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REIMBURSEMENT FOR SOCIAL SERVICES 
EXPENDITURES 

WEDNESDAY, MABCH 8,  1878 

U.S. HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATIVE LAW 

AND GOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON THE JUDICIARY, 

Washington, D.C. 
The subcommittee met at 1 p.m. in room B-352 of the Raybum 

House Office Building, the Honorable George E. Danielson (chainnan 
of the subcommittee) presiding. 

Present: Representatives Mazzoli, Moorhead, and Kindness. 
Staff present: William P. Shattuck, counsel, Timothy J.  Hart, 

assistant counsel; Alan F. Coffey, Jr., associate counsel; and Florence 
McGrady, stafif assistant. 

Mr. DANIELSON. The quorum for the purpose of conducting hear- 
ings having been present, we will come to order and commence our 
hearing. 

The subject of today's hearing will be the bill H.R. 10101, captioned 
"A Bill to Authorize an Appropriation to Reimburse Certain Ex- 
penditures for Social Services Provided by the States—Prior to Octo- 
oer 1, 1975, under Certain Titles of the Social Security Act." 

While it doesn't say it,   the title could properly be amended to 
include the standard phrase ". . . and for Other Purposes." 

[A copy of H.R. 10101 follows:] 

(1) 
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95TH CONGRESS 
1ST SESSION H. R. 10101 

IN THE HOUSE OF REPRp]SENTATIVES 

NovKURGR 18,1977 

Mr. RoDiNO (for liiiiiself and Mr. D.VXIEUIOX) introduced llip following bill; 
which was referred jointly to the Coniniittees on the Judi(;iary and Ways 
and Aleans 

A BILL 
To authorize an appropriation to reimburse certain expenditures 

for social services provided by the States prior to October 1, 

1975, under titles I, IV, VI, X, XIV, aud XVI of the 

Social Security Act. 

1 Be it enacted hi/ the Senate and House of Representa- 

2 lives of the United States of America in Congress assembled, 

3 That (1) there are authorized to be appropriated not to ex- 

4 cced •S54:},000,0()0, to remain available until expended, to 

5 enal)le the Secretary of Treasury to pay to any State the 

6 amount, detenuined by the Secretary of Health, Education, 

7 and Welfare   (hereinafter in this Act referred to as the 

8 "Secretarj^") in accordance with paragraph (2), owed to the 

9 State as settlement of a claim of the State against the United 

30   States for reimbursement of expenditures made by the State 

I 
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j prior to October 1, 1975, with respect to services (aud re- 

2 lated administrative costs)   asserted by the State to have 

3 been provided (or incurred) under an approved State plan 

4 pursuant to title I, IV, VI, X, XIV, or XVI of the Social 

5 Security Act. 

6 (2) (A) .In the case of a claim by a State for reimburse- 

7 meut  described   by   paragraph    (1)    that   the   Secretary 

8 detemiines— .. 

9 (i) was asserted against the United States, in the 

10 form and manner prescribed by the Secretary with re- 

11 spect to the filing of claims under title I, IV, VI, X, 

12 XrV, or XVI of the Social Security Act, prior to April 

13 1, 1977; and 

14 (ii) in the case of any such claim with respect to 

35 expenditures of a State after June 30, 1972, is within 

16 the allotment of the State determined in accordance with 

17 section 1130 of the Social Security Act, as added by 

18 section 301 (a) of Public Law 92-512 and in effect with 

19 respect to fiscal years beginning after June 30, 1972; 

20 the Secretary shall certify to the Secretary of the Treasury 

21 for pajnment to the State the sum of— 

22 (iii) an amount equal to 38 i)ercent of so much of 

23 the claim as does not exceed $50,000,000; 

24 (iv) an amount equal to 35 percent of so much of 
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1 the claim as exceeds $50,000,000 but does not exceed 

2 $150,000,000; and 

3 (v) an amount equal to 21 percent of so much of 

4 the claim as exceeds $150,000,000: Provided, That if 

5 the total of all such unpaid claims of a State equals or 

6 exceeds 85 percent of the total of all such claims (both 

7 paid and unpaid) of that State, the percentage specified 

8 in clause  (iii)  above shall he 58 percent and the per- 

9 centage specified in clause (iv) above shall be 50 per- 

10 cent. 

11 (B) (i) In the case of a claim by a State for reimburse- 

12 ment described by paragraph (1) that the Secretary deter- 

13 mines meets the requirements of clauses (i) and (ii) of sab- 

14 paragraph (A) of this paragraph, except that the claim was 

15 nsserted, in the form and manner prescribed by the Secretary, 

16 on or after April 1, 1977, but prior to the ninety-first day 

17 following the date upon which this Act is enacted, the Secre- 

18 taiy shall certify to the Secretary of the Treasury for pay- 

19 nicnt to the State, subject to clause (ii) of this subparagraph, 

20 an amount equal to 15 percent of so much of that claim as 

21 he finds to bo for the provision of services that he finds the 

22 State provided and for which he has not provided reunburse- 

23 ment, but the expenditures for which were reimbursable 

24 under title I, IV, VI, X, XIV, or XVI of the Social Secu- 
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1 rity Act prior to April 1, 1977, or, if not serrices the ex- 

2 penditures for which were reimbursable, are services of a 

g similar kind, and are not otherwise reimbursable under this 

4 Act. 

5 (ii) The Secretary may not certify for payment or pay- 

6 ments to any State under the authority of this subparagraph 

7 an aggregate amount that exceeds 5 percent of that State's 

8 allotment for fiscal year 1973 of social service funds under 

9 titles I, IV-A, X, XIV, and XVI of the Social Security Act, 

10 as determined in accordance with section 1130(b) of such 

11 Act, less the amount certified for payment to the State under 

12 subparagraph (A) of this paragraph. 

13 (iii) The Secretary shall have no authority, by regula- 

14 tions or otherwise, to extend the time period specified in 

15 clause  (i) of this subparagraph or to waive the time limit 

16 for assertion of a claim. 

17 (3) (A) Except with respect to amounts paid by the 

18 Secretary to a State prior to April 1, 1977, no State is en- 

19 titled to reimbursement of expenditures described by para- 

20 graph (1) except ns provided by this Act. 

21 (B) Neither tlie Secretary nor any other official of the 

22 Federal Government may seek to recover any amount paid 

23 to a State prior to April 1, 1977, or pursuant to this Act, 

24 with respect to a claim of the State described by paragraph 

25 (1). 
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1 (4) (A) The Secretary is authorized to enter into agree- 

2 ments with any State in accordance with the provisioos 

3 of this Act, and agreements entered into prior to the enaot- 

4 ment of this Act, to the extent not inconsistent with the 

5 terms hereof, shall have the same force and effect as agi"ee- 

6 Hicnts entered into subsequent to enactment of this Act. 

7 (B) In the absence of an agreenjent, a State dissatisfied 

8 witii a determination by the Secretary under this Act may, 

9 by application to the Secretary within 60 days after the date 

10 of notice to the State of that determination,  obtain  the 

11 Secretary's review of that determination. If the application 

12 requests a hearing, the Secretary shall conduct a hearing 

13 after reasonable notice to the State, and shall, on the basis of 

14 evidence adduced at the hearing, affirm, modify, or reverse 

15 his determination. If the Secretary does not preside at the 

16 reception of the evideJice at the hearing, the decision of 

1"^ the presiding official or body shall be the decision of the 

18 Secretary. 

19 (C) No court of tlie United States has jurisdiction to 

20 entertain any action seeking the review of any determination 

21 or finding of the Secretary under this Act, or other\\'ise seek- 

22 ing to compel a determination by the Secretary to certify for 

23 payment any claim described by paragraph (1) : Provided, 

24 however. That the appropriate district court shall have juris- 

25 diction over any action seeking enforcement of an agreement 
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2 of the  kind  referred  to  La  subparagraph   (A)   of  this 

2 paragraph. 

3 (5) (A)  Amounts appropriated under paragraph  (1) 

4 shall be first applied in settlement of the claims described in 

5 subparagraph (A) of paragraph (2). If, after that payment, 

g the amounts remjuning are insufficient to pay the amounts 

7 established by subparagraph (B) of paragraph (2) with 

g respect to claims asserted under that subparagraph, the 

9 Secretary shall certify for payment with respect to each claim 

10 under that subparagraph an amount that bears the same rela- 

11 tionship to that claim as the total of such remaning available 

12 amounts bears to the total of all claims asserted under that 

13 subparagraph. 

14 (B) A reduction effected by subparagraph (A) of this 

15 paragraph in the amount payable to a State under paragraph 

16 (2) (B) does not give rise to an entitlement in the State to 

17 the difference between the amount payable under paragraph 

18 (2) (B)   (without regard to subparagraph (A) of this para- 

19 graph) and the amount payable under paragraph  (2) (B) 

20 after application of subparagraph (A) of this paragraph. 

21 (C) In the event that the amount appropriated under 

22 paragraph  (1)  exceeds the payable cldms under subpara- 

23 graphs (A) and (B) of paragraph (2), the excess shall be 

24 available to make further payment on claims under sub- 

25 paragraph (A) of paragraph (2) and for this purpose only 
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1 the first percentage figure in subparagraph (A) (v) of para- 

2 graph (2) shall be deemed to be 25 percent. 

3 (6)  The Secretary of the Treasury shall pay to each 

4 State all amounts certified by the Secretary as payable to 

5 that State pursuant to the terms of this Act. 



Mr. DANIELSON. We have with us today a number of witnesses. 
I am going to proceed as quickly as possible since the House will 

go into session at 3 o'clock and, inevitably, there will be a quorum 
quarrel, or a vote, within a few minutes. 

Our first witness will be Mr. Eugene Eidenberg, Deputy Under 
Secretary for Intergovernmental Affairs, Department of Health, 
Education, and Welfare. 

I would like for you to state your name and the names of your 
associates, and their titles, for the record. 

TESTIMONY OF EUGENE EIDENBERG, DEPUTY UNDEE SECRETARY 
FOR INTERGOVERNMENTAL AFFAIRS, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE, ACCOMPANIED BY DALE SOPPER, AS- 
SISTANT SECRETARY FOR LEGISLATION; AND GALEN POWERS, 
ASSISTANT GENERAL COUNSEL 

Mr. EiDENBERO. Thank you. 
Mr. Chairman, I am Eugene Eidenberg, Deputy Under Secretary 

for Intergovernmental Affairs, Department of HEW. 
To my right is Mr. Dale Sopper, from the office of the Assistant 

Secretary for Legislation. 
To my left is Mr. Galen Powers, who is Assistant Greneral Counsel 

for the Department. 
Mr. DANIELSON. Our form sheet here says Mr. Richard Beattie 

would be here. 
He stayed home today, did he? 
Mr. EiDENBERO. Mr. Powers is representing the General Counsel's 

Office. 
Mr. DANIELSON. Then we have Mr. Powers to my right, and 

Mister  
Mr. SoppEH. Sopper, S-o-p-p-e-r. 
Mr. DANIELSON. OK. Thank you. 
On this matter, Mr. Eidenberg, you may proceed in any manner you 

wish. If you are so inclined, you may maKe your argument or per- 
suasion to us, and we'll put your statement in the record. 

If you would prefer, you mav read it. 
Mr. EIDENBERG. It would be fine with me, Mr. Chairman, if I 

submitted the statement I have prepared for the record and just make 
a very brief summary statement to you, if that would be acceptable. 

Mr. DANIELSON. Without objection, his prepared statement will be 
received in the record. Go ahead and proceed. 

Mr. EIDENBERG. Thank you, Mr. Cnairman. 
Let me just begin by acknowledging my appreciation to you for 

having the hearing today on H.R. 10101. 
You have introduced, on behalf of the administration, H.R. 10511, 

which is an identical bill which has been introduced by Mr. Corman. 
We believe it's an important piece of legislation that would bring 

to an end a very long and protracted dispute that exists between a 
number of States and HEW, disputes that arose in the 1960's and 
yearly 1970's over the criteria, standards, and methods for reimbursing 
States for expenses they incurred in providing social services to eligible 
public aid recipients in their States. 
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I will not, because my statement does so, go into the details of that 
history, except to say that the services we are talking about were 
services such as day care for children, protective services for neglected 
or abused children, drug and alcohol abuse services, family counseling, 
and a variety of services for aged, blind, and disabled persons. 

The history of this issue goes back at least a decade or longer; and 
the disputes essentially focused on $800 million of social service reim- 
bursements that has been made to the States and were in various 
stages of disallowance or reconsideration, and another approximate 
$1.6 billion of claims that the States had outstanding against the 
Department for reimbursements that had never been paid. 

So there are well over $2 billion worth of disputes between the De- 
partment and the States that had grown up over the years, and this 
doesn't touch the billions of dollars of other payments that had been 
made that potentially could come into dispute as the result of audits. 

I think it's safe to say that no other single issue facing the Depart- 
ment contributed more to the sense of frustration and friction in our 
intergovernmental relations than this single issue. 

Secretary Califano, very early in his tenure as Secretary, asked the 
Under Secretaiy, Hale Champion, to begin a process to see whether a 
negotiated settlement could be achieved with the States that would 
settle all these disputes that precede October 1, 1975, when the Con- 
gress consolidated all these social service programs under the single 
title XX of the Social Security Act. 

The Secretary was anxious to put this particular problem behind 
us and to resolve these disputes. The alternative to negotiating a 
settlement was really an endless and expensive process of litigation, 
without any sense on either side, as to what the outcome was going to 
be. 

There has already been some litigation which creates the precondi- 
tions for more disallowance 'procedures, reconsideration procedures, 
and litigation. Without a settlement, it will go on for years with no 
assurance as to the financial outcome to the Federal Government. 

It was in that context and against that backdrop that the Secretary 
instructed the Under Secretary to see if a settlement was possible. 

The settlement resulted from a meeting with representatives of all 
the affected States during which the Under Secretary reported that 
the President was prepared to seek authority from the Congress to 
expend up to $543 million to settle the disputes and to forgive all 
other reconsiderations and disallowances agamst the States for reim- 
bursements that had already been paid. 

We proposed a formula for allocating that $543 million against all 
the known claims and those that might subsequently be submitted by 
the States. 

We solicited the State's participation, let me say, in a direct request 
to the Governor of each State, and told the States that a  

Mr. DANIELSON. Let me interrupt. 
Flo, could you print a sign, "Welcome, we're all here" and post it 

on the outside of the door, but close the door? 
Ms. MCGRADT. All right. 
Mr. DANIELSON. GO ahead. 
Mr. EiDENBERG. In meeting with the State representatives, the 

Under Secretary said we were operating under a budgetary constraint. 
We are prepared to ask the Congress for authority to expend up to 
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$543 million, but the particular allocation is negotable. We did propose 
a take-it-or-leave-it allocation. 

It was really straight-forward negotiated solution to these very 
complex disputes. In working with States over a period of weeks and 
months, we came up with the formula which is reflected in the bill 
that's before the subcommittee. 

It has the support of virtually every State involved and affected. 
It would allocate $532 million against the outstanding claims that are 
already on record before the Department. 

It would provide $12 million of contingency accounts after the $531 
million is expended to provide allocations for additional claims that 
might be submitted by States after the bill has been enacted, within 
90 days after the bill has been enacted. 

We have signed agreements for this negotiated solution with those 
States that are to receive payments. We are here today with some sense 
of satisfaction; and are eager for your support and approval of this 
solution. The settlement that we've negotiated puts behind us a very 
tortured decade of dispute and controversy and resolves all the out- 
standing matters affecting these social service claims. 

With that as a general background, Mr. Chairman, I'll stop and be 
glad to answer any questions. 

Mr. DANIELSON. Fine. Let me see if I've got my thinking correct, 
and don't hesitate to correct me if I'm wrong. 

It's my understanding that the Federal Government pays funds 
to these States for which they, in turn, or even in advance, pay out in 
the furtherance of some of the social security programs. 

You have enumerated several of them that are affected here. I 
assume that they are the ones covered by the bill, titles I, IV, VI, X, 
XIV, and XVI. 

Mr. EiDENBERO. That is correct. 
Mr. DANIELSON. All right. Now, during the period between the 

dates you mentioned, one in October of 1972, I oelieve, and one in 
1975  

Mr. EiDENBERG. The consolidation of those various titles for the 
social service programs became effective in 1975. 

Mr. DANIELSON. But the span of time during which the claims were 
generated ended in October of 1975, and it began in 1972. Am I 
correct? 

Mr. EiDBNBERQ. I'm not sure if I understand it. 
Mr. DANIELSON. There's something in the bill about 1972, and 

I'd like to know what it is. On page 2, line 15, with respect to expendi- 
tures of a State after June 30, 1972. Is that the date of inception? 

Mr. EiDENBERG. That's the date of—counsel just advised me that's 
the date on which the Congress imposed the $2.5 billion ceiling on 
allotments for social services. 

Before that date it was essentially an open-ended authority against 
States which sought reimbursement. There are claims what precede 
the 1972 date, and then there are claims between 1972 and 1975; and 
this bill would resolve all those disputes. 

Mr. DANIELSON. I get it. It's a reference, the 1972 date, but it 
brings in, apparently, a slightly different formula. Is that the idea? 

Mr. EiDENBERG. That's right. Some of these claims go back to 
1969. 
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Mr. DANIELBON. All right. The 1972 had stuck in my mind. All 
right. It's my understandmg that before a State is authorized to be 
remibursed for an expenditurej the plan under which they make the 
payment must be a plan submitted to HEW and approved by HEW. 

Mr. EiDENBERO. That is correct. 
Mr. DANIELSON. And at least substantial effort has been made to 

follow that throughout the years, and the claims with which we are 
dealing, in one manner or another or several, the plans were either 
not approved or were not according to approved—the expenditure 
was not according to a fully approved plan or a variance with the 
plan. Is that correct? 

Mr. EiDENBERO. The disputes, in part, were occasioned by thw 
Department challenging, in some cases, whether payments had 
been made by States for services under an approved plan. 

Mr. DANIELSON. YOU weren't challenging whether they wore paid, 
but whether they were made under an approved plan? 

Mr. EiDENBERO. Right. In some cases. In other cases we were not 
challenging whether the payments were made under an approved plan, 
but whether the person receiving the benefit of the services for which 
reimbursement was claimed was eligible to receive those services. 

Mr. DANIELSON. Under a plan. 
Mr. EiDENBERO. Under a plan. That's another kind of dispute. 
Mr. DANIELSON. You're not questioning whether the expenditures 

were made, you're questioning whether they fit the glove of the 
precise plan under which they purport to have been made. 

Mr. EiDENBERO. That's right. And in each one of the disputes that 
was before a court or before a panel for reconsideration, those were the 
kind of disputes. 

Mr. DANIELSON. And the aggregate of the disputed claims, they 
aggregate something like $2,400 million? 

Mr. EiDENBERO. That's correct. 
Mr. DANIELSON. Of which HEW has already paid to the States 

$1,600,000,000, round numbers? 
Mr. EiDENBERO. That's correct. 
Mr. DANIELSON. And approximately $800 million remain not paid, 

but the States, or some of them feel that they should be paid. 
Mr. MooRHEAD. I didn't hear that. You say on the basis of what? 
Mr. EiDENBERO. The $1.6 billion had not been paid to the States, 

and the States were seeking reimbursement—or seeking payment of 
that $1.6 billion, $800 million of disputed claims had been paid to the 
States. 

Mr. DANIELSON. I just have it in reverse. 
Mr. EiDENBERO. Exactly. 
Mr. DANIELSON. $800 million had been paid of disputed claims. 
Mr. EiDENBERO. Correct. 
Mr. DANIELSON. $1.6 billion had not been paid, it's in the disputed 

categoiy. 
Mr. EiDENBERO. I may have misled you, and the record will reflect 

that if I reversed it earher in my comments. 
Mr. DANIELSON. Well, we've got at least a picture here. 
Mr. EiDENBERO. Exactly. 
Mr. DANIELSON. It may be distorted, but it's the same idea. 
All right. Now, affected States claiming a right to reimbursement 

have filed a number of actions against the Government. 
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Mr. EiDENBERG. CoiTect. 
Mr. DANIELSON. Can you give me any idea how many? 
Mr. EiDENBERG. Well, let me—of the 28 States involved, there 

were  
Mr. DANIELSON. Just give me a ballpark figure, and then if you've 

got a sheet here that's not superclassified, we will put it in the record 
without objection. 

Mr. EiDENBERG. There are eight pending court suits, for example, 
against the Department. There were—which looks to me, just quicUy 
looking over the list, probably something on the order of 15 or so of 
the 28 States. 

Mr. DANIELSON. I'm thinking about 800 or 900 lawsuits pending. 
Do vou think it's more like 20, 8 to 20? 

Mr. EiDENBERG. At this moment, potentially, that's correct. 
Mr. DANIELSON. Is that confidential or not? 
Mr. EiDENBERG. Absolutely not. 
Mr. SoppER. What this is Mr. Chairman is a listing of the States and 

the various amounts that are at issue with them in terms of claims 
which have been paid and challenged. 

Mr. DANIELSON. I think that's an exhibit to the General Accounting 
Office's statement. We won't need it then. 

All right. Now then, you do have some 8 to 20 lawsuits against the 
Government to collect the money which the States claim is owing. 
Has the Government commenced any civil actions against the States 
to recover funds which we claim have been paid incorrectly or im- 
properly? 

Mr. EiDENBERG. No, we have not. 
Mr. DANIELSON. Have any efforts been made to collect such funds? 
Mr. EiDENBERG. Yes. Maybe Mr. Powers could elaborate on the 

proceedings that are, in fact, underway. 
Mr. POWERS. When we make a claim against a State under the 

welfare titles of the Social Security Act, our method of recovery is 
merely to offset against the next quarterly payment. 

Mr. DANIELSON. You withhold from future payments which would 
otherwise be due? 

Mr. POWERS. That's correct, unless the State asks for some kind of 
reconsideration or goes to court to stop us. 

Mr. DANIELSON. In a nutshell, you don't sue to recover? 
Mr, POWERS. That's right. We don't have to. 
Mr. DANIELSON. All right. Now, you mentioned the 28 States under 

the formulas that you've been talkmg about, which is reflected in this 
bill. Twenty-eight States would either receive a payment of a portion, 
under the formula, of what they claim to be due to them, or the 
Government would forbear from trying to collect what it considers 
to have been paid improperly. 

Mr. EiDENBERG. Correct. 
Mr. DANIELSON. There would be a consideration, in other words, 

either payment of money or a forbearance, one or the other. 
Mr. EiDENBERG. Right. 
Mr. DANIELSON. Have each of the 28 States agreed to the formula? 
Mr. EiDENBERG. Each of the States that would receive a payment 

has, with the exception of the State of Pennsylvania, agreed to the 
amount of money that the agreement would pay them, should the 
Congress approve it. 

26-589 0—78 2 
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Mr. DANIELSON. HOW about the States who are receiving the benefit 
of a forbearance? 

Mr. EiDENBERG. To my knowledge, the one State in which there is 
still outstanding discussion is the State of California. 

Mr.  DANIELSON. California has only  $1.5  million,  as  I  recall. 
Mr. EiDENBERG. $2.5 million, and they would be able to submit 

that claim, by the way, against the residual amount described. 
Mr. DANIELSON. That's only $12 million. Would that be enough 

to cover that claim and then the others which are—wait a minute. I'm 
diverting from my original question. I want to get back to my question. 

How about the States which would receive the benefit of a forbear- 
ance, with the exception of California? 

Mr. EiDENBERG. We do have agreements with all of the States. 
Mr. DANIELSON. Now then, there are 22 other States, and I don't 

know. How about Puerto Rico, et cetera? There are other States which 
are neither getting a payment nor a forbearance. Do they agree? 

Mr. EiDENBERG. We invited representatives from every State to 
the meeting in September, that I described earlier, that the Under- 
secretary held; and if not all 50, very close to all 50 States participated. 
We do not have signed agreements from those States that vnW not receive 
payments, but I have reason to believe that they understand and, in 
general, support this negotiated solution and understand that thev 
would still have an opportunity 90 days after enactment of this bill 
to submit any further claims they might have. 

Mr. DANIELSON. And that will go against the $12 million? 
Mr. EiDENBERG. Exactlv. 
Mr. DANIELSON. Does the $12 million aggregate a sufficient amount 

to cover any possible contingency of the 22 States and the territories, 
et cetera, which are not in the formula? 

Mr. EiDENBERG. Certainly not 100 percent. The procedure would 
be to allocate a prorated share against any claim submitted under 
that procedure. 

Mr. DANIELSON. HOW would the passage of this bill into law 
deprive those 22 States or any of them of the right to assert their full 
claim? 

Mr. EiDENBERG. Well, I'll ask legal counsel to talk to the legal 
Eoint. I'm not a lawyer. I simply say we're asking the Congress here, 

y act of Congress  
Mr. DANIELSON. YOU mean we can say by act of Congress we don't 

owe you the money anymore? 
Mr. EiDENBERG. Well, we have to get legislative approval to a 

negotiated settlement. That will, in fact, eliminate this dispute 
and  

Mr. DANIELSON. What's the period of limitation, if there is one? 
Mr. EiDENBERG. Limitation to  
Mr. DANIELSON. To make a claim. 
Mr. EiDENBERG. The 90-day period after April 1. 
Mr. DANIELSON. Now, but what is the existing one? 
Mr. EiDENBERG. Nonc. 
Mr. POWERS. There is none, Mr. Chairman. They can claim at any 

time. 
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Mr. DANIELSON. DO you know whether the $12 million would be 
enough? Suppose every one of these other people, or other States— 
I am going to use the word "States" to include territories, et cetera, 
wherever the law applies. 

How far short would that fall from covering 100 percent all the other 
potential claims? 

Mr. EiDENBERO. I have no idea, since those States have not sub- 
mitted those claims. 

Mr. DANIELSON. And they still have 90 days in which to do it 
after the eflfective date of the law. 

Mr. EiDENBERO. Correct, but they have had several years, let me 
say, to submit claims and have not, so it would be—it's absolutely  

Mr. DANIELSON. Would the formula prevent you from asserting 
the offset against any such claims as may be submitted in the 90-day 
period? 

Mr. EiDENBERG. Asserting which offset? 
Mr. DANIELSON. Your offset. You claim that on all of these claims, 

at least there is the contention that the money may have been paid 
improvidently. 

Mr. EiDENBERO. The legislation would foreclose that possibility for 
the Government. We would be not in a position to reopen any dis- 
cussion with the States over that offset. 

Mr. DANIELSON. Of the 22 States? 
Mr. EiDENBERO. Including the 22 States, that's correct. 
Mr. DANIELSON. Well, the only thing that's bothering me, I think 

you've got to solve this problem. We must, and we're allpainted into 
a comer. It's not a desirable situation. 

As a practical matter, it's got to be resolved. I would not like to see 
us just plant another problem. Twenty-eight States, you say, are 
going to agree and will receive some kmd of legal consideration for 
the agreement. 

I think that would be enforceable, but the other 22 States have not 
agreed. We don't know how much we owe them or they claim we owe 
them. 

Mr. EiDENBERO. As we sit here today, Mr. Chairman, they have 
made no claim that we owe them. 

Mr. DANIELSON. But there is no statute. They could make it next 
year. 

Mr. EiDENBERO. That is true, without some negotiated settle- 
ment of this sort that has the force of law, which is why we are here. 

Mr. DANIELSON. I don't know if I'm coming across to you. The 22 
States who are not a part of the negotiated settlement are not going to 
be bound by it. 

Mr. EiDENBERO. Well, they were part of the negotiated settlement 
in the sense they participated in to the process. 

Mr. DANIELSON. Under the law of contracts, I don't see how it can 
stand up. 

Anyway, you've answered my question, and I appreciate it. 
Mr. Moorhead. 
Mr. MOORHEAD. In your negotiations, who represented the States, 

each State's attorney general or someone from their office? 
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Mr. EiDENBERG. We wrote to the Governor and asked the Governor 
to contact the appropriate officials. In general, we had representation 
either from the State welfare department, State social service agency, 
and/or the attorney general's office. 

Typically, both offices were represented. 
MooRHEAD. Did they really play an active role, or did they 

just nod their head when you told them? 
Mr. EiDENBERG. Mr. Moorhead, let me tell you, they played a very 

active role. We made our proposal and told them w'hat constraints we 
were operating under. 

You will understand we had no idea whether $543 million would be 
viewed as an adequate solution from the State's standpoint. 

The States appointed, among themselves, a subcommittee with 
representation, ii I recall, from Michigan, New York, and Oklahoma, 
and asked the directors of the welfare departments in those three 
States to work with Mr. Miller (of Covington and Burling), w^ho 
represented a number of these States, to be the negotiating group with 
us. 

They came back and substantially altered the formula, the proposed 
formula for payment, and indicated that that suggested change m the 
formula was a product of discussion across all the States, that they 
were willing, reluctanth^ but willing to live with the proposal to settle 
the claims, plus the forgiveness of outstanding disputes. We agreed 
to the change in the allocating of the dollars. 

Mr. MOORHEAD. In the case of State of Florida v. Matthews, in which 
13 States sued the Federal Government, the district court declared 
your actions were invalid and said the States were entitled to their 
money. South Carolina and Virginia were parties to that suit; and yet 
they are not on the list of States that we have before us. What happened 
there? 

Mr. EiDENBERG. Well, the States on the list were the States that, in 
fact, have dollar claims against the Department that have not been 
reimbursed or where pajTnents have been made by the Department, 
and we were disputing those claims. 

Those States simply are not in that category and that's why they're 
not on the list. The issues on the Florida, v. Matthetcs case that you 
referred to, had to do ^vith the authority of the Department in its 
rulemaking capacity and aflected not just the States that had disputes 
at that pomt m time. 

Mr. MOORHEAD. Why did these States join, if they had nothing 
coming to them? 

Mr. EiDENBERG. I'll ask Mr. Powers to answer that. 
Mr. POWERS. Mr. Miller can answer that better than I can, but I 

want to give an answer that goes to what the chairman said. 
Those 22 States that the chairman refers to have no pending dis- 

Eutes with us on these claims. That is merely the product of time. We 
ave not been out there and auditing those States claims. It may well 

be if we do that, we'd have further disputes with all of them over these 
claims, so they had a stake in this bill. 

Mr. MOORHEAD. I don't think I quite got my answer on that other 
question yet. 

Mr. EiDENBERG. I think that's right. I am personally not able to 
answer that. Perhaps Mr. Miller can answer when he's here. 



17 

Mr. MooRHBAD. Would you see that I get a written answer, so it 
can go into the record? 

Mr. EiDENBERG. Absolutely. 
Mr. MooRHEAD. What basically is the status of that case now? Will 

this agreement affect that? 
Mr. POWERS. The case is on appeal, Mr. Moorhead, and the signed 

agreements we have with the Stat«s provide that if this bill is enacted 
and an appropriation made and payments made, they would move to 
dismiss the case. 

Mr. MOORHEAD. Are South CaroUna and Virginia a party to that 
agreement that they would  

Mr. EiDENBERG. We do not have signed agreements with those 
States. 

Mr. MOORHEAD. But if they weren't, it couldn't be dismissed. 
Mr. POWERS. Presumably, the case >\'ill be moot. Although it does 

not itself raise a money claim, it is litigation which looks to ultimate 
money claims. 

Mr. MOORHEAD. One thing that struck me about this, if the regula- 
tions were changed and payments that had previously been routinely 
made were withheld, how come you cut 28 States and not the other 22? 

Mr. POWERS. It's partly a function of the auditing process and the 
review process and what is on hand at the moment ana what has gone 
through first. In other words, there are, in those 22 States, quite likely 
the same kinds of disputes that have come to the surface with the 28 
States. 

Mr. MOORHEAD. Of this money that's been paid already, you said 
once $1.6 billion and another time $800 million. 

Mr. EiDENBERG. If I did, it was my mistake. I may have reversed 
the order. It is $1.6 billion that the States have claimed against HEW 
to be paid, and $800 miUion that we were challenging that had been 
paid. 

Mr. MOORHEAD. DO you have a list of what money has been paid 
and to what States it has been paid? 

Mr. EiDENBERG. Yes, It's either in the GAO report or I have a copy 
here. 

Mr. MOORHEAD. One of the reasons I'm asking for that, I'm 
rather concerned that the States that promptly complied with the 
changed regulations are being punished for their compliance. In the 
end, it's costing them more money. Do you understand that? 

Mr. POWERS. I understand, and the bill would, for those States that 
you characterize as obeying the regulations, give them protection on 
that point. We would not be able to go back and audit and say we now 
think you didn't obey regulations. 

Mr. MOORHEAD. It goes beyond that. You're paying some of 
these States money. Perhaps the people that would nave been recip- 
ients in other States under the same circumstance would have re- 
ceived more money if they had taken the same actions as the States 
on this list. 

Mr. EiDENBERG. If I Understand the point you're making, it is that 
any one of the 22 States, or more precisely, the 22 States not receiving 
a direct payment could have, without this legislation, in the future 
reconstructed a claim from the past and sought reimbursement. 

That is absolutely true. But we believe that a sense of fairness has 
been exercised here; and with a very public process and universal 
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involvement of the States, we feel that there has been adequate 
notice of what was intended. 

Mr. MooRHEAD. Well, I suppose one thing that strikes me imme- 
diately, according to the schedule I have, California, with 10 percent 
of the people in the country, would receive only $1.5 million out of 
the total of $531 million in the bill. I just wonder whether the people 
of California some place down the line have been shortchanged? 

Mr. EiDENBERG. Well, I think you're touching on an issue that 
really gets at why we approched the issue the way we did and sought 
a national negotiated settlement rather than going State by State. 

As Mr. Powers has indicated, you enter a stream of events at any 
particular time and you capture only those disputes that have been 
identified up to that time. 

