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Linda Blessing

Director

Arnizona Department of Economic Security
1717 W. Jefferson

P. 0. Box 6123

Phoeniz, AZ 85005

Dear Ms. Blessing:

Thus 15 in response to your requests to waive the merit system personnel
requirements of the Food Stamp Act to transfer the Food Stamp Program certification
process and eligibility determinations to a private entity or to implement alternative
administrative structures in which the private entity would have direct control over the
Food Stamp Program certification process. The State of Arizona is requesting these
waivers as part of the Arizona Works demonstration/pilot project. For reasons explained

in this letter, the waiver and alternative proposals are denied.

This Administration is committed to ensuring that all eligible low-income
households have access to vital Federal food assistance programs such as the Food Stamp
Program. The Food Stamp Program, which provides food assistance benefits to more
than 19 million eligible individuals nationwide, is the cornerstone of our efforts to

guarantee a healthy and nutritious diet to all low-income families.

The Federal government must be cautious in allowing changes to the Food Stamp
Program’s eligibility process which is designed to ensure fair and equitable program
access. Provisions of the Food Stamp Act itself support this goal of program access.
Section 11(e)(6) of the Food Stamp Act, which requires public employees to undertake
the certification of applicant houscholds, is one of these provisions. The requirement for
merit employees reflects a general belief that fair and complete access to Federal Food

Stamp Program benefits is best served by the use of public employees in the certification

process that results in the final decision of eligibility.
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The Food Stamp Program’s eligibility process includes accepting the application,
conducting the food stamp interview, collecting and entering data into a State database,
requesting and reviewing verification, making a final eligibility determination, and
providing a fair hearing if the household wishes to contest the final eligibility determination
or benefit level. Furthermore, it is through the certification process that program
accountability (in which household eligibility is ensured through verification procedures);
program integrity (in which State and Federal agencies work together in efforts to detect
and deter program fraud and abuse); and accountability to taxpayers (in which all
administrative decisions and procedures are open to public opinion and oversight) are
ensured. An example of one way in which the Arizona proposals are inconsistent with
these objectives of the merit system requirement is the State’s option to provide incentive

payments to the vendor for caseload reduction,

We do not find that the Arizona proposals sufficiently support the objectives of the

Food Stamp Act and do not adequately ensure program access for food stamp applicants

and recipients.

I appreciate the State of Arizona’s cooperation and patience during our review of
these requests and | regret that we were not able to respond to you earlier on this matter.

Should you have further concerns, please contact me. 1 can be reached at
703) 305-2026.

Sincerely,

Susan Carr Gossman
Deputy Administrator
Food Stamp Program

cc. Allen Ng, Regional Administrator, WRO



REDRAFT - November 24, 1998

Linda Blessing

Director

Arizona Department of Economic Security
1717 W. Jefferson

P. O. Box 6123

Phoeniz, AZ 85005

Dear Linda:

This is in response to your request to waive the merit system personnel
requirements under section 11(e)(6) of the Food Stamp Act of 1977, as amended, to allow
a private entity to determine Food Stamp Program (FSP) eligibility under the Arizona

Works demonstration project.

This letter will also respond to your July 2, 1998 letter to Bonny O’Neil, FSP
Associate Deputy Administrator, and to Michael Koppleman's November 3, 1998 letter to
Allen Ng, Regional Administrator of the Food and Nutrition Service’s (FNS) Western
Regional Office in San Francisco. These two letters request assistance with the
development of an eligibility determination process and client flow madel that can be

implemented in the absence of the Federal waiver.

Because these pfoposals do not ensure adherence to principles integral to
successful administration of the FSP, we must deny the requests.

Under one proposed structure, all applicants for food stamp benefits would initially
be directed 10 a private vendor. The private vendor would collect all information needed
for making the eligibility determination and enter all information into the statewide
computer system (AZTECS). Food Stamp eligibility determinations would then be made
by public employees of the Department of Economic Security (DES). For the purposes of
making food stamp eligibility determinations, the private vendor would be under the
supervision of the DES, Under an alternative administrative structure, public employees

would be contracted to the vendor, and thus, under the supervision of the private entity.
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REDRAFT - November 24, 1998

As specified under section 11(e)(6) of the Act, public employees must undertake
the certification of applicant households. For FSP purposes, the certification process
includes accepting the application, conducting the food stamp interview, collecting and
entering data into a State database, requesting and reviewing verificatian, and making 8
final eligibility determination. The certification process ensures public access to the Food
Stamp Program, a principle upon which this vital nutrition assistance program is based
The FSA also specifically establishes principles of program integrity, client confidentiality
and accountability to taxpayers.

Neither the State of Arizona’s privatization waiver request nor the alternative
administrative structures identified in your July 2, 1998 letter ensure adherence to these
principles, which the FSA holds as inherently governmental. For instance, the proposed
contract limitations on administrative funding and incentive payments to the winning
vendor for caseload reduction are inconsistent with the principles established by the FSA
and could weaken program access or discourage program participation by eligible
households. Therefore, we must deny both your initial waiver request and proposed

alternative administrative structures.

1 appreciate the State of Anzona’s cooperation and patience during our review of
these requests and 1 regret that we were not able to respond to you earlier on this matter.

Should you have further concerns, please contact me. I can be reached at (703) 305-
+2026.

Sincerely,

Susan Carr Gossman
Deputy Administrator
Food Stamp Program

cc: Allen Ng, Regional Administrator, WRO
David Cade, DHHS, HCFA
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GUIDING PRINCIPLES FOR STATE WAIVERS

Currently most fedaral programs of assistance to needy ind:viduals requirs that public
civil servants play key roles. Statutory and regulatory provisions irohibit federal agencies from
allowing states to use private contractors to serve in these roles. The policy concerns that
motivated these Congrassional ang administrative mandates also riquire that, when a federal
agency is asked to exercise the limited authority that it might have to waive certain of these
mandates on an experimental, sub-state basis, it must carefully scr.tinize proposals to ensure that
these concerns are adequately addressed, avoiding harm to intended beneficiaries of the program
and inefficiencies resulting in reduced services to those beneficiarizs. Programs that are fully
federally funded and/or are designed to serve the most vulnerable populations, in particular,
require the utmost oversight by the federsl government and accouritability far program goals.
Therefore, federal agencies will review any requests to waive the clesign elements of such
programs with the highest stapdards. To that end:

* States must prove that proposals to waive important statutory recuiremensis will not result in
barm to claimants or customers, '

* States must justify the need for an experiment.

Experiments should be justified by insufficient publie perfurmance, fraud, cost savings,
ar vendor expertise that cannot be efficiently replicated. States should explain why they have
been unable to rectify problems through public sector intervention: within current legal
boundaries, Experiments should not be based solely on an interest in exploring private
provision.

¥ States must show evidence of labor-management cooperation in Jesign.

In both the public and privats sector, the definition of “higl: performeance” includes
extensive coordination between front line workers and managers. The insights of all parties,
particularly those who will implement change, must be brought to bear in decision-making fom
the begioning of the re~design process.

* The experiment should be designed through extensive public ingut.

States should be beld to a high standard for public input. F videpce of stakeholder support
should be required. Vendors should have proven capacity and experience, “vith docurnentation
available for public evaluation.

* Evaluation should be on-going, with state monitoring, benchmarks, and mporting,
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Experiments should not be evaluated only st completion. 1his will requires “sunshme”
provisions and non-proprietary information sources. Employees ol vendor nrganizations must be
guaranteed “whistle blower” protections in the interest of full disclosure. Az 2 means to ensure

accountability and due process, clients should be guaranteed face-t»-face ophons where new
technology is being implemented.

* Plans must provide structures which avoid conflict of interest.

Experiments should never be designed to create new incent ives that discourage vendors
from providing sevices or encourage vendors to determine that clisnts are ineligible.

* Plans must epsure privacy and confidentiality.

+ Public employees should retain discretionary decision-making a1ound eligibility and policy
determination.

* Public *failsafe” provisions.
Related to the on-going monitoring, states should be requirad to show that they can retun
programs to state provision without interruption of benefits or services t¢ clients. Vendors

should be made aware, from the beginning, that they will be required to facilitate the return to
public provision should the experiment fail.

prin2doc.wpd



Comparison of Whether Demonstration Requests Meet Guiding Principles
for Privatization of Food Stamp and Medicaid Certification Process
DRAFT -- DRAFT -- DRAFT -- DRAFT (10/4/98)

Arizona

Florida

Wisconsin

Affected Programs

Food Stamps, Medicaid, Child
Care, State General Assistance

Food Stamps, Medicaid

Food Stamps

Deadline

State law requires program to
be fully operational on 1/1/99;
state plans to go forward with
RFP on 11/1/99

Must provide response by
10/5 (seeking information or
giving yes/no answer)

Public employees should retain discretionary decision-
making around eligibility.*, **

(Activities involving the use of discretion that could result
in potential applicants being screened out must be
performed by State merit system employees. Discretionary
functions include initial contact, application, data entry,
interview process, request for and evaluation of appropriate
documentation as well as the resulting eligibility decision
and benefit calculation. Most if not all activities involving
personal contact with an applicant or recipient, including
data entry during an interactive discussion with the
applicant, have the potential to involve the use of discretion
or judgment, and to directly influence or affect eligibility
determination process.*) .

(There are narrow instances in which non-public employees
may be involved. In the outstationing provisions of the
Medicaid program, non-public employees are permitted to
perform a number of initial processing activities, but are not
permitted to evaluate the information presented by the
applicant, or make the actual eligibility determination.
Under the Food Stamp program, volunteers may simply
assist potential clients in filing applications with the State.¥)

Probably no.

State would like to have
private employee interview
and gather information and
enter it into the computer, and
then have the public employee
use the data to make the
determination.

State would like to either
“detail” public employees to
the private entity or allow
private entity to have
management control over
private employees.

No. Certification of
Medicaid and Food Stamp
applicants who are subject
to work requirements would
be transferred to a private or
non-profit organization;
those exempt from work
requirement would continue
to be certified by public
employees.

Note: @)n-site inspections
of TANF demonstration
projects show that intake
and referral activities for
food stamp certification
have been transferred to the
private vendor, which may
not meet principles outlined
in HHS letter. )

No. Food Stamp households
that are subject to work
requirements could be
certified by private employees
if private bidder wins county
contract. Individuals that are
exempt from work
requirements would continue
to be certified by public
employees (25% of caseload).

Note: On-site inspections of
TANF demonstration projects
show that intake and referral
activities for food stamp
certification have been
transferred to the private
vendor, which may not meet
principles outlined in HHS
letter.

* Principle articulated in the 5/13/97 letter from HHS to Texas.
*x Principle articulated by labor community.

*xk FNS recommendation.

' LT ]

IRS has told other federal agencies that they will not share their data with private entities.
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Arizona

Florida

Wisconsin

Public employees should retain discretionary decision-
making in setting program policy.*, **

Yes. State retains
responsibility for policy,
quality control, and fair
hearings.

Yes. State retains
responsibility for policy,
quality control, and fair
hearings.

Yes. State retains
responsibility for policy,
quality control, and fair
hearings.

Demonstration projects, if allowed, should be
time-limited and sub-state.*

No -- state could expand
initial pilot statewide. Initial
pilot would operate in one
urban and one rural site for 4
years, but state would be able
to expand statewide at end of

pilot without federal approval.

Yes (operates in one urban,
one suburban and one rural
site across 5 counties for 3

years).

No. Every county in which a
private bidder won the
contract would become
private. Currently private
entities in 8 counties,
including Milwaukee, have
won contracts (now applies
only to TANF).

Demonstrations projects should include a strong
research component to test the effects of program
privatization on client accessibility, confidentiality,
program integrity, administration and costs, and effective
monitoring and oversight. ***

Evaluation should be on-going, with state monitoring,
benchmarks and reporting, including protections for
whistle-blowers.** '

Evaluation would be done by
an independent evaluator, but
state has not provided other
details.

State law requires an
evaluation, but the state has
not provided other details.

State proposal doesn’t include
an evaluation, but
performance would be
reviewed during the bidding
process every 3 years.

States must prove that proposals to waive important
statutory requirements will not result in harm to
claimants or customers.**

Unknown

Unknown

Unknown

States must justify the need for an experiment, and
explain why they have been unable to rectify the
problems through public sector interventions.
Experiments should not be justified by insufficient public
performance, fraud, cost savings or vendor expertise that
cannot be efficiently replicated; experiments should not be
based solely on an interest in exploring private
provisions.**

Unknown

Unknown

Unknown

* Principle articulated in the 5/13/97 letter from HHS to Texas.

*x Principle articulated by labor community.

*E¥ FNS recommendation.
ok ok ok

2

IRS has told other federal agencies that they will not share their data with private entities.




Arizona

Florida

Wisconsin

States must show evidence of labor-management
cooperation in design, seeking input from all workers in
the program redesign process.**

Unknown

Unknown

Unknown

The program should be designed through extensive
public input; vendors should have documentation of
experience available for public evaluation.**

Unknown

Unknown

Unknown

Plans must provide structures which avoid conflict of
interest -- i.e., creating incentives that discourage vendors
from providing services to individuals or encourage them
from deeming clients ineligible for services.**

Unknown

Unknown

Unknown

Plans must ensure privacy and confidentiality.**

Unknown****

Unknown****

Unknown*** ¥

Plans must contain public “failsafe” provisions, making
vendors aware that they will be required to facilitate the
return to public provision should the experiment fail, and

to state provision without interruption of benefits or
services.**

requiring them to demonstrate that they can return programs

Unknown

Unknown

Unknown

* Principle articulated in the 5/13/97 letter from HHS to Texas.

*¥ Principle articulated by labor community.
*AE FNS recommendation.

**%%x RS has told other federal agencies that they will not share their data with private entities.
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Department of Health and Human Services
Office of the Secretary,
Office of the Assistant Secretary for Management and Budget
Health Benefits and Income Support Fax
202-690-6896

o Dovbrah Adees  4EL-95Y

FROM: Genie Chough, HHS
690-7194
DA'TE:
Number of pages (not in¢luding cover sheet): A\/
Comments:

Ifyou have trouble receiving this fax, please call 202-690-6553. Thanks.
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Austin, Texms 78711 M\\?

‘ Dsar Commisaionay XcKinney:

I &= writing to follov Up on our mogt resent zasting ang to
respond to your lattel dated Mzrch 5, 1997 to ma concaraing the
Texag Integruted Pnvuvllpant Swrvices (TIZ8) project. You asked
that T previde, en badalf of ths Administratian, guidance under
which Texsa could rsleass the TIES raguest for affers (RFo), ir
it wo choosas. .

In this lettar, I dsscTiba tha cmrTent status of our Aiscussieng,
ths flexibility svailahls to the Stats \ndey carrent lev, the
luiutionLugm1m functions which must ba parfermad by Ststa
pDarit systez quployees, and next staps in the procsss of roving
forwverd with the TIRS project. DBecauss Teas considaring an
integrated aligibility system, I address both Modicaild and Food
Stamp pelicy in this lattar, the content and language of which
have besn approved by the Daspartpent of Agriesulture. - official
notizigation by tha Food and Conmumer bervice (Fes) of tho
Departaent of Agriculture will be providsd to yeu by the ¥C5
reglanal vffice.

aTent Status of Our Discussione

Our stazifs Azve een working togsther to rassolve naby ismies
ralated to the dsvalopaeat of tha TIEE projsct, a highly cemplex
undartaking by the Ststs that inmvalves tha imtegration of thres
large Fedaral programs (Tenporary Assigtance for Needy Pamilies,
HMedicald and Pood Staups), as well a8 a hurher of other Paderal
and state pregrame. The State has subRittad for raviev g draft
RPO Whick gasks innovative approashas te the Aslivary of pudlic
sarvicas. The draft EF0 calls for proposals which would replace
the State'y copputer systez and wvhinh would ra-snginear the
zathods by vhich aligibility is detarmined. Among ths iwportant
tachniexl ana policy iwsuss potantially raissd by tha dzaft BYO
is the fundamental Question of ths axtant to which functiens
histarically perforaed by Stats nerit systes ployass oould be
paxforeed by privats contractors. :

Ths Btete hag not summitted en actual proposnl to privatige State
Zfunctions, nor reguostad p wvaivar of any Psderal statutas er
rsgqulations. Rather, ve Bave engaged in diecussions so that the
State wvould be in a pesition to coxzunicste t» tha vandor
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Page 2 - Camissioner NcKinney

cemmaity any restristicns regarding those activities waich ocgula
be perforuad By non-sarit systes, non-sState saployees
(hareinaftar *non-public axployees®). sing that yosu d4ig
not sxpreas incerast in discussing a time— ted, sudb=-Atate
deonstration during lsat week's Beating, this letter addresscs
tha limitations msat forth in Yood Stazp and Mailicaid lav and
regulaticns,

current Yool Staxp and Msdicaid statutes, ragulutions and
precedent provide ths Htate vith tha opportunity to avtomata and
re~anginesr tusiness procsxsas, ns vell a3 9 uNa cantract stare
to perfozn 8 murber of fanctions. Buch functions inolude degisn,
devalopmant ahd cperation of tha lavrge ahd complex information
iputen vhich the State axpecté T3 ixplenent ih TIEE. The Btate
could alse gaploy contract staff to davelop and TesoEhand an
intagratad and ra-snginaxrad eligibility procszs for tha prograxs
includad in TIES. Contract staff could provide txoining and
assist management in tde transition to TIEE. In sddition, as ysu
knaow, Tsxas bas very brosd authority to sdminister the hwu:-{o
Asgistance far Negdy Pamilies (TANT) progran and, vith respect
tﬁoizdﬁniumm ©f TAHEF, can uUsé non-Public anployaes withogt
uitatian. ’

Therefore, significant epportunities exist for ths State to taks
advantage of ths afficiancies end expsrtizs availuble-through the
vstdoY cogmunity in devaleping and adeinistgring TIEBS. Tasrs
are, hovevar, limitations impossd ¥ lav on comtyactor
involvensnt ralatad ts cliant cartificati{an and aligibdbility
detaTainaotion, es .described below.

* {

Exzent of Work By Mon-Public Brployass

)

Ssction 1502 of the Bocisml Saecurity Act and saction 1l(e) (€) of
the raod Stamp Mt and lapanting requlations reflect the
principle that tias incluvded in the el Ty
daterminatian precess (referrad to as the sazxtificstion procass
in the Pood Stamp Act) nust be parfermed by public u{;mw A
ach-public axployaw way not take actiens iNUSIVing discretion o
valug judgments, including all alemantg of ths ty
Wl that Teluta €5 ths evniuatien of

) provided by an spplicant oy bearing on tha
eliginiiivy dcm!.?n.

~Radesigning the eligidility detetnination process could hava tha
sffect of Barging dliscretionary and noo-discratian activitias.
¥hereas previcusly a saries of separadla adrninistrative stsps
sccurted a8 part of the aligibllity dataczmination pracess,

@oo03

F.05/87

current tachnology .may snable tde Etata to cazdbine multiple stepe

Anto a single, sustlesp process. TR {(nitial comtact,
__8spplication, data Antey, interviev process, rsquast far and
co '
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avaludtion sf appropriate docuparrtation, S8 Well as the resulting
eligibility Anocision and bansfit calonlation, 2ay ne lunger
necsssarily I ssparabdble and seuentipl staps. sttampt to
saparate osytain portions of tha aligibility dstarmination
prosear for the purposs of (molmting imdividual activitias

invaelvy dlecTetioh vauld samm to defeat the Btata's purpose in
intagrat and streumliring progran -enrollasnt.

~ It is Bnore approprists to rastatas the intent of theas pravisiens
_ .~ 3.0., in an intagratad and streadlined proamss, mest if set
' all activities invelving parscnal cantast with an appllcant or .
Teciplent, ineluding dats entry &uring an intaractive discusaion
with the applicant, have ths potantis] to involvs the use pf
discretion or Jjudgsent, and o dirsctly influance or affect the
eligidility datermination proceas. [Therafors, thess activities,
ahd any othar activities in vhich specific sligihility eviteria
are dimcussed Vith an licant or aligibility-calated
inforaatien is (collscted) and svalusted, wust bs ha¥formsd by &
stats mavit system n@loyu/_.} .

~AE we dimcussed {n ocur peating, ‘there are narrev instances in
which Medicaid and Pood Gtamp lav and ragulations parmit
itvelversnt of non-public exployses {or the purpose of expanding
and aphancing State ocutrasach afforts. In thas putstatiening
proviaions of ths Kedicaid program, non-public employeas ars
permitted to perfora 8 wmunber of initial procassing activities,
but ars not perrmitted to evailuyats the {nfaraation rresentsd by
the applicant, =¥ naks ths actudl eoligibility detersimation.
Undexr the Food Btump ax, voluntoesrs way airply assist
potentizl cliants in £11 applications with tha Stats. 1In dDoth
caamm, thesa Ron-public amploysss ars precludad from engeging in
aetivivies that esyuld have tha effect of soreaning sut potantial
pliennts. Activities involving the use of dimoreticn that

eculd result in portantial spplicants baing screansd ocut xust be
parforasd hy State parit systes saployses. A significant non-
Htate presance in the {ntsgrated snrollysnt procsss could rasult
in sope mcreening ocut of potantial spplicants by nob~pudlic
exployses.

fonnible Next Steps

Tha State wmay relsass the draft BPO, undar the conditicn that ths
State. includa ths spplictbls laonguage from thisg letter in tha '
draf:s RPO. HHE will approve Fedaral matchiby funds for projact

;i:ming activities faor the caata incurzed througk the plynning
an. y

In oxdar fer BHEO ¢o éonsidar appreving snd funding a oantract
vhich may result frem yYelgapa 0f tie RO, the HLATS must subeit
an Lmplmnontatica advansed planning docuasnt (IAFD) for BHS®
prier approval folioving the solicitation pxooesss, in ncaordanse
vith the rules at ¢35 CFR Purt 95,  Bubpart F. The TAPFD must msat

-Am ene @taL A= 1U 8 A8 1900 sant K18 -
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Page 4 — Commissioner Yoxinney

ths vaguivezsnta epscizied in the cited Tulss and provids A
tigorous and positive eckt bensfit analysis for the praject. The
ftate may want te advies potential pffarcrs to nakXe Ush of HHG'
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KRS and UGDA ataff ers availahle to centinus thelr angaing
discussions with your effice. Mark Ragan, Director o2 ths Offica
of State Bysteni, Adninistration for Children and Pamilias or his
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JOHN McCAIN 241 RUBSELL SenaTE OrrIGE BuiLaing
ARIZONA WasHINgTON, DC 20510-0303
CHAIRMAN, COMMITTEE ON COMMERCE, (202) 224.223%

SCIENCE, AND TRANSPORTATION 1839 SOUTH ALMA SCHOOL ROAS

OSSO s S 5 Anited States Denate e
COMMITTEE ON INDIAN AFFAIRS : 1802) 491-4300

2400 EAST AR IZONA
BILTMORE Circee
SuITE 1150
September 14, 1998 Puotnix, AZ 85016

(602) 942~2410

480 WesT PASEO REDONDO
SyrTE 200
Tucson, AZ 8570%
(520) 670-6334

M_S, Donna Shalala TELEPHONE FOR MCARING IMPAIRED
Secretary - oz et
U.S. Department of Health and Human Services

200 Independence Avenue, S.W.

Washington, D.C. 20201-004

‘Dear Secretary Shalala :

I am writing to you regarding the Arizona Works pilot welfare program. It has
been more than a year since the state of Arizona submitted an official waiver request to the
appropriate federal agencies, including the Health Care Financing Administration
(HCFA). Arizona still has not received an answer regarding this waiver.

1 am confident you would agree that a crucial component of the 1996 Personal
Responsibility and Work Opportunity Reconciliation Act (PRWORA) is the flexibility it
allows the individual states in running their welfare programs. With this flexibility, the
states are able to construct programs tailored to the specific needs of their communities. It

is my belief that this is exactly what my state is attemptmg to do through the Arizona
Works pilot program.

The Arizona Works program allows the state to contract with a private entity that
will be responsible for determining eligibility for certain welfare services including:
Temporary Assistance for Needy Families (TANF), Child Care, Food Stamps, Medicaid
and the state-funded General Assistance program. Under the 1996 welfare law, states are
permitted to contract with the private sector to operate T4§F and Child Care programs,
However, states are required to use state employees when detemmmg eligibility for the
Food Stamp and Medicaid programs. Thus, Arizona is seeking a federal waiver for their

Arizona Works program which allows non-state employees to determine eligibility for the
Medicaid and Food Stamp programs.

It is important to note that Arizona Works meets the federal requirements for a
welfare privatization demoustration as outlined by the Administration on May 13, 1997.
This includes limiting the length of the demonstration, implementation in only one county,
rather than statewide, and a strong methodology for measuring and assessing outcomes.

Developing an effective and efficient welfare reform program which creates

opportunities for Arizonans to become self sufficient is a laudable goal and one that should
be encouraged. I am hopeful that this Administration will conclude that the Arizona
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Works pilot program is an important step in this process and will determine that it meets
the federal requirements for a demonstration project.

