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FACT 1112.,.. 

.••If,reU4 Kadicaid ••i",.r nemoD.tratioDS 
aDd the Jgag Ca.. ' 

Background 
. !. .. 	 \ r • 

Benoy. Shalala involves a challenqe by AFDC_beneficiariesto one 
elemen~ of a California welfare demonstrationp;t'ojectapproved. in' 
1992 by the Department of Health and Human Service. (DHHS)' 
pursuant to Section' 1115, of. the Social Secur.ity Act. ,On July 1.4, 
1994, the Nin~ Circuit'Courtof Appeals ruled that, ~n approving
the de:m.onstration,'the Department had. not established an adequate
administ):,ative record reqardinq one of't.he waivers of federal law 
.	related to the demonstration'. The court, held. that because the " 
record did not reflect that HHS had taken into1accountpublic 
comments opposing this specific waiver the Department must ' 
reconsider this waiver in light of these objections., On~JUly 29, 
the Administration decided not to seek further,review of this 
decision.," 	 , 

'Ibo·Clinton Administration's Commitment to State Innoyation 

The Clinton Admin'istration is strongly committed to refor1ainq our 
health care and 'welfare systems 'and to working with states that 

.,wish to .conduct welfare and Medicaid demonstration projects. " 
Since January 1993, HHShas' approved five health care reform 

'-, 	 waivers, and sixteen welfare reform waivers: . With this,colDmitllent 
inmind,HHS and the Department of Justice carefully reviewed the 
cou.rt t s decision in Beno.· 
'. 	 . .--' 
Rationale for the'Ciinton Administration's Decision. 

.	Based on the, facts, of this case, the· nature of thec,ourt' s 
decision, "an~a desire to remain fully supportive of stat. health' 
care and welfare innovation,' the. Acblinistration believes that 
further review by the court would not be beneficial to the 
Department'. ability. and discretion t;q support state' 
experimentation., 	 ; ~ , 

The le9alhOldi~g is very l'imited.The decislonrequiies only 
that the Department createsomeadministratiye record to support.
its decision. Further,'the Appeals Court did not reach other 
important issues regarding the validity of ·~his waiver that were 
vigorouslyarqued,byplaintiffsin the lawsuit, and thatwould.l:Ie 
open 'for rev-iewin:a rehearing. , In light of these . 
consideration"the Administratiol'l belieVes-that requesting'
further review is not appropriate in this case. . 
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, ~Effect on california's Welfare Reform Demonatr.tipna 

'Californta:: ia conduci:inq several welfare reform demonstrations •. