THOMAS A. SCULLY, U.S. Department of Health and Human Services

Thomas A. Scully is the former administrator of the Centers for Medicare and Medicaid
Services (“CMS”), the component of the Department of Health and Human Services (“HHS”)
that provides health insurance to more than 75 million Americans.! Before joining CMS, Mr.
Scully ran the Federation of American Hospitals and was the associate director of the Office of
Management and Budget.? He resigned from CMS after it was revealed that he was engaged in
job negotiations with law and investment firms with clients who would be affected by provisions
of the Medicare bill, for which he was the administration’s lead negotiator.?

Federal rules bar appointees from discussing post-government employment with
companies that could benefit from matters handled by those appointees.* HHS ethics rules state
that employees who seek jobs outside of government should recuse themselves from any official
matter that involves the potential employer.> On May 12, 2003, Mr. Scully received a waiver
from the HHS ethics office that permitted him to look for employment in the health care sector
because it was “neither practicable, nor in the interest of the Department, for Mr. Scully to
remain disqualified from such a large number of important and broadly applicable matters while
he is seeking future employment.”®

Under the terms of this waiver, Mr. Scully could look for employment with firms
representing the pharmaceutical and healthcare industries while still functioning as the top
negotiator on the legislative overhaul of the Medicare program.” The result was that lawmakers
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“who relied on Mr. Scully for information were kept in the dark™® about the fact that he was
seeking employment from firms that could benefit from the legislation “during the critical period
of his negotiations over Medicare policy.™

While acting as the lead negotiator for the Bush administration on “the broadest overhaul
of Medicare since the program’s inception,” Mr. Scully “arranged government travel in order
to facilitate his personal employment.”*! On one trip, he was reimbursed $26.84 for parking and
mileage to a D.C. appointment that he claimed was 19 miles away when, in fact, it was only two
miles from his HHS office.’* On another trip, Mr. Scully improperly billed the government for a
trip to Atlanta, where he met with representatives of Alston & Bird, one of his future
employers.”® To avoid legal troubles, Mr. Scully agreed to pay $9,782 for the trips he billed
improperly to the federal government.™

Mr. Scully’s work as administrator for CMS generated significant controversy. For
example, Richard S. Foster, the actuary for CMS, testified before Congress that Mr. Scully had
threatened to fire him if he disclosed a less-than-flattering cost estimate for the administration’s
prescription drug benefit program.® Also, as a former hospital lobbyist, Mr. Scully was
criticized for negotiating a weak settlement of fraud claims involving HCA Inc., the biggest
member of Mr. Scully’s former employer, the Federation of American Hospitals.'®
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On December 18, 2003, Mr. Scully announced he would be joining the law firm Alston
& Bird"" and the investment firm Welsh, Carson, Anderson & Stowe.*® Both of these firms have
clients and investments that substantially benefitted from the revamped Medicare legislation.
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