It is imperative that Arizona receive a prompt response regarding this waiver since
they are obligated by state law to have this program fully operational by January 1, 1999,
If, for some reason, the waiver is not approved, Arizona will need sufficient time to
establish a dual system whereby private entities determine eligibility for TANF while state
employees make determinations for Medicaid and Food Stamps.

Since submitting the waiver, the state of Arizona and Governor Hull have been
working closely with officials from your agency to address and eliminate any concerns the
Department may have about the innovative Arizona Works program. In addition, the state
amended the original proposal in a concerted effort to address federal concerns about the
length of the pilot program and time frames for state implementation. Now the state is

" simply awaiting a decision by you,

Providing a waiver for the Arizona Works program would give our nation an
opportunity to learn if privatization can lead to a more efficient and effective service
delivery. Therefore, X am requesting that the Department, in accordance with all
applicable rules, regulations and ethical guidelines, review Arizona’s formal waiver request
in an efficient and expeditious manner.

I'look forward to your prompt respounse regarding this important matter.

Sincerely,

John M(& %;‘

United States Senator
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Background:

Talking Points

Meeting with New York State Department of Health
& New York City Human Resources Administration

November 13, 1998

The HCFA Regional Office met with the New York State

Department of Health (NYSDOH) and New York City Human Resources
Administration (NYCHRA) to discuss the procedures for Medicaid application
and referral for eligibility determinations. The November 13th meeting
discussion is the result of five months of media coverage alleging that strict
interpretation of welfare reform appeared to create barriers to individuals
seeking Medicaid coverage.

Attendees:

New York State Department of Health

Ann Kohler - NYS Medicaid Director

Sarah Van Leer - NYSDOH Counsel’s Office

Betty Rice - NYSDOH Director, Bureau of Medicaid Eligibility
Thomas Fanning-NYSDOH Medicaid Program

Alvin Conyers-NYSDOH Medicaid Eligibility Program

Gail Gordon -NYSDOH Medicaid-NYC Office

New York City Human Resources Administration
Mark Hoover-First Deputy Commissioner

Iris Hernandez-Executive Deputy Commissioner
Judy Nathan- NYCHRA legal counsel

DHHS Office of General Counsel
Annette Blum - Regional Director-OGC

HCFA New York Regional Office

Sue Kelly - Associate Regional Administrator
Dan Walsky- NY Branch Chief

Lynne Testa-Special Assistant-ORA

Jane Salchli-Health Insurance Specialist
Nicole McKnight-Health Insurance Specialist

What was NYSDOH and NYCHRA s response to HCFA's inquiry about the Medicaid
application and referral procedures in New York City?

NYSDOH and NYCHRA representatives stated that New York State and City
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government agencies are committed to assuring that all individuals wishing to apply
for Medicaid have the opportunity to do so, consistent with law and regulation. In
support of this they provided NYC policies and procedures on the Medicaid
eligibility process which are under review by the HCFA Regional Office.

As part of welfare reform, the State and City reported on the following actions they
are taking to "de-couple” Medicaid from the former Public Assistance system:

o Instituted Medicaid Liaisons at Job Centers so that if an individual asks for
Medicaid, the Liaison will arrange for a Medicaid application interview [at
another office location]. Furthermore, if an individual asks for assistance (eg.
TANF and/or Medicaid) the Job Center staff completes a screening profile to
initiate the application process;

. Currently, applications for Medical Assistance only are not available directly
from the Job Centers. The Job Centers distribute a combined application for
TANF, Medicaid and Food Stamps reportedly on the applicant’s scheduled
second visit to the Job Center. Recognizing the need to improve the
distribution of information for individuals on how to apply for Medicaid, HRA
is preparing to "station" Medicaid Eligibility Workers at the Job Centers who
will begin the application process for Medicaid eligibility;

o HRA is developing a brochure to inform individuals and families about their
rights and the procedures to apply for Medicaid;

o HRA has committed to expand its outreach and education efforts to promote
coverage for children through the Medicaid or Child Health Insurance Program
(CHIP) programs.

When asked for target implementation dates for these actions, neither New York
State nor New York City representatives could be specific at the meeting. In
response to the NYRO’s request for implementation dates, Ann Kohler and Sarah
VanlLeer of NYSDOH stated on November 16, 1998 that they will request this
information, and will provide an update on November 17.

Is the State currently providing applications for Medical Assistance at Job Center
upon request? :

New York State and New York City representatives did not provide evidence or
confirm that Medicaid applications were being given to prospective beneficiaries
upon request at the Job Centers. In fact, it appears from their responses that the
combined application for TANF and Medicaid is being made available typically after
an individual returns for a second scheduled visit. NYRO called NYSDOH to confirm
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this information, and specifically asked again on November 16, 1998 whether
individuals requesting Medical Assistance were given Medicaid applications upon
request at the Job Centers. NYSDOH representatives said that they have to revisit
this question again with New York City; and would respond on November 17.

Is the information provided by New York City and New York State consistent with
the guidance provided in HCFA’s June 5, 1998 State Medicaid Director’s letter on
Outreach and Enrollment of low income families in Medicaid or other health
insurance programs?