The question of how many millions of dollars the State of Cali- 
fornia was reimbursed for social services about which disputes could 
have taken place is presumably quite substantial. We now have, as a 
result of continuing discussion with the State of Cahfomia, for ex- 
ample, acknowledgment that there is an excess of $120 million of 
payments we have already made to the State of California that  

Mr. MooBHEAD. Under that form of payment? 
Mr. EiDENBERG. Exactly. We would no longer challenge that. 
Mr. MooRHEAD. That's what I was interested in. 
Mr. EiDENBERG. The Assistance Payments Administration of Cali- 

fornia notified me just within the last several weeks on their views on 
this matter. 

Mr. MooRHEAD. OK. On that point then, my major concern is this. 
If this agreement is entered into, your suits are all going to be dis- 
missed and so you won't have the expense of defending them further. 
But have you fully revised your procedures so that this isn't going to 
occur all over again? 

Welfare is something that's being paid out all the time, and I know 
these States have been complaining about the Federal regulations in this 
area for years, as long back as I can remember. Is this just going to be 
a stopgap; is it something that's going to recur 2 or 3 or 4 years from 
now? 

Mr. EiDENBERG. I don't believe it will, and let me indicate why. 
No. 1, we're dealing now with the consolidated social service titles 
under title XX. There's been a cap that's been imposed, $2^ billion. 
If the Congress were to raise that level, we'd still be operating with 
a congressionally mandated limit of the number of dollars to be 
spent for these purposes. 

We had no such limit during most of the time when these claims 
were generated, and the Department's experience with the pre-title 
XX social service claims has certainly served to sensitize us to these 
kinds of problems. I don't believe we'll have this kind of experience 
again. 

Mr. MooRHEAD. OK. If you can get me the answers to the previous 
questions, I'd appreciate it. Thank you. 

Mr. DANIELSON. Mr. Kindness. 
Mr. KINDNESS. Thank you, Mr. Chairman. I am still having a little 

trouble with my numbers. The listing that we have of the 28 States 
that are involved includes 13 States that would receive a payment 
under the bill and 22 States that would have claims dropped under 
the bill. 
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Now, I understand that there are some States that are receiving 
Rayments that are uncontested, as, for example, in response to Mr. 

loorhead's question, you indicated California has a category of some 
substantial number of dollars which could be possibly involved in 
such a conflict of opinion. I assume other States have similar payments 
that are not being contested under present circumstances. 

Now, with regard to the States involved in the law suits, are there 
any of those States that have received payments that are uncontested, 
either pursuant—well, let's take first pursuant to those law suits. 
Have any payments been made pursuant to the lawsuits? 

Mr. EiDENBERQ. I'll ask Mr. rowers to answer that. 
Mr. POWERS. NO payments have been made pursuant to the law 

suits. All of those States have received millions of^ dollars in pajTnents 
vmder the social services programs that are, at this moment, un- 
contested. 

Mr. KINDNESS. And it's conceivable then that there are States with 
uncontested claims that receive a greater proportion in settlement 
than those who are entering into this agreement. Is that correct? 

Mr. EiDENBERG. Yes. 
Mr. KINDNESS. It's the luck of the draw as to whether they had 

been audited up to the point in time when the policy was determined 
to stop pressing this type of claim—whether they are included in the 
one category or the other, whether they have 100-percent reimburse- 
ment or this formula reimbursement. Is that correct? 

Mr. EiDENBERQ. It is absolutely true that at the moment at which 
negotiations began, each State foimd itself in a different position with 
respect to the Department and relative to each other, as to the per- 
centage of their claims in dispute, paid, unpaid, all the rest. There is 
no question about it. 

As a matter of fact, we spent a fair number of hours agonizing about 
whether any settlement would be possible, precisely for this reason. 
Would States necessarily feel a sense of inequity, simply because of the 
timing of the negotiations. That is why the negotiations relied so 
heavily on the States themselves to tell us how the allocation of avail- 
ble dollars would be made and what forbearance steps the Department 
might take that would constitute, together, an acceptable settlement. 

And what we bring to you today in the form of legislation that's been 
introduced is a reflection of the States saying this package allocated 
this way and under these circumstances, with the Department agree- 
ing to forbear on future audits and disputes on reimbursements already 
made would serve the equities involved. We simply were unable—and 
the States shared this view—to go State-by-State and measure the 
validity, as it were, of each State's claims, our claims against that 
State; and they aggregate those individual negotiations into what 
would then be a national solution to the problem. 

Mr. KINDNESS. One way to look at this matter, though, would be 
that a number of States have received reimbursement on a 100-percent 
basis up to this point without having been audited, on the questions 
that are in issue here. While other States have been audited and their 
payments have been in dispute. It would seem that total equity would 
be done only by a 100-percent reimbursement to all and the dropping 
of all disputed claims against the States. 



How was this disposed in these negotiations? I'm sure the question 
arose, and I'm trying to imderstand the manner of arm twistmg that 
may have been involved. 

Mr. EiDENBERO. Well, Mr. Miller and others are here and can speak 
as to whether arms were twisted. I know of no arm-twisting. It was the 
sense that the climate had been achieved in which one could negotiate 
a settlement to this. Neither side knew how the lawsuits and disputes 
through the available processes would turn out. Because it is a very 
lengthy process, the States were having a hard time planning for social 
services, whether the reimbursements they were claiming could be 
included in their accounts receivable. There was much to be gained 
from solving the problem and knowing where you stood and what the 
resolution would be. 

In our perspective it was, as I said earlier, the single most difficult 
and contentious issue between the Department and the States. For a 
department that manages as much money as HEW does and relies so 
heavily on State and local government to administer the programs that 
we fund, to have this kind of irritant in those relations is very troubling 
indeed. Furthermore, we did not know—representing the Federal 
taxpayer—we did not know what the outcome would be in court and 
whether we would end up having to reimburse for a very substantial 
amount of these claims and absorb the additional cost of time etc. 
so I think there was that sense, and the climate was right and we were 
able to find this level of agreement. 

Mr. KINDNESS. But then since the controversy has come into focus, 
there have been no pajTnents to States of 100 percent. Or, at least 
since the negotiations began, there have been no payments on a 100 
Sercent basis to States or forgiveness of claims that have been in 

ispute against the States on a 100 percent basis? 
Mr. EiDBNBERQ. That's correct. 
Mr. KINDNESS. Thank you. 
Thank you, Mr. Chairman. 
Mr. DANIELSON. Mr. MHZZOII. 
Mr. MAZZOLI. Mr. Chairman, I came in rather late and I hesitate 

to ask questions that haven't been answered, but, Mr. Secretary, 
you were just touching on a point that concerns me a lot. I don't 
Know much about State and Federal relations, but I do know that the 
Federal Grovemment is what has the money, and when you've got 
the money, my daddy used to say, he who pays the piper calls the 
tune. So I wonder to what extent can this irritant be, because what 
you have is a one-way street. How can they irritate the Federal 
Government, the States? 

Mr. EiDENBERO. Well, Mr. Mazzoli, all I can say is that the States 
could have singly or collectively said to us, no deal. You know, whether 
they beUeved it was a good faith offer we were making or not, they 
could have said we don't think it's in our interest to accept this ofiFer, 
we would rather play this out in litigation and see what decisions get 
made in the courts. 

These States did not make that decision. Now, there was no pres- 
sure, direct or indirect, on them to accept the approach we were 
suggesting, because there was no way that their refusal to accept the 
negotiated settlement would affect their current allotments imder the 
current social service title XX programs. 
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Those dollars go to the States. As a matter of fact, we do not plan 
the use of those social service dollars. The States do. So I think it was 
a free choice. 

Mr. MAZZOLI. Maybe I'm wrong, but would not these cases be 
tried out, if they're litigated by the State attorney general and the 
U.S. Department of Justice or your OflBce of General Counsel or some- 
thing, I mean, these people are already on the payroll of the taxpayers. 
The taxpayer is already paying. This is not as if you have to go out 
and hire lawyers and get further taxpayer money. It's on the record. 
You've got to hire some experts and some economists and some 
statisticians, but again, I wonder if basically it might not be cheaper 
to try out one or two of these cases, hit these States in the head, if that 
be the way, or be hit in the head, if that's the decision, and then work 
on that basis. I would, therefore, ask you are there any cases that we 
could look to as some reference point as to what the  

Mr. EiDENBERQ. As to the merits, I'll ask Mr. Powers to speak on 
that. That frankly was an issue before the Under Secretary and the 
Secretary, do we litigate and force the issue to some judicial determina- 
tion and see where we sit or do we negotiate a settlement. We thought it 
was in the best interest of the Department and its relations with the 
States given the costs, in terms of staflF time, which would be in some 
respects, incalculable. I know these States had to spend tens of thou- 
sands of dollars in some cases to reconstruct, in their own internal 
procedures, to reconstruct these claims and to match them against 
outstanding vouchers to determine the legitimacy of the reimburse- 
ment they were seeking. We would have to, with our own staff, dedi- 
cat« thousands of hours of staff time to a similar validating process, 
and the time of the General Counsel and what not, in the courts. We 
decided for all those reasons; the overriding one being the inter- 
governmental reason, to establish a better climate for doing business, 
that we would seek a solution to the problem  

Mr. MAZZOLI. YOU make what, about $45, $47,000 a year? 
Mr. EiDENBEHQ. $47,500. 
Mr. MAZZOLI. $47,500 divided into $534 million—what I'm trying 

to say, there's quite a few man-hours and woman-hours and person 
hours, but I appreciate your answer. 

Yes, sir? 
Mr. POWERS. None of the cases has gone to a final judgment yet. 

Thev are very complicated and difficult, and we are not close to a 
resolution of any of them. It is not true that the States have used their 
attorney general's offices. They have, in general, hired outside coun- 
sels to handle these cases. I think we are several years away from a 
resolution in any of them and how the resolution in any particular one 
of them would apply to unsubmitted claims or submitted claims, we're 
not at all clear on that. 

Mr. MAZZOLI. Are you aware of how these fees are paid in these cases? 
Mr. POWERS. No, I am not. 
Mr. MAZZOLI. Are you aware of how Mr. Miller's fees are paid? 
Mr. POWERS. NO, I'm not. 
Mr. MAZZOLI. HOW would you expect he would be paid? 
Mr. POWERS. I expect where the suit itself does not mvolve a money 

claim that it is charged as an administrative expense by the State of 
the administering program, but not where it involves a money claim. 
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Mr. MAZZOLI. Thank you. 
Thank you, Mr. Chairman. 
Mr. DANIELSON. I'll tell you what. As I see this, we have a mess. 

There's no use calling it anything else. 
Mr. EiDENBEBQ. That's as good a description as I've heard. 
Mr. DANIELSON. I'm not here to find fault. I suppose there's enough 

to go around. But we have to resolve it somewhere, but I have a very 
grave concern, that in resolving it we really put it to rest, that we 
don't just put part of it to sleep. I'm not at all satisfied what we're 
going to do with those 22 States, you haven't even begun to satisfy 
me with that. 

People can come to a negotiating table to try to settle the lawsuit 
but if somebody walks out and goes home, you haven't settled that 
lawsuit. It just hasn't been settled. Thank God, normally, there's a 
period of limitation beyond which you don't reach, but you don't even 
have one here. 

Now, I'm a little worried about that. Maybe somebody else can 
resolve my concern and I'll feel very happy about it, but it isn't 
resolved now. 

I'll ask other questions, but I would like to have you gentlemen pro- 
vide us with this for our record, if it's not in one of the previous e.\ist- 
ing records before the Senate or before the Ways and Means Comraitt- 
tee, it's going to be in ours. I want a list of your lawsuits that have 
been filed in connection with these claims. Give me the name of the 
case, the court in which it is pending, the number of the cases, and 
I want to know the amount in controversy in each instance and if you 
have a matter of counterclaims and so on, give us at least the figures 
so we know what we're talking about. 

I'm going to ask the Attorney General for some legal advice here, 
but I think you might be wise to figure out some way that you can 
get the other 22 States, the territories, et cetera, to come in here in a 
valid and binding manner and accept this settlement as well, but I'd 
just hate to go halfway and then find we have just gone halfway. 

I don't think it's very good. Obviously, there is nothing equitable 
about this settlement, nothine at all. On a percentage basis, I see that 
Oklahoma gets 100 percent, Rhode Island gets 100 percent, Tennessee 
gets 100 percent, the same for Kentucky and Louisiana. 

You're lucky, Mr. Mazzoli. California, almost 100 percent, short 
$1M million; 100 percent to Alaska and Arizona. 

Mr. EiDENBERG. Those percentages include the dollars of reimburse- 
ment already paid to those States. 

Mr. DANIELSON. I'm looking at "percentage of total claims States 
will be paid or will keep." I'm reading the percentages. It's the sixth 
column of the GAO report. 

Mr. EiDENBERG. Mr. Chairman, the point I'm making is—let's just 
take Alabama. In the case of Alabama, the only dollars at issue were 
the dollars we already paid Alabama that we would now forbear of 
making any claims against. 

Mr. DANIELSON. SO they get 100 percent. 
Mr. EiDENBERG. In that sense, they get 100 percent. 
Mr. MAZZOLI. Kentucky gets nothing back. They just forgive the 

debt Kentucky might have in controversy. 
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Mr. DANIELSON. I do understand that, but I'm talking about equity. 
Some come up with 100, some 50, 53, 61, 65. I'm just looking up and 
down the column. That's not argument, it's just I don't feel equity 
is here. We are looking for a solution that is practical and that we are 
going to be compelled with. It's here. We got it. 

I nave no other questions. 
Mr. MAZZOLI. Excuse me, Mr. Chairman. Could I just ask one 

question. 
It may have to be answered by written memo. I was just quickly 

glancing down this list and I see the usual big States oi New York 
and Illinois and they pick up the biggest part of the boodle here. Is it 
because they were more inefficient and more unmindful of proper 
money management, or is it because they have more extensive pro- 
grams and more poor people who need social services help? 

Mr. EiDENBERG. It's Very hard for me to answer. I think it's prob- 
ably that they have a substantial population of poor people. They also 
made substantial claims for those services. 

Mr. MAZZOLI. Were they mostly made under the category of where 
there were outside contractors hired to perform these services, in a 
one step removed setup? 

Mr. EiDENBERG. It was both. 
Mr. MAZZOLI. Can you give us some idea of how much it is? I worry 

because I read in the New York Times about this operation in 
Brooklyn that Liz Holtzman has been after and money that slips 
through the cracks, and I wonder if we have a situation where we're 
reimbursing the States for that kind of slippage and perhaps you could 
supply some figures. 

Mr. EiDENBERG. We could give you some fairly rough estimates. 
We'll try, in some selected cases—perhaps that might be acceptable— 
to give you a saim)le. 

Mr. MAZZOLI. Thank you. 
Mr. DANIELSON. OK. Counsel has a question. 
Mr. SHATTUCK. Yes. Pursuing the chairman's question concerning 

the States that are not a party to the agreement and the negotiation 
for settlement, the language of the bill seems to refer to this, but I'd 
like to refer to something I believe that Mr. Powers touched upon, and 
that is that there are no existing disputes with these other 22 States 
at the present time. I believe Mr. Powers indicated that the reason 
was that you had not had the opportunity to audit those States, there 
were no ongoing audits. Is that correct? 

Mr. POWERS. At least in some cases, that's true. 
Mr. SHATTUCK. The bill itself says except with respect to amounts 

paid by the Secretary prior to April 1, 1977, no State is entitled to 
reimbursement of expenditures proscribed by paragraph 1, except as 
provided by this act. The phrase is "no State." 

Mr. POWERS. Right. 
Mr. SHATTUCK. That means any State? 
Mr. POWERS. That's correct. 
Mr. SHATTUCK. SO are we to read this that no State, whether it's a 

party or not may claim? 
Mr. POWERS. That's correct. 
Mr. SHATTUCK. SO that this will bind these other States? 
Mr. POWERS. Yes. 
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Mr. SHATTUCK. Would it bind the Government in another direc- 
tion? Would you not be in a position to challenge the other States? 

Mr. POWERS. NO, sir. We feel the bill would preclude us from 
recouping amounts paid to the 22 States. 

Mr. DANIBLSON. We would be stopped. 
Mr. POWERS. We would be stopped. 
Mr. DANIELSON. But the States would not be? 
Mr. POWERS. We feel the bill would stop them from making addi- 

tional valid claims. That is our view, our position. 
Mr. SHATTUCK. Thank you. 
Mr. DANIBLSON. I'd recommend that you pay each of them $1,000 

for a full release. 
Thank you very much, gentlemen. I would hope that we could get 

that list of lawsuits this week. It's Wednesday. You've got lots of time 
between now and Friday. 

Mr. EiDENBERG. We'll get it to you. 
Mr. DANIELSON. And if you know of any potential lawsuits, we'd 

like to have them identified as well as you can. I think this matter has 
to be handled promptly. I joke a little bit, but seriously, we do want 
to get this moving along. It's a terrible situation, and I think it's to 
everybody's advantage if we do something quickly. 

Mr. EiDENBERG. I surely agree on that point, Mr. Chairman. 
[The prepared statement of Mr. Eidenberg follows:] 

STATEMENT OP EUGENE EIDENBERO,  DEPUTY UNDER SECRETABT FOR INTER- 
GOVERNMENTAL AFFAIRS, DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

INTRODUCTION 

Mr. Chairman and members of the committee, it is a pleasure to appear before 
you today to discuss H.R. 10101, introduced by you, Mr. Chairman, and Mr. 
Rodino on behalf of the Administration, and H.R. 10511, an identical bill, also 
introduced on behalf of the Administration by Mr. Gorman. 

We are particularly pleased that your committee is holding hearings on this 
matter now. The House Ways and Means Committee, to which these bills have 
also been referred is expected to consider this legislation in the near future and the 
prospects for rapid action to solve this dispute between the Federal Government 
and 28 states is welcomed by all concerned parties. 

Before commenting on the agreement with the states to resolve this issue, which 
is contingent upon the approval of Congress, I would like to outline the circum- 
stances which led to the dispute. 

BACKGROUND 

In 1962, Congress amended the Social Security Act to provide Federal matching 
for social services to eligible persons under the Public Assistance Titles. These 
services were provided by other public agencies as well as by the Single State 
Agency responsible for administration of the state's public assistance program. 
The social services covered such areas as day care for children; protective services 
for neglected or abused children; drug and alcohol abuse services, family planning, 
counselling and a variety of services for aged, blind, or disabled persons. The 
availability of Federal matching was only conditioned by agreement with 
other public agencies that they were services which in the judgment of the state 
agency could not be as economically or as effectively provided by the state or local 
agency and were not otherwise reasonably available to individuails in need of them. 

In 1967 the Congress broadened these provisions to aUow for purchase of services 
from private agencies as well as public agencies subject to restrictions to be 
prescribed by the Secretary. Pursuant to these amendments, the Secretary 
published regulations which governed Federal matching for services under the 
Act as amended. 

As late as 1969, about 85 percent of the $354 million claimed under the Social 
Services program was for salaries and expenses of the employees of the Single 
State Agency engaged in traditional case work services. The remaining 15 percent 
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was for purchased services and most of this was for day care. However, about this 
time the picture changed. 

States spurred by fiscal difficulties, saw an opportunity to expand the use of 
Federal funds by making claims for Federal matching for state expenditures for 
ongoing services. 

They were encouraged in this by management consultant firms which helped 
them  prepare  State  Plan  Amendments  and  purchase-of-service  agreements. 

As a result of the increased use of the social services funding mechanism, the 
costs of the program increased dramatically and appeared likely to grow to several 
billion dollars per year. 

In fact, estimates of the Federal share of fiscal year 1973 Social Service expend- 
itures ballooned from $1.3 billion submitted by the states in May 1972 to $4.8 
billion in August 1972. 

In response to this development, Congress in 1972 established a limitation of 
$2.5 billion per year on the Federal funding available for the program. In addition, 
the Department attempted to narrow the guidelines under which the program 
operated, and began to question many of the claims for reimbursement submitted 
by the States—including many claims which had previously been paid. The 
attempts of the Department to change the scope of the program were controversial, 
and Congress rewrote the legislation govening the program in amendments adopted 
at the end of 1974. These amendments established the new consolidated social 
services title (Title XX) of the Social Security Act which became effective on 
October 1, 1975. 

CIRCUMSTANCES  OF  DISPUTE 

For the period prior to the October 1, 1975, a large number of social services 
claims remain in dispute between the Department of Health, Education, and 
Welfare and 28 states. These disputed payments total approximately $2.4 billion 
of which $1.56 billion represent state claims that were never paid by HEW and 
the balance represent payments that had been made by HEW, but whose validity 
the Department challenged. 

AQREEMENT WITH THE STATES 

Shortly after he took ofllce. Secretary Califano asked Under Secretary Champion 
to negotiate a settlement of this dispute as an alternative to years of litigation. The 
dispute has already resulted in years of expensive and inconclusive litigation 
between the states and the Federal Government, and it was a nagging irritant in 
the relations between HEW and the states. The agreement which we have reached 
removes a major, long-standing barrier to better Federal-State relations. 

Under the agreement, subject to the approval of the Congress, the Department 
will not attempt to collect any claims previously paid but under dispute (approxi- 
mately $800 million.). In addition, the Federal Government will pay a portion of 
the pending unpaid claims according to a formula worked out in the negotiations. 
Under the bill, $543 million would be authorized to be appropriated to settle the 
$1.6 billion in unpaid claims still in dispute. The settlement formula is as follows: 

If the unpaid claims are 85 percent or more of the total amount in dispute 
(impaid claims plus amount for which HEW seeks repayment): 58 percent for the 
first $50 million; 50 percent of the next $100 million; and 21 percent of the 
remainder. 

If the unpaid claims are less than 85 percent of the total amount in dispute 
(unpaid claims plus amount for which HEW seeks repayment): 38 percent of the 
first $50 million; 35 percent of the next $100 milhon; and 21 percent of the 
remainder. 

Applied to the outstanding claims these formulae will result in a payment of 
$531 million. The remaining $12 million will be available to pay (at a 15 percent 
rate) any additional claims brought by the States during the period from April 15, 
1977, through 90 days after the en.ictment of the bill. Any of the $12 million which 
is not used would be available to increase the settlement of the existing claims of 
states claiming more than $150 million. The states have agreed to the distribution 
formula and they also agreed that the total appropriation for the claims would not 
exceed $543 million. 

Mr. Chairman, that concludes my prepared remarks. My colleagues and I 
would be pleased to answer any questions you or other members of the sub- 
committee may have. 

Mr. DANIELSON. Our next witness today will be Mr. Gregory Ahart 
of the General Accounting Office. Are you here, Mr. Ahart? 
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Mr. A HART. Right here. 
Mr. DANIELSON. Fine. Would you come forward? 
You do have a statement and a summary. Am I right? 
Mr. AHABT. That is correct, Mr. Chairman. 

TESTIMONY OF GREGORY J. AHART, DIRECTOR OF HUMAN RE- 
SOURCES DIVISION, GAO, ACCOMPANIED BY JAMES KELLY, AS- 
SISTANT DIRECTOR OF HUMAN RESOURCES DIVISION, GAO; AND 
NEIL N. MILLER, SUPERVISORY AUDITOR, HUMAN RESOURCES 
DIVISION, GAO 

Mr. AHART. Let me introduce myself and my associates. I'm the 
Director of the Human Resources Division oi the GAO. On my 
right is Mr. James Kelly, who is an Assistant Director of that division, 
and on my left is Neil Miller, of Mr. Kelley's staff. 

Mr. DANIELSON. Excuse me. What's his name? Neil, N-e-i-1? 
Mr. MILLER. Yes, sir. 
Mr. DANIELSON. Because we do have a crackerjack of a reporter 

here, but names are sometimes spelled differently by different people. 
OK. It's your show and proceed. 
Mr. AHABT. Thank you, Mr. Chairman. If I could, I'd like to file 

my statement for the record and briefly summarize it. 
"Mr. DANIELSON. Thank you. Without objection, Mr. Ahart's 

statement will be received in the record. In fact, the summary will 
also be received. And now if you'll just proceed in your most persuasive 
manner. 

Mr. AHABT. Thank you, Mr. Chairman. 
As we were requested by the committee, we did provide a report 

to you 2 days ago which contains information relatmg to the social 
services claims that would be settled by the bill. Apparently from 
listening to the previous testimony, the members have seen that 
and are familiar with it. Our interest in providing that report and 
doing work on it was basically to see that the Congress has as much 
factual information relating to these claims as possible when being 
asked to pass this legislation, which would have the effect of settling 
them for all time. 

I'd just like to point out briefly some basic facts about the settlement 
as proposed in the bill. First of all, the disputed claims covered will 
be settled without regard to their validity. Some of them have not 
been reviewed in detail by HEW. The States will receive from 23 to 
58 percent of their unpaid claims and 100 percent of their paid claims, 
resulting in the States receiving from 50 to 100 percent of their total 
paid and unpaid disputed claims. The total benefit to each State 
depends largely on whether its claims are paid or unpaid, even though 
both paid and unpaid claims were disallowed by HEW for the same 
reasons. If HEW applied the formula to both the paid and unpaid 
claims, 28 States in total would repay $85.7 miUion mstead of HEW 
paying the States $532 million. 

I would like to set off for special mention the New York claims, 
which account for about $2.4 billion of the $3.4 billion being settled 
with the 28 States. Most of these claims are unique in that HEW has 
reviewed in detail only about $233 million of the $2.4 billion in dis- 
puted claims, but has reviewed all disputed claims in other States. 
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New York's claims involve December 1971, State plan amendments 
that HEW has never approved, and New York claimed some costs 
over its social services ceiling. 

That's a very brief summary of the facts that we included in our 
report to you, Mr. Chairman, and I would just like to mention that we 
are interested also in the equity of these settlements. I think there are 
questions of equity and we're here to answer any of the questions that 
you might have. 

Mr. DANIELSON. Well, I don't see any equity, but I think this has to 
turn on something called pragmatism. I just don't know. If you find 
some equity here, would you tell me what and where it is? 

Mr. AHART. Well, it's not equal treatment to all States. They're 
basically in the same position, they have claims that were disallowed 
for basically the same reasons. We agree with the chair and we agree 
with HEW, that we do need to do something to settle what has been 
characterized here as quite a mess and something needs to be done to 
wipe that slate clean. We just wanted to make sure that the committee 
had before it as much factual information as we had gathered in our 
independent review of this matter and so it would be on the record. 

Mr. DANIELSON. I appreciate that. I thank you for bringing it to us, 
because although we're probably going to have to take a bath of some 
kind here, we might as well know what kind of a bath we are taking. 
If you're going to get shot, you might as well know why, is the way I 
look at it. I really can't find anything I disagree with here in your 
findings. I hadn't read them until now, but I had gone through the 
file and I did look at your more detailed report. I just think that we 
have to settle it, but I'm worried about these States that are not a party 
to this, which are not going to receive a consideration. 

Mr. AHART. Well, as I understand the situation, the 22 States 
that are not included and whatever territories and so on there might be 
in addition, have been on notice for some time that they could make 
claims. They have not made claims that have come into dispute, 
perhaps because HEW has not been in and reviewed their claims in 
detail. There may be some that are holding claims that they might 
wish to claim within 90 days after this bill is passed, if it's passed. 
They would be entitled to do so. As I read the provisions of tne bill, 
however, on most claims they would be limited to not more than 15 
percent allowance—out of a $12 million contingency fund—and if 
more claims than 15 percent of $12 million come in there would be a pro 
rata reduction, I think it's clear the bill would limit their rights. 

Mr. DANIELSON. Are you an attorney? 
Mr. AHART. I have been trained in law, yes, sir. 
Mr. DANIELSON. Well, tell me this. Do you feel that the amount of 

notice that they have received is e.xtensive enough so that failure to 
turn in claims by now would constitute a bar toward them turning 
them in in the future? 

Mr. AHART. I don't know that I'd like to answer that without our 
Office of General Counsel studying it. I would say this, that there was 
a lot of publicity during the years 1972 and before on the ways in 
which the States could put under the social services umbrella and claim 
payment on a lot of services for which they had not been previously 
making claims. I think a lot of States took advantage of that and tried 
to get as much as they could before the cap was put on—the $2.5 bil- 
lion cap in 1972—so there is longstanding notice that Federal fimds 
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were available. T don't know personally how much publicity this par- 
ticular settlement has g:otten or the particular bill. T would piiess most 
States are on pretty clear notice that the bill is being considered by the 
Congress. 

Mr. DANIBLSON. TO what extent are these claims older than June 30, 
1972, and to what extent do thev come in the 1972-75 period? 

Mr. AHART. I know they go back to 1969. Let me ask Mr. Miller, 
if we have a breakout, about pre-1972. 

Mr. MILLER. We do not have the claims aged like that. 
Mr. DANIELSON. Well, if it's a burden, don't do it, but if it's easy, 

I wish you'd give us that information. I don't really have any questions. 
Mr. MILLER. We will try to get the information. 
Mr. KINDNESS. I have a lot of questions I find difficult to articulate. 
I'd like to focus on a statement on page 2 of your statement, sir. 

The last paragraph on page 2 says: 
Althou^rh the lep«lfttion would settle all claims for social services costs incurred 

before October 1, 1975, there would remain outstanding 60 disputed claims by 24 
States totaling about $391 million for social services costs incurred after October 1, 
1976. 

That's outside the scope of what we've been discussing earlier, but 
I take it that what's inferred by your statement is that they are claims 
of a very similar nature. Could you comment on that? 

Mr. AHART. They would be claims of a similar nature. They would 
be claims that were made under title XX of the Social Secunty Act, 
which consolidated the social services provision under the old titles I, 
TV, VI, X, XrV, XVI, I believe, but they would be relatively small 
claims and it's a relatively small amount, relatively small and relatively 
recent. But the issues would basically be ones of a similar nature, such 
as whether the services were provided to eligible beneficiaries, or 
whether they were provided under approved State plans of title XX. 
These kinds of questions would be raised either when the initial claim 
was reviewed or when the HEW auditors go out and audit the claim on 
an after the fact basis. Very similar kinds of questions. 

Mr. DANIELSON. Would the gentleman yield for a moment? 
Mr. KINDNESS. Yes. 
Mr. DANIELSON. I would take it, in this massive set of social pro- 

grams, with all the money that's being generated by our levying taxes, 
turning it over to local government, there's bound to be disputes from 
time to time. It is almost inherent in this kind of business that every 
year there are going to be some disputed claims in which the Govern- 
ment's going to contend that something was paid out not in accordance 
with the approved plan or something went wrong. I don't see how you 
can handle this amount of money without something going wrong al- 
most constantly. Hopefully, on the smallest possible scale, but never- 
theless, these problems are just going to keep cropping up, I suppose, 
as long as we have the subvention of money from one government to 
another. 

I yield back, but it seems to me you'll purge the system of some 
kind of disputed claims. It's like automobile accidents, they happen 
every day and I don't see how you can get around them. 

Mr. KINDNESS. I would only add, Mr. Chairman, that we might be 
better oil as a society if we restricted the amount of governmental in- 
volvement here and allow people to handle their own money. 

Mr. DANIELSON. I heard you say something like that before. 
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Mr. KINDNESS. On page 4 of your statement, you note that "If 
HEW applied the formula to both the paid and unpaid claims, the 28 
States in total would repay $85.7 million," instead of HEW paying the 
States $532 million. That's just involving these particular States. And 
it still doesn't have an equitable application, but among these 28 
States. I \vould think that somewhere along the line here we're liable to 
encounter the attitude that some State says, "By golly, we're not 
making such a good deal after all," and as the chairman has pointed 
out, we don't really have a binding agreement that's in the works here. 
We could be making an offer that could ver>- well be turned down when 
some State says, well, it can't be a good settlement agreement if the 
result of applying the formula in both directions would be as described 
on page 4 of your statement. I didn't have an opportunity to 
thoro\ighly examine the statements which were received well, I 
didn't have them before today. Was there any e.xamination made by 
GAO of the settlement aspect, the techniques of settlement with the 
States on this and any recommendation as to how that ought to be 
effected? 

Mr. AHART. We don't have any particular wisdom on that, Mr. 
Kindness. What we were trying to do in making the statement you 
read from our report was to premise the statement on the fact that 
the kinds of claims that we're settling by letting the States keep the 
money, and the kinds of claims that we're settling by paying them 
in part, where claims have not yet been paid, are the same kinds of 
claims subject to the same kinds of disputes, and it would strike me 
that it might be usefull to look at it from the standpoint that if you 
have a settlement formula, apply that formula not only to the SI.6 
billion but to the additional $830 million, which is the same kind of 
category. And just by way of illustration, if you do that, you come 
up with that kind of result. Now obviously, these States, which under 
the proposed bill, would get to keep 100 percent of the money that's 
in dispute—I think you're right, tney would be more resistant to a 
settlement which would take some of that money away from them 
than they would be to a settlement that would let them keep the money 
That would be, I think, only nine States. They've already been paid. 
I would guess that they'd be fairly amenable to this bill, which would 
allow them to keep all the money which has been paid and is in dis- 
pute. Again, our illustration is to show that if you take this foiin- 
ula and apply it to all claims, this would be the result. 

Mr. KINDNESS. Thank you, sir. 
Mr. DANIELSON. Mr. Mazzoli. 
Mr. MAZZOLI. Thank you, Mr. Chairman. 
Would you have any figures, sir, on how much of this money that 

we're thinking about paying out is being paid to States for their 
ineptitude or their downright mischievousness with respect to hand- 
ling this money and how much might just result from good safe dis- 
putes about how money can be handled and how much is contracted 
out and that type of thing? 

Mr. AHART. I don't think we'd have any particular wisdom Mr. 
Mazzoli, on what the breakdown would be. A lot of it, 1 would sus- 
pect, is money which is being claimed by the State in an effort to do 
the best job for their State in covering as much of their social service 
costs as they can with the Federal dollar and I think it's natural for 
the States to do that—to get what they possibly could within the law. 

2«-509—78 3 
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I think if I were in the State, I might look at the law and the regula- 
tions a little bit differently than I would if I was HEW and I might 
look to push it a little further. Some of these are borderline things, as 
to whetner they are within the State plan, whether they are services 
which would be available in another program, if not funded under this 
one, and whether a particular individual is eligible under the Federal 
program as opposed to a State program. These are areas where there 
there can be valid and legitimate disagreements and the interests 
of the parties are different. So I wouldn't want to put a number on it. 

Mr. MAZZOLI. I'm not really sure how this came to pass, this agree- 
ment. Was this a percentage agreement of some kind? Do ,you know 
how the terms were arrived at? Was each State looked at differently 
or  

Mr. AHART. NO, the percentages would apply the same to each 
State. There's one percentage that would apply to say $50,000,1 think, 
and another percentage that would apply to the next amount. Different 
percentages depending on whether or not more than 85 percent are 
unpaid claims and so on. 

Mr. MAZZOLI. Totaling up to the $5.32 million, something like that? 
Mr. AHART. Except I thmk the process was probably somewhat 

reversed. I think the situation was that the judgment was made that 
we coTild find about $543 million to buy our way out of this mess and 
I think the formula was probably derived to capture that much money. 

Mr. MAZZOLI. We didn't work forward, we worked backwards, so 
this is just as much a figure pulled out of thin air as it is a figure of a 
scrutiny of the individual States' books, so if this committee would be 
of a mmd to have that or drop a third of it off for good measure or 
something, there would be as much legitimacy in what we're doing, 
perhaps, as there was in contriving this figure of $543 million. 

Mr. AHART. I don't think there's anything sacred about the $543 
million or any of the percentages provided in the bill. 

Mr. MAZZOLI. Thank you. 
Mr. DANIELSON. I want to thank you again, the General Account- 

ing Office, for giving us your report here. It's the kind of thing that's 
very helpful. You haven't solved any problems, but at least we know 
more about what we're talking about than we otherwise and that to 
me, at least, is a tremendously important contribution and I do thank 
you for it. 

Sir, on the item of how many claims are older than—before the 
June 30, 1972, date and those which are in the intervening period, if 
you can get that to us without too big an effort, I would appreciate 
it. If it's going to strap you on something else, don't do it, because it's 
not that critical, but either get it to us or tell us you can't in the next 
few days. Would you do that? 

Mr. AHART. We'll be glad to take a look and get back to Mr. 
Shattuck and talk about it. 

Mr. DANIELSON. I don't want to stall on this biU. It's an important 
measure. But I think it would be very useful in the committee report. 

Without objection, the GAO report will go into the record. 
[The prepared statement of Mr. Ahart follows:] 
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STATEMENT ot CiBEaoRY J. AHART, DIRECTOR, HDMAM RESOXTRCES DIVISION, 
GENERAL ACCOUNTING OFFICE 

Mr. Chairman and members of the Subcommittee, I am pleased to appear here 
today to comment on HEW's proposed legislation (H.R. 10101) to authorize an 
appropriation to reimburse certain expenditures for social services provided by 
the States before October 1, 1975. 

At the time the legislation was introduced, we were reviewing HEW's procedures 
for settling State claims under certain HEW programs, including the social serv- 
ices program. After the legislation was introduced, we were asked to provide 
information relating to the social services claims that would be settled if the 
proposed legislation were enacted. We did so in a report to the Chairman of the 
Committee on the Judiciary, on March 6, 1978. I will now summarize the infor- 
mation contained in our report. 

Before October 1, 1975, social services costs were incurred under titles I, IV, 
VI, X, XIV and XVI of the Social Security Act. Since then, these costs have been 
incurred under title XX of the act, which established a new social services program. 

The effect of the proposed legislation is to settle all claims for social services 
costs incurred by States before October 1, 1975, whether or not the claims are 
currently in dispute. These claims are comprised of 81 disputed claims by 28 
States totaling about $3.4 biUion and all undisputed claims paid to States before 
October 1, 1975. According to HEW, the undisputed claims would no longer be 
subject to audit or review if the proposed legislation is enacted and any on-going 
audits or reviews of these claims would be terminated. 

Although the legislation would settle all claims for social services costs incurred 
befote October 1, 1975, there would remain outstanding 60 disputed claims by 
24 States totaling about $391 million for social services costs incurred after 
October 1, 1975. 

Most of the claims disputes being settled occurred when HEW reviewed and 
disallowed the claims, either before or after they were paid, and the States re- 
quested HEW to reconsider the disallowances under its formal reconsideration 
process. 

Faced with a large number and dollar amount of disputed claims outstanding, 
some of which have been in dispute since the early 1970's, HEW in March 1977 
decided to negotiate settlement with 28 States which had disputed claims out- 
standing for costs incurred before October 1975. HEW's Office of the Under- 
secretary negotiated the settlement with the 28 States. 

We noted the following about HEW's proposed settlement: 
The disputed claims covered will be settled without regard to their validity. 
The Office of Management and Budget advised HEW that about $543 

million could probably be obtained to settle the unpaid disputed claims. 
The formula to be used for tie settlement of unpaid claims is a modification 

by the States of an HEW proposal and will result in States receiving from 
23 to 58 percent of their unpaid disputed claims. 

The States would be paid or would keep from 50 to 100 percent of their 
total paid and unpaid disputed claims. 

The total benefit to each State depends largely on whether its disputed 
claims are paid or unpaid even though both paid and unpaid claims were 
disallowed by HEW for the same reasons. For example, Illinois had paid 
claims totaling about $188 million and Massachusetts had unpaid claims 
totaling about $142 million which were all disallowed because reimbursement 
would have resulted in supplanting rather than supplementing State ex- 
penditures. Under the settlement, however, Illinois would keep the $188 
million and Massachusetts would receive $75 million of the $142 million. 

If HEW applied the formula to both the paid and unpaid claims, the 28 
States in total would repay $85.7 million instead of HEW paying the States 
.$352 million. 

HEW's financial records showed that as of September 13, 1977, the disputed 
claims for the 28 States totaled about $2.6 billion for social services expenditures 
made from 1969 until October 1, 1975. HEW gave the States a listing showing the 
amounts on its records for each State's outstanding claims and asked them if the 
amounts were correct. 

Through negotiations with the States, HEW's listing was revised to show what 
each State considered to be the correct amount of its claims to be settled. The 
revised listing showed a total of about $2.4 billion ($1.56 billion unpaid and $830 
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million paid) compared to HEW's total of about $2.6 billion. HEW accepted the 
revised amounts as the basis for negotiating the settlement, with the difference of 
about $200 million on its records to be written off. 

According to HEW, in negotiating the settlement, no attempt was made to 
determine the validity of the claims or to assess the merits of either HEW's 
or any State's position on any disputed claim. However, as part of the settlement, 
HEW is requiring the States to certify that the amoiuits claimed were actually 
spent. 

On October 5, 1977, HEW announced that it had reached an agreement with 
the 28 States to re.solve the $2.4 billion in disputed claims, under the terms of 
the agreement, 19 States with unpaid claims of $1.56 billion would receive $532 
million distributed on a formula basis. Of the 19 States, 13 also had paid claims 
and would retain their portion of the $830 million they had already received. 
The remaining nine States had only paid claims and likewise would retain their 
portion of the $830 million. 

According to HEW, it agreed to allow the States to keep the $830 million be- 
cause at the time of payment HEW believed the claims were valid. We deter- 
mined, however, that the claims included in the $830 million were not reviewed 
in detail by HEW to determine their validity before they were paid. 

Seven New York claims account for about $1.4 billion of the $2.4 billion in- 
volved in the negotiated settlement. All claims by States other than New York 
inc'.uded in the $2.4 billion were in HEW's formal reconsideration process. How- 
ever, of Now York's $1.4 billion in claims, only about $233 million was in this 
process. According to HEW, the remaining $1.17 billion was not reviewed in 
detail because it was claimed under State plan amendments submitted in Decem- 
ber 1971 and was not allowable because the amendments were never approved. 
In July 1972, however, HEW pnid New York about $359 million of the $1.17 
biUion in anticipation that the amendments would be approved. 

The $359 million is included in the $830 million that HEW is allowing the 
States to keep in the proposed settlement. The rem.wiing $812 million of the 
$1.17 billion was not paid by HEW and is part of the $1.56 billion in unpaid 
claims to be settled. New York would be paid about 23 {>ercent of this $812 
million. 

In addition to the $1.4 billion included in the negotiated settlement, seven 
other New York claims totaling about $1.0 billion, for costs which exceeded 
the State's social services allotment ceiling during 1973-75 would be .settled if 
the proposed legislation were enacted. Most of the $1.0 billion Ls also for costs 
claimed under the State's unapproved plan amendments. According to HEW, 
however, these claims would not have been payable even if the amendments 
had been approved. Therefore, these claims are to be written off with no monetary 
effect to tne Federal Government, whether or not the proposed legislation is 
enacted. 

From October 1972 to March 1977, HEW and New York made numerous 
attempts to resolve the dispute over the unapproved plan amendments. At one 
point, HEW had an administrative law judge review the amendments, but he 
never made a decision on their approvability. Since March 1977 activity related 
to resolving this dispute has been suspended pending the outcome of the proposed 
.settlement. 
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Enclosed with our statement are schedules showing (1) the amount and per- 
centage of its total disputed claims each State would be paid or lieep under the 
proposed settlement and (2) the effect of applying the settlement formula to both 
paid and unpaid claims versus just the unpaid claims. 

Mr. Chairman, this concludes our statement. We will be happy to answer 
any questions that you or other Members of the Subcommittee might have. 

AMOUNTS AND PERCENTAGES OF TOTAL DISPUTED CLAIMS-EACH STATE WOULD BE PAID OR WOULD KEEP 

(Dollar amounts in millionsl 

State 

Cl) 

State claims 
unpaid by 

(2) 

State claims 
paidbyHEW- 

State keeps 
money 

(3) 

Total paid 
and unpaid 

claims 
(1) + (2) 

(4) 

Proposed 
payment of 

unpaid claims 
to State under 

formula • 

(5) 

Total State 
would be paid 
or would keep 

(2)+ (4) 

(6> 

Percentaie of 
total claims 

State would be 
paid or would 

keep (5) + (3) 

:::: ¥ 
.7 

::::       zV,- 

51.0 
.7 

5.2 

 i.'5' 
6.0 

29.1 
6.0 

 i88.T 
2.4 

16.7 

 8.'4' 
4.0 
.2 

tl.O. 
.7 . 

5.2 . 
18 
1.5 . 

44.0 
57.8 
6.7 
1.1 

275.7 
2.4 . 

16.7 , 
2.2 

24.7 
142.0 
65.5 
514 

.2 . 
1.3 

1,404.0 
20.1 
118 . 
7.0 
1.2 . 
.S . 

127.4 
38.4 
71.3 

":? 
5.2 
2.2 
1.5 

28.0 
40.1 
6.3 
.6 

220.5 
2.4 

16.7 
1.3 

14.3 
75.0 
41.0 
32.6 

.2 

.7 
704.4 

10.7 
US 
4.4 
1.2 
.5 

68.7 
24.6 
42.8 

100 
Alaska  
Arizona  

100 
lOO 

Arkansas'  
California  

J2.2 58 
100 

Connecticut*  
Florida  
Georjia ,. 
Idaho'  
Illinois  

22.0 
11.0 

.3 

.6 
32.1 

64 
6» 
94 
5& 
80 

Kentucky  100 
Louisiana .,-.,. 100 
Maine'  ^2. 1.3 

14.3 
75.0 
32.6 
28.6 

 T 
214.4 

5.7 

59 
Maryland'  
Massachusetb'  
Michigan'.   ........ 

24.7 . 
142.0 . 
57.1 

58 
5} 
63 

49.4 61 
Missouri     ...---. lOO 
New Jersey'........ J.3 54 
New York  ;:..      914.0 490.0 

5.0 
13.8 
2.8 
1.2 
.5 

34.7 
5.6 
6.3 

50 
Ohio  IS.1 53 
Oklahoma  

::: it 
100 

Pennsylvania  
Rhode Island   

1.C 63 
10* 

Tenneuee  
Texas  
Washington' ... 

::::       9.*? 
32.8 

 34.6' 
19.0 
36.5 

100 
54 
64 

Wisconsin'   ::::       a.o 60 

Total  1,560.1 829.5 2.389.6 531.9 1,36L4 57 

> If the unpaid claims are 8S percent or more of the total amount in dispute (paid and unpaid claims), the formula it 
58 percent of the 1st 150,000,000; SO percent of the next 1100,000,000; and 21 percent of the remainder. If the unpaid 
claims are less than 85 percent of the total amount in dispute, the formula is 38 percent of the 1st $50,000,000; 35 percent 
of the next SIOO.OOO.OOO; and 21 percent of the remainder. 
' The Stales to which the higher formula in footnote I appliei. 
a Tennessee has unpaid claims of only {4,000. 
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HEWS PROPOSAL VERSUS APPLYING THE FORMULA TO ALL CLAIMS 

|ln millions of dollaril 

State 

HEW proposal 

ffect of applying 
to all cla 

Proposed                        E 
payment of     State claims 

unpaid claims paid by HEW  
to State under     State keeps 

formula             money 

same formula 
ms 

HEW pays 
SUte 

State g,^ 

1.0 
.7 

5.2 

0.4 
.6 

3.2 
2.2 2.2 .. 

1.5 
6.0 

29.1 
6.0 

i88.'r. 
2.4 

16.7 

 19.5'.. 
.9 

22.0 
U.O 7.4 

.3 

.6  .l'.. 
3.5 

32.1 108.0 
1.5 

10.4 
1.3 1.3 .. 

14.3 14.3 .. 
75.0 .. 75.0 

32.6 

++ 

8.4 
4.0 
.2 

'mo'. 
5.0 

13.8 . 
2.8 . 
1.2 . 
.5 . 

34.7 
5.6 
6.3 

28.4.. 
26.7.. 

 .7".. 

28.6 
.1 

.7 
214.4 172.7 

5.7 2.6 .. 
8.6 

1.6 .1 
.7 

(0  ii.T. 
.3 

34:0 
19.0 16.7 .. 
36.5 33.3 

Alabama  
Alasl<a  
Arizona  
Arkansas  
California  
Connecticut  
Florida      

Idalio ".!..".n.~"~I...l.! 
Illinois  . ....... 
Kentucky    
Louisiana  .   
Maine  
Maryland      
Massachusetts   
Michigan  
Minnesota  .   
Missouri   
Hew Jersey   
New York  
Ohio  
Oklahoma     
Pennsylvania...  
Rhode Island   
Tennessee   
Texas   
'Wsahintton  
Wisconsin  

Total  531.9 829.5 232.7 318.4 

> Tennessee has unpaid claims of only $4,000 and would be paid only Jl,50O. 
Net amount States would pay HEW if formula were applied to all claims (J318.4 minus $232.7) JS5.7 

Under HEW's proposal States would receive 531.9 
Jf formula were applied to all claims, States would pay      85.7 

Total benefit lo HEW If formula were applied to all claims  617.6 

STATEMENT OP GREGORY J. AH.\RT, DIRECTOR, HUMAN RESOTJRCES DITISION, 
GENERAL ACCOUNTING OFFICE 

As requested, we provided in a report to the Chairman of the Committee on the 
Judiciary dated March 6, 1978, information relating to the social services claims 
that would be settled if the proposed legislation were enacted. A brief summary 
of the information contained in our report on which we will testify today follows. 

The effect of the proposed legislation is to settle all claims for social services 
costs incurred by States before October 1, 1975, whether or not the claims are 
currently in dispute. These claims are comprised of 81 disputed claims by 28 
totaling about $3.4 bilUon (some paid and some unpaid) and all undisputed claims 
paid to all States before October 1, 1975. 

Although the legislation would settle all claims for social services costs incurred 
before October 1, 1975, there would remain outstanding 60 disputed claims by 24 
States totaling about $391 million for social services costs incurred after October 
1, 1975. 

On October 5, 1977, HEW announced that it had reached agreement with the 
28 States to resolve disputed claims for expenditures incurred before October 1, 
1975. We noted the following about HEW's proposed settlement: 

The disputed claims covered will be settled without regard to their validity. 
The States will receive from 23 to 58 percent of their unpaid claims and 100 

percent of their paid claims resulting in the States receiving from 50 to 100 
percent of their total paid and unpaid claims. 
The total benefit to each State depends largely on whether its claims are paid 
or unpaid even though both paid and unpaid claims were disallowed by HEW 
for the same reasons. 
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If HEW applied the formula to both the paid and unpaid claims, the 28 
States in total would repay $85.7 million instead of HEW paying the States 
$532 million. 

New York claims account for about $2.4 billion of the $3.4 billion being settled 
•with the 28 States. Most of New York's claims are unique in that 

HEW has reviewed in detail only about $233 million of New York's $2.4 
billion in disputed claims but has reviewed all disputed claims by other States. 

New York's claims involve December 1971 State plan amendments that 
HEW has never approved, and 

New York claimed some costs over its social services ment ceiling. 

U.S. GENERAL ACCOTJNTINQ OFFICE, 
HUMAN RESOURCES DIVISION, 

Washington, D.C., March 6, 1978. 
Hon. PETER W. RODINO, Jr., 
Chairman, Committee on the Judiciary, 
House of Representatives. 

DEAR MR. CHAIRMAN: On January 27, 1978, we briefed a staff member of the 
Subcommittee on Administrative Law and Governmental Relations on our on- 
going review of the Department of Health, Education, and Welfare's (HEW) 
system for settling certain disputed State claims. Following the briefing, we were 
asked to provide information for use in considering H.R. 10101, to supplement the 
information provided your Committee by HEVV. This bill would authorize an 
appropriation to reimburse certain expenditures for social services provided by the 
States before October 1, 1975. 

According to HEW, if enacted, this bill would settle States' claims for reim- 
bursement of social services costs, whether or not the claims are currently in dis- 
pute. Until October 1, 1975, these costs were incurred under titles I, IV, VI, X, 
XIV, and XVI of the Social Security Act. Since then, social services costs have been 
incurred under title XX of the act, which established a new social services program. 

In addition to the information provided by HEW on the proposed settlement, 
we are providing information about 

Irhe total claims outstanding as of June 1977, 
The nature of the claims being settled, 
The unique aspects of New York's large claims. 
The claims for costs incurred after October 1, 1975, which will remain out- 

standing after the settlement, and 
The effect of the settlement on undisputed paid claims. 

TOTAL  CLAIMS  OUT8TANDINO 

HEW's records showed that there were 141 claims totaling about $3,988 billion 
for social services costs that were deferred or disallowed by HEW and were out- 
standing as of June 1977. These claims are comprised of 

Seventy-four disputed claims by 28 States totaling about $2,576 bUlion 
reported by HEW as the claims being settled; 

Seven claims by New York totaling about $1,021 billion which, according 
to HEW, will be written off with no monetary effect to the Federal Govern- 
ment; and 

Sixty disputed claims by 24 States totaling about $391 million for costs 
incurred after October 1, 1975, which will remain outstanding after the 
settlement. 

NATURE  or  DISPUTED   CLAIMS  BEING  SETTLED 

Most of the disputed claims being settled occurred when HEW disallowed them, 
either before or after they were paid, and the States requested HEW to reconsider 
the disallowances. HEW disallows a claim based on its review of a State's claim 
when it is submitted or on an audit or review made after the claim has been paid. 
If, based on a State's request, HEW reconsiders and upholds the disallowance, 
States can appeal to the Federal courts. HEW's reconsideration process and liti- 
gation in the courts are the formal processes for settling disputed claims. Some 
of New York's disputed claims involve the approvability of State plan amend- 
ments rather than HEW disallowances based on a re\iew of expenditures. (See 
p. 5.) 

Faced with a large number and dollar amount of disputed claims outstanding, 
some of which have been in dispute since the early 1970's, HEW in March 1977 
decided to negotiate a settlement with 28 States which had claims outstanding for 
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costs incurred before October 1975. An HEW oflBcial said that is was decided to 
negotiate a settlement with the States because otherwise several years and nu- 
merous and expensive court proceedings would be required to resolve these disputes. 
From August 1975 to mid-January 1978, HEW settled only seven disputed social 
services claims totaling about $2 million. 

HEW's Office of the Undersecretary negotiated the settlement with the 28 
States. According to HEW, in negotiating the settlement, no attempt was made 
to determine the validity of the claims or to a.ssess the merits of cither HEW's or 
any State's position on any disputed claim. However, as part of the settlement, 
HEW is requiring the States to certify that the amounts claimed were actually 
spent. 

HEW's financial records showed that as of September 13, 1977, the disputed 
claims for the 28 States totaled about $2,576 billion for social services expenditures 
made from 1969 until October 1, 1975. This amount includes $1,738 billion which 
HEW had not paid the States and $838 million which it had paid. HEW gave the 
States a listing showing the amounts on its records for each State's outstanding 
claims, and asked them if the amounts were correct. 

Through negotiations, HEW's listing was revised to show what each State 
considered to be the correct amount of its claims to be settled. The revised listing 
showed a total of $2,390 billion ($1,560 billion unpaid and $830 million paid) 
compared to HEW's total of $2,576 billion. HEW accepted the revi.sed amounts 
as the basis for negotiating the settlement, with the difference of $186 million on 
its records ($2,576 billion-$2.390 billion) to be written off. According to an HEW 
official, each of the 28 States will be required to submit a certification of its claims 
signed by the State Governor. 

On October 5, 1977, HEW announced that it had reached an agreement with 
the 28 States to resolve the $2,390 billion in disputed claims. As reported by 
HEW, under the terms of the agreement, 19 States with unpaid claims of $1,560 
billion would receive $532 million distributed on a formula basis. Of the 19 States, 
13 also had paid claims and would retain their portion of the $830 million they 
had already received. The remaining nine States had only p.aid claims and likewise 
would retain their portion of the $830 million. Enclosure I shows the amounts and 
percentages of the total disputed claims (paid and unpaid) each State would be 
paid or would keep. 

An HEW official told us that HEW agreed to allow the States to keep the $830 
million because at the time of payment HEW believed the claims were valid. We 
determined, however, that the claims included in the $830 million were not re- 
viewed in detail by HEW to determine their validity before they were paid. One 
paid New York claim for about $359 million has never been reviewed in detail. 
This claim is discussed on page 5. 

According to HEW, because of limited staff, not all States' claims are reviewed 
in detail when they are submitted. Claims paid without detailed review are paid 
subject to postaudit or follow-up review. The paid claims included in the propo-sed 
settlement were not disallowed at the time they were submitted. HEW disallowed 
most of these claims based on audits or reviews made after they were paid. The 
States then asked for reconsideration of the disallowances. Conversely, HEW 
reviewed and disallowed most of the unpaid claims when they were submitted and 
the States then asked for reconsideration of the disallowances. The exceptions to 
these procedures are New York's claims which are discussed on page 5. 

Regarding HEW's proposed settlement, we noted the following: 
The disputed claims covered will be settled without regard to their validity. 
The Office of Management and Budget advised HEW that about $543 

million could probably be obtained to settle the unpaid claims. 
The formula to be used for the settlement of unpaid claims is a modifica- 

tion by the States of an HEW proposal and will result in States receiving from 
23 to 58 percent of their unpaid claims. 

The States would be paid or would keep from 50 to 100 percent of their 
total paid and unpaid claims. (See enc. I.) 

Both paid and unpaid claims were disallowed by HEW for the same reasons, 
such as expenditures for services not covered by approved State plans. The 
total benefit to each State under the proposed settlement depends solely on 
whether its claims are paid or unpaid. For example, Illinois had paid claims 
totaling about $188 million and Massachusetts had unpaid claims totaling 
about $142 million which were aU disallowed because reimbursement would 
have resulted in supplanting rather than supplementing State expenditures. 
Under the agreement, Illinois would keep the $188 million and Massachusetts 
would receive $75 million of the $142 million. 
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If HEW applied the formiila to both the paid and unpaid claims the 28 
States in total would repay $85.7 million. Enclosure II shows the amount 
each State would keep or recieve under HEW's agreement compared to the 
amount each would receive or pay if the formula were applied to all claims. 

UNIQUE  ASPECTS  OF  NEW TORK'S  LARGE   CLAIMS 

Seven New York claims account for $1,404 billion of the $2,390 billion in- 
volved in the settlement negotiated with the 28 States. According to HEW, in 
addition to the $1,404 biUion, seven other New York claims totaling $1,021 billion 
would be settled if the proposed legislation were enacted. An HEW official said 
these claims would be settled because they are for costs incurred before October 1, 
1975, and the cfTect of the legislation is to settle all such claims. The following 
table shows the total number and amount of New York's claims being settled. 

Amount 
Number (billions) 

Included in the $2,390,000,000 negotiated settlement  7 J1.404 
Claims for costs which exceeded the State's social services allotment ceiling during 1973- 

751  7 1.021 

Total  14 2.425 

> New York claimed the amounts that exceeded its social services allotment ceilings as contingent claims to offset any 
future disallowances of amounts claimed to reach its annual ceiling. 

AH claims by States other than New York included in the $2,390 billion were 
in HEW's formal reconsideration process. However, of New York's 81.404 billion 
in claims, only about $233 million was in this process. According to HEW, the 
remaining $1,171 bllUon was not reviewed in detail because it was claimed under 
State plan amendments submitted in December 1971 and was not allowable 
because the amendments were never approved. In July 1972, however, HEW 
paid New York about $359 miUion for the initial claim of the $1,171 bilUon in 
anticipation that the amendments would be approved. The $359 million is included 
In the $830 million that HEW is allowing the States to keep in the proposed settle- 
ment. The remaining $812 million of the $1,171 billion was not paid by HEW and 
is part of the $1,560 billion in unpaid claims to be settled. New York will be paid 
about 23 percent of this $812 million. 

Most of the $1,021 billion for amounts that exceeded the ceiling is also for costs 
claimed under the State's tinapproved plan amendments. According to HEW, 
however, these claims would not have been payable even if the amendments had 
been approved. Therefore, these claims are to be written off with no monetary 
effect to the Federal Government, whether or not the proposed legislation la 
enacted. 

From October 1972 to March 1977 HEW and New York made numeroua 
attempts to resolve the dispute over the unapproved plan amendments. At one 
point HEW had an administrative law judge review the amendments, but he never 
made a decision on their approvability. Since March 1977 activity related to 
resolving this dispute has been suspended pending the outcome of the proposed 
settlement. Enclosure III shows the chronology of events relating to New York's 
unapproved social services plan amendments. 

CLAIMS   TO   REMAIN   OUTSTANDING   AFTER   THE   SETTLEMENT 

If the proposed legislation is enacted and claims are settled as proposed by HEW, 
some disputed claims for costs incurred after October 1, 1975, would remain out- 
standing. The following table summarizes the effect of the settlement. 

Number 
Amount 

(billions) 

                   141 U.98I 
Less total claims to be settled                     81 13.597 

Total claims to rernain outstanding                      60 .391 

' Comprised of $2,576,000,000 on HEW's records involved in the negotiated settlement, plus $1,021,000,000 of New York 
claimi to be written off. 
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We also identified 269 disputed claims totaling $355 million for costs other than 
social services claimed primarily under the Medicaid and Aid to Families with 
Dependent Children (AFDC) programs. We are reviewing HEW's procedures for 
settling claims under the social services, Medicaid, AFDC, and certain other 
programs and plan to issue a report to the Congress on the results. 

EFFECT  OP SETTLEMENT  ON  UNDISPUTED  PAID   CLAIMS 

According to HEW, the purpose of the proposed legislation is to "wipe the slate 
clean" of all social services claims for expenditures made by States before October 1 
1975, whether or not the claims are currently in dispute. 

In addition to the claims totaling $3,597 billion to be settled, the States were 
paid about $6,061 billion for undisputed claims from July 1971 through Septem- 
ber 1975. According to HEW, the $6,601 billion ^n claims would no longer be sub- 
ject to audit or review if the proposed legislation is enacted and any on-going 
audits or reviews of these claims would be terminated. 

We did not obtain written comments on this report from HEW; however, we 
discussed its contents with HEW officials. 

We are sending this same report to the Chairman of the Senate Finance and the 
House Ways and Means Committee because the same legislation was referred to 
them for consideration. We are also sending a copv of the report to the Chairman of 
your Subcommittee on Administrative Law and Governmental Relations. Also, 
as arranged with the Subcommittee, we are sending copies to the Acting Director, 
Office of Management and Budget; the Secretary of HEW; and will send copies to 
other interested parties upon request. 

We trust the information in this report will be helpful to your Committee in 
considering the proposed legislation. 

Sincerely yours. 
Enclosures, three. 

GRBGORT J. AHART, Director. 
AMOUNTS AND PERCENTAGES OF TOTAL DISPUTED CLAIMS—EACH STATE WOULD BE PAID OR WOULD KEEP 

{Dollar amounts in millionsl 

SM* 

<1)                  (2) 

State claims 
State claims paid by HEW— 

unpaid by     State keeps 
HEW             money 

(3) 

Total paid 
and unpaid 

claims 
0) + (2) 

(4) 

Proposed 
payment of 

unpaid claims 
to State under 

formula • 

(5) 

Total State 
would be paid 
or would keep 

(2) + (4) 

(6> 

Percentage of 
total claims 

State would be 
paid or would 

keep (5) + (3> 

Alabama  

'-'.'. »."8". 

." 3id' 
28.7 

.7 
1.1 . 

87.3 

"1 2.'2'. 
24.7 . 

142.0 . 
57.1 
49.4 

Jl.O 
.7 

5.2 5.2 
3.8 
1.5 

44.0 
57.8 
6.7 
1.1 

275.7 
2.4 

16.7 
2.2 

24.7 
142.0 
65.5 
53.4 

.2 
1.3 

1,404.0 
20.1 
13.8 
7.0 
1.2 
.5 

127.4 
38.4 
71.3 

».o 
.7 

5.2 
2.2 
1.5 

28.0 
40.1 
6.3 
.6 

220.5 
2.4 

16.7 
1.3 

14.3 
75.0 
41.0 
32.6 

.2 

.7 
704.4 

10.7 
13.8 
4.4 
1.2 
.5 

68.7 
24,6 
42.8 

100 
Alaska  lOO 

lOO 
Arkansas^       $2.2 58 

1.5 
6.0 

29.1 
6.0 

100 
Connecticut'  
Florida...  
Georgia  
Idaho'  

22.0 
11.0 

.3 

.6 
32.1 

64 
69 
94 
55 

Illinois  
Kentucky        

188.4 
2.4 

16.7 

80 
100 

Louisiana 100 
Maine' 1.3 

14.3 
75.0 
32.6 
28.6 

 .r 
214.4 

5.7 

59 
Maryland'...  58 

53 
Michigan'  
Minnesota' 

8.4 
4.0 
.2 

63 
61 

100 
1.3 . 54 

New York  914.0 490.0 
5.0 

13.8 
2.8 
1.2 
.5 

34.7 
5.6 
6.3 

50 
Ohio  
Oklahoma 

15.1 

..'. 4.2' 

53 
100 

Pennsylvania       . . 1.6 63 
Rhode Island 

;:; '.^ 
32.8 
65.0 

100 
Tennessee.-  
Texas..-  
Washington a  
Wisconsin^        

 34.6' 
19.0 
36.5 

100 
54 
64 
60 

Total  1,560.1 829.5 2,389.6 531.9 1,361.4 57 

< If the unpaid claims are 85 percent or more of the total amount in dispute (paid and unpaid claims), the formula is 
58 percent of the 1st (50,000,000. 50 percent of the next $100,000,000, and 21 percent of the remainder. If the unpaid 
claims are less than 85 percent of the total amount in dispute, the formula is 38 percent of the 1st (50,000,000; 35 percent 
0) the next $100,000,000, and 21 percent of the remainder. 

> The States to which the higher formula in lootnote 1 appliea, 
> Tennessee has unpaid claims of only $4,000. 
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HEWS PROPOSAL VERSUS APPLYING THE FORMULA TO ALL CUIMS 

|1n millions of dollars) 

State 

HEW proposal 

Effect of applylnj; Proposed                      1 
payment of     State claims 

unpaid claims paid by HEW  
to State under     State keeps 

formula             money 

same formula 
ims 

HEW pays 
State 

State ga^a 

1.0. 
.7 . 

5.2. 

0.6 
.4 

3.2 
2.2 . 2.2.. 

i.5. 
6.0 

29.1 . 
6.0 . 

•"i88."4'. 
2.4 . 

16.7. 

.9 
22.0 i9.5 .. 
11.0 7.4 

.3 3.5 

.6 . .6.. 
32.1 108.0 

1.5 
ia4 

1.3 1.3 .. 
14.3 14.3 .. 
75.0 75.0 .. 
32.6 8.4 

4.0 
.2 . 

•'mo', 
5.0 

13.8 . 
2.8. 
1.2 . 
.5 . 

34.7 
5.6 
6.3 

28.4.. 
26.7.. 

 .r.. 
28.6 

.1 
.7 . 

214.4 172.7 
5.7  2.6".. 

8.6 
i.6 .1 

.7 

M'I 
.i. 

ii.4.. 
19.0 16.7 .. 
36 5 33.3 .. 

Alabama   
Alaslta.  
Arizona     
Arkansas    
California     
Connecticut  .   
Florida.  
Georgia  
Idaho  
Illinois  .....  
Kentucky    
Louisiana    
Maine  .  
Maryland  .... 
Massachusetts  
Michigan   _  
Minnesota . .  
Missouri    
New Jersey  . .... ^. 
New York  ...i...  
Ohio    
Oklahoma    
Pennsylvania  
Rhode Island  
Tennessee  
Texas  
Washin^on    
Wisconsm,  

ToUl  531.9 829.5 232.7 318. 4L 

> Tennessee has unpaid claims of only J4,000 and would be paid only $1,500. 

Net amount States would pay HEW if formula were applied to all claims 0318.4 minus $232.7) • $85.7 

Under HEW's proposal States would receive    531.9 
If formula were applied to all claims, States would pay      85.7 

Total benefit to HEW if formula were applied to all dalms  617.6 

CHRONOLOGY OF EVENTS StmRorNDiNo NEW YOEK'S DECEMBER 1971 SOCIAII 
SERVICES STATE PLAN AMENDMENTS 

December 1971, State submitted plan amendments to HEW Region II. 
January 1972, Regional Commissioner acknowledged receipt of the State's plan 

amendments. 
June 1972, Claim totaling about $3.59 million submitted against the as yet 

unapproved plan amendments. This claim was routinplj' paid. 
October 1972, HEW began questioning approvability of the amendments. The 

State continued to submit claims which were not paid. 
April 1973, State hired a Certified Public Accounting firm to reconstruct its 

records on the claims. 
May 1973, HEW Region II wanted to review the method used to reconstruct 

the State's records on the claims, but the State refused. State later (in the fall of 
1973) submitted a summary of the reconstructed records to the region. 

September 1973, HEW Regional Commissioner recommended disapproval of 
the plan amendments. 

December 1973, Governor Rockefeller requested the a-ssistance of the Secretary 
of HEW in resolving the problems associated with the State's plan amendments. 

December 1973 through March 1974, Numerous HEW-State meetings held to 
review the amendments. 

January 1974, The Secretary of HEW sent a letter to Governor Wilson stating 
that HEW expected to make a determination on the approvability of the amend- 
ments upon final r&solution of the legal issues by the HEW General Counsel. 

March 1974, The Secretary of HEW sent a letter to Governor Wilson stating 
that the review of the plan amendments would be completed by the end of March. 



40 

March 1974, HEW headquarters' staff reviewed the amendments and prepared 
a summary on its analysis. The staff recommended that certain sections of the 
amendments be disapproved and other sections be approved only if the State 
submitted appropriate explanations, deletions, or limitations. 

Mid-1974, The case was turned over to an administrative law judge, who was 
to make a recommendation to HEW as to the approvability of the plan amend- 
ments. No decision was ever made. 

July 1974, HEW sent a letter to the State informing it of HEW's decision to 
disapprove the plan amendments. 

March 1976, HEW decided to conduct a limited review of the State's claims. 
HEW and the State entered into a written agreement to exclude the claims from 
HEW's formal review and disallowance process. 

March 1977, HEW began discussions on the possibility of a settlement for all 
social services claims at issue before October 1, 1975. Therefore, activity relating 
to the State's plan amendments was suspended. 

Mr. DANIELSON. Mr. Eidenbei^, I'd like to ask you one question, 
if I may, if you would come forward. 

Could you or your associates let us know what is the practice, what 
is the established procedure in this respect. How long after expendi- 
tures are made by a State does it take before they file their claim for 
obtainine; it? 

Mr. EiDENBERG. I'll get you that information and our report on 
the other questions will include that. 

Mr. DANIELSON. I have this in mind. October 1, 1975, is the cut off 
date in the bill. Now, that's already nearly 2% years ago. If I were 
running this aspect of the State, we'd get the bill in awfully fast, I 
mean, as quickly as possible, and in 2}^ years, there is at least a proba- 
bility that any claims will have been turned in. 

Mr. EiDENBERQ. That's our belief as well. 
Mr. DANIELSON. But can you please give us what the practice is 

and on the other side of that same example, would you let us know 
what is the longest time that has lapsed that you can readily deter- 
mine? There may be some value in that. I don't know, but it could 
have some kind of value. Can you get that to us? 

Mr. EiDENBERQ. We surely will try. 
Mr. DANIELSON. And as quickly as possible. We do want to move 

along here. I thank you, Mr. Eidenbere. 
Now we'll call on Mr. Charles Miller. Would you come forward, 

please, and identify yourself for the record. 

TESTIMONY OF CHARLES A. MILLER, ATTORNEY AT LAW WITH 
THE FIRM OF COVINGTON & BURLING, WASHINGTON, D.C, LEGAL 
COUNSEL FOR CERTAIN STATES IN DISPUTED CLAIMS WITH HEW 

Mr. MILLER. Mr. Chairman, members of the committee, my name 
is Charles Miller. I am an attorney with the firm of Covington & 
Burling in Washington. I have served as legal counsel to many of the 
States that have these disputes that you're considering today. We 
represented the States that were involved in the case of Florida v. 
Matthews. In connection with the settlement discussions, my firm and 
I have acted at the requests of the States as liaison with HEW in 
negotiations and in the subsequent implementation of the settlement 
agreements and it is in that capacity that I was asked to speak this 
afternoon to this committee. 

Mr. Chairman, I submitted, per the committee's request, in advance, 
a statement, which you have, and also a summary of that statement. 
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Mr. DANIBLSON. I do have, Mr. Miller, and so does each member 
have a copy of your statement and a copy of the summary, for which, 
incidentally, I thank you. I think it has the points of your argument 
here on one sheet of paper, and without objection, they will be received 
in the record. 

[The prepared statement of Mr. Miller follows:] 

STATEMENT OF CHARLES A. MILLER 

Mr. Chairman and members of the committee, my name is Charles A. Miller. 
I am an attorney with the firm of Covington & Burling in Washington, and I have 
been representing a number of states in connection with the disputes between 
them and HEW over ths social services claims that are the subject of H.R. 10101. 
I have also acted as liaison with HEW on behalf of the states in connection with 
the negotiation and implementation of the settlement of the disputes that is 
reflected in the pending legislation. 

I appreciate tne opportunity afforded by the Subcommittee to appear today on 
behalf of the states to discuss H.R. 10101. I will not repeat what Mr. Eidenberg 
has said but will simply supplement his comments to explain why the states feel 
the settlement embodied in H.R. 10101 is a sound solution of this long-st.anding 
and very complex problem. 

At issue are claims totaling several billion dollars for the federal share of the 
cost of social services provided to needy people pursuant to the public assistance 
titles of the Social Security Act aa they existed prior to October 1, 1975. On that 
date a new Title XX of the Act became effective which superseded the social 
services provisions that had been enbodied in other public assistance titles. Title 
XX contains a substantial rewrite of the social services provisions and has not 
given rise to the kinds of disputes that arose under the earlier provisions. 

The claims to which H.R. 10101 relates cover expenditures for services actually 
provided and thus seek reimbursement for state funds already spent. The disputes 
nave centered on whether the .state expenditures qualify for federal reimbursement. 

Of the amounts in dispute, approximately $1.6 billion represents claims that 
have been deferred or disallowed by HEW and have not been paid. Approximately 
$825 million represents claims that were paid but which HEW nas formally 
disallowed and seeks to recover. There are additional undetermined but 8ul>- 
stantial amounts previously paid by HEW which have been or could be the subject 
of audit exceptions or other reviews, but which have not yet been formally dis- 
allowed by HEW. All of these categories are covered by the settlement. 

Mr. Eidenberg has explained how the combination of statutory amendments 
in 1902 and 1967, HEW encouragement to states to expand their services pro- 
?;ram.s, and state fiscal pressures contributed to a major increase in the size of the 
ederal social services program. I would add that in 1969 and 1970 HEW adopted 

a series of broad regulations applicable generally to the social services program, 
including the purchase of services from other agencies. Pursuant to these reg- 
ulations and the antecedent statutory changes, states submitted amendments to 
their plans for social services that contemplated substanti.-U expansion in pur- 
ch.ose of services from pubUc as well as private agencies. These plans were gener:illy 
approved by HEW and pursuant to them states began submitting significantly 
higher claims for social services funds. These developments, and the likelihood 
of even greater claims for federal funds under the then openended program, led 
to the enactment by Congress in 1972 of the $2.5 billion annual limitation on 
social services matching funds. 

At the same time, HEW began giving special attention to social services 
claims, particularly those submitted pursuant to the amended plans. A numl>er of 
issues arouse as to the validity of these claims, focusing principidlv on the methods 
used by the states to identify eligible expenditures. Late in 1972 HEW distributed 
a set of guidelines to be used to test the validity of these claims. M;iny states 
strongly objected to those guidelines, feeling that they amounted to retroactive 
changes in the conditions for federal reimbursement, and a number of states 
filed suit challenging the validity of the guidelines. In 1976 a federal district 
court invalidated the guidelines. An appeal from that decision is currently pending. 

Meanwhile, HEW had disallowed most of the disputed claims, both paid and 
unpaid. Several states instituted court action challenging HEW's disallowance 
of their claims. Others protested the disallowances in administrative review 
proceedings that would likely eventuate in court litigation. In all. a tremendous 
amount of time and energy of both federal and state officials has been consumed 
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in the processing and litigation of these disputes, and absent a settlement several 
years of additional litigation are certain. 

The existence of the social services claims disputes has proved to be a partic- 
ularly abrasive impediment to federal-state cooperation in the public assistance 
programs, and if not resolved the continuing litigation would undoubtedly con- 
tinue to impair good federal-state relations. Moreover, the contingent liability 
of the states to repay large sums of money to the federal government as claimed by 
HEW, together with the uncertainty about when or if states would receive 
claimed funds that had been withheld, have seriously inhibited the abiUty of 
many states to budget and plan programs on a rational basis. 

For these reasons, the states welcomed the initiative of the incoming Adminis- 
tration to seek a compromise settlement of these outstanding disputes. The 
settlement was developed over a period of several months of discussions lietweea 
state representatives and HEW officials. Ultimately, all of the affected states 
agreed to the final settlement terms, even though the payments fall well short of 
the total unpaid claims, in the belief that it was important to end the controversy 
and that, under all the circumstances, the terms were fair and reasonable* 

The key elements of the settlement are: (1) payment to the states in accordance 
with a negotiated formula of a portion of their pending unpaid claims; (2) for- 
bearance by the states from submitting any further claims for social services 
reimbursement for the pre-Title XX period (other than claims that might be 
submitted against a contingency fund of approximately $12 million); (3) with- 
drawal by HEW of any efforts to recover payments previously made to the states 
for social services whether or not that recovery effort had proceeded to the point 
•of formal disallowance action. The settlement is subject to the approval of the 
-Congress. 

The settlement achieves the dominant objective of closing the books completely 
on the social services program in the pre-Title XX period, and thus terminates an 
unusually rancorous series of controversies. Agreements on the ijrccise figures 
involved have now been reached between HEW and virtually all of the states 
that will be receiving payments under the formula established in the settlement. 
These agreements, which are supported by documentation in the possession of the 
states as well as the voluminous record already accumulated by HEW, specify the 
precise amount of the payment to be made to each state. With these agreements it 
will be possible to implement the settlement as soon as appropriate legislation is 
enacted. 

We have been gratified that the Senate Finance Committee has reported legisla- 
tion authorizing the settlement with the recommendation that it be passed by the 
Senate. The Public Assistance Subcommittee of the House Ways and Means 
Coomiittee has likewise voted approval of the legislation. The states respectfully 
request that this Subcommittee approve the legislation, which they tjelieve to 
represent a sound and fair resolution of a most difficiJt and unique problem. 

Thank you very much for your attention. I will be pleased to answer any 
questions the Committee may have concerning this subject. 

Mr. D.'^NiELSON. Now, proceed in any manner jon like. 
Mr. MILLER. Well, Mr. Chairman, if it would be all right with you, 

I thought the best thing I could do this morning, perhaps might be 
to try to answer some of the points that have come up in this discus- 
sion, since I'm sure you can read the statement. 

Mr. DANIELSON. Surely, I have read the summarj', and go right 
ahead. 

Mr. MILLER. Let me s]>eak first to the point you have raised and 
that is what the impact of this settlement is on the 22 or so States 
that don't have any pajTnents to be received or any amounts in 
dispute. The backgroimd of this is that—and first, maybe, I think 
I'll begin by answerinp; the last question you asked of Mr. Eidenberg, 
whichis that normally States submit claims for services quarterly. 
At the end of each quarter, they go back and check their books, 
pick up the expenditures made in that quarter and submit it on a 
form to HEW, usually within 45 days of the end of the quarter. 

Mr. DANIELSON. If I may interrupt, the second quarter's expendi- 
tures will have been billed along about August 15? 
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Mr. MILLER. That's exactly right. Now, from time to time, be- 
cause these are vast operations and you can't always pick up every 
expense currently, States are required to submit claims for the past 
period expenditures. The bulk of anj^ past period expenditures will be 
picked up in the next quarter. Once in a while you have an item that 
missed two quarters and you have to pick it as much as 9 months 
later, but that would be pretty much the outside limit. 

Mr. DANIELSON. Let me interrupt again. You say if something was 
missed in the first billing, it might be picked up in the next quarter. 
Would that be deferred until the billing for the following quarter 
or can they make an interim billing? 

Mr. MILLER. Well, if the amount is large enough, the State can 
make a request for interim payment, and they can be honored if 
there's a cash flow problem in the State. Ordinarily you'd wait to the 
next quarter because ordinarily the amount wouldn't be that large. 

Mr. DANIELSON. SO that the skipped-over payment of the previous 
quarter would be indentified, but lumped into the billing for the 
succeeding quarter? 

Mr. MILLER. Ordinarily, that's right. There is a special form which 
has a line for past quarter adjustments and those are what would be 
included. Now, in the case of these claims which covered the period 
up to September 30, 1975, the issue that they address has been rather 
notorious around the States. In the several years that we have assisted 
the States on these matters, we've attended a number of meetings of the 
w^elfare officials who are responsible for these programs and this matter 
has been discussed from tune to time, and I can recall on several 
occasions when States have been urged, now get your claims in, 
because some day this matter is going to be litigated or going to be 
resolved one way or another and you want to be there when that oc- 
curs, so I give you that by way of a little further backgrounil. Then, 
of course, when the Florida v. Matthews htigation was decided in July 
1976, it was decided by the lower court favorable to the States. We 
had though that any State that might be holding back, possibly think- 
ing that it would wait to see how these law suits were going to be 
decided before filing any leftover claims, we thought that the decision 
in that court woulcl smoke out any claims that hadn't yet been filed. 
As far as I know, none did come forward at that time. That allowed 
us to—helped us to conclude, during the settlement discussions, that 
we had pretty much identified all of the claims that States would be 
making for the pre-October 1975 period. These discussions all took 
place beginning around April 1977 and concluded in October 1977, 
with the agreement that's represented in the bill before you. By that 
time, we are now 2 years past the period we're dealing with, so it 
seemed at the time that we were probably covering everything. 

Nevertheless, when the HEW proposal was made to the group of 
States by Undersecretary Champion, the States took it back for con- 
sideration and they convened in a meeting held in Washington some 
weeks later, at which all but three or four States were represented, and 
it was at that meeting that the States agreed on the alternate proposal 
which was made to HEW. At that meeting, again, it was asked are 
there any claims left that we don't know about and no one mentioned 
anything he knew of. Nevertheless, we still included the counter- 
proposal, which was adopted by HEW as the basis for settlement, this 
contingency arrangement. We thought there might be some claims 
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that had been overlooked, conceivably, or some possible claims a 
State had withheld from submission because of incorrect advice by a 
regional—any number of possible reasons might allow for some claim 
that hadn't been identified. It seemed that, to the States convened, 
that $10 or $11 million was more than ample to cover that. If every 
State that was eligible to submit a claim under the contingency did 
so and each of those claims qualified, the total amount of claims would 
exceed the $10 to $11 million, but I think that's a highly theoretical 
possibility and taking up your view, Mr. Chairman, of pragmatism 
here, we think more likely it is a fact that the $10 or $11 million will 
not be expended on these contingency claims. In fact, it's our expec- 
tation that a portion of that fund will be utilized in accordance with 
a second alternate formula, which disposes of the balance of the con- 
tingency funds that do not go to the States that have contingency 
f)Ossibilities, so based on all those considerations, it seems to us un- 
ikely that the problem that you've identified will be one in 

practicality. 
There's one more point I should like to make on this score also. 

Each of the 22 States, as have all the States, have received social 
services funds from HEW. Each of them has at least a potential dis- 
pute in that HEW could audit their returns for the pre-October 1975, 
and could decide that some claims had been erroneously made or at 
least assert that. 

Mr. DANIBLSON. May I interrupt you there. Is there a period of 
limitations on that type of claim? 

Mr. MILLER. NO; there is no period of limitations in the law at 
present, either way. There's no limitation on when the State submits 
claims. 

Mr. DANIBLSON. Well, assuming this bill became law, regardless of 
the legality of the settlement based on some kind of consideration, 
we would certainly at least be stopped from going back and auditing 
the claims of anyof the States who are a party. 

Mr. MILLER. Well, I think that's right, yes. 
Mr. DANIBLSON. But what is your curbstone opinion? Would the 

Government be stopped from going back and auditing the claims of 
any of the 22 States? 

Mr. MILLER. Well, I'll say this, Mr. Chairman, I think it'smore 
than a curbstone opinion. I've thought about it quite a bit. We're 
fairlv confident  

Nfr. DANIBLSON. You say it was thought about? 
Mr. MILLER. Yes, indeed. I say we thought about it because a num- 

ber of the States were absolutely insistent on this point, that they 
didn't want to make a one-way settlement. 

Mr. DANIBLSON. No, I'm talking about the 22 States that are not 
receiving something. 

Mr. MILLER. I'm talking about them too, because they were party 
to this also. You see, they would be giving up, under tKe bill, their 
right to submit additional claims for the future, if they had any. 

Mr. DANIBLSON. Maybe you're touching on something we didn't 
get before. There is, I assume, a settlement agreement of some kind? 

Mr. MILLER. There are two things, let me say. We have an oral 
agreement with HEW, which was made on behalf of all the States, 
because every State present at the meeting I described in Washington 
endorsed that proposal. 
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Mr. DANIELSON. YOU say that was all but a very few States? 
Mr. MILLER. All but three or four. I just think Alaska and Hawaii 

didn't come to the meeting and maybe two or three other States 
weren't present. I think efforts have been made to contact them by 
telephone. But every State present  

Mr. DANIELSON. Now, that's an oral agreement? 
Mr. MILLER. That was the agreement to present to HEW and 

settle the whole dispute. Even the 22 States had an interest in 
that. Their interest was that amounts they had received, which were 
potentially subject to being challenged, would no longer be subject to 
challenge. 

Mr. DANIELSON. What you're talking about is an oral agreement? 
Mr. MILLER. Yes. 
Mr. DANIELSON. You said three things. 
Mr. MILLER. TWO things. The other thing was a series of written 

agreements which were entered into between the States that will be 
receiving money from HEW embodying the same settlement. 

Mr. DANIELSON. How about the forbearance States or maybe 
there aren't any of them  

Mr. MILLER. There are some States that have forbearance, but no 
new moneys. No written agreement was made with those States 
because it was felt that the legislation alone was sufficient for that 
purpose. 

Mr. DANIELSON. IS it your considered opinion that this bill, if passed, 
if law, would bar the forbearance States from making any further 
demand based upon the claims prior to October 1, 1975? 

Mr. MILLER, i es, except for the contingency, except for the right 
to try for the contingency fund, wliich is a limited fund. 

Mr. DANIELSON. Well, that's a cap of $12 million overall. 
Mr. MILLER. Right. That's the only exception. 
Mr. DANIELSON. NOW, these written agreements, what is the form 

of them? 
Mr. MILLER. Well, they're a tliree-page afrreement that follows 

pretty closely the legislation that you have before you. 
Mr. DANIELSON. They're executed on behalf of the United States 

by whom? 
Mr. MILLER. By the Under Secretary, Mr. Champion. 
Mr. DANIELSON. DO you feel he has the legal power to execute 

that type of agreement? At least do you have equitable dissents? 
Mr. MILLER. Well, we believe he has the power to execute the 

agreement if this legislation is passed. 
Mr. DANIELSON. If we ratify him? 
Mr. MILLER. Exactly. 
Mr. DANIELSON. Which I think we'd probably do. Who executed 

on behalf of the States? 
Mr. MILLER. In almost every ca.se the Governor of the State signed 

the agreement. Some of the States, in one or two States a State welfare 
board has the constitutional authority in that State to settle that 
matter and in that case, a member of the board signed. 

Mr. DANIELSON. Well, 3 pages time 27 States is something like— 
I'm not very good at arithmetic; 81 pages, more or less. I'd like to 
have a copy of those agreements. 

Mr, MILLER. That's very simply done, Mr. Chairman. 

26-869—78 1 
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Mr. DANIELSON. Could you have them sent up some way or another? 
Mr. MILLER. I'll have them to you tomorrow. 
Mr. DANIELSON. I did interrupt you there, but I think it was useful. 

Continue, if you ^vill, please. 
Mr. MILLEK. Well, just to finish this point, the only thing—I 

think I almost made the point. Even the 22 States have a substantial 
interest in the settlement and, therefore, that's why they endorsed it 
and while I don't know that you could take them to court and sue them 
based on their raising their hands in a meeting, what I am suggesting, 
as a practical matter, those States have gone along with this agree- 
ment because they believe it's in the best interest of their State as well 
as their interest altogether. Their interest is the money they have now 
is protected against the possibility of a subsequent audit or other 
claun that they have to give it back, so even though they have no 
new money coming and no pending dispute  

Mr. DANIELSON. But nobody is going to check their books any 
further. 

Mr. MILLER. That's right. 
Mr. DANIELSON. That may be a relief for evervbody. 
Mr. MAZZOLI. Mr. Chairman, would the gentleman yield for just 

one question on this topic? 
I'm not that much knowledgeable in the law, but would there be 

any class action suits on behalf of plaintiffs against these 22 States 
who were not served or served ineffectively because the States did or 
didn't do something stemming from these various contested activities 
here? 

Mr. MILLER. I don't quite see how, Mr. Mazzoh. These States 
could only provide services that are contained within their States' 
plans approved by HEW and we're talking about a period up to 
October 1975. Now, if anybody believes that the State is not doing 
all the things it could be doing and should be doing more, they may 
be able to bring a suit, but I don't see how they could get anything 
except relief for the future. 

Mr. MAZZOLI. I want to be sure if something like this passes, that 
we're extinguishing not just to the States, but anybody else you might 
have as a oeneficiary or somehow related to the State, that we're 
extinguishing their claims as well. 

Mr. MILLER. Let me say from the States' point of view, probably 
the most important consideration in these negotiations was that the 
settlement be a total and absolutely final disposition of the matter. 
In fact, when the HEW proposal was made, the biggest concern the 
States had about it was it didn't have provisions that made it ab- 
solutely final and we suggested those provisions. From the States' 
point of view, a settlement was in their interest only if it can be a total 
settlement, so we feel pretty confident that we achieved that. 

I made some notes of questions you gentlemen had. I'll just sort of 
go down the list. 

Mr. DANIELSON. GO right ahead. 
Mr. MILLER. This goes to what you said, it largely goes to a ques- 

tion you asked about the State of California and its status in con- 
nection with these agreements, and also Mr. Moorhead's question. 
California has been fortunate in not having as many disputes with 
HEW as many of the other States had. One of the reasons is that Cal- 
'^omia had amended its plan rather earlier than most of the other 
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States. A number of these disputes arose in the context of the State 
plan amendments, but some of the States that amended early got in 
there under the wire and California has been, in every year, the largest 
recipient of funds under this program and has been the one State 
since the cap went into effect whicn has received all or virtually all it 
could receive under the limitation of $2.5 billion. 

Mr. DANIELSON. Even more than New York? 
Mr. Miller. Yes, it did, every year. But it hasn't been questioned to 

the point of formal action yet. In other words, as Mr. Eidenberg 
pointed out, there is $130 million of dispute that are in the pipeline, but 
California has quite an enormous benefit in this agreement in the same 
sense as these other States, in that all the amounts that could be 
questioned will now not be subject to questioning, so it will be pro- 
tected. Mr. Moorhead asked me a question about three States that nad 
been a party to the Florida v. Matthews action, whether the settlement 
would be bmding on them since they have not signed the agreement 
with HEW. One of those States he mentioned, South Carolina, is not a 
?arty to that lawsuit. The other States are Missouri and Virginia, 

'hey were parties to the suit. They have not entered into signed 
am-eements with HEW because they don't receive any new dollars. 
However, they are agreeable to the settlement and will be agreeable 
and will join in any motion to dismiss the lawsuit which we wdl file if 
and when the Congress approves the settlement. 

Mr. DANIELSON. How clo you plan to handle that? You say that you 
will file a law suit. 

Mr. MILLER. There would be a dismissal. I meant to say a dismissal. 
Mr. DANIELSON. NOW, that would be 3 or 4 of 22 States. 
Mr. MILLER. Well, there are 13 States in that suit. I would say that 

was sort of the leading case, at this point, in that it involved the most 
States and goes to the major issues underlying many of these disputes. 

Mr. DANIELSON. But Virginia, which is not one of these States here to 
receive money, nor to have a forbearance, as I recall it, they are a party 
to that lawsuit and it's understood that they will join in dismissal on 
this? 

Mr. MILLER. Yes. We are counsel for them in that suit. Somebody 
asked why would they be in this suit and their interest was, as I 
described before, because they had received fimds and they were 
concerned that the same kinds of allegations made against other States 
might later be made against them and they decided to join the suit 
for that reason. 

Mr. DANIELSON. Apropos of that, forgetting Virginia and South 
Carolina right now, are there any of the 22 States which did not 
receive any funds? I don't see how it's possible. 

Mr. MILLER. NO. Every State in the Union had a program under the 
social services title XX and every State did receive funds. 

Mr. DANIELSON. Then I would wonder why only 28 States are 
listed in this table because—or is it just that HEW never got around to 
auditing them? 

Mr. MILLER. I don't think HEW audits every claim of every pro- 
gram. They couldn't possibly. So it's a lax  

Mr. DANIELSON. DO you know whether that's the reason? 
Mr. MILLER. I think that's the main reason. I would think in most 

•cases you would find also that most of the 28 States tend to be our 
rsmaller States, that, I believe, in most cases are States with smaller 
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services programs and so their claims are probaWy not as large, even 
in proportion to their size, as the others. My guess is HEW, which has 
limited auditing resources, probably selects those States with the 
largest amount of dollars. That's speculation on my part, but I think 
that explains it. 

Mr. Kindness asked some questions about the equity of the settle- 
ment and the luck of the draw, basically, and the fact that some States 
would be getting 100 percent of the claims in settlement whereas others 
would be getting a smaller percentage. All I can say is, Mr. Kindness, 
we thought your suggestion was a fine one, that everybody get 100 
percent. Unfortunately, HEW wasn't making that offer. They didn't 
feel that they had sufficient funds or could e.xpect the Congress to 
appropriate sufficient funds for that purpose. 

Mr. KINDNESS. I'm a liberal. I believe in that sort of thing. 
Mr. MILLER. I felt that in this case it would be best to maintain a 

neutral posture on these matters. But we think that the best liberal 
and conservative position would be to pay these States what they 
have coming. 

Mr. DANIELSON. It would probably depend on the direction you're 
looking in at the time. 

Mr. MILLER. In any event, the States that would be receiving less 
than 100 percent of trieir total claims obviously considered this verj' 
carefully and much of the adjustment in the formula from the original 
HEW proposal to the final solution was a reflection of the States' dis- 
cussion as to what was the most equity they could get in this situation. 
And all those who are getting less than 100 percent have agreed to the 
settlement and each of them has a written agreement with HEW, so 
that's the best evidence I can point to that rough justice was achieved. 
I think everybody realized that he gave up something, but everybody 
also realized that the only way he could have received more was for 
somebody else to receive less and if that ever occurred, the other per- 
son wouldn't have accepted the settlement and we wouldn't have had 
a settlement. Well, I think those are the principal questions. I think 
we have a list, Mr. Chairman, of the claims broken down pre- and 
post-June 1975. You had asked GAO for that, but actually, HEW 
prepared such a list and will be glad to meet with Mr. Eidenberg. 
There are a few minor adjustments to be made in the list and we can 
supply that to you, so you'll get that this week as well. Concerning the 
title XX claims that are post-October 1975, I would just like to say 
this. The claims are the same kinds of claims, that is, claims for Federal 
funds for services provided, but the legal issues in these cases are bound 
to be considerably different than the ones involving the claims before 
us today, because the law was substantially changed in substance in 
title XX. Title XX was more than just a recodification. It changed a 
lot fo substantive rules and it was designed to deal with a lot of issues 
that underlay the claims before us here, so the title XX claims that 
strike me as rather normal in amount for a program of this size, are 
a substantially different kettle of fish for that reason and our effort 
here is not to deal with any current programs, but simply to deal with 
this one discrete, old, difficult, very complex and nagging problem. 

Mr. KINDNESS. Mr. Chairman, if I might, in connection with that 
point, direct a question to Mr. Miller. 
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On page 4 of the bill, lines 21 throu^ 25, it states that neither the 
Secretary nor any other ofBcial of the Federal Government may seek 
to recover any amount paid to a State prior to April 1, 1977, which 
was, I guess, the beginning date of the negotiations, or pursuant to 
this act with respect to a claim of the State described by paragraph 1. 
Isn't it possible that that language includes the claims arising after 
October 1, 1975, if such claims have been paid? 

Mr. MILLER. I don't think so, Mr. Kindness, because I think the 
definition of the claims covered this bill in the opening paragraph 
limits them to claims arising prior to October 1, 1975. 

Mr. DANIELSON. The bottom of page 1 and the top of page 2. 
Mr. MILLER. Yes, sir. In any event, it only appHes to claims under 

certain titles of the statute, and title XX is not one of those listed, so 
for both of those reasons, the bill just wouldn't cover anything under 
title XX. It's in the opening paragraph of the legislation at the end of 
the first paragraph. 

Mr. DANIELSON. This bill doesn't have section numbers. It's about 
line 10 on page 1 and line on page 2 that sort of describes it. 

Mr. KINDNESS. But it is conceivable there could have been a claim 
submitted prior to October 1, 1975, and paid between then and April 1, 
1977, but that's not a very big deal, I guess. 

Mr. MILLER. Well, if it was submitted prior to October 1, 1975, 
under one of these titles listed in the bill, then it would be covered by 
the bill. 

Mr. KINDNESS. But there probably couldn't be any claim sub- 
mitted prior to October 1, 1975, and paid between then and April 1, 
1977, because this controversy was in existence. 

Mr. MILLER. That's correct. There may have been some minor pay- 
ments just through mathematical adjustments, but I don't think any 
significant payments have been made because people have been wait- 
ing for the lawsuit. 

Mr. KINDNESS. Theoretically, it wouldn't make any difference if the 
date of April 1, 1977, on line 23 of page 4 of the bill was changed to an 
earlier date or later date, such as the effective date of the act. 

Mr. MILLER. We didn't want people to come in on the eve of a 
settlement and drop some new claims in the hopper so they could get 
38 percent or something like that. We picked a date of approximately 
when the negotiations began. In fact, I'm not aware of any claims that 
were filed between April 1 and around September or October. After 
the settlement was announced, I believe one or two States made mod- 
est claims against the contingency fund or said they would, said they 
found new claims and wanted to submit them. They were aware of the 
settlement and were going to submit claims against the contingency 
fund. I think the April 1 date is a clean date, in that sense, and I think 
that's the only justification. It's a clean-cutting point that everybody 
understands. 

Mr. DANIELSON. When you say two States have submitted modest 
claims, how big is modest? 

Mr. MILLER. I'm aware of two claims. I'm not even sure. The first 
one was a Pennsylvania claim which would result in something less 
than $5 million in payments, and an Oregon claim—I'm not sure this 
claim was made or they said they're thinking of making it, for a claim 
of not more than about $3 million. 
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Mr. DANIELSON. Well, you have $5 million and $3 million in these 
two modest claims, and we've only got a contingency fund of $12 
million. 

Mr. MILLER. You only get 15 percent. 
Mr. DANIELSON. NOW, let me ask you this. These would have to be 

for the period—incurred for the period before October 1, 1975, so 
you're talking about some claims that were 2 years old. 

Mr. MILLER. Well, I think, in fact, these claims are about 6 years 
old. I think they all date back to 1972. I'm not sure. I've never seen 
them. I don't know that HEW analyzed them. I don't know that they 
even qualified them. 

Mr. DANIELSON. We were talking about that they would be filed 
quarterly, even up to as late as 9 months later, but here you're talking 
about something several years old. 

Mr. MILLER. That's correct. And I'm not sure whether these claims 
will meet the qualifications. I think some States, for example, these 
States may have decided there are some things that we wished we had 
qualified for Federal funding for in 1972 and let's put it in and see if 
we can get something. 

Mr. DANIELSON. I'm sorry to hold you up. Go ahead. 
Mr. MILLER. I don't know that I have anything else, Mr. Chairman, 

I think I've covered most of the points that were asked. 
Mr. DANIELSON. Well, I think my asking questions as we've gone 

along, it may have been helpful. I've got one question. You say you 
are representing the States. Normally, or often, anyway, an attorney 
is able to bind his clients. You're here as the attorney representing the 
States. Are you retained by the individual States, or are you retained 
by some association of State governments, or who do you represent? 

Mr. MILLER. Let me state that precisely, because I tried to  
Mr. MAZZOLI. That's the one question I did ask before that you 

didn't address. I was going to ask the question myself about the fees 
and representation. 

Mr. MILLER. We represent various of the States involved here, ap- 
proximately 15 of them in various litigation. We do not today—I do 
not speak today as counsel for all the States. As I indicated in my 
statement, we acted as a Haison for the States at their request in con- 
nection with the negotiation of the settlement and the implementa- 
tion of it, so I can speak for the States we represent  

Mr. DANIELSON. Which is 15? 
Mr. MILLER. Approximately 15; 14 or 15. And I can give you my 

best views as to wnat the other States think about this based on 
discussions. 

Mr. DANIELSON. I appreciate that. I think it's our responsibility^ 
to know who is truly represented here. 

Mr. MILLER. I want to make that clear. 
Mr. DANIELSON. Who are your clients? Would you rather submit 

them? 
Mr. MILLER. I'll be glad to submit the list for the record. 
Mr. DANIELSON. Would you please? And without objection it will 

be received in the record. 
And I understand as to the other, based upon your experience and 

practice and probable prior representation, jon feel that you are least 
m harmony with their point of view on this matter. Is that proper? 
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Mr. MILLER. Well, I really base it on the meetino^s we had with 
them, as I've tried to describe with you, and the positions that they 
voted upon and then ask the three-man committee, with myself as 
the liaison, to express to HEW on their behalf. 

Mr. DANIELSON. Was there a meeting in which minutes were kept? 
Did you have a court reporter there? 

Mr. MILLER. NO, no. It was an open meeting. I don't recall that 
minutes were kept. I made some notes of what happened there. I'm 
sure others did too. It was not a formal meeting in that sense. 

Mr. DANIELBON. Was there a meeting with authorized representa- 
tives of HEW at which you or your clients or other States appeared 
in which there was a record kept of the proceeding? 

Mr. MILLER. I know of no meeting in which a record was kept, 
unless a record was kept of the initial meeting which Mr. Champion 
had to make his initial proposal, but I'm not sure of that. 

Mr. DANIELSON. I think you're aware that one thing that concerns 
me a little bit, the same thing that was voiced here before. I don't 
cast any doubt about what you're saying or the other witnesses, but I 
think we have a responsibility to at least feel sure that if we do pass 
this legislation, we nave done something and I would hope that if 
this became law—and I'd like your opinion on this—if this became 
law, do you feel that as a practical matter we created a statute of 
limitations which bars any new claims for the period before October 1, 
1975? 

Mr. MILLER. Well, I have no trouble answering that question, 
Mr. Chairman. You clearly have created a statute of limitations. The 
bill is very express. It seems to me the only issue is whether it's 
constitutional. You write the laws. 

Mr. DANIELSON. Well, that bothers me. 
Mr. MILLER. Well, I agree with you. Congress writes the laws. If 

the Congress saj'^s the statute of limitation is 90 days from the date of 
the bill, which is what this bill says, then that's the statute of limita- 
tions. I don't think anybody can claim it otherwise unless there is 
some constitutional objection. I don't know of any. 

Mr. DANIELSON. I think a lapse of time will do as  
Mr. MILLER. In this case, I don't think anybody could claim any 

invasion of substantial rights. 
Mr. DANIELSON. IS there any priority contemplated in making^ 

payments to those who will receive money under the bill? 
Mr. MILLER. NO, sir. The total agreements, which I will supply 

to you, you will see that they will total up to approximately $5.31 
million in payments to the States. Since tne amount requested for 
appropriation is $543 million, the full amount should be available for 
payment as soon as the funds are appropriated. 

Mr. DANIELSON. I have no further questions. 
Mr. MAZZOLI. I have a couple of questions, and I hope I'm not 

stepping on your toes, sir, but is your fee with these 15 States you 
represent and the others, I assume, you don't directly represent, but 
who you believe have sort of become amenable to this bill, is your fee 
a contingency fee? 

Mr. MILLER. No, sir, it is not. 
Mr. MAZZOLI. It's a fee based on the work you've done? Is it aa 

hourly fee? Is that a fair question to ask you? 
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Mr. MILLER. It's a fair question and—I don't know if it's fair or 
unfair, but I'll answer it anyway. Our fees, we charge for the legal 
work we do on an hourly basis. 

Mr. MAZZOLI. NOW, do you chaise every State for that same hour? 
Mr. MILLER. No, sir, we do not. We allocate the fees among the 

States participating in any particular matter. 
Mr. MAZZOLI. YOU allocate to any particular States involved and 

you  
Mr. MILLER. We did. We allocated on the basis of their relative 

participation under the allotment program of the $2.5 billion. That was 
the ratio we used. 

Mr. MAZZOLI. Again, your fee per hour based on this would be as 
if you were representing one State or is it a larger fee per hour because 
you're representing say 15 States? 

Mr. MILLER. II you want an honest answer, it's slightly less than 
our average hourly rate because we charge somewhat less to our State 
clients than we do for others. 

Mr. MAZZOLI. You are doing, what would seem to me in my 
unskilled way, what would be done by the attorney generals of several 
States. How come you're doing that and how come they're not? 

Mr. MILLER. I think the best answer is this. I think, first of all, a 
number of States had the same general problem with HEW. The 
disputes had a number of common issues and those issues required 
quite an extensive amount of work to resolve, years of history to be 
resolved, and a lot of research to be done. I think the States' view was 
that by joining together and hiring one law firm to do the work for 
them, they could, m the end, get the work done more cheaply than if 
each State individually handled the case with its own attorney general 
and I think they may have also taken into account the fact that 
because we practice in this area, we had a certain knowledge and 
background in it that would have taken the attorney general more 
time to become familiar with it, and I think they also felt if they were 
joined together, one firm would have the abiUty, because of the fact 
that the States were together financing the suit, to go into more depth 
and do the job more, let's say, more fvuly than any particular attorney 
general could do, given the other demands on the attorney general's 
office. 

Mr. MAZZOLI. And get more money for it? 
Mr. MILLER. Of course, that would be the hope. 
Mr. MAZZOLI. Which leads me to the next thing. This is not the 

bottom dollar and because taxpayers are paying it, this is not as if 
it were two private parties, and because you're representing the States 
in a sense as a surrogate or in lieu of the State's attorney general, part 
of your representation is because of the skill that you personally have 
and the resources of your firm and the idea that you could marshal the 
assets and resources and probably obtain more in these disputed areas, 
more money, so my question is: What and who in all of these meetings, 
represented the taxpayer? 

Mr. MILLER. Well, I can say this to you. It seems to me that the 
State officials that I dealt with in my meetings with the States were 
intensely interested and concerned about the impact of anything they 
did in this area on not only Federal taxpayers, but also the citizens of 
their States, both taxpayers and recipients of these services. I thought 

%t was uppermost in their minds. And I must say, though you didn't 
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quite ask me this, in our meeting with HEW, imder the Assistant 
Secretary and others, they seemed to show to us a very deep concern 
for the impact of the settlement on the taxpayers, this settlement of 
the taxpayer, this settlement of the paid claims. 

Mr. MAZZOLI. Excuse me, sir, if I could interrupt. If I'm not mis- 
taken, at least the GAO people seem to indicate that this was a figure 
that we arrived at first and worked our way backwards rather than 
from some data and worked forward to the figure of $543 million, so 
assuming there might have been a harder nose than Mr. Champion, 
we might have started off at $450 or $375 million, and then it would 
have been at that point, so we're really not dealing with any formula 
that yielded this figure directly, so accordingly, in that sense of the 
word, I wonder if HEW really had primacy m mind of the taxpayer, 
since we're dealing with quite a large sum of money. 

Mr. MILLER. I can only answer you from our point of view, which is 
across the table from them. The States' unpaid claims are about $1.6 
billion, as you know. We had some preliminary discussions that were 
not at all specific in dollar terms. When the HEW decided to make a 
proposal to the States, they told us that they concluded that the 
amount they could pay was $543 million. They didn't tell us how they 
arrived at the figure, except to suggest they had made an analysis and 
evaluation of what they thought their worth was, how much the 
Treasury could afford to pay, and I suppose any other consideration 
that was pertinent. They told us it would be a waste of our time to 
try to talk them up from that figure. We didn't know whether that was 
just an opening negotiating position or if they were serious about it. 
They acted very serious about it and one of the first things the States 
had to do in our discussions among ourselves was to determine whether 
they were serious about that or whether we could bargain them 
upward. 

We finally concluded, talked some more to Mr. Champion, Mr. 
Eidenberg and others, and we became convinced that they meant what 
they said and for that reason, we proposed an alternate formula that 
did not raise the total amount. That was one of the toughest issues the 
States had to deal with, because the States felt that this settlement, 
which was basically about one-third of the total outstanding unpaid 
claims, was not as much as they should receive and not as much as their 
claims were worth, particularly in light of the decision of the court in the 
Florida v. Matthews case. We felt that, as you suggested before, Mr. 
Mazzoli, that HEW was awaiting some indication from the courts 
before coming forward with a settlement. We felt we had got that 
indication from the courts and our case was probably worth more than 
the one-third. If that's all that was into it, we probably would have 
said that's not enough. In the discussions among the States, however, 
other considerations predominated. No. 1, the fact of the matter 
is this dispute has been a most difficult irritant to the States, as well 
as to the Federal-State relations, and the other main thing—I'll just 
cut this short. 

Mr. DANIELSON. We have 2 more minutes. 
Mr. MILLER. I won't take that long. 
These States had clouds on their money which prevented them from 

spending it. They had desperate needs that they had to fulfill at home 
and the $543 million was just too much to turn down and it was a bird 
in the hand. Those were the considerations that caused the States to 
accept it. 
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Mr. MAZZOLI. Well, thank you, sir, very much. You're a veiy per- 
suasive and eloquent man. I can see why you'd be with your firm. I 
just have some concerns about whether the taxpayers were repre- 
sented. 

Mr. DANIELSON. I have a question here from counsel. Have you 
agreed with HEW upon a settlement procedure to dispose of the 
claims or will it be first come, first served? 

Mr. MILLER. On the claims of the States? 
Mr. DANIELSON. The moneys to be paid out. 
Mr. MILLER. We have agreements from every State. I think all but 

one is yet to be signed. The agreements are already made. 
The figures are identified. The exact amounts are specified. If the 

bill is passed, payments will be made. 
Mr. DANIELSON. Well, OK. Gentlemen, I have no questions. We 

don't have the time, anyway, but I think we've covered it reasonably 
well. We are expecting information from HEW, from GAO and from 
Mr. Miller, and we will very shortly adj'ourn and then I'll notify the 
committee when we have the data. I'd like to move this through and 
act on the bill as quickly as possible. 

Without anything further, we will adjourn subject to the call of 
the Chair. 

(Whereupon, at 3:07 p.m., the hearing was adjourned.] 



APPENDIX 
CoviNGTON & BURLING, 

Washington, B.C., March 9, 1978. 
Hon. GEORGE DANIELSON, 
Chairman, Subcommittee on Administrative Law and Government Relations, House 

Judiciary Committee, Cannon House Office Building, Washington, D.C. 
DEAR MR. CHAIRMAN: During the hearings yesterday on H.R. 10101, you asked 

me to supply to the Committee a list of the states for whom we had acted as legal 
counsel in connection with the social services disputes that are the subject of the 
legislation. We are acting as counsel to the following states, either in connection 
with their individual disallowance proceedings before HEW or in the joint state 
litigation in the federal court: Alabama, Connecticut, Florida, Idaho, Illinois, 
Louisiana, Massachusetts, Michigan, Mississippi, New Jersey, New York, 
Oklahoma, Oregon, Rhode Island, Virginia, and Wisconsin. 

Other requests for information made during the hearings are being responded 
to by HEW, with whom we have coordinated to ensure that all of the requests 
made of me by the Committee have been answered. 

Sincerely, 
CHARLES A. MILLER. 

PROPOSED SETTLEMENTS BY STATE 

(In millionsl 

SUte 

Alabama  
Alaska  
Arizona  
Arkansas   
California  
Connecticut  
Florida  
Georgia   
Idaho  
Illinois       
Kentucly „  .  
Louisiana  
Maine   
Maryland    . .„. 
Massachusetts  
Michigan   
Minnesota  
Missouri    
New Jersey    
New York  
Ohio  
Oklahoma  
Pennsylvania •    
Rhode Island  
Tennessee  
Texas  
Washin^n    
Wisconsin    

Total       1,560 532 

Claimed 
payment due 

from HEW 
(1969-75) 

U.S. claims 
Proposed against States 
payment         dropped 

Jl., 

5.2 
(3.8 J2.2    ... 

11 3a 
28.7 

.7 
1.1 

22 
11 

.3 

.6     ... 
87.3 32.1 188.4 

2.4 
16.7 

2.2 1.3     ... 
24.7 14.3     ... 

142 75 
57.1 
49.4 

32.6 
28.6 

8.4 
4.0 
.2 

1.3 .7     ... 
914 

15.1 
214.4 

5.7 
490.0 

5.0 
118 

4.2 1.6 f? 
.004 

92.7 
32.8 
65 

.0015 
34 
19 
36.5 

.5 
34.7 
5.6 
6.3 

830.0 

(56) 
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CERTIFICATION 

I, W. Douglas Skelton, M.D., Commissioner of the Department of Human 
Resources, State of Georgia, hereby certify that the social services claims of the 
State of Georgia that are the subject of a settlement agreement with the United 
States Department of Health, Education, and Welfare are comprised of the 
following expenditures: 
Unpaid social service claims: 

Atlanta Public School Systems (prior to June 30, 1974)       $75, 660 
Atlanta Employment Evaluation and Service Center (prior to 

June 30, 1974)        156,818 
Cheerhaven Schools, Inc. (prior to June 30, 1974)         35, 596 
Cerebral Palsy Center of Atlanta (prior to June 30, 1974) _        21, 393 
Georgia Department of Offender Rehabilitation (prior to June 

30, 1974)       229, 548 

Total Federal funds (prior to June 30, 1974)       519, 015 

Renewal House, Inc. (see SRS-DF-27, second quarter 1976 grant 
award)    _.        65,200 

Forsvth County Dav Care Center (see SRS-DF-27, third quarter 
1976 grant award)         18,987 

Renewal House, Inc. (see SRS-DF-27, third quarter 1976 grant 
award)-..          52, 500 

Total          655, 702 

Paid social service claims: 
Atlanta School Board  3, 064, 810 
Atlanta Hou.sing Authority  319,860 
Atlanta Model Cities    90,853 
Georgia Department of Offender Rehabilitation  608, 249 
Gate Citv Day Care Association  182, 789 
DHR Division of Mental Health  897, 718 
DHR Division of Vocational Rehabilitation  907, 746 

Total (July 1, 1972 to Mar. 31, 1974) 6, 072, 025 
To the best of my knowledge and belief, each of these expenditures is evidenced 

by appropriate accounting of fiscal records of the State of Georgia and represents 
expenditures actually incurred. Supporting documentation showing the method 
for calculating the amount of the claims is available in the possession of the State. 

W. DOUGLAS SKKLTON, M.D. 
Committioner, Georgia Department of Human Resource*. 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and tha 
State of Georgia ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted by the State to have 
been provided (or incurred) under a state plan pursuant to Title I, IV, VI, X. 
XIV, or XVI of the Social Security Act (referred to in this agreement as "social 
services claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $655,702.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). In addition, the State has received and presently 
holds $6,072,025.00 in Federal funds representing "social services claims," the 
payment of which has been questioned by the Department and as to which formal 
steps have been initiated to recover the funds (these are referred to in this agree- 
ment as "paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(o) AH pending administrative proceedings with respect to "paid claims" will 
be terminated. No new proceedings will be initiated with respect to "social 
services claims" and no further effort will be undertaken to recover any amount 
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paid prior to April 1, 1977, or pursuant to this agreement, with respect to any 
"social services claims" as defined above. 

(5) The State shall not be entitled to any additional reimbursement for any 
expenditure described in paragraph 1 above, except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims not 
yet submitted, and the State will make no additional claim for reimbursement for 
such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $249,166.76. 
The Secretary of the Department will certify this amount to the Secretary of the 
Treasury for payment upon request of the State following the enactment of ap- 
propriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

" (6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not 1 e used in any way by either party to the prejudice of the rights of 
the other. 

W. DOUGLAS SKELTON, M.D. 
(For the State of Georgia). 

THE UNDER SECRETARY OF HEALTH, 
EDUCATION, AND WELFARE, 

Waahinglon, D.C. 
Hon. GEORGE E. DANIELSON, 
Chairman, House Judiciary Subcommittee on Administrative Law, Houte of Repre- 

sentatives, Washington, D.C. 
DEAR MR. CHAIRMAN: At the March 8 Subcommittee hearing, several questions 

were raised with regard to the bill that is currently before you for the resolution 
of all pre-title XX social service claims under the Social Security Act (H.R. 10101). 
Enclosed are responses to each of the inquiries directed to us for reph'. 

Set out in enclosures to this letter arc: (1) a list of all pending civil actions and 
administrative disputes between the Department and the States regarding pre- 
title XX social service claims (Tab 1); (2) a copy of each of the agreements 
entered into between the Department and the States detailing the terms of the 
settlement between the parties pending pas.sage of the bill (Tab 2); (3) a list that 
breaks down social service claims into pre and post June 30, 1972 periods (Tab 3)J 
(4) a description of the time frames within which States submit social service 
claims to the Department after the period during which the expenditure was 
incurred (Tab 4); and (.5) an indication of the relative amounts of the claims 
attributable to purchase from private versus public agencies (Tab .5). 

We appreciate this opportimity to provide the Subcommittee data it believes 
useful to a full understanding of the proposed legislation, and hope that the material 
you find enclosed is satisfactory to your purposes. 

If we can be of further assistance, do not hestitate to call upon us. 
Sincerely yours, 

EUGENE EIDENBERG, 
Deputy Under Secretary 

for Intergovernmental Affairs. 

PRE-TITLE XX SOCIAL SERVICE LITIGATION CURRENTLV PENDING 

(1) Maryland: Mason v. DeGeorge, el al. (U.S.D.C. D. Md.) Civil Action No. 
73-43fiN, amount: $2.') million. 

(2) Idaho: Idaho Department of Social Services v. U.S., el al (U.S.D.C. D. 
Idaho) Civil .\ction No. 1-73-23, amount: $1 million. 

(3) Michigan: Michigan v. Malherrs, (U.S.D.C. W.D. Mich.) Civil Action No. 
G-75-523, amount: $27 million. 

(4) Minnesota: .Minnesota v. Weinberger, (U.S.D.C. D. Minn.) Civil Actioa 
No. 4-73-139, amount: S4() million. 

(.5) .\rkansas; Ray v. Coster, el al., (U.S.D.C. E.D. Ark.) Civil Action No. 
LR-73-C-153, amount: S7.1 million. 

(G) Texas: To as State Department of Public Welfare v. .'\Iathews (U.S.D.C. C.A. 
5th Cir.), Civil Action No. 7.5-1053, amount; $92 million and Texas State Depart- 
ment of Public Welfare v. ^rathews (U.S.D.C. W.D. Texas), Civil Action No. 
A-76-CA-n8, amount: $34 million. 
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(7) Washington: Washington v. Weinberger, (U.S.D.C. W.D. Wash.) CivU 
Action No. 663-73C2, amount: $32.8 million. 

(8) Florida v. Malhewt, (U.S.D.C. D.C.) Civil Action No. 2173-73, amount: 
General guidelines applicable to claims litigated; no particular claims at issue. 

PHE-TITLB   XX   SOCIAL   SERVICE   ADMINISTRATIVE   HEARING 

In the Matter of the New York Plan Amendments (Docket No. SRS 75-1), 
amount: While technically only the validity of New York's plan amendments is 
being determined in this proceeding, there are in excess of $1.2 biUiou in social 
eervice claims that to some unknown extent hinge on the outcome. 

PRE-TITLE  XX  SOCIAL SERVICES CLAIMS CURRENTLY  UNDER RECONSIDERATION  BT 
THE  DEPARTMENT 

(1) Alabama—SS-AL7601 ($1,032,650 PD). 
(2) Alaska—SS-AK7601 ($705,873 PD). 
(3) Arizona—SS-AZ7401 ($3,867,998 PD) and SS-AZ7601 ($1,332,422 PD). 
(4) Arkansas—($3,835,883 (UNPD)) Court suit. 
(5) California—SS-CA7601 ($146,101 PD), SS-CA7602 ($550,991 PD), 

SS-CA7603 ($286,095), SS-CA7604 ($158,220), and SS-CA7605 ($346,110 PD). 
(6) Connecticut—SS-CT7501 ($39,916,762 (UNPD)) and SS-CT7502 (S9,- 

643,891: $8,782,731 (PD) $761,160 (UNPD)). 
(7) Florida—SS-FL7501 ($67,837,340: $29,102,938 (PD) $28,734,402 (UNPD)). 

•     Not listed—SS-FL7602 ($3,808,188 (UNPD)). 
(8) Georgia—SS-GA7.504 ($130,265 PD) SS-GA7602 ($18,987 UNPD), 

S&-GA7501 ($519,015 UNPD), SS-GA7503 ($6,072,025 PD), and SS-GA7601 
($117,700 UNPD). 

(9) Idaho—SS-ID7501 ($ No Specific Amount) SS-ID7601 (919,309 Disallow- 
ance upheld by Acting Administrator on  12/1.5/75). 

(10) IUinois^S-IL7501 ($8,320,860 UNPD), SS-IL7601 (2) ($5,767,365 
UNPD), SS-IL7603 ($1,314,816 UNPD), S8-IL6611 ($66,008,294 UNPD), 
SS-IL7606 ($188,433,576 PD), SS-IL7701 ($53,254 UNPD), SS-IL7605 (5,- 
831,095 UNPD), and SS-IL7702 ($99,389 UNPD). 

(11) Kentucky—SS-KY7601   ($2,358,983   PD). 
(12) Louisiana—SS-LA7502 ($16,579,546 PD) and SS-LA7701 ($101,000 PD). 
(13) Maine—SS-ME7601  ($2,198,997  UNPD). 
(14) Maryland—($24,753,829    Maryland   remand). 
(15) Massachusetts—SS-MA7601 ($142,407,431: $141,496,724 (UNPD), 

$910,707 (PD)). 
(16) Michigan—SS-MI7602 ($8,264,874: $442,787 (PD)), $7,822,087 (UNPD)), 

SS-MI7601 ($10,871,136 UNPD), SS-MI7603 ($1,353,069 UNPD), SS-MI7604 
($2,317,618 UNPD), SS-MI7605 ($830,416 UNPD). SS-MI7606 ($19,323,293t 
$5,524,390 (PD), $13,798,903 UNPD)), and $22,604,217 Disallowance upheld by 
Acting Administrator on 9/3/75. 

(17) Minnesota—SS-MN7704 ($2,138,919 UNPD), SS-MN7501 ($85,075,519- 
UNPD), SS-MN7701 ($3,307,374 UNPD), SS-MN7601 ($121,501 UNPD), 
SS-MN7602 ($1,509,463 UNPD), SS-MN7702 ($53.5,653 UNPD), SS-MN7703 
($2,287,104 UNPD), and ($3,255,499 UNPD). 

(25) Tennessee—SS-TN7501  ($479,089  PD),   SS-TN7601  ($3,890  UNPD). 
(26) Texas—(a) SS-TX7601 ($36,065,511: $34,771,647 (PD), $1,239,864 

(UNPD)), (6) ($92,731,245 UNPD)—Disallowance upheld by Acting Ad- 
ministrator 6/26/73. 

(27) Washington—SS-WA7601  ($5,581,294  PD),   Court  Suit  ($32,876,908- 
UNPD). 

(28) Wisconsin—SS-WI7201 ($60,391,000 UNPD), SS-WI7701 ($6,250,115 
PD), SS-WI7602 ($4,396,864 UNPD), and SS-WI7603 ($379,847 UNPD). 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Arkansas ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, 
with respect to services (and related administrative costs) asserted by the State to 
have been provided (or incurred) under a state plan pursuant to Title I, IV, VI, 
X, XIV, or XVI of the Social Security Act (referred to in this agreement as - 
"social service claims"). 
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(2) There are presently pending unpaid "social services claims" of the State 
in the total amount of $3,835,883.00 which have been deferred or disallowed or 
are otherwise unpaid as of the date of this agreement (these are referred to in 
this agreement as "unpaid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(a) No new proceedings will be initiated with respect to "social services claims" 
and no further effort will be undertaken to recover any amount paid prior to 
April 1. 1977, or pursuant to this agreement, with respect to any "social services 
claims   as defined above. 

(6) The State shall not be entitled to any additional reimbursement for any 
expenditure described in paragraph 1 above, except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims not 
yet submitted, and the State will make no additional claim for reimbursement for 
such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $2,224,812.14. 
The Secretary of the Department will certify tfiis amount to the Secretary of the 
Treasury for payment upon request of the State following the enactment of 
appropriate legislation. 

(4) Upon the enactment of legislation contemplated b}"^ this agreement, the 
Department and the State will take appropriate steps to inform any court in 
w^hich there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights 
of the other. 

DAVID PRTOR, 
(For the State of Arkansas). 

HALE CHAMPION 
(For the Department of Health, Education, and Welfare). 

CERTIFICATION 

I, Joseph V. Stewart, am currently Deputy Director, Department of Finance 
and Administration, State of Arkansas. During the period July 1, 1971, through 
June 30, 1972, I held this same position. In this capacity I was, and am, the 
deputy chief fiscal oflBcer for the State of Arkansas. 

Therefore, I, Joseph V. Stewart, do hereby certify that during fiscal year 1972 
agencies of the State of Arkansas which contracted with the Division of Social 
Services of the Arkansas Department of Social and Rehabilitative Services (now 
known as the Department of Human Services) verified expenditures totalling 
$5,114,511 for social services which they provided during fiscal year 1972. Based 
upon these expenditures, the Division of Social Services submitted in final revised 
form on December 8, 1972, its quarterly Statement of Expenses (SRS-OA-41) 
for the quarter ending September 30, 1972. This statement included a prior quarter 
adjustment for retroactive payment imder Titles IVA and XVI of the Social 
Security Act that increased the federal financial participation for the first quarter 
of fiscal year 1973 by $3,835,883 (which is 75 percent of the total expenditure 
figure for all the provider agencies set forth above). 

JoBBPH V. STEWART, 
Deputy Director, 

Dated: October 18, 1977. 
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CERTIFICATION 

1, JOSEPH V. STEV;ART  , Deputy Director  

of the Department of  Finance and Administration, State of 

Arkansas , hereby certify that the social services 

Claims of the State of Arkansas  that are the sub- 

ject of a settlement agreement with the United States 

Department of Health, Education, and Welfare are comprised 

of the following expenditures: 

See attached vouchers.. 

To the best of my knowledge and belief, each 

of these expenditures is evidenced by appropriate account- 

ing or fiscal records of the State of  Arkansas  and 

represents oxponditureo actually incurred. Supporting 

documentation showing the method for calculating the 

amount of the claims is available in the possession o£ 

the State. 

Date« October 18, 1977 
A/OSEPR V. STEWART 
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iT*TE or ARKANSAS 

ARKANSAS SOCIAL SERVICES 
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STATE OF ARKANSAS 
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STATf OF ARKANSAS g ^M* 

ARKANSAS SOCIAL bERVICES J*- ° 
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^       STATIi OF ARKANSAS 

ARKANSAS aOCIAL SERVICES JUN.30«?I| 
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STATE OF ARKANSAS 

ARKANSAS SOCIAL SERVICES 
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••Ml that aat« tccaum ha« M«« townrt corraci w>m eefi»l«aralian r«aM M 
*• aiai-cabia auta put«na»<A| an« 'iKai raw* and nf^tmont •« tna aubtaci. 
•VaCf. I hirtnar carUff mat atl raqmraa f«pport>n| Upara.  •Itae»a4 
V aOiar iijbitaMliaCMs iviaanca tfum baen cnaclMd by fA>« aflancy and  iMtfMI 
•atail atvparling a«*Mnca (w Uua accoAVl ara on  IIM tn mia ataAcy (or awdil 

matta 5y tMa a^a^cy taf viHch paywa^ itaa fwf Mamafva ba^ 
a»«wa»>a d>*co«nii aad atnar cradita. taal wen aim ti m cwnpttanea ••Rh 

and la wtMfl ifw p%a»a»ow» a«M tim>ta*iona ai  tiwWa  ii^iiaaia la tMa 
li**a Baa* H—had ar cartMtad ky tAa pai««.  WMI dataM ItcliaM 

raa attit liia i>HBiiiiiiri. attacnad, and that an wiimal papan and 

PUKCHAU  AND  DlSCNIPTlOM 

SI Welfare Assistance _se. 085 UU 3i.g87 §3- 

 yz^  
Title •if=1l    KKTBO 

TIIAMS.CCOC 

7/27/72 

ruNocooc 

GWP 

ACCNCTCOOC 

695 
ArrMWRIAHON   CMAJUCIUCOOC 

812 
VOUCHER p«a 

130? 
TOTM. 

31,987   83 

m OFFICE COPT 



68 

»T»7E Of ARKANSAS 

ARKANSAS SOCIAL SERVICES 

!•«•)• ant JMtfMU ii f«vM 

Coostiner Protection Division 
orfiee of Attorney General 
Justice Bulldins 
Little Rock,  Arkansas 72201 

uva 0** ccnizB 

1971-72 —raaraar 

^ OuEur»>ng Qt**m 

TO THt MiOrKM Of STATCi 
afucf iriOTm M KM vowcuar. • Mr<i«)r c«rt'«r ox* th« • 

t  tUla  pufCMunf tnO  > ica<  liwt  MM   r«cutal<an(  an  tM  MiDiW 
•••ncy. • h^tbar can>ty that Ht >««w.r(«  •vvpat<n| P««OTI.  MtMftM M Vx* 

•wuwn wm  p««*i«M'w and  iMi»i4i<«ftt  af *t»t««   •«••(•»••   to   (M* 

^ 

puacMAsc AND DcscMtrriON fttUM.. UCT.,' 
COM f" uMwrr 

1              KI Welfare Assistance 02 OSf Ull 375 oc 

1 
1 

• 

Title IV-A    RETRO 

- 
TRAHS^COOC 

 1 

DATC 

7/27/72 

FUNO COOC 1 ACCNCV COOC 

WP          695 
APPOOMUTIOM   C 

812 
MAJUCTCN COOC 

6 
VOuCMtB WO. 

1297 
1             IOT*t 

1        375 00 

a> OFFICE COPT 
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STATE OF ARKANSAS 

ARKANSAS SOCIAL SERVICES 

Ark. Sept. of Correction 
133 Stats Capitol 
Little hoc::,  ..rkansas 

M.3OVH      ;.33t/Z,0 

1971-72 
—maxfiBT- 

TD TH( AUOlTOR or TTATCi 
«• m« Mn«M «tnwn"i| «H«*r. or IH« •uln«r'tM »|wM. •! In* U*tt atancy WttfH on mn ^HJC 

im • *•••* KCSwnt Ou* DT "*• SUt« W Afa*nMl tor lerncM r«n«wM lo. C »wr«MlM n«M« by tN* aii 
»•«• l*»1 M-a •ccewni n*( ^MI i^i^tf cttrrod wilt caifoaralion (••»« I9 •" a)M**M« d'*c«ui>is tna 

t lur* pijrcnai>'<t and luca' ia*i I'M) r«cui*l'«ni on <'<• suDfOCI. and >• (nlnm tn« on 
n« eart.ty tnal (ii rMiu.rrt iti»»on'r| 04Mri. anatMd fo th>» *«ueh«#. fk«*« M«n furmi 

ilini •*>««nc« tva*« bMt cn«cJ>M l>v |fi>t tfancy •M Wwna I* •<»• nUi 
tfaUd aM»»art.wi ««<a«nca tar tAit accouM ar« an M« •» tfua afncv *" au^* fl«>»»iii 

I tMKVftr c*rt.*r (hat  tM  amttunl  »•<  awl  ll«r*<M 
<gr vritcn pairmaiM R«a not nania^aia b««M 
cr«4.M irul Hien cratm >t tn tomelianca »t>t 

W ant) liinriation* o« rumlt ava.iaOM t« tnit 
or c«rt'«>«ri Or <^* par**- <"•* <>aU>l liO>«ta 

•n« OMM   •*>  •Ktfti  Untn and 

fVRCMAH ANO  BtlCHlPTlON 
1.0. 

iEnr 
NO, 5«M 

AMOUMT 

El Volfaro Assistance                                 02 08? Ull W*8,851 7? 

• 

Title IV-A    HETM            ?'-? Vo'if' 

pj               '     «(i,?r?.?? _ _ 
tMTC 

7/27/72 
ri'NDCOOC 1 asCNCTCOOC 

c'.;p        695 
APFfKVlllM.ON   C 

812 
H»l»ACTt» coot 

6 
VOl«MfH«0.         "           TOTAL 

1299        |V,3,851    75 

a) OFFICE COPT 
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STATE OF AUKANrrj   •                                          mo 

ARKANSAS SOCIAL SERVICES                         **•" Own 
C-G 3132 

1971-72 

HafM and AddroH a« ftraa 

Juvenile Service Division 
k02 Capitol Hill Building 
Little hock, .U-kansas 72201 

QT)%-.MC. 
•• 

'            UiWu.j AnUr 

kau 
an« 

TO TMC AUDITOK Of »7»tl, 
«• OM Mf<«M aiMwr«<n| Mf>cv. Or Ift luIt^Lied •••nl. ^ UM  ItM* aflMcy |Ao«n M IM» twaclMr. 1 h«r«v otrbtf that HM •mMi'M Mt wM ka 

t» • t»t>l •ctftuni du* Dy tn* SUM or Afumas Mr MrviCM rnvMrdd U. V pwrcfia*««   in«M By  f*'*   •••"Cv   ta*   affMn   Hymanl   M«   not   M«ra«o*l>« 
IMM: Ifxl u>d vccount nil MWI found aoKl -iiri conu«wal«n (.ixn U all aiiowabia drKMmn and altw cro4<(v Ihat tucn c'aim ii in conwt.anc* 
IfM appi.ut>l« »Ui* ourtiii.nf and I.K*!  u*t *fw] («|ui»lw» on ti*« tubiact   ana   <« •^tn.n   IXa   p«writ«n«   •«>«  l.m.|at«n»  of   tunOt   ava-iMMa   M 
•jiwcy. 1 fwrlMK iVt'Tj Ihal til raquirott tuooorting piap«ra. acucAad lo ttw* vattcl>or,  Aava boan lwm<Viad or  urtihad  tor tha   paraa.   ifwt   data.!   itc 
•r Mhar »ub«tantiti<nc •"Oanea M»a  bawi  eha«M« By ttwa afoncy antf IMM In a«roa •>lh t»a tiatwnantt ana>;fi««. BM  thai  Mi  O>««MI«I  M»« 

puNCMAsc JWD oescm^Kw 
"^-• MO COM ti",         "««"     1 

'              KI Welfare ;isslstance                                 02 085 Vll 30.372 83 
- . --." J 

-   • •.      - 

•   - 
' 

S 

• 

Title IV-A    RETRO .. / ' •• 

- 
1 (UN S. coot 

7/27/72 
FUNO coot 

GUP 
ACCnCT cooc 

695 
dffROPHIATlON   C 

812 
M»«ACTC» coot 

6 
VOUCMtR NO 

1301 
TOTfcl 

30,372 83 

m OFFICE COPY •'•   ( 
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tTATt OF ARKANSAS 

ARKANSAS SOCIAL SERVICES 

Arkansas Alcohol .'.buse Prograa 
Sxjlte 202, 1515 Euildlng 
Llttl9 Bock,  ..rkansas 72202 

jW.30«ni 

WAHAMT MS! 

-FCBO-vca— 

X tltewMAf 6mtm~ 

10 TMC MJOTRM OT STATE. 

M • l^a> MCM/n) «w« Dv tH« SUI* •> ArkftAia* tor  MrmcM  KWd«f« U. W purcAavM   i*t*M  Bv   tHrt   lliwcir   (ar   wtbcti   MynMM    nat   fiM    HlHtBiOf   1M**! 

»•  •»»•<• W*  WIK  PurdMiil  •»«  l.*CW  Wwt  and  «twl»t«*«  •«  IM  luOiWrL   (M   ^  vlO.n   IM   »«*<•.•»•   and   l<i«.tM>M»l   M   Mn««   a"*.!**!*   U   WM 

W mem  »wO«t«M.«(.n(   r*-d«nc«  M««  B«»«  CMckM  bf  «"'»   •f»«<T  •^   «"*"«  '•  "f^  •"»   "^   —'•'«ii"«   »tUO<a*.   •««  oxt   Wt   tfvntt   Mparm   Ml* 

(                                                                   nfHCMASe  AHO  OCSCftlFTION im.         »o. ;;j",-   1             MMunr 

KI l»elfare Assistance                                 02 035 uu it.MA 59 
1     ..                                                                          •     -    ' 

-       .   . 

IlUe IV=*    HETBO ^.. 

TMni.cooc curt 

7/27/72 

ruNO CODE 

GWP 

AOCNCY COOC 

695 8X2 6 
VOUCMCK NO. 

1300 
TOT«. 

59 

/ . ^ . -". ' .-       .-» 
0) OFFICE COFT 
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STATE OF ARKANSAS 

ARKANSAS SOCIAL SERVICES 

ftanw and MI)'«H O* f&ytt 

Ark. Veterans Child '.lelfare Cervlca 
lUlJ l.est 7th Street 
Little iiock,  «rlcanss3 

JM.30ST2 
43?^.GS 

-raarviar- 

' Otlfbwrvni OfTic* 

TO THE AUOtTOn Or STATE: 
Ai tM b«narO aiU>u(«>nc af<*c«', or hii •utrierucd •••»(. or I'M tUlaaioncr inov'n »n tni« •vwcnv. t tar«07 c«rt>t|r tMt \r^ tn 

a • l«gM «ctouni Oua b| tna SUt* et VK«nM» (or ierv<c4i renotivd to. or purcrtntti rnsd* by lhi« agrncy for wn.cA Mrmani K*f i 
mtt>i Uwl ((/d accouni n»% baan louna corraEI *<tn canuoaratron (»vn t« aii aitoovbla ditcounti tna oirvar crM>i»: Ihal lucn eiarm ii tn cornpiiaAca mtn 
tM *M«aoia (UW pu'cnat>fi| and Men Uw« afwi resuiabom en ma MD;*CL tnO t% Bilhin tna prov.tiqni ana iim>lal<«n( of Uitdt aroiabla M |t<>( 
•(•ncy. I turincr earlitv tnat •» 'aqu-raa tuopo/l-ng papcr». atlacrtai) u tn>tvDucnar. Mva M«n furniUi«tf or ccr1if>M by IK« oayvi*. Ittal MrU>l tiCMIs 
or antar auMTantiaimg •moanea ^aw b««n cnackcd b/ in<* atincv and touno la ape* •il'i it** itatcmanti altAcnM, tna tbat an ari(inai papare and 
Mta>l uipperiini moanca tar tnit account afa en l-la •" ln>a aftnci* *er audit purpoMk 

njROlASC ANO  DESCRrmON 
NO. 

»ttv»Jtx«~o 
KO.       CMC MT     ' 

MMUMT 

El Ualfore Assistance                         -       02 085 ifll 10,>«07 >»3 
";.   - -   - - — 

-^ 
TlUe U-A    R2TR0 

TRAM ». COOS 0*TE 

7/27/72 

FUMDCOOC 

O'WP 

ASCNCV coot 

695 812 
MARACTCR OOOC 

6 
yDUCMUNO. 

1307 10,1*07 wa 

m OFFICE COPY 
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STATE OF ARKANSAS 

ARKANSAS SOC.AL SERVICES J*.3 Qt(ft> C3 3.-34 

Ark. Veterans Child V>'ol 
IWIS V.est 7tJi 
Z.ittlQ hocic,  ..rkansas 

TBXa Service 
1971-72 

—nibi. <(iUi' 

.£A5^ 
TO TMC AlAITO* or S7*Tt                                                                                                                                                                                                                                                              j 

Aa tn» baMm* e<Mw<vn« 0««»f. « *>'t »*atm<tM •«»<. •# U*« tUlBacancr l»w" •" tn.i vrntcMr. 1 hcraOr e^'hr thrt tlw •mMnt Ml Ml hw«Mi 
It • !•«•• ateowni Eiu« ey tK* State of AthanM* »o» l«f»i«« nnOarttf ts, or pwUiaMt   fnaO* tj   in.a   aivncy   t#f  •rirfh   ^aynwnt   oat   nol   haraWfra   »aan 
iMOa- IMi •a'Q accogAi «a» Men toonfl coracl —tn «»%».g«ial>»n r»«n 10 all ai>o«»wa a.»«n.n(i a•» olfwr uml.lt: |^«t i»cn cwim .a 1" c«<«pt.anea mUt 
Uw •99i>c«b*a uala DVCMVflf ana t>ica> taw* ano r*^'at,ana »n ti>« awbiaet.   and   >• o-trwi   tna   previtiona  atM   Nnviationa  «0   lunda   a«a>iaM«  la  IMa 

^                                                                 rUKCMASE   W»0  OCSCRl»nir>N 
«0. NO.     cooi 1    My   H              ~~*"             1 

SI Ceirore Assistance                                 02 085 ••11 3,096 00 

i 

i 
Titlo IV-A    RETira 

] 

VIWM.COOC DMTt 

7/27/72 
nmo cooc   ACCNCT cooe 

GWP        695 812 
MAMCTUCOOC 

6 
VOuCHtH NO.         ij           TOTAL 

130k         1     3,096 00 

(l)Cf TICE COPY 
1 
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STATE CF ARKANSAS 

ARKANSAS SOCIAL SERVICES 
-WLSO 

(Umtal Retardatlon-Uev. Dlsab. Sarv. 
;^rk. l)«nt.  of Joe. £ Hehab.  Serrice 
?rorosslonal. Bldg.,  I3th & iiaple Sta 
Uortb Llttla book I  Atiunsas i^?^:^ 

V 

033725 

1971-72 

/-\   »  tN t. 

7 BBSS^rSniStf 

TO Tfft AUDITOR or ITATli 
M t^* MfMwd AMwMMf •!*«». or n** MMMtiaatf aoML d Ui* mwumn Mww •• Itai « 

M a Mt^ AccowM «iM br t>M St«ta «f «#«««»• *M Mmcw ««»o«i«« to. •* pavchMM  >n*«« br tMi 

HW •>»*n>C»  fUCa  awfOaiMni  •»«  tt«cM  >*«1 •»«  r««ul«IMni  on  tti«  litiblWt.   •»«   •«  •nttWi   ON 
miiri    I *i>rt)Mr cart.t)r t>M ••! rTCtcfwri Mvwwt.na pa»ar^ aKachad la UH» mwchw.  ha*a M 
•r atta* M»ttant>a<"ia aw—wca *-v— Man cnackaa ay tftt atanfir an« Maaii IA air«a MW 

=   ! 
I Dr <M p«y*^ mat oaiwi McMti 

'                                                         MJKCHAU  WtO OlSCRimOH »a COM          >«Y 
AMOUNT 

a Welfare /.sslstanee                               02 085 »H1 
• 

L,650,697 >»6. 
'  •-•   •; 

-•-. • - 

,-.. 

, 

Title IV-A    RSIEO           ??/, 37" !'" 

/.,                       '•"••/?/'.-, 5A 
TaANl.COOC D*tt 

7/28/72 
fVNOCOOC 

GWP 695 B12 
MMUCTUCOOC 

6 
VOUCMCN NO. 

13U 1,650,697 ue 

0) OmCE COFT 
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trm OF ARKANSAS 
ARKANSAS SOCIAL SERVICES 

»rlc. Hental Koalth Servlees 
•iTkansas ^tate Hospital 
'•313 West ilarlchao street 
Little Rock,  Arkansas 72201 

J*-3 QfjdSl 

 SBBBBTTBir 

—raoantai- 

(R.\^.\V.\-^ 
OM»ursln« Offiem 

ID THI MiOrTDW or STATCi 

: M • >«««i Kcount On* Or tn« SUM cil Arkanta* Mr Mr*i«am rtnoarma W, or purtnMM   mAM  tri   mil 
, —tfi Ittal u>tf KCAuni nti M«n FMind comet ii~tn conxdwMion (MWM IO ai> •lUHMbia OiKounN 
j •• »opi>c*DM tuta pw«A«»in| «f<« fiscal iav« a^tf rCfuiatiBni »n ttia uiDioct.   ana   •« untnin   ma 
j Bginri    I ftirlnar tartify tnat au r*gu<ra4 uvosrtinc pap«'*> atlacnM to m>t touctMr.  na«« taan I 

I      •*«• atiMsrUng vvioanea Mr tfu< aecttwol ar« on tiM •» Diw a«*ncy la* Midil XO—1. 

••MC**^. I n*r«»l C«rtlty tl«M lh« amaunt Mt awl K 

iwwwtiQni and linutations a* t\in«t awaalat 
• mimd ar cartrfMd by UM par**, tntt t¥ 
MM—••ni* attactMd. MM irtal aM MicMMl • 

NO, 5?o| -^ AMOUNT 

Q Uelfare Assistance                      .-.        02 03? Wll L.iiW.igc ?6 
.       •-. 

1 

•     • • 

- 

Iltlo IV-A    BETHO          J/>.ofX.1f ...r. 
y-jz.              'V ,'77 ?/ 

TIUIU.COX 

7/28/72 
ruNo cooc 

GViP 695 
APmoraiATKM W 

812 
MUUCtOICOOC 

6 
WUCHEflNa 

1310 
TOTaL 

1,11>»,19(    9< 

m OFFICE con 
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STATE OF ARK.«N5AS 

ARKANSAS SOCIAL SERVICES 
kttiao «7? ^0 0>^   ^jy 

Nwnt •«« M«MM M P.V.*                                                             1 

Westark Jonnunlty Collejs 
P.O. nox 36^7 
Fort Salth, ..rkansas 72901 

IVAMIANf NA. 

1971-72 

fi \^ \i}- 
TD TMB AUOITOH OF STATE. 

As tha bonOM a>s»wrtinc •ff<Mr, or hn  •ultiorinM ac«nl.  »l th<  kt>I« inner I 
M • UfW •c^Mnl au« br IK* 5l«t* et Ark«ns<s for Mrvicvt randerad lo. or puicnj^ai 
•»*Mi tri«l U>a •ceounl n*i b»«n Mund correct antn conti«crit>«n fivtn le all atio*>«i 
OM apptaMbW tut* eurcAJvnf and f^icai law* and r«iutal>«n» en tn« tutii«<L and 
fill I turtMr carftfr '*"' aU raquitM lupcorlini papari. ittachM t» Ihii voiKMf, 

tattnc md«nc« !<•«• ba*n cNackad by ini« agmnejl ma fou'ia lo aj 
tnc avioanea (or inia aecowni ar« en Ma in t^>« atancji Mr auOii 

Dttburunc Otticar 

rarn on tl\i» votKlMr, I ficraOr corlihr tnat tnt amount •«! out Ma*0** 
ado bj thi» aioncy for wnicn pajfmeni h»* nol Mroie'o'* too" 
t diKOunli ana gthar cr*a-lt. I^al lucli eta>m it.n cametionca •nil 

wiinm It* onnnuens and litn>tat>ont e< *una% ara>'ao«B to tlu( 
U*o bo«n rwrrt'Vtod or cen<l>ctf Oy !•>• payac. tnat OMarf M»«U 
>• mW  Iha UatonianU at(acf<«d, and ntM  Ml  O'lX'nal  paMrs sM 

M^RCMASt   AND   DtSCBIFTIOh tNCUMB. 
NO, 

ACTvr. 
HO, com        "' 

AMOUNT 

EX Welfare Assistance 02 085 Ull 22,377 2f* 
- 

• 

Title IV-A    RETRO      ^ 

nuns, cooc          |        DAI'E 

1 7/28/72 
FUND race 

G'A'P 

ACCNCVCODE 

695 
APpnOl^lATlOM 

812 
MARACTtR COOC 

6 
VOUCHtR HO. 

1309 
TOTAL 

22,377 3W 

0) OFRCE COPY 
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STXTC or •ltti»y:Ji5 
JttMNSAS SOCIAL SERVICES 'jBLSOWtfl ^ijTSS 

fSillll?« Cantr Ca—sEity Collets 
Coarssiitj ierrliis 31visloa 
Itelesa, j^fznus 

vm-n 

.•^ t, 
fc\^^^--fc 

I Ti« MiorQB cr ir^rfc 

IT. 

!__].__: 1 
a ValTare ^sistacca                               OS -Wtol        ^ 6«»,U9  *5 

j 
• i 

1 
1 

nti. rr-i   tzr.u     ^3,L'f^ti . 
//    v// •» ^2. i 1 

1 7/2a/72J aff 695 812 « 
VMOWML' 

13CS A,119 |6y 

T4 4 
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AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Connecticut ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted by the State to have 
been provided (or incurred) under a state plan pursuant to Title I, IV, VI, X, XIV, 
or XVI of the Social Security Act (referred to in this agreement as "social 
services claims"). 

(2) There are presently pending unpaid "social services claims" of the State 
in the total amount of $38,841,880.00 which have been deferred or disallowed or 
are otherwise unpaid as of the date of this agreement (these are referred to in this- 
agreement as "unpaid claims"). In addition, the State has received and presently 
holds S6,016,69.'?.00 in federal funds representing "social services claims," the 
payment of which has been questioned by the Department and as to which formal 
steps have been initiated to recover the funds (these are referred to in this agree- 
ment as "paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims,"^ 
the Department and the State agree as follows: 

(o) AH pending administrative proceedings with respect to "paid claims" will 
be terminated.  No new proceedings will be initiated with respect to  "social 
services claims" and no further effort will be undertaken to recover any amount 
paid prior to April 1, 1977, or pursuant to this agreement, with respect to any 

social service claims" as defined above. 
(6) The State shall not be entitled to any additional reimbursement for any 

expenditure described in paragraph 1 above, except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims not 
yet submitted, and the State will make no additional claim for reimbursement for 
such expenditures except as permitted bv such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $22,528,290.40. 
The Secretary of the Department will certify this amount to the Secretary of the 
Trea.sury for payment upon request of the State following the enactment of 
appropriate legislation. 
. (4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over "social services claims" of this agreement 
And the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights of 
the other. 

EDWAKD W. MAHBR, 
Commissioner, Department of Social Services, 

(For the State of Connecticut). 
HALE CHAMPION, 

(For the Department of Health, Education, and Welfare). 
Dated: October 18, 1977. 

CERTIFICATION  A3  TO  COMPROMISE  OP  DISPUTED  CLAIM 

Pursuant to the provisions of Section 3-7 of the Connecticut General Statutes, 
and on recommendation of the Attorney General of the State of Connecticut, I 
authorize Edward Maher, Commissioner of the Department of Social Services for 
the State of Connecticut, to settle the cliiim of the Department of Soci.il Services 
against the Department of Health, Education and Welfare pursuant to the attached 
Agreement of six (6) numl)ercd paragraph dated October 18, 1977, to be signed 
by him as my authorized representative and by an authorized representative of 
the Department of Health, Education and Welfare. 

ELLA GRASSO, Governor. 
Dated: October 18, 1977. 

CERTIFICATION 

I, Edward ^faher, Commissioner of the Department of Social Services, State of 
Connecticut, hereby certify that the social services claims of the State of Connecticut 
that are the subject of a settlement agreement with the United States Department 
of Health, Education, and Welfare are comprised of the following expenditures: 
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Department of Mental Health (10/1/71-12/31/72) $18,019,931 Unpaid. 
Department of Mental Retardation (10/1/71-12/31/72) $7,437,814 Unapid. 
Commission on Adult Probation (10/1/71-12/31/72) $008,083 Unpaid. 
Deoartment of Correction (10/1/71-12/31/72) $031,238 Unpaid. 
Department of Children and Youth Services (10/1/71-12/31/72) $3,378,340 

Unpaid. 
Department of Community Affairs (10/1/71-12/31/72) $3,030,925 Unpaid. 
Department of Health (10/1/71-9/30/72) $111,017 Unpaid. 
Board of Education and Services to the Blind (10/1/71-9/30/72) $192,511 

Unpaid. 
Retirement Afljustment for Above (10/1/71-12/31/72) $037,612 Unpaid. 
Services in Child Caring Institutions (7/1/7O-9/30/72) 82,760,039 Unpaid. 
Services in Child Caring Institutions (1/1/75-3/31/75) $761,100 Unpaid. 
Services in Child Caring Institutions and Total Unpaid Claim (10/1/72-12/31/ 

74) $38,841,880; (4/1/75-0/30/75) $6,016,693 Paid; Total Paid and Unpaid 
Claims $44,858,573. 

To the best of my knowledge and belief, each of these expenditures is evidenced 
by appropriate accounting or fiscal records of the State of Connecticut and repre- 
sents expenditures actually incurred. Supporting documentation showing the 
method for calculating the amount of the claims is available in the possession of 
the State. 

EDW.\RD W. MAUER. 
Dated: October 18, 1977. 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Florida ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative cost«) asserted by the State to have 
been provided (or incurred) under a state plan pursuant to Title I, IV, VI, X, XIV, 
or XVI of the Social Security Act (referred to in this agreement as "social services 
claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $28,734,402.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). In addition, the State has received and presently 
holds $29,102,938.00 in federal funds representing "social services claims," the 
payment of which has been questioned by the Department and as to which 
formal steps have been initi.ated to recover the funds (these are referred to in this 
agreement as "paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(o) All pending administrative proceedings with respect to "paid claims" will be 
terminated. No new proceedings will be initiated with respect to "social services 
claims" and no further effort will be undertaken to recover any amount paid 
prior to April 1, 1977, or pursuant to this agreement, with respect to any "social 
services claims" as defined above. 

(6) The State shall not be entitled to any additional reimbursement for any 
expenditure described in paragraph 1 above, except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims not 
yet submitted, and the State will make no additional claim for reimbursement for 
such expenditures except as permitted by such legislation. nti 

(c) All "unpaid claims" shall be settled by payment of the sum of $10,919,072.76. 
The Secretary of the Department will certify this amoimt to the Secretary of the 
Treasury for payment upon request of the State following the enactment of 
appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in which 
there is pending litigation over "social services claims" of this agreement and the 
legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 
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(6) If the legislation contemplated by this agreement is not enacted, the agree- 

ment will not be used in any way by either party to the prejudice of the rights 
of the other. 

RECBIN ASKEW 
(For the State of Florida). 

HALE CHAMPION 
(For the Department of Health, Education, and Welfare). 

Dated: October —, 1977. 
CERTIFICATION 

I, William J. Page, Jr., Secretary of the Department of Health and Rehabilita- 
tive Services, State of Florida, hereby certify that the social services claims of 
the State of Florida that are the subject of a settlement agreement with the 
United States Department of Health, Education, and Welfare are comprised 
of the following expenditures: Attachment A.—Paid Claims and Attachment B— 
Unpaid Claims. 

To the best of my knowledge and belief, each of these expenditures is evidenced 
by appropriate accounting or iiscal records of the State of Florida and represents 
expenditur&s acutally incurred. Supporting documentation showing the method 
for calculating the amount of the claims is available in the possession of the 
State. 

WILLIAM J. PAGE, Jr. 
(Attachment A) 

PAID CLAIMS 

Department or aubject and period .Amount 
Division of Health (July 1971-June 1972)   $1, 105, 789. 78 
Division of Vocational Rehabilitation (July 1971-June 1972): 

Bureau of Blind  46,074. 00 
Bureau of Crippled Children    487, 152. 00 

Division of Corrections (July 1971-June 1972)  369, 441. 00 
Division of Retardation: 

Grant-In-Aid to ARC's (July 1971-June 1972)  875, 667. 22 
Day Care Centers (July 1971-May 1972  242, 318. 84 
Regional Center—St .Petersburg (July 1971-June 1972)... 177, 877. 00 
Regional Center—Jack.sonville (July 1971-June 1972)  80, 25.5. 00 
Sunland Hospital—Tallahassee (July 1971-June 1972)  418, 981. 00 
Sunland Hospital—Orlando (July 1971-June 1972)  39, 038. 00 
Sunland Training Centers: 

Marianna (July 1971-June 1972)    213, 318. 00 
Gainesville (July 1971-June 1972)  243, 760. 69 
Fort Meyers (July 1971-June 1972)   442, 355. 00 
Miami (July 1971-June 1972)  1,852,708.00 

Division of Youth Services: 
Bureau of Field Services (January 1971-September 1972).. 2, 157, 185. 03 
Bureau of Group Treatment (July 1971-June 1972).  06, 166. 65 
Bureau of Training Schools: 

Marianna (Julv 1971-August 1972)  169, 475. 08 
Okeochobee (.July 1971-August 1972)   272, 79.3. 57 
Ocala (July 1971-Augu.st 1972)  158,89.5.90 
Trenton (July 1971-August 1972)  198,028.83 

Bureau of Community Services (July 1971-June 1972)  31, 829. 57 
Division of Mental Health: 

General Office Administration (July 1971-AugU8t 1972)... 371, 980. 53 
Bureau of Community Mental Health Centers (July 1971- 

September 1972) _   _  6,275,922.67 
Central Office Administration (July 1971-August 1972)  444, 024. 80 
Bureau  of  Alcoholic   Rehabilitation   (July   1971-August 

1972    555, 860. 83 
Bureai  of Mental Institutions: 

Florida State Hospital (July 1971-AugU8t 1972)  4, 950, 544. 38 
North East Florida State Hospital (July 1971-August 

1972)  2,872, 112.26 
South Florida State Hospital (July 1971-Augu8t 1972) . 3, 314, 881. 30 
G.   Pierce   Wood   Memorial   Hospital   (July   1971- 

August 1972)     2, 609, 657. 85 

Total  ' 31, 044, 094. 78 
• $1,941,160 has been resolved bj agreement with the i«sional office, leaTing a balance 

In dUpute of $29,102,938. 
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(Attachment B) 

UNPAID  CLAIMS 
Diviaion  and period Amount 

Vocational rehnbilitation (Julv 1972-June 1973)       $224, 215. 00 
Children's Medical Services (July 1973-June 1974)          340, 377. GO 

Mental Health: 
(July 1972-June 1973)        3,841,871.00 
(July 1973-June 1974)    10,392,390.00 

Total  14, 234, 261. 00 

Youth Services: 
(July 1972-June 1973)       1, 739, 810. 00 
(July 1973-June 1974)     3,596,662.00 

Total         5,336,472.00 

Retardation: 
(July 1972-June 1973) —      2,9.52,209.00 
(July 1973-June 1974)     5, 646, 868. 00 

Total       8,599,077.00 

Total     28, 734, 402. 00 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Georgia ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, 
with respect to services (and related administrative costs) asserted by the State 
to have been provided (or incurred) under a state plan pursuant to Title I, VI, 
X, XIV, or XVI of the Social Security Act (referred to in this agreement as 
"social  services  claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $655,702.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). In addition, the State has received and presently 
holds $6,072,025.00 in federal funds representing "social services claims," the 
payment of which has been questioned by the Department and as to which formal 
steps have been initiated to recover the funds (these are referred to in this agree- 
ment as "paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Departmet and the State agree as follows: 

(a)  All pending administrative proceedings with respect to "paid claims" 
will be terminated. No new proceedings will be initiated with respect to "social 
services claims" and no further effort will be undertaken to recover any amount 
paid prior to April 1, 1977, or pursuant to this agreement, with respect to any 
'social services claims" as defined above. 

(6) The State shall not be entitled to any additional reimbursement for any 
expenditure described in paragraph 1 above, except as provided by this agree- 
ment and by the legislation comtem plated by this agreement with respect to 
claims not yet submitted, and the State will make no additional claim for re- 
imbursement for such expenditures except as permitted  by such legislation. 

(c) All "unpaid claims" shall be settled liy payment of the sum of $249,166.76. 
The Secretary of the Department will certify this amount to the Secretary of 
the Treasury for payment upon request of the State following the enactment 
of appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State wUl take appropriate steps to inform any court in 
which there is pending litigation over "social services claims" of this agreement and 
the legislation  enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 
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(6) If the legislution contemplnted b)' this agreement is not enacted, the agree- 

ment will not be used in any way by either party to the prejudice of the rights of 
the other. 

W. DOUGLAS SKELTON, M.D. 
(For the State of Georgia). 

HALE CHAMPION 
(For the Department of Health, Education, and Welfare.) 

Dated: October     , 1977. 
CERTIFICATION 

I, W. Douglas Sltelton, M.D., Commi.ssioner of the Department of Human Re- 
sources, State of Georgia, hereby certify that the social services claims of the State 
of Georgia, that are the subject of a settlement agreement with the United States 
Department of Health, Education, and Welfare are comprised of the following 
expenditures: 
Unpaid social service claims: 

Atlanta Public School Systems (prior to June 30, 1974)       $75, 660 
Atlanta Employment Evaluation and Service Center (prior to 

June 30, 1974)     _      156,818 
Cheerhaven Schools, Inc. (prior to June 30, 1974)         35, 596 
Cerebral Palsy Center of Atlanta (prior to June 30, 1974)         21, 393 
Georgia Department of Offender Rehabilitation (prior to June 30, 

1974)       229,548 

Total Federal funds (prior to June 30, 1974)       519,015 

Renewal House,  Inc. (see SRS-DF-27,  second quarter  1976 
grant award)         65, 200 

Forsyth County Bay Care Center (see SRS-DF-27, third quarter 
1976 grant award)         18, 987 

Renewal House, Inc. (see SRS-DF-27, third quarter 1976 grant 
award)         52,500 

Total         655, 702 

Paid .social service claims: 
Atlanta School Board  3, 064, 810 
Atlanta Housing Authority  319, 860 
Atlanta Model Cities  90, 853 
Georgia Department of Offender Rehabilitation  608, 249 
Gate City Day Care As.sociation  182, 789 
DHR Division of Mental Health  897, 718 
DHR Division of Vocational Rehabilitation   907, 746 

Total (July 1, 1972 to Mar. 31, 1974) 0, 072, 025 

To the best of my knowledge and belief, each of these expenditures is e\'idenced 
by appropriate accounting of fiscal records of the State of Georgia and represents 
expenditures actually incurred. Supporting documentation showing the method 
for caloul.iting the amount of the claims is available in the possession of the State. 

Date: October 24, 1977. 
W. DOUGLAS SKELTON, M.D., 

Commissioner, 
(Georgia Department of Human Resources). 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Idaho ("State") .agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted by the State to have 
provided (or incurred) under a state plan pursuant to Title I, IV, VI, X, XIV, or 
XVI of the Social Security Act (referred to in this agreement as "social services 
claims"). 
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(2) There are presently ponding unpaid "social services claims" of the State in 
the total amount of $1,145,758.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(a) No new proceedings will be initiated with respect to "social services claims" 
and no further effort will be undertaken to recover any amount paid prior to 
April 1, 1977, or pursuant to this agreement, with respect to any "social services 
claims" as defined above. 

(ft) The State shall not be entitled to any additional reimbursement for any 
expenditure described in paragraph 1 above, except as provided l>y this agree- 
ment and by the legislation contemplated by this agreement with respect to claims 
not yet submitted, and the State will make no additional claim for reimburse- 
ment for such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $664,539.64. 
The Secretary of the Department will certify this amount to the Secretary of the 
Treasury for payment upon request of the State following the encatment of 
appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the htigation. 

(5) This entire agreement is subject to the enactment of appropriate legisla- 
tion In' the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights 
of the other. 

JOHN V. EVANS 
(For the State of Idaho). 

HALE CHAMPION 
(For the Department of Health, Education, and Welfare). 

Dated: October —, 1977. 
CERTIFICATION 

I, Milton G. Klein, Director of the Department of Health and Welfare, State of 
Itlaho, hereby certify that the social services claims of the State of Idaho that are 
the subject of a settlement agreement with the United States Department of 
Health, Education, and Welfare are comprised of the following expenditures. 
Social service contracts quarter ending (June 30, 1972)     $412, 831 
Social service contracts quarter ending (Sept. 30, 1972)       50(5, 477 
Child development center services quarter ending (Sept. 30, 1972)       226, 450 

1, 145, 758 
To the best of my knowledge and belief, each of these expenditures is evidenced 

by appropriate accounting or fiscal records of the State of Idaho and rejjresents 
expenditures actually incurred. Supporting documentation showing the method 
for calculating the amount of the claims is available in the possession of the State. 

MILTON G. KLEIN, 
AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Illinois ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for re- 
imbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted by the State to have 
provided (or incurred) under a state plan pursuant to Title I, IV, VI, X, XIV, or 
XVI of the Social Security Act (referred to in this agreement as "social services 
claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $87,295,284.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). In addition, the State has received and presently 
holds 8188,433,576.00 in federal funds representing "social services claim.s," the 
payment of which has been questioned by the Department and as to which formal 
steps have been initiated to recover the funds (those aj-e referred to in this agree- 
ment as "paid claims"). 
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(3) In order to conclude all disputes relating to the "social services claims," 

the Department and the State agree as follows: 
(a)   All  pending administrative proceedings  with respect to  "paid claims" 

will be terminated. No new proceedings will be initiated with respect to "social 
services claims" and no further effort will be undertaken to recover any amount 
paid prior to April 1, 1977, or pursuant to this agreement, with respect to any 

social services claims" as defined above. 
(6) The State shall not be entitled to any additional reimbursement for any 

expenditure described in paragraph 1 above, except as provided by this agree- 
ment and by the legislation contemplated by this agreement with respect to 
claims not yet submitted, and the State will make no additional claim for reim- 
bursement for such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of 
$32,053,349.40. The Secretary of the Department will certify this amount to 
the Secretary of the Treasury for payment upon request of the State following 
the enactment of appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights 
of the other. 

(For the State of lUionis). 
H.'iLE CHAMPION 

(For the Department of Health, Education, and Welfare). 
Dated: Octobei^—, 1977. 

CERTIFICATION 

I, Norman L. Ryan, Deputy Director for Financial Management of the Illinois 
Department of Public Aid, State of Illinois, hereby certifj' that the social services 
claims of the State of Illinois that are the subject of a settlement agreement with 
the United States Department of Health, Education, and Welfare are comprised 
of the following expenditures: 

Provider ogenciMJService identification 

Illinois Dept. of Public Aid and other agencies: 
AABD Social Services (claims exceeding the 90/10 Limita- PFP ot 

tion of P.L. 95-612) for Fiscal Year 1973 DHEW No. <»»«« 
SS-IL7501—Unpaid Claim      $8,320,860.00 

Illinois Department of Children and Family Services: 
Subsidized adoption services: 

For QE Sept. 30, 1975   246,328 
For fiscal year 1974  389,414 

Child advocacy/counseling for fiscal year 1974:  569, 527 
Herrick House residential treatment facility services, for 

fiscal year 1974 _.   109, 547 

DHEW No. SS-IL7603—Unpaid Claim        1,314,816.00 
Day care, furnished by Model Cities—Chicago Committee 

on Urban Opportunity (now City of Chicago Depart- 
ment of Human Service.*!): 

(DHEW No. SS-IL7602).   5,767,365 
(DHEWNo. SS-IL7702)   99,389 
(DHEW No. SS-IL7703)   18, 788 

MC-CCUO day care—Unpaid claim       5, 885, 542. 00 
Office of Superintendent of Public Instruction (now 

Illinois Office of Education), Adult Education and 
Training, fiscal years 1972-75: DHEW No. SS-IL7605— 
Unpaid claim        5,831,095.00 



85 

Illinois Department of Mental Health and Developmental Dis- 
abilities, Social Services: 

(a)   Services   purchased   during   Oct.   1.   1972   through 
Sept.   30,   1975   (DHEW   No.   SS-IL7611)—Unpaid        FFPatUsue 
claims...  $66, 008, 294. 00 

(6)   Services   purchased   during   Oct.   1,   1970  through 
Dec. 31, 1974 (DHEW No. SS-IL7606)—Paid claims.. 188, 433, 576. 00 

Total    275, 794, ISa 00 
Summary of disallowed claims for pre-October  1975 social 

services: 
Total of paid claims, disallowed subsequent to payment. 188, 433, 576. 00 
Total of unpaid claims: 

Disallowed prior to Jan. 1, 1977     87, 242, 430. 00 
Disallowed after Dec. 31, 1976    118, 177. 00 

Subtotal   275, 794, 183. 00 
Less:   Unresolved   difference   between   above   subtotal   and 

DHEW computation of September 1977...  (65, 323. 00) 

DHEW computation of DisaUowed FFP as of September 1977. 275, 728, 860. 00 
To the best of my knowledge and belief, each of these expenditures is evi- 

denced by appropriate accounting or fiscal records of the State of Illinois and 
represents expenditures actually incurred. Supporting documentation showing 
the method for calculating the amount of the claims is available in the possession 
of the State. 

NORMAN L. RTAN. 
Dated: October 12, 1977. 

Breakdown of Illinois Department of Mental Health and Developmental Disabilities 
unpaid social services claims for $66,008,S94 {Oct. 1, 1972-Sepl. 30, 1975) 

Date oj claim, and period of expenditures Amount 
June 4, 1973 (Oct. 1, 1972 to Dec. 31, 1972)        $660, 588 
May 7, 1975 (July 1, 1972 to June 30, 1973)      1, 102, 952 
May 7, 1975 (Jan. 1, 1975 to Mar. 31, 1975)   13, 124, 016 
August 12, 1975 (July 1, 1973 to June 30, 1974)   12, 419, 453 
August 12, 1975 (Apr. 1, 1975 to June 30, 1975)  14, 761, 679 
December 4, 1975 (July 1, 1975 to Sept. 30, 1975)  13, 975, 162 
May 11, 1976 (fiscal year 1975): 

Line 13, OA-41      19, 387, 075 
Line 10b, OA-41         (477, 658) 

Total claim..    74, 953, 267 
Amount paid      8, 944, 973 

Total unpaid claim     66,008,294 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and 
the State of Maine ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, 
with respect to services (and related administrative costs) asserted by the State 
to have been provided (or incurred) under a state plan pursuant to Title I, IV, 
VI, X, XIV, or XVI of the Social Security Act (referred to in this agreement as 
"social services claims"). 

(2) There are presently pending unpaid "social services claims" of the State 
in the total amount of $2,198,997.00 which have been deferred or disallowed or 
are otherwise unpaid as of the date of this agreement (these are referred to in 
this agreement as "unpaid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(a) No new proceedings will be initiated with respect to "social services claims" 
and no further effort will be undertaken to recover any amount paid prior to 
April 1, 1977, or pursuant to this agreement, with respect to any "social services 
claims" as defined above. 
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(b) The State shall not be entitled to any additional reimbursement for any 

expenditure described in paragraph 1 above, except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims not 
yet submitted, and the State wiU make no additional claim for reimbursement for 
such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $1,275,418.26. 
The Secretary of the Department will certify this amount to the Secretray of the 
Treasury for payment upon request of the State following the enactment of 
appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated liy this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights of 
the other. 

JAMES B. LANOLKT, 
(For the State of Maine). 
HALE CHAMPION, 

(For the Department of Health, Education, and Welfare). 

Dated: October —, 1977. 
CERTIFICATION 

I, David E. Smith, Commissioner of the Department of Human Services, 
State of Maine, hereby certify that the social services claims of the State of Maine 
that are the subject of a settlement agreement with the United States Department 
of Health, Education, and Welfare are comprised of the following expenditures: 

Augusta and Bangor Mental Health Institutes  $1.59, 422. 00 
Pineland Hospital and Training Center  163, 076. 00 
Bureau of Mental Health  637, 120. 00 
Bureau of Mental Retardation  73, 999. 00 
Maine Youth Center Aftercare and Stevens School  424, 629. 00 
Proimtion and Parole  213, 191. 00 
Bath Military and Naval Home  100, 798. 00 
Maine Commission on Drug Abuse  99, 025. 00 
Women's Correctional Center Halfway House  40, 070. 00 
Women's Correctional Center  16, 315. 00 
Elizal)eth Levinson Center  5, 792. 00 
Department of Education   205,560. 00 

Total  2,198,997.00 

To the best of my knowledge and belief, each of these expenditures is evidenced 
by appropriate accounting and fiscal records of the State of Maine and represents 
expenditures actually incurred. Supporting documentation showing the method 
for calculating the amount of the claims is available in the possession of the State. 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Maryland ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted by the State to 
have been provided (or incurred) under a state plan pursuant to Title I, IV, 
VI, X, XIV, or XVI of the Social Security Act (referred to in this agreement as 
"social services claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $24,753,829.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 
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(a) No new proceedings will be initiated with respect to "social services claims" 
and no further effort will be undertaken to recover any amount paid prior to 
April 1. 1977, or pursuant to this agreement, with respect to any "social services 
claims   as defined above. 

(b) The State shall not be entitled to any additional reimbursement for any 
expenditure described in paragraph 1 above, except as provided by this agree- 
ment and by the legislation contemplated by this agreement with respect to 
claims not yet submitted, and the State will make no additional claim for reim- 
bursement for such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the .sum of $14,367,- 
220.82. The Secretary of the Department will certify this amount to the Secretary 
of the Treasury for payment upon request of the State following the enactment 
of appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement ia subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights of 
the other. 

BLAin LEE III 
(For the State of Maryland, Acting Governor). 

HALE CHAMPION 
(For the Department of Health, Education, and Welfare). 

Dated: October—, 1977. 

CERTIFICATION 

I, Richard A. Batterton, Secretary of the Department of Human Resources, 
State of Maryland, hereliy certify that the social services claims of the State of 
Maryland that are subject of a settlement agreement with the United States 
Department of Health, Education, and Welfare are comprised of the following 
expenditures: 

Provider agency and time period Amount 
Division of Alcoholism Control (Apr. 1, 1972-Sept. 30, 1972) $1, 690, 643 
Preventive Medicine Administration (Apr. 1,1972-Sept. 30, 1972). . .        338, 609 
Mental Health Administration (Apr. 1, 1972-Sept. 30, 1972)     6, 800, 641 
Drug Abuse Administration (Apr. 1, 1972-Sept. 30, 1972)     1, 067, 650 
Mental Retardation Administration (Apr. 1, 1972-Sept. 30, 1972)     1, 071, 89.5 
Division of Juvenile Services (Apr. 1, 1972-Sept. 30, 1972)     4, .511, 900 
Department of Education (Apr. 1,1972-Sept. 30,1972)     8, 380, 363 
Maryland Workshop for the BUnd (Apr. 1,1972-Sept. 30,1972)         892, 128 

24, 753, 829 
All of the above have not been paid by HEW as of this date. 
To the best of my knowledge and belief, each of these expenditures is evidenced 

by appropriate accounting or fiscal records of the State of Maryland and repre- 
sents expenditures actually incurred. Supporting documentation showing the 
method for calculating the amount of the claims is available in the possession of 
the State. 

RICHARD A. BATTERTON, 
Secretary of Human Resource*. 

Dated: October 13, 1977. 
AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
Commonwealth of Massachusetts ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for re- 
imbursement of expenditures made by the State prior to October 1. 1975, with 
respect to services (and related administrative costs) asserted by the State to have 
been provided (or incurred) under a state plan pursuant to Title I, IV, VI, X, XIV, 
or XVI of the Social Security Act (referred to in this agreement as "social services 
claims"). 
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(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $141,403,562 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," the 
Department and the State agree as follows: 

(a) No new proceedings will be initiated with respect to "social services claims" 
and no further efTort will be undertaken to recover any amount paid prior to 
April 1. 1977, or pursuant to this agreement, with respect to any ".social services 
claims   as defined above. 

(6) The State shall not be entitled to any additional reimbursement for any 
«xpenditure described in paragraph 1 above, except as provided by this agree- 
ment and by the legislation comtenplated by this agreement with respect to claims 
not yet submitted, and the State will make no additional claim for reimbursement 
for such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $74,701,- 
781.00. The Secretary of the Department will certify this amount to the Secretary 
of the Treasury for payment upon request of the State following the enactment of 
of appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending Utigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legisla- 
tion by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment wiU not be used in any way by either party to the prejudice of the rights of 
the other. 

MicHAEi, S. DUKAKIS, 
(For the Commonwealth of Ma.ssachusetts). 

HALE CHAMPION 
(For the Department of Health, Education, and Welfare). 

Dated: October—, 1977. 
CERTIFICATION 

I, Alexander E. Sharp, II, Commissioner of the Dep.artment of Public Welfare, 
Commonwealth of Massachusetts, hereby certify that the social services claims of 
the Commonwealth of Massachusetts that are the subject of a settlement agree- 
ment with the United States Department of Health, Education, and Welfare are 
comprised of the expenditure.s set forth on the attached sheet. 

To the best of my knowledge and l)elief, each of these expenditures is evidenced 
by appropriate accounting or fiscal records of the Commonwealth of Mas-sachu- 
setts and represents expenditures actually incurred. Supporting documentation 
showing the method for calculating the amount of the claims is available in the 
possession of the Commonwealth. 

ALEXANDER E. SHARP II, 
Commissioner. 

Dated: October 20, 1977. 
COMfHONWEALTH OF MASSACHUSEHS SOCIAL SERVICES CUIHS DISALLOWED BY HEW' 

Quarter claim 
Department 
of education 

Executive 
office 

of human 
services 

Office of 
veterans' 

services 

Department 
of youth 
services 

Office for 
children 

Department 
of public 

health 

Department 
of mental 

health 

Sept. 30,1973  

Dec. 31,1973  
March il. 1974  

""•» $4,037,4011 
J54, 710 

454,362 
24,673 

(126, 972 

586,198 
118, 367 

SI, 666,817 

5,173, 691 
(18,038; 

S374,099 

483,662 
205.170 
301,0tS 

955,602 

798, 794 

S29.519,224 

46,645,920 
6,531,085 

June 30, 1974    11.729,187 
Sept. 30, 1974  5,509,430 
Dec. 31, 1974  19,574,296 
March 31,1975  3,838,558 
June 30, 1975  10,871 
SepL 30, 1975    .... 1,387,434 . 

65,908 . 
23,887 

200,286 
Dec. 31, 1975  
March 31,1976 

Total"      4,037,401 533. 745 831, 537 6,727,470 2,841,245 1,754.396 123,558, 864 

> The U.S. Department of Health, Education, and Welfare (HEW) asserts that it has paid 1900,000 of the above disallowed 
diims. The Massachusetts Department of Public Welfare has no record of payment of any portion of the above claims. 

' The initial claim of "6,060,174 has been revised. 
> The total of all disallowed claims is $140,384,658. 
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AOREEUENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Michigan ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted by the State to 
have been provided (or incurred) under a state plan pursuant to Title I, IV, VI, 
X, XIV, or XVI of the Social Security Act (referred to in this agreement as "social 
services claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $57,085,511.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this agree- 
ment as "unpaid claims"). In addition, the State has received and presently holds 
$8,389,108.00 in federal funds representing "social services claims," the payment 
of which has been questioned by the Department and as to which formal steps 
have been initiated to recover the funds (these are referred to in this agreement as 
"paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," the 
Department and the State agree as follows: 

(a) AU pending administrative proceedings with respect to "paid claims" will 
be terminated. No new proceedings will be initiated with respect to "social services 
claims" and no further effort will be undertaken to recover any amount paid 
prior to April 1, 1977, or pursuant to this agreement, with respect to any "social 
services claims" as defined above. 

(6) The State shall not be entitled to any additional reimbursement for any 
exi)endlture described In paragraph 1 above, except as provided by this agree- 
ment and by the legislation contemplated by this agreement with resi)ect to elaim.s 
not yet submitted, and the State will make no additional claim for reimburse- 
ment for such expenditures except as permitted by such legislation. 

(o) All "unpaid claims" shall be settled by payment of the sum of $32,542,755. 
The Secretary of the Department will certify this amount to the Secretary 

of the Treasury for payment upon request of the State following the enactment of 
appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in which 
there is pending litigation over "social services claims" of this agreement and the 
legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights of 
the other. 

WiLLIAU   G.   MiLLIKEN 
(For the State of Michigan). 
HALE CHAMPION 

(For the Department of Health, Education, and Welfare). 

Dated: October 11, 1977. 
CBBTIFIC.^TION 

I, John T. Dempsey, Director of the Department of Social Services, State of 
Michigan, hereby certify that the social services claims of the State of Michigan 
that are subject of a settlement agreement with the United States Department of 
Health, Education and Welfare are comprised of the following expenditures: 

Provider and ttatua 
Fiscal year 1972: Amount 

Department of Education (unpaid)   $8, 269, 180' 
Department of Public Health (unpaid)    4, 032, 55fr 
Department of Mental Health—Act 54 (unpaid)  8, 861, 288 
Michigan State University (unpaid)  430,902 
Office of Services to Blincl (unpaid)  7,381 
Office of Youth Services (unpaid)  1, 947, 751 
Department of Mental Health (unpaid)   10, 781, ISe^ 
Department of Corrections  1, 353, 06* 

Total   35,683,26* 
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Fiscal year 1973: 
Department of Mental Health: Amount 

Unpaid-   _.    $4, 173, 549 
Paid    1, 092, 571 

Office of Youth Services (unpaid)  1, 372, 773 
Department of Education: 

(Unpaid)  6, 123, 266 
(Paid)      442, 787 

Department of Public Health (unpaid)  21, 633 

Total -      13, 226, 579 

Fiscal year 1974: 
Department of Education (unpaid)     1, 792, 784 
Department of Mental Health: 

(Unpaid)       5, 690, 046 
(Paid)..        1, 329, 360 

Total     8,812, 190 

Fiscal year 1975: 
Department of Mental Health: 

(Unpaid)        2, 228, 197 
(Paid)....      5, 524, 390 

Total      7,752,587 

Grand total...  65, 474, 619 
To the best of my knowledge and belief, each of these expenditures is evidenced 

by appropriate accounting or fiscal records of the State of Michigan and represents 
expenditures actually incurred. Supporting documentation showing the method 
for calculating the amount of the claims is available in the possession of the State. 

JOHN C. DEMPSEY. 
Dated October U, 1977. 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Minnesota ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted by the State to 
have been provided (or incurred) under a State plan pursuant to Title I, IV, VI, 
X, XIV, or XVI of the Social Security Act (referred to in this agreement as "social 
services claims"). 

(2) There are presently pending unpaid "social services claims" of the State 
in the total amount of $47,344,176.00 which have been deferred or disallowed or 
are otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). In addition, the State has received and presently 
holds .$6,234,254.00 in federal funds representing "social services claims," the 
payment of which has been questioned by the Department and as to which formal 
steps have been initiated to cover the funds (these are referred to in this agreement 
as   paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(a) All pending administrative proceedings w^ith respect to "paid claims" will 
bo terminated. No new proceedings will be initiated with respect to "social services 
claims" and no further effort will be undertaken to recover any amount paid 
prior to April 1. 1977, or pursuant to this agreement, with respect to any "social 
services claims   as defined above. 

(6) The State shall not be entitled to any additional reimbursement for any 
expenditure described in paragraph 1 above, except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims not 
yet submitted, and the State will make no additional claim for reimbursement for 
such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $27,459,622.08. 
The Secretary of the Department will certify this amount to the Secretary of 

the Treasury for payment upon request of the State following the enactment of 
appropriate legislation. 
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(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights 
of the other. 

RUDY PERPICH 
(For the State of Minnesota). 

HALE CHAMPION 
(For the Department of Health, Education, and Welfare). 

Dated: October—, 1977. 

COVINOTON & BURLINa, 
Wathington, D.C., November I4, 1977. 

Re Social services settlement. 
RICHARD BEATTIE, ESQ., 
Deputy General Counsel, 
Department of Health, Education, and Welfare, 
Washington, D. C. 

DEAR DICK: As I explained to Gene Eidenberg on Saturday, October 29, 
there was a change in the figures for Minnesota subsequent to the execution of 
their initial Certification. The signed contract reflects the new (lower) figures 
for claims pending and the amount of the payment. However, I had not yet 
received the new Certification to support these figures. I have now received the 
Certification, and I enclose it so that you may include it with the others. 

Sincerely, 
CHARLES A. MILLER. 

(1) Claims for Periods Through Fiscal Year 1972 

Date claimed: Amount 
June 30, 1972 $17, 000, 000 
September 30, 1972       .3, 341, 672 
June 30, 1972       22, 8,58, 847 
November 15, 1972     41, 875, 000 

Total claimed '         41, 875, 000 
Amount paid       4, 000, 000 

Total upaid        37,875,000 
' Part of this sum i3 Included In HEW disallowance proceedings No. SSMN 7501, S8MN 7602, and other 

pending but unnumbered HEW disallowance proceedings. 

The disparity in these figures stems from the fact that, while all four sums were 
claimed on the dates indicated, the last claim of 841,875,000.00 on November 
15, 1972, was intended as a substitution for the three earlier claims. At various 
points in time, all four claims or just the third claim were listed as the amount 
of the Minnesota claim; this produced the erroneous $98.1 million figure. 

(2) Claims for periods after fiscal year 1972 and prior to October 1975. 

Identification: Amouru clatmti 
SSMN 7002 $1, 509, 463 
SSMN 7701         3, 307, 374 
SSMN 7702     2, 307, 327 
SSMN 7703     2, 902, 798 
SSMN 7704     2, 138, 919 
Hennepin County group homes         339, 812 
Hennepin County residential treatment *  70, 783 

Identification: Attjmtment 
SSMN 7602 »  --$1,026, 130 
SSMN 7702 »             -77,966 
Hennepin County residential treatment'       +231, 050 

Total adjustments        —873, 046 
Total claimed        11, 703, 430 

See footnotes at end of table. 
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Identification: Amonnt pau • 
SSMN 7702      $1, 939, 675 
SSMN 7703   294, 579 

Total paid       2, 234, 254 
' The $1,509,463.00 In controversy in 88MN 7602 has been adjusted to reflect the fact that $l,a2fi.l30.00 

of that flguro is also included in the claim for the period through flscal year 1972 listed In the first part of the 
table. 

» The $2,307,327.00 listed In the October 13,1977, certification as the claimed amount in SSMN 7702 failed 
to include $100,302.00 claimed for monitoring and evaluation and duplicated $178,208.00 for a contract for 
Higher Education for Low Income Persons; see a letter of December 7, 1976, from SRS Acting Regional 
Commissioner Downing to Minnesota Commissioner Liliins for an explanation of these two adjustments. 
The total is a downward adjustment of $77,906.00. 

« The $339,8.52.00 claimed for Hennepin County Group Homes has been disallowed by HEW but not yet 
assigned a formal disallowance number. 

«This claim has been disallowed by HEW but not yet assigned a formal disallowance number. $70,783.00 
was ILsted as the amount claimed in the October 13,1977, certification: this figure omitted $231,050.00 claimed 
by the state and allowed by HEW, but never paid; see a September 15,1977, letter from Ell Lipschulti— 
of the HEW Region V olBce to the state for a clarlflcatlon. 

• These payments were inadvertently omitted from the October 13,1977, certification; they were made to 
the state principallv on June 13,1977, and August 15,1977, but did not appear on MDFW's fiscal records until 
after October 13,1977. 

(3) Summary. 

Total claimed     $53,578,430 

Total paid         6,234,254 
Total unpaid     47,344, 176 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of New Jersey ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted by the State to 
have been provided (or incurred) under a state plan pursuant to Title I, IV, VI, X, 
XIV, or XVl of the Social Security Act (referred to in this agreement as "social 
service   claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $1,270,813.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are refered to in this 
agreement as "unpaid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(o) No new proceedings will be initiated with respect to "social services claims" 
and no further effort will be undertaken to recover any amount paid prior to 
April 1. 1977, or pursuant to this agreement, with respect to any "social services 
claims" as defined above. 

(6) The State shall not be entitled to any additional reimbursement for any ex- 
penditure described in paragraph 1 above, except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims not 
yet submitted, and the State will make no additional claim for reimbursement for 
such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $737,071.54. 
The Secretary of the Department will certify this amount to the Secretary of the 
Treasury for payment upon request of the State following the enactment of appro- 
priate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 
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(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party of the prejudice of the right of 
the other. 

Governor, State of New Jersey. 
ALVIN F. HYLONE, 

Attorney General, Stale of New Jersey. 

Commissioner of the New Jersey 
Department of Human Services. 

HALE CHAMPION, 
Department of Healih, Edxication, and Welfare. 

Dated: October —, 1977. 
CERTIFICATION 

I, Anthony P. Sant'Angelo, Comptroller of the Department of Human Services, 
State of New Jersey, hereby certify that the social services claims of the State of 
New Jersey that are the subject of a settlement agreement with the United States 
Department of Health, Education, and Welfare are comprised of the following 
expenditures: 
Title rVA program services: Ditallovied clatmt 

Health services       378, 713 
Adoption services       170, 957 
Monmouth County family planning       239, 884 
AFWP social services allocated       481, 259 

Total  1, 270, 813 
To the best of my knowledge and belief, each of these expenditures is evidenced 

by appropriate accounting or fiscal records of the State of New Jersey and repre- 
sents expenditures actually incurred. Supporting documentation showing the 
method for calculating the amount of the claim is available in the possession of 
the State. 

A. P. SANT'ANQELO. 
Dated: October 17, 1977. 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Ohio ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) a.sserted by the State to 
have been provided (or incurred) under a State plan pursuant to Title I, IV, VI, 
X, XIV, or XVI of the Social Security Act (referred to in this agreement as ("social 
services claims"). 

(2) There are presently pending unpaid "social service claims" of the State 
that exceeds the total amount of $15,111,405.00 which have been deferred or 
disallowed, or which we have been instructed by the Department not to claim, or 
are otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement a.s "unpaid claims"). In addition, the State has received and presently 
holds $4,949,402.00 in federal funds representing "social services claims," the 
payment of which has been questioned by the Department and as to which formal 
steps have been initiated to recover the funds (these are referred to in this agree- 
ment as "paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," the 
Department and the State agree as follows: 

(a) All pending administrative proceedings with respect to "paid claims" will 
be terminated. No new proceedings will be initiated with respect to "social services 
claims" and no further effort will be undertaken to recover any amount paid 
prior to April 1, 1977, or pursuant to this agreement, with respect to any "social 
services claims" as defined above. 

2e-66ft—78 
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(6) The State shall not be entitled to any additional reimbursement for any 

expenditure described in paragraph 1 above except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims not 
yet submitted, and the State will make no additional claim for reimbursement for 
such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $5,742,333.90. 
The Secretary of the Department will certify this amount to the Secretary of the 
Treasury for payment upon request of the State following the enactment of 
appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights of 
the other. 

KENNETH B. GREGOHV, 
(For the State of Ohio). 

DALE CHAMPION, 
(For the Department of Health, 

Education, and Welfare). 
Dated: October 31, 1977. 

CERTIFICATION 

I, Kenneth B. Cresisy, Director of the Department of Public Welfare, State of 
Ohio, hereby certify that the social services claims of the State of Ohio that are 
subject of a settlement agreement with the United States Department of Health, 
Education, and Welfare are comprised of the following expenditures: 

Provider andttatua FPP amount 
January-March 1973 Ohio Youth Commission (unpaid) $1, 743, 653 
April-June 1973 Ohio Youth Commission (unpaid)     1, 568, 338 
July-September 1973 Ohio Youth Commission (unpaid)     2, 037, 779 
October-December 1973 Ohio Youth Commission (unpaid)     1, 842, 465 

Total     7, 192, 235 

January-March 1974 Ohio Youth Commission (unpaid)     2, 106, 595 
April-June 1974 Ohio Youth Commission (unpaid)     1, 660, 126 
ftlental health and Mental retardation (unpaid)     1,594, 747 

Total...      5, 361, 468 

July-September 1974 Ohio Youth Commission (Instructed not claim 
by HEW).       2,045,867 

October-December 1974 Ohio Youth Commission (Instructed not to 
claim by HEW)     2, 228, 020 

Total     4, 273, 877 

Grand total   16, 827, 580 
To the best of my knowledge and belief, each of these expenditures is evidenced 

by appropriate accounting or fiscal records of the State of Ohio and represents 
expenditures actually incurred. Supporting documentation showing the method 
for calculating the amount of the claims is available in the possession of the 
State. 

KENNETH B. CREASY. 
Dated: December 5, 1977. 

CERTIFICATION 

I, Kenneth B. Creasy, Director of the Department of Public Welfare, State of 
Ohio, hereby certify that the social services claims of the State of Ohio that are the 
subject of a settlement agreement with the United States Department of Health, 
Education, and Welfare are comprised of the following expenditures: 

State agency contracts, $16,827,580.00. 
•  '.  1.: 
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To the best of my knowledge and belief, each of these expenditures is evidenced 
by appropriate accounting cr fiscal records of the State of Ohio and represents 
expenditures actually incurred. Supporting documentation showing the method 
for calculating the amount of the claims is available in the possession of the State. 

KENNETH B. CREASY. 
Dated October 31, 1977. 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Oklahoma ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 197.5, 
with respect to services (and related administrative costs) asserted by the State 
to have been provided (or incurred) under a state plan pursuant to Title I, IV, 
VI, X, XIV, or XVI of the Social Security Act (referred to in this agreement as 
"social services claims"). 

(2) The State has received and presently holds $1.3,829,.333.29 in federal funds 
representing "social services claims," the payment of which has been questioned 
by the Department and as to which formal steps have been initiated to recover the 
funds (these are referred to in this agreement as "paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(a) AH pending administrative proceedings with respect to "paid claims" 
will be terminated. No new proceedings will be initiated with respect to "social 
services claims" and no further effort will be undertaken to recover any amount 
paid prior to April 1, 1977, with respect to any "social services claims" as defined 
above. 

(6) The State shall not be entitled to any additional reimbursement for any 
expenditures described in paragraph 1 above, and the State will make no addi- 
tional claim for reimbursement for such expenditures. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
•which there is pending litigation over social services claims" of the settlement 
understanding and the legislation enacted by Congress and will seek dismissal 
of the litigation. 

(.')) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights 
of the other. 

REGINALD D. BAHNES 
Chairman, Oklahoma Public Welfare Commission, 

(For the State of Oklahoma). 
HALE CHAMPION 

(For the Department of Health, Education, and Welfare). 
Dated: October —, 1977. 

OFFICE OF THE GOVERNOR, 
Austin, Tex., October H, 1977. 

Hon. JOSEPH A. CALIFANO, Jr., 
The Secretary of Health, Education, and Welfare, 
Washington, P.C. 

DEAR MR. SECRETARY: Under Texas law, the Texas Board of Human Resources, 
appointed by the Governor, with the advise and consent of the Senate, is responsi- 
ble for the operation of the Texas Department of Human Resources. It is therefore 
appropriate for the Chairman to enter into a settlement on behalf of the State of 
Texas, with the Department of Health, Education and Welfare, for social services 
claims against the United States prior to October 1, 1975. 

Sincerely, 
DoLPH BRISCOE, 

Governor of Texas. 
AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
Department of Human Resources of the State of Texas ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted by the State to have 
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been provided (or incurred) under a state plan pursuant to Title I, IV, VI, XI 
XIV, or XVI of the Social Security Act (referred to in this agreement as "socia, 
services claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $92,731,245.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). In addition, the State has received and presently 
holds $36,063,511.75 in federal funds representing "social services claims," the 
payment of which has been questioned by the Department and as to which 
formal steps have been initiated to recover the funds (these are referred to in this 
agreement as "paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(a) All pending administrative proceedings with respect to "paid claims" will 
be terminated.  No new proceedings will be initiated with respect to  "social 
services claims" and no further effort will be undertaken to recover any amount 
paid prior to April 1, 1977, or pursuant to this agreement, with respect to any 

Social services claims" as defined above. 
(6) The State shall not be entitled to any additional reimbursement for any 

expenditure discribed in paragraph 1 above, except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims 
not yet submitted, and the State will make no additional claim for reimburse- 
ment for such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of $33,955,935.75. 
The Secretary of the Department will certify this amount to the Secretary of the 
Treasury for payment upon request of the State following the enactment of 
appropriate legislation, and the determinations required of the Secretary under 
Section 2A (1) (i) and (ii) of such legislation have already been affirmatively 
made with regard to the State's claim for reimbursement under Section 1 thereof. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States, which is proposed in the form attached 
hereto as Exhibit "A". 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights 
of the other. 

(7) This agreement shall constitute an agreement under Section (4) (A) of the 
legislation which is contemplated by this agreement, attached hereto as Ex- 
hibit "A". 

DEPARTMENT OF HUMAN RESOURCES 
OF THE ST.\TE OF TEXAS 

HiLMAR MoORE, 
Chairman. 

JEROME CHAPMAN, 
Commitsioner. 

HALE CHAMPION 
(For    the    Department    of    Health, 

Education, and Welfare). 
Approved as to form: 

Dated: October—, 1977. 
(EXHIBIT "A") 

JOHN L. HII.L, 
Attorney General of Texa*. 
BY FRANK C. CROBT 

A BILL To authorize an appropriation to reimburse certain expenditures for social 
services provided by the States prior to October 1, 197S, under titles I, IV, VI, X, XIV, 
and XVI of the Social Security Act 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (1) There are authorized to be appropriated 
not to exceed $543,000,000, to remain available until expended, to enable the 
Secretary of Treasury to pay to any State the amount, determined by the Secre- 
tary of Health. Education, and Welfare (hereinafter in this Act referred to as 
"•he Secretary ) in accordance with paragraph (2), owed to the State as settlement 
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of a claim of the State against the United States for reimbursement of expendi- 
tures made by the State prior to October 1, 1975, with respect to services (and 
related administrative costs) asserted by the State to have been provided (or 
incurred) under an approved State plan pursuant to title I, IV, VI, X, XIV, or 
XVI of the Social Security Act. 

(2) (A) In the case of a claim by a State for reimbursement described by para- 
graph (1) that the Secretary determines— 

(i) was asserted against the United States, in the form and manner pre- 
scribed by the Secretary with respect to the filing of claims under titles I, IV 
VI, X, XIV, or XVI of the Social Security Act, prior to April 1, 1977: and 

(ii) in the case of any such claim with respect to expenditures of a State 
after June 30, 1972, is within the allotment of the State determined in accord- 
ance with section 1130 of the Social Security Act, as added by section 301(a) 
of P.L. 92-612 and in effect with respect to fiscal years beginning after June 
30, 1972; 

the Secretary shall certify to the Secretary of the Treasury for payment to the 
State the sum ot— 

(iii) an amount equal to 38 percent of so much of the claim as does not 
exceed $50,000,000; 

(iv) an amount equal to 35 percent of so much of the claim as exceeds 
$50,000,000 but does not exceed $150,000,000; and 

(v) an amount equal to 21 percent of so much of the claim as exceeds 
$150,000,000, provided that if the total of all such unpaid claims of a State 
equals or exceeds 85 percent of the total of all such claims (both paid and 
unpaid) of that State, the percentage specified in clause (iii) above shall be 
58 percent and the percentage sptecified in subparagraph (iv) above shall be 
50 percent. 

(B) (i) In the case of a claim by a State for reimbursement described by para- 
graph (1) that the Secretary determines meets the requirements of clauses (i) 
and (ii) of subparagraph (A) of this paragraph, except that the claim was asserted, 
in the form and manner prescribed by the Secretary, on or after April 1, 1977, 
but prior to the ninety-first day following the date upon which this Act is enacted, 
the Secretary shall certify to the Secretary of the Treasury for payment to the 
State, subject to clause (ii) of this subparagraph, an emoimt equal to 15 percent of 
so much of that claim as he finds to he for the provision of services that he finds 
the State provided and for which he has not provided reiml^ursement, but for 
which reimbursement was 8vailal)le under titles I, IV, VI, X, XIV, or XVI of the 
Social Security Act prior to April 1, 1977, or, if not services for which reimburse- 
ment was available, are services of a similar kind, and are not otherwise reim- 
bursable under this Act. 

(ii) The Secretary may not certify for payment to any State under the authority 
of this subparagraph an amount that exceeds 5 percent of that State's aUotment 
for fiscal year 1973 of social service funds under titles I, IV-A, X, XFV, and XVI 
of the Social Security Act, as determined in accordance with section 1130(g) of 
such Act, less the amount certified for payment to the State under subparagraph 
(A) of this paragraph. 

(iii) The Secretary shall have no authority, by regulations or otherwise, to 
extend the time period specified in clause (i) of this subparagraph or to waive the 
time limit for assertion of a claim. 

(3) (A) Except with respect to amounts paid by the Secretary to a State prior 
to April 1, 1977, no State is entitled to reimbursement of expenditures described by 
paragraph (1) except as provided by this Act. 

(B) >Jeither the Secretary nor any other official of the federal government may 
seek to recover any amount paid to a State prior to April 1, 1977, or pursu-int to 
this Act, with respect to a claim of the State described by paragraph (1). 

(4) (A) The Secretary is authorized to enter into agreements with any State in 
accordance with the provisions of this Act, and agreements entered into prior to the 
enactment of this Act, to the extent not inconsistent with the terms hereof, shall 
have the same force and effect as agreements entered into subsequent to enactment 
of this Act. 

(B) In the absence of an agreement, a State dissatisfied with a determination by 
the Secretary under this Act may, by application to the Secretary within 60 days 
after the date of notice to the State of that determination, obtain the Secretary's 
review of that determination. If the application requests a hearing, the Secretary 
shall conduct a hearing after reasonable notice to the State, and shall, on the basis 
of evidence adduced at the hearing, affirm, modify, or reverse his determination. 
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If the Secretary does not preside at the reception of the evidence at the hearing, the 
decision of the presiding official or body shall be the decision of the Secretary. 

(C) No court of the United States has jurisdiction to entertain any action 
seeking tha review of any determination or finding of the Secretary under this Act, 
or otherwise seeking to compel a determination by the Secretary to certify for 
payment any claim described by paragraph (1), provided, however, that this 
provision shall not apply to any action seeking enforcement of an agreement of the 
kind referred to in subparagraph (A) of this paragraph. 

(5) (A) Amounts appropriated under paragraph (1) shall be first applied in 
settlement of the claims described in subparagraph (A) of paragraph (2). If, after 
that payment, the amounts remaining are insufficient to pay the amounts estab- 
lished by subparagraph (B) of paragraph (2) with respect to claims asserted under 
that subparagraph, the Secretary shall certify for payment with respect to each 
claim under that subparagraph an amount that Vjeras the same relationship to that 
claim as the total of such remaining available amounts bears to the total of all 
claims asserted under that subparagraph. 

(B) A reduction effected by subparagraph (A) of this paragraph in the amount 
payable to a State under paragraph (2)(B) docs not give rise to an entitlement 
in the State to the difference between the amount payable under paragraph (2)(B) 
(without regard to subparagraph (A) of this paragraph) and the amount payable 
under paragraph (2) (B) after application of subparagraph (A) of this paragraph. 

(C) In the event that the amount appropriated under paragraph (1) exceeds 
the payable claims imder subparagraph (A) and (B) of paragraph (2), the excess 
shall be available to make further payment on claims under subparagraph (A) of 
paragraph (2) and for this purpose only the percentage figure in subparagraph 
(A) (v) of paragraph (2) shall be deemed" to be 25 percent. 

(6) The Secretary of the Treasury shall pay to each State all amounts certi- 
fied by the Secretary as payable to that State pursuant to the terms of this Act. 

CEKTIFICATION 

I, Jerome Chapman, Commissioner of the Texas Department of Human Re- 
sources, State of Texas, hereby certify that the social services claims of the State 
of Texas that are the subject of a settlement agreement with the United States 
Department of Health, Education, and Welfare are comprised of the following 
expenditures: 

FEDERAL FINANCIAL PARTICIPATION CLAIMED 

Purchase agree- 
mente with other     Individual providers 

Fiscal year claims < State agencies >       and direct delivery 

July 1971-March 1972   192,731,245.00 512,837,862.70 
April-June 1972                  36,065,512.00 6,010,725.90 
July-September 1972.._  17,113,869.79 6,354,679.08 
October-December 1972  10,269,115.34 7,712,991.48 
January-March 1973 .._  10,195,485.25 7,251,553.60 
Aptil-June 1973 _ _  11,227,601.26 9,649,252.41 
Ji'ly-September 1973  9,145,500.25 8,477,494.76 
October-December 1973 _  13,698,243.46 8,542,854.56 
January-March 1974 ._  14,065,505.72 11,828,900.98 
April-June 1974...   13,999,006.70 15,446,520.33 
July-September 1974  12,298,720.22 14,493,471.40 
October-December 1974 _  20,191,501.94 19,326,303.81 
January-March 1975  22,006,878.36 23,474,046.63 
April-Juno 1975 _  19,382,951.51 27,679,674.18 
July-September 1975 _ _  17,419,160.25 29,697,026.37 
October-December 1975>   9.725,606.00 
January-March 1976« _    2,721,823.00 

Total         319,810,297.05 221,230,787.19 

' All claims, with the exception of purchase agreements with other State agencies, for July 1971 through March 1972 are 
paid. 

2 Attachment 1 outlines claims of individual State agency agreements. 
> Encumbered prior to October 1975 as title IV-A program costs, but paid during quarter shown. 

To the best of my knowledge and belief, each of these expenditures is evidenced 
by appropriate accounting or fiscal records of the State of Texas and represents 
expenditures actually incurred. Supporting documentation showing the method 
for calculating the amount of the claims is available in the possession of the State. 

Jf;ROME CHAPMAN, Commissioner. 
Dated: October 14, 1977. 
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Individual Stale Agency Claims 

FUcalyearclalmt Peieral/InancM 
Texas education agency claims:                                                      particlpatton claimed 

July 1971 through March 1972   $59, 844, 550. 00 
AprU 1972 through June 1972    21, 506, 291. 00 
July 1972 through September 1972  8, 870, 118. 71 
October 1972 through December 1972  5, 322, 482. 48 
January 1973 through March 1973  5, 284, 320. 00 
April 1973 through June 1973   5, 819, 265. 74 
July 1973 through September 1973  1, 952, 329. 66 
October 1973 through December 1973    5, 856, 988. 96 
January 1974 through March 1974  5, 856, 988. 97 
April 1974 through June 1974  5, 909, 277. 20 
July 1974 through September 1974  3, 872, 320. 99 
October 1974 through December 1974   11, 508, 004. 99 
January 1975 through March 1975  11, 508, 004. 99 
April 1975 through June 1975  11, 508, 004. 99 
July 1975 through September 1975     9, 544, 004. 25 

Total  174, 163, 552. 93 

Fiical year claims 
Texas Department of Mental Health and Mental Retardation: 

Julv 1971 through March 1972  25, 959, 636. 00 
April 1972 through June 1972   11,878,726.00 
July 1972 through September 1972    7, 600, 269. 57 
October 1972 through December 1972  4, 560, 514. 12 
January 1973 through March 1973...   4, 527, 815. 00 
April 1973 through June 1973  4,986, 177.72 
July 1973 through September 1973  7, 193, 170. 59 
October 1973 through December 1973  7, 841, 254. 50 
January 1974 through March 1974    8,208,516.75 
April 1974 through June 1974  8, 089, 729. 5» 
July 1974 through September 1974  8, 426, 399. 23 
October 1974 through December 1974  8, 083, 496. 95 
January 1975 through March 1975   10,498,873.37 
April 1975 through June 1975  7,874,946.52 
July 1975 through September 1975   7,874,550.00 

Total    134,204,081.82 

Fiscal year claims 
Texas Department of Corrections: 

July 1971 through March 1972    213, 027. 00 
April 1972 through June 1972...   57, 15.5.00 
July 1972 through September 1972  17, 113.87 
October 1972 through December 1972  10,269. 12 
January 1973 through March 1973  10, 195.48 
April 1973 through June 1973   11,227.60 

Total    318,988.07 

Texas State Department of Health: 
July 1971 through March 1972  4, 550, 100. 00 
April 1972 through June 1972  1, 851, 154. 00 
July 1972 through September 1972  46.5, 497. 26 
October 1972 through December 1972  279, 319. 94 
January 1973 through March 1973    277, 317. 20 
April 1973 through June 1973  —  305, 390. 76 

Total     7,728,779. 16 
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Texas Youth Council: paiucipiuior. caimed 
July 1971 through March 1972   $764, 592. 00 
April 1972 through June 1972   258, 319. 00 

Total     1, 022, 911. 00 

Board of Pardons and Parolas: 
July 1971 through March 1972...   630, 133. 00 
April 1972 through June 1972...   210, 044. 00 
July 1972 through September 1972  59, 898. 55 
October 1972 through December 1972  35, 941. 90 
January 1973 through March 1973   35, 684. 20 
April 1973 through June 1973    39, 296. 60 

Total.      1,010,998.25 

University of Texas System: 
July 1971 through March 1972.   518, 605. 00 
April 1972 through June 1972  172, 869. 00 
July 1972 through September 1972    46, 207. 45 
October 1972 through December 1972  27, 726. 61 
January 1973 through March 1973  27, 527. 81 
April 1973 through June 1973   30, 314. 52 

Total    823, 250. 39 

Texas Department of Community Affairs: 
July 1971 through March 1972    38, 378. 00 
April 1972 through June 1972   4, 739. 00 
July 1972 through September 1972..   5, 134. 16 
October 1972 through December 1972   3, 080 74 
January 1973 through March 1973   3, 05& 65 
April 1973 through June 1973    3, 36& 28 

Total    57,758.83 

Texas Commission on Alcoholism: 
July 1971 through March 1972   189, 881. 00 
April 1972 through June 1972  99, 933. 00 
July 1972 through September 1972  25, 670. 81 
October 1972 through December 1972   15, 403. 67 
January 1973 through March 1973   15, 293. 23 
April 1973 through June 1973   16, 841. 40 

Total    363, 023. 11 

Office of Infoi-mation Services: 
April 1972 through June 1972.    18, 542. 00 
July 1972 through September 1972   20, 536. 64 
October 1972 through December 1972..   12, 322. 94 
January 1973 through March 1973...  12, 234. 58 
April 1973 through June 1973   13, 473. 12 

Total     77, 109. 28 

Good Neighbor Commission: 
July 1971 through March 1972    22, 343. 00 
April 1972 through June 1972      7, 740 00 
July 1972 through September 1972...   3, 422. 77 
October 1972 through December 1972  2, 053. 82 
January 1973 through March 1973   2, 039. 10 
April 1973 through June 1973    2, 245. 52 

Total     .„ 39, 844. 21 
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AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and 
the State of Wiishington ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to Octover I, 1975, 
with respect to services (and related administrative costs) asserted by the State 
to have been provided (or incurred) under a state plan pursuant to Title I, IV, 
VI, X, XIV, or XVI of the Social Security Act (referred to in this agreement as 
"social services claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $32,876,908.00 which have been deferred or disallowed or 
are otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). In addition, the State has received and presently 
holds $,5,581,294.00 in federal funds representing "social services claims," the 
payment of which has ijeen questioned by the Department and as to which formal 
steps have been initiated to recover the funds (these are referred to in this agree- 
ment as "paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," 
the Department and the State agree as follows: 

(a)   All pending administrative proceed ngs  with  respect to  "paid  claims" 
will be terminated. No new proceedings will be initiated with respect to "social 
services claims" and no further effort will be undertaken to recover any amount 
paid prior to April 1, 1977, or pursuant to this agreement, with respect to any 
'social services claims" as defined above. 

(6) The State shall not be entitled to any additional reimbursement for any 
expenditure described in paragraph 1 above, except as provided by this agree- 
ment and by the legislation contemplated by this agreement with respect to 
claims not yet submitted, and the State will make no additional claim for reim- 
bursement for such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settled by payment of the sum of 
$19,068,606.64. The Secretary of the Department will certify this amount to 
the Secretary of the Treasury for payment upon request of the State following the 
enactment of appropriate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over "social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the litigation. 

(5) This entire agreement is subject to the enactment of appropriate legislation 
by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of tne rights of 
the other. 

(For the State of Wa-shington). 
HALE CHAMPION, 

(For the Department of Health, Education, and Welfare). 
Dated: October —, 1977. 
I, Carroll S. Dick, am currently Director, Administrative Services Division, 

State of Washington, Department of Social and Health Services. During the 
period April 1, 1971 through June 30, 1972, my position was Acting Chief, Office 
of Fiscal Services, and in that capacity I was the chief fiscal officer for the Depart- 
ment of Social and Health Services. 

Therefore, I, Carroll S. Dick, do hereby certify that the Washington Depart- 
ment of Social and Health Services, during the period referred to above, did 
expend $100,986,463.82 in its Social Services program authorized under Titles 
I, IV-A, X, and XIV of the Social Security Act for which it did not receive full 
federal financial participation; that on October 20, 1972, the Washington Depart- 
ment of Social and Health Services filed a claim against the Department of Health, 
Education, and Welfare in the amount of $32,876,908 for Federal financial partici- 
pation in the Social Services program so authorized for the period April 1, 1971 
through June 30, 1972; and that such claim has not as of this date been paid. 

CARROLL S. DICK. 
Dated: October 7, 1977. 
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CERTIFICATION 

I, Carroll S. Dick, Director, Administrative Services, and Chief Fiscal Officer 
of the Department of Social & Health Services, State of Washington, hereby 
certify that the social services claims of the State of Washington that are the 
subject of a settlement agreement with the United States Department of Health, 
Education, and Welfare are comprised of the following expenditures: 

Federal share of adjustments increasing claims for expenditures (period, April 1, 
1971 to June 30, 1972), $32,876,908. 

To the best of my knowledge and belief, each of these expenditures is evidenced 
by appropriate accounting or fiscal records of the State of Washington and 
represents expenditures actually incurred. Supporting documentation showing 
the method for calculating the amount of the claims is available in the possession 
of the State. 

CARROLL S. DICK. 

WASHINGTON STATE DEPARTMENT OF SOCIAL AND HEALTH SERVICES—SOCIAL SERVICES 

IPerlod Apr. 1,1971, to Jung 30,1972| 

AFDC-7S       ADULT-75 Total 

Federal share of adjustments: 
(1) Amount due to previous recognition of maintenance of State 

effort:Apr. 1,1971, to June 30,1972.-      11,521,423        5,964,051        17,485.474 
(2) Mental hospitals, schools for mentally retarded, and veterans* 

homes:Apr. 1,1971, to Juno 30. 1972       2,916,547      12,315,619        15,232,166 
(3) Community services and other: Quarters ended Mar. 31, and 

June30,1972  131,324 27,944 159,268 

Total      14,569,294      18,307,614        32,876,908 

AGREEMENT 

The Department of Health, Education, and Welfare ("Department") and the 
State of Wisconsin ("State") agree as follows: 

(1) This agreement covers claims of the State against the United States for 
reimbursement of expenditures made by the State prior to October 1, 1975, with 
respect to services (and related administrative costs) asserted bv the State to have 
been provided (or incurred) under a state plan pursuant to "title I, IV, VI, X, 
XIV, or XVI of the Social Security Act (referred to in this agreement as "social 
services claims"). 

(2) There are presently pending unpaid "social services claims" of the State in 
the total amount of $65,008,158.00 which have been deferred or disallowed or are 
otherwise unpaid as of the date of this agreement (these are referred to in this 
agreement as "unpaid claims"). In addition, the State has received and presently 
holds $6,392,091.00 in federal funds representing ".social services claims," the 
payment of which has been questioned by the Department and as to which formal 
steps have been Initiated to recover the funds (these are referred to in this agree- 
ment as "paid claims"). 

(3) In order to conclude all disputes relating to the "social services claims," the 
Department and the State agree as follows: 

(a) All pending administrative proceedings with respect to "paid claims" will be 
terminated. No new proceedings will be initiated with respect to "social services 
claims" and no further effort will be undertaken to recover any amount paid prior 
to April 1, 1977, or pursuant to this agreement, with respect to any "social services 
claims" as defined above. 

(6) The State shall not be entitled to any additional reimbursement for any 
expenditure described in paragraph 1 above, except as provided by this agreement 
and by the legislation contemplated by this agreement with respect to claims not 
yet submitted, and the State will make no additional claim for reimbursement for 
such expenditures except as permitted by such legislation. 

(c) All "unpaid claims" shall be settledby payment of the sum of $36,504,709.00. 
The Secretary of the Department will certify this amount to the Secretary of the 
Treasury for payment upon request of the State following the enactment of appro- 
priate legislation. 

(4) Upon the enactment of legislation contemplated by this agreement, the 
Department and the State will take appropriate steps to inform any court in 
which there is pending litigation over social services claims" of this agreement 
and the legislation enacted by Congress and will seek dismissal of the Utigation. 
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(5) This entire agreement is subject to the enactment of appropriate legisla- 
tion by the Congress of the United States. 

(6) If the legislation contemplated by this agreement is not enacted, the agree- 
ment will not be used in any way by either party to the prejudice of the rights of 
the other. 

MARTIN SCHBEIBER, 
(For the State of Wisconsin). 

HALE CHAMPION, 
(For the Department of Health, Education, and Welfare). 

Dated: October 11, 1977. 
CERTIFICATION 

I, Donald E. Percj', Secretary of the Department of Health and Social Services, 
State of Wisconsin, hereby certify that the social services claims of the State of 
Wisconsin that are the subject of a settlement agreement with the United State.s 
Department of Health, Education, and Welfare are comprised of the following 
expenditures: 

Period of expenditure 
Reconsidera- 

tion No. Amount 

(Jnpiid expenditure: 
Community mental health clinics July 1,1969. through Sept. 30, 1972,.. SS-WI-7201 {11,706,000 
State mental health institutes Apr. 1,1971, through Sept 30, 1972... SS-WI-7201 13, 320, 000 
County mental hospitals  do   __ SS-WI-7201 22,672,000 
Juvenile correctional facilities Apr. 1, 1969, through Sept. 30, 1972... SS-WI-7201 12,693,000 

Do  _ OcL 1, 1972, through March 31, 1975... SS-WI-7206 4,396,864 
Arthur Young contract July 1,1972, through March 31,1973... SS-WI-7701 220,294 

Total  65,008,158 

Paid expenditure: 
Child caring institutions Sept. 1, 1972, through June 30, 1973... SS-WI-7701 3,442,368 
Group home subsidies  July 1, 1970. through Dec. 31, 1973.... SS-WI-7701 1,619,826 

Do. July 1, 1973, through Mar. 31, 1973.... SS-WI-7601 1,329,897 

Total      6,392,091 

To the best of my knowledge and belief, each of these expenditures is evidenced 
by appropriate accounting or fiscal records of the State of Wi.'^consin and represents 
expenditures actually incurred. Supporting documentation showing the method 
for calculating the amount of the claims is available in the possession of the State. 

DONALD E. PERCY, 
Secrelary. 

Dated: October 10, 1977. 
SOCIAL SERVICES CLAIMS AT ISSUE i 

Total claims 

Paid claims Unpaid cli lims' 

Expenditures 
prior to 

July 1,1972 

Expenditures 
July 1- 

Sept. 30,1972 

Expenditures 
prior to 

July 1, 1972 

Expenditures 
July 1. 1972- 

Sept. 30, 1975 

Alabama..  $1,032,650 . 
705,873 

5,200,420 
3,835,883 . 
1,487,517 

$1,032,650 .. 
295,838 .. 

1,332,422 .. 
Alaska.  J410,035 

3,867,998 Arizona..    „  
Arkansas  $3,835,883 . 
California  623,131 864,386 .. 
Colorado , 
Connecticut   44,240,447 . 6,016,693 29,637,793 $8,585,961 
Delaware  
District of Columbia  
Florida  
Georgia    

$7,837,340 
6,727,727 . 

24,945,376 4,157,562 .. 
6,072.025 .. 
   28,734,402 

655,702 
Guam     ..     
Hawaii _      
Idaho  1,696,704 . 

275,728,860 
459,654 

10,178,944 
1 237,050 

Illinois   
Indiana     ... 

87,342,279 101,090,847 77,116,130 

Iowa                      .   .. 
Kansas...        .. 
Kentucky          2,358,983 . 

16,680,546 
2,198,997 . 

2,358,983 .. 
101,000 .. Louisiana  16,579,546 

Maine  2,198,997 . 

See footnotet it end Qf tibl*. 
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SOCIAL SERVICES CLAIMS AT ISSUEi 

Total daims 

Paid claims Unpaid claims' 

Expenditures 
prior to 

July 1, 1972 

Expenditures 
July 1- 

SepL 30.1972 

Exponditures 
prior to 

July 1.1972 

Exoendifures 
July 1, 1972- 

SepL 30,1975 

Mtylsnd    _ ..       $24, 753,829 . 
142,407,431 

$13,814,441 
49.170,111 
35,687, 268 

•47,344,176 . 

jn, 939,388 
Mijsactiuietls   $235, 782 (674,925 

8,389,112 
92. 326.613 

Michigan  65,474,623. 
47,344,176. 

21.398.243 
Minnesota  
Mississippi  

188,089 141,066 47,023 . 
Montana          
Nebraslta                                                                                                        . ..  
Nevada        „  
New Hampshire                                                                                   . __   _.. __        _          -        
New Jersey  1,270,813 . 1.270,813 
New Mexico    , 
New York...  ..     1.404,704,575 490,787,804 913,916.771 
North Carolina  
North Dakota                                                                                                          
Ohio , 20.060,807 . 

13,837,400 
4.949,402 . 
9.476.079 . 

15.111,405 
Oklahoma      4.361.321 
Oregon    
Pennsylvania       . , 6,967 301 2,816.506 . 4,150,795 
Puerto Rico  
Rhode Island.  ... 1 235,891 930.200 290.097 15,594 
South Carolina  
South Dakota.     __.                                                                                                                                   ..   _ 
Tennessee   482,979 . 

128,796,756 
479,089. 3.890 

Texas  _ 34.771,647 94,025.109 

Vermont..          ._                                                                                                                     .             .     ._ 

Washington    . 38,458,202 5,581,294 32,876,909 
West Virginia  
Wisconsin    
Wyoming 

71,037.979 810.113 5,440.002 52,456,482 12.331.382 

Total   ...   2.386,752,798 671.388.042 155,884.641 1,285,618,131 273,861,984 

< Excludes title XX. 
> Does not include amounts over allotment limits set forth in sec. 1130 of Social Security Act. 
> While we believe the large majority of this claim to be for the prs-June 1972 period, there may be some amounts 

attributable to the period after June 30,1972. 

Note; The amounts contained in the agreements between the Department and the States may be slightly different than 
those in this chart because of technical adjustments made after the compilation of the chart 

We wish to impress upon the Subcommittee that all States, regardless of whether 
they are to receive payments under the settlement bill, have received Federal 
funds for the operation of their social service programs. The paid claims listed 
above identify only those which the Department has questioned and which re- 
main unresolved. Since 1962, the Department disbur.'sed in excess of $12 billion 
for States' social service programs prior to the enactment of title XX. Of this 
amount there is an indefinite portion that, in the absence of the settlement bill, 
would be subject to audit and repayment to the Federal government. Thus, while 
some States are not to receive payments under this bill, they have a considerable 
interest in insuring that funds already received by them will no longer be subject 
to question and potential recoupment. 

TIME  PERIODS FOR  FIUNO  CLAIMS 

A question was raised by the Subcommittee as to the time that elapses between 
the point when a State incurs an expenditure and the point at which the State 
requests the Department to reimburse that expenditure. While the Department 
has required States to submit quarterly expenditure reports within thirty days of 
the immediately preceding quarter, the common practice is to have svich reports 
submitted between forty-five and sixty days after the close of the quarter. At 
times, because of the magnitude of State programs. States may not identify an 
expenditure billable to the Department for a year after the expenditure was 
originally incurred. 

In isolated instances, as in the case of the States' "retroactive social service 
claims", there have been examples of States submitting claims for expenditures 
incurred as much as four years prior to the request for Federal reimbursement. 
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PURCHASE OP SOCIAL SERVICES BY STATES FROM PUBLIC VERSUS PRIVATE AGENCIES 

A concern was voiced by the Subcommittee that much of the funds claimed by 
States under the old social service titles to the Social Security Act might have been 
directed for use by private agencies or individuals under contract with the State 
welfare agency. After an examination of our records, we have determined that of 
the $2.4 liillion in dispute between the Department and the States, only the most 
minute amount is attributable to services rendered by private agencies. As far as 
we are able to determine, State agencies contracted with private agencies for the 
provision of approximately $8 million in services nationwide, or, about two-tenths 
of one percent of total amounts expended. 

DEPARTMENT OF JUSTICE, 
Washijigion, D.C., March 7, 1978. 

Hon. PETER W. RODINO, Jr., 
Chairman, Committee on the Judiciary, House of Representatives, Washington, D.C. 

DEAR MR. CHAIRMAN: This is in response to your request for the views of the 
Department of Justice on HR 10101, a bill "To authorize an appropriation to reim- 
burse certain expenditures for social services provided by the States prior to Octo- 
ber 1, 1975, under Titles I, IV, VI, X, XIV, and XVI of the Social Security Act." 

This bill would authorize reimbursement to the States for the costs of certain 
"social services" rendered to their citizens prior to October 1, 1975 with the expec- 
tation of federal reimbursement under the Social Security Act. The proposed bill 
authorizes $543,000,000 to be appropriated and to remain available until expended 
in settlement of various claims by the States for expenditures incurred under 
Titles I, IV, VI, X, XIV, and XVI of the Social Security Act. These pubUc assist- 
ance titles of the Social Security Act (now superceded by Title XX) authorize the 
establishment of cooperative federal-State welfare programs to assist needy people 
who qualify for as.sistance under the Act. These titles deal with aid to families 
with dependent children and a combination program with aid to the aging, blind, 
and disal>le(i. The Act provides for cash as.sistance as well as assistance in the form 
of social services, e.g., counseling, family planning, and child care, and help needy 
people obtain or retain the capal)ility for self-support to reduce their dependency. 
States welfare agencies may either provide these services themselves or they may 
purchase them from other States agencies in accordance with prescribed conditions. 
To receive federal p.iyment for purchased services, a State must show that the 
social services activities were actually being provided as part of the federally- 
assisted welfare programs imder a State plan approved by HEW as of the time for 
which federal reimbursement is claimed, and that valid purchase of services agree- 
ments were in effect at the time the services were rendered under the public assist- 
ance program. 

The bill would provide for the reimbursement of certain State claims which 
were submitted to HEW for payment, but which were rejected because the State 
authority had failed to satisfy the various criteria for payment under the statute 
and HEW regulations. The claims of some 22 States are now in litigation. The 
aggregate amount sought by these claimants easily exceeds one billion dollars. 
The proposed bill would settle the claims in litigation as well as any outstanding 
claims that could be made by other States. For those States filing claims with 
HEW piior to April 1, 1977, the State would receive 38 per cent of its claim that 
does not exceed 50 million dollars, 35 per cent of the claim between 50 million dol- 
lars and 150 million dollars, and 21 per cent of the remainder of the claim. Those 
States which did not a«sert an administrative claim prior to April 1, 1977 would 
have 90 days from the date of enactment to do so, and would be reimbursed for 15 
per cent of their claims. The amounts to be paid each State may be determined by 
the Secretary and the claimant State jointly by agreement, but if a State is dis- 
satisfied with the amount determined, the Secretary must conduct a hearing to 
determine the reimbiirseable amount. The bill provides that such determinations 
or findings by the Secretary for amounts payable are not reviewable by the courts. 
However, the appropriate district court docs have jurisdiction to enforce an agree- 
ment providing for the payment of a specific amount. There are other provisions 
of the proposed bill for priority consideration of claims previously made in the 
event that the amount authorized to be appropriated is insufficient to pay all 
claims. 

This bill implements provisions for the settlement of outstanding claims for 
social services reimbursement that were reached through extensive negotiation 
between HEW and the claimant States. 
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This bill would expand entitlement to sociiU services claims by the States for 
services rendered prior to October 1, 1975 but would not amend the current 
criteria for payment of these claims under the revised titles of the Social Security 
Act currently in effect as Title XX. 

Review of a State claim for federal reimbursement of the cost of purchased 
social services is a complex matter. The following criteria must be evaluated by 
HEW: 

(1) The State public assistance plan must describe the services to be provided. 
See 42 U.S.C. §§G02(a)(13), f)03(a)(3), 1382(a)(10), 1383(a)(4), 42 C.F.R. §§220.- 
C(a), 222.85, 220.2. Federal reiml)ursenient for a service, whether purchased or 
provided directly by the State puljlic assistance agency, may not be provided 
until after the State plan provision applicable to that service has l)een approved, 
and then only to the extent that the State plan provisions have been placed into 
operation on a statewide basis. See 42 C.F.R. §201.3(g). 

(2) The State plan must specifically identify the services which may be pur- 
chased from other agencies. See 45 C.F.R.  §226.1(a)(1). 

(3) There must be valid purchase agreements in existence prior to the rendering 
of social services imder that agreement. See 45 C.F.R. §226. 

(4) The expenditures that comprise the State's claims must be reimbursable 
under the requirements for Federal Financial Participation, that is, they must 
be statutorily aUowable costs. See 45 C.F.R. §§220.60,222.85. 

(5) Federal Financial Participation is not authorized if such services were 
previously available from provider agencies without costs, and therefore "other- 
wise reasonably available to individuals in need of them," 42 U.S.C. §603(a) 
(3)(D); 45 C.F.R.   §§220.Gl(c)(2); 222.87(1.)). 

Thus, this statutory scheme authorizes federal matching only for certain 
defined State expenditures, and the Secretary has a responsibility to insure that 
reimbursement is proper by utilizcng various tools given him by the Act with 
which to make such determination. Under the statute, the Secretary need not 
accept a State's estimate or report as the amount to which the State is entitled, 
nor must the Secretary accept the expenditures claimed by the State as the final 
determination of federal reimbursement to be paid the State. The Secretary is 
authorized to review and examine all State claims, be they claims for current 
operating expenses or claims for retroactive payments which the State submits 
for expenditures made in past fiscal quarters. Generally speiiking, the claims 
in litigation that would be settled by the bill were submitted retroactively for 
reimbursement of past fiscal quarters. Each of these claims is based upon potenti- 
ally hundreds of component parts, and the prospect of litigating the reimbursi- 
bility of each component part of social services claims submitted by each state 
is indeed awesome. 

While it is possible that many of the claims submitted do not technically 
qualify for reimbursement, we favor congressional settlement of these retro- 
active claims by the proposed bill in consideration of our exposure in excess of 
one billion dollars and the circumstances under which these claims have arisen. 
It is significant that reimbursement, while not technically supportable by the 
statute, would pay for welfare costs actually incurred by the States. The settle- 
ment would also relieve the Department of Justice and HEW of enormous liti- 
gation difficulties, including years of discovery and trial preparation. Finally, 
we must recognize that full discovery might well disclose a significant portion of 
the claims in litigation that woulfl justify reimbursement. 

The Department of Justice recommends enactment of this legislation. 
The Office of Management and Budget ha.s advised that there is no objection 

to the submission of this report and enactment of H.R. 10101 would be consistent 
with the Administration's objectives. 

Sincerely, 
PATRICI.\ M. W.^LD, 

AssiataTit Attorney General. 
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STATEMENT OF RBPBESENTATIVE JIM WRIGHT, MAJORITY 
LEADER, U.S. HOUSE OF REPRESENTATIVES 

"Blessed are the peacemakers," it saj's in the Bible, and that is what the 
members of the subcommittee are today as you undertake legislation to settle 
a dispute that has been going on between the Department of Health, Education 
and Welfare and 19 of the states for at least 5 years. 

Members are already familiar with the controverey that has attended—over 
the years—the matter of reimbursement b}'^ the fedeial government to the states 
for various services that the states provide to public assistance families. Because 
the regulations governing that reimbursement have changed several times in 
the pa-st few years, there now stands in dispute between the government and 19 
of the states a sum greater than one billion dollars. 

Some of this represents funds that states claim the Department of HEW owes 
them. Some represents payments HEW has made to the states but which it now 
says should not have been paid. Those payments HEW wants the states to give 
back. 

It has been a rancorous controversy—one that has spawned a number of 
lawsuits that could go on for years before being fully resolved. 

Now, however, the Department of Health, Education and Welfare, in negotia- 
tion with the states, has arrived at a formula to settle all the claims currently 
in dispute up to October 1, 1975, by means of payments in the amount of $.543 
million—the sum authorized by the bill members of the Subcommittee are now 
considering—H.R. 10101. 

It should be stressed first that, in case the federal government should lose in these 
court cases stemming from the social services reimbursement dispute, it could be 
liable for substantially greater payments to the states than this bill authorizes. So 
although $54.3 miUion is far from being a small sum, it potentially represents that 
much more again in savings to the government. This is one of the reasons that the 
Department of HEW ha.s itself advanced in support of the bill. 

The states, too, have pronounced themselves satisfied with the settlement that 
HR 10101 would allow us to implement. In every case, the money in dispute 
represents a federal share of expenditures long ago paid out of pocket by the 19 
states for services provided to poor people within their borders—services such as 
alcoholism and narcotic treatment, mental health services, vocational training, 
child welfare services, and the like 

In no case does any state receive the full amount of its claim outstanding, but in 
each case the sum to be paid is a compromise figure. Besides permitting the termi- 
nation of a number of pending court proceedings, at significant savings to the 
states, this bill will permit the Department of Health, Education, and Welfare to 
redirect some of its resources, now being expended in this controversy, to other 
needed tasks, and it will remove one irritant in the relations between the statea 
and the federal government in Washington. 

For these reasons, and in the interest of fairness and compromise, I urge mem- 
bers to consider this bill favorably. 
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SCHEDULE SHOWING EXPENDITURES INCURRED BEFORE ANO AFTER JULY 1, 1972. INCLUDED IN THE DISPUTED 
CLAIMS BY THE 28 STATES THAT NEGOTIATED A SETTLEMENT WITH HEW 

[Dollar amounts in millions] 

Total 
unpaid claims 

Unpaid claims for 
expenditures incurred 

Total 
paid claims 

Paid claims for 
expenditures incurred 

State 
Before 

July 1,1972 

From July 1, 
1972 to SepL 

30, 1975 
Before 

July 1, 1972 

From July 1, 
1972 to Sept. 

30, 1975 

Alabama     ,1.0. 

5.2 

tl.O 
Alaska  V, .3 

1.3 
J3.8 J3.8 

1.5 
6.0 . 

29.1 
£.0 . 

 issM" 
24.  . 

16.7 

.6 .9 
38.0 
28.7 . 

.7 . 
l.I . 

87.3 

29.5 J8.5 
28.7 

.7 
1.1 . 

77.2 

6.0 
24.9 4.2 

Georgia  
Idaho  
Illinois  io.'r 

6.0 

 87."3" 
j---- 
 i6i."i' 

2.4 
Louisiana .1 
Maine  2.2 

24.7 
142.0 
57.1 
49.4 

2.2 
13.8 
49.5 
35.7 
37.9 

Maryland 10.9 _ 
92.5 . 
21.4 
11.5 

Michigan  
Minnewta.. .         

8.4 . 
4.0 . 
.2 

8.4 
4.0 

.15 .05 
1.3 . 

914.0 
15.1 . 

1.3 . 
New York  914.0 490.0 

5.0 . 
13.8 
2.8 . 
1.2 
.5 . 

34.7 
5.6 
6.3 

490.0   .. 
Ohio 15.1 5.0 

4.3 9.5 
Pennsylvania 4.2 . 4.2 2.S 

.9 

 34.7". 
5.6   . 
.8 

.3 
Tennessee 

"92.7- 
32.8 
65.0 

« .5 
92.7 
32.8 
52.5 

Washin^on  
Wisconsin  12.5 5.5 

Total  1, 560.1 1, 274.5 285.6 829 5 670.15 159.35 

Amount 

Expenditures incurred t>ef 
Expenditures incurred (ro 

ore July 1, 1972 ($1,274.50+567 
n July 1,1972 to September 30, 

0.15)  (1,944.65 
1975 ({285.60+ 1159.35}    .. 444.95 

Total  2,398.60 

> Tennessee has unpaid claims of only (4,000. 

o 

S9 79 

y 
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