· adoptions ofroster children .. Tpe bill.wouldallow ajudgeto mal{e an adoption immediate if . 

both parties agree and would allow t eadoptive parents to continue to receive any subsidies they 
'. received as fost~r parents. T}:le ,bill st now go to the Senate. ~urrently,.a child must be in the 
. foster.parent's home a minimum of s·· months before the child can be adopted .. (HHS) 

. . .'. ' ,.' '. ,,-.' I . . 

, .. ,~Medicaid Plan Amendments Disap roved: Three proposed M*dicaid State plan amendments. ; 

submitted June 30, 1998 revising- the ate-setting methodology for riursing home rates were .. 
· 'disapproved by the !fCFA Admihistr tor on February 8. TheAR:Gem!ral Assembly passed 

legislation providing for three rate in reases;· The legislationwasfvetoedby the governor: the 
AR General Assembly overrode the v to. '. The Medicaid Agency failed to submit plan', 
amendments to increase the rates. Th nursing home industry then won a decision in State court~ 

, which ciirected the Medicaid Agency 0 submit three separate plaq amendments.' (HHS) 
, , ' ,'" j • 1 ' , 

". " . " ' .'. . . ,!. .. " .' 
"Bentonville Manor Nursing Facili ., The Arkansas Office ofLbng Term: Care has i 

, . recommended to Federal' authorities t at Bentonville Manor nursirig facility be fined '$330,000 '. \, 
" 

. for failing to report thy assault ofan e derly resident by a nurse's~ide who was allowed to • J 

continue working ~:.: and allegedly abu ing.nursing home residents' -- formore than two ·weeks, 
. before being fired; If the deficiencies ited in the report are'not tdrrected by AprilS, the faCility· 
· could iose itsability to receive Fe.def funds for low-income residents. (HHS) 
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