Representatives from the City and State government agencies reported that they
are implementing procedures and training staff to place Medicaid program staff in
the Job Centers who could respond to low income people and families inquiring
about or applying for Temporary Assistance to Needy Families (TANF) and also
requesting information about Medicaid and CHIP. These reports are subject to
verification by New York State and the HCFA Regional Office. At this time, it does
not appear that NYCHRA is in full compliance with the June 5, 1998 State
Medicaid Director letter on Outreach and Enroliment in Medicaid; this letter was
redistributed at the November 13, 1998 meeting since it appeared that the State
and New York City attendees were unfamiliar with its contents. Specifically, it does
not appear that NYC is in full compliance with the following components of the
State Medicaid Director letter:

“ Families who inquire about or apply for TANF should also receive information
about Medicaid and CHIP, how to apply for these programs, and how to receive
assistance with the applications.” (P.2)

“It is critical that States with diversion programs conduct aggressive outreach to
provide Medicaid information to families and to take all possible steps to assure
that eligible children are enrolled in Medicaid and CHIP. Families receiving
diversionary assistance may never encounter or fill out an application for TANF.
States should assure, however, that sites where diversionary assistance is provided
have Medicaid and CHIP applications available, and we encourage you to locate
State workers (in the case of Medicaid) and/or CHIP elgibility workers in these sites
to take the applications and assist in their preparation.” (P. 3)

Unless otherwise notified by NYSDOH, it does not appear that NYCHRA is
providing Medicaid applications upon request at Job Center sites in New York City.
Families who inquire or apply for TANF do not appear to be receiving specfic
information about Medicaid and CHIP; again, Medicaid and CHIP applications do not
appear to be available at this sites. However, NYS and NYC representatives do
report that they are planning to locate Medicaid (NYCHRA) workers at these sites
to work with individuals seeking to apply for Medicaid.
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How will the city and state address concerns raised about the Eligibility Verification
Review (EVR) -home visit program?

Representatives from the New York City and New York State government agencies
are sensitive to concerns raised that the EVR (home visit program) may
inappropriately discourage pregnant women and children from applying for Medicaid
and/or the Children’s Health Insurance Program. The New York State Medicaid
Director had indicated prior to the meeting that a NYC EVR pilot program is being
reviewed by the State and will not be expanded city-wide without the State’s
approval. On November 16, 1998, the NYRO requested DOH legal counsel to
advise HCFA under what legal authority and program conditions would a NYC-wide
home visiting program be approved for Medicaid.

What are the next steps?

NYRO expects to receive additional information from NYSDOH on November 17,
1998 as reported above. Representatives from NYSDOH and NYCHRA agreed at
the November 13th meeting to continue to meet and report to the HCFA Regional
Office on HRA's plans to "station" Medicaid Eligibility Workers in the Job Centers;
develop an informational brochure on Medicaid applicants’ rights; and expand
outreach and education efforts on Medicaid and CHIP enrollment.

Furthermore, it was indicated that there are information system changes that have
to be made in the New York Welfare Management System to effectively
"de-couple” Medicaid from TANF. The HCFA Regional Office will follow up with
the Administration for Children and Families to assess any pending system
requests.

Still to be addressed is the need for on-site visits and verification by NYSDOH with
possible participation by the NYRO to determine whether NYCHRA is in compliance
‘with Section 1902(a)(8) of the Social Security Act as well as with 42 CFR Subpart

. J, which sets forth requirements for the processing of applications, determining
elgibility, and furnishing Medicaid. 42 CFR 435.903 states, “The agency, must (a)
Have methods to keep itself currently informed of the adherence of local agencies
to the State Plan provisions and the agency’s procedures for determining elgibility
and (b) Take corrective action to ensure their adherence.” NYSDOH reports that it
relies upon its ongoing meetings and telephone communications with the local
districts to determine compliance; and appears to be reluctant to conduct on-site
verification and review of local district operations. We will need to determine
whether existing methods used by the State to determine compliance are
acceptable given the concerns reported by legal advocates for needy families and
press articles regarding NYCHRA's compliance with Medicaid requirements.
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WHEREAS, in February 1995, the Statc of Florida filed suit against the tobaoco industry to
recover expenses incurrcd by the State in treating smoking-related illnesses of its citizens.

WHEREAS, in August 1997, the State of Florida settled all pending civil claims with the
tobaocaa industry, inoluding, but not limited to, those claimed under the Florida Medioaid Third Party
Liability Act, punitive damages, Racketeering under the Florida RICO Act, and various other State
statutory theories. The monetary value of the State of Florida’s recovery from the tobacco industry
over the next 25 years under the August 1997 Settlement Agrcement is estimated to be approximately
$11.3 billion.

WHEREAS, in October 1998, the State of Florida amended its settlement with the tobacco
industry under the “Most F avored Nation™ Clausc or its August 1997 Settlement Agreement. The
monetary value of the State of Florida’s additional rccovery from the tobacco industry over the next S
years is cstimated to be approximately $1.75 billion.

WHEREAS, due to ocrtain pre-trial orders entered by the trial court in Florida’s litigation
against the tobacco industry the State of Florida was limited in the amount of Medicaid damages it
could recover to only those damages inourred from July 1, 1994 (the effective datc of amendments
enacted to Seation 409.910, Florida Statutes) through August 25, 1997 (the date of Settlement).
Florida was prohibited by Court order from sccking Mcdicaid damages for the period prior to the
enactment of the amendments to Scction 409.910; prohibited from secking futurc Medicaid damages;
and prohibited from claiming federal Medicaid damuges under the Florida RICO Act. Thus of the
approximately $13 billion in damages recovered by Florida less than $1 billion was attributable to
Mediocaid damages.

WHEREAS, a dispute has arisen between the State of Florida and the Health Care Finance
Administration (HCFA) of thc United States Department of Health and Human Scrvices regarding

reimbursement of monies recovered by the State of Florida under its Scttlement Agreemcnts with the
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tobacoo industry.

WHEREAS, the State of Florida asserts that none of the monies recovered from the tobacco
industry to reimbursc State-bome cxpenses attributable to treating stnoking-related illnesses are
properly rocoverable by HCFA as a recoupment of Medioaid expenses and HCFA asscrts a right to a
substantial share of the cntire $13 billion recovered by the State of Florida.

WHEREAS, as a mcans of settling the ourrent dispute, the State of Florida and HCFA have
agreed to cnter the following scttlement agrcement.

THEREFORE, the undersigned parties, on hchalf of the State of Florida and the United States
agree as follows:

In any year in which the State of Florida, through its Legislaturc and Govcmor, appropriate
50% of the funds recovercd from the tobacco industry for any or all of the cnumcrated programs isted
on Exhibit A 1o this agreemcnt, HHCF A shall determinc that the amount of Medicaid récoupmenl owed
is “zero” and shall make no olaim to any funds recovered by the State of Florida from the tobacco

industry in that year nor shall they attempt to offsct any other federal funds available to the State of

Florida including through the Mcdicaid program.
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EXHIBIT A

1. The State program under the maternal and child health services
block grant under title V of the Social Security Act (42 U.S.C. 701 et
seq.);

2. Funding for child care under section 418 of the Social Security Act,
notwithstanding subsection (b) (2) of that section;

3. Federally funded child welfare and abuse programs under title IV-B
of the Social Security Act;

4. Programs administered within the State under the authority of the
Substance Abuse and Mental Health Services Administration under
title XIX, part B of the Public Health Service Act;

5. Safe and Drug-Free Schools Program under title 1V, part A, of the
Elementary and Secondary Education Act of 1965 (20 U.S.C. 7111 et
seq.);

6. The Department of Education’s Dwight D. Eisenhower Professional
Development program under title 11 of the Elementary and
Secondary Education Act of 1965 (20 U.S.C. 6601 et seq.); and

7. The State Children’s Health Insurance Program authorized under
title XXI of the Social Sccurity Act (42 U.S.C. 1397aa et scq.).

*Funding for these programs shall be used to supplement and not
supplant other Federal, State or local funds provided to any of the
programs described above.



MEMORANDUM

DATE: 11/24/98
TO: Chris Jennings
. Jeanne Lambrew
vDevorah Alder 2. [ (¢
KarenTramantano
Barbara Chow
Dan Mendelson
Edwin Lau
Jeff Farkas
Sally Richardson
Julie Paradis
Bonny O’Neil
FROM: Cynthia Rice
RE: Conference call re: Arizona privatization waiver proprosal

Enclosed is a revised draft letter concerning the Arizona privatization waiver proposal.
Please fax any changes to me at 456-7431 by noon on Wednesday, November 25, 1998, and please
join me on a conference call starting at 1:15 pm and ending at 2:15 pm.

If you plan to participate, please utilize the following numbers to gain access. Please use the
number you have been assigned. The code is the same for each caller (0004).

DPC and WH-COS participants dial 456-6777 + 0004.
OM, HHS and USDA participants dial 456-6799 + 0004.

If you have any questions you may reach me at 456-2846.
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REDRAFT - November 24, 1998

Linda Blessing

Director

Arizona Department of Economic Security
1717 W. Jefferson

P. 0. Box 6123

Phoeniz, AZ 85005

Dear Linda:

This is in response to your request to waive the merit system personnel
requirements under section 11(e)(6) of the Food Stamp Act of 1977, as amended, to allow
a private entity to determine Food Stamp Program (FSP) eligibility under the Arizona
Works demonatration project.

This letter will also respond to your July 2, 1998 letter to Bonny O’ Neil, FSP
Associate Deputy Administrator, and to Michael Koppleman's November 3, 1998 [etter to
Allen Ng, Regional Administrator of the Food and Nutrition Service’s (FNS) Western
Regional Office in San Francisco. These two letters request assistance with the
development of an eligibility determination process and client flow model that can be

implemented in the absence of the Federal waiver.

Because these proposals do not ensure adherence to principles integral to

successful administration of the FSP, we must deny the requests.

Under one proposed structure, all applicants for food stamp benefits would initially
be directed 10 a private vendor. The private vendor wauld collect all information needed
for making the eligibility determination and enter all information into the statewide
computer system (AZTECS). Food Stamp eligibility determinations would then be made
by public employees of the Department of Economic Security (DES). For the purposes of
making food stamp eligibility determinations, the private vendor would be under the
supervision of the DES, Under an alternative administrative structure, public employees

would be contracted to the vendor, and thus, under the supervision of the private entity.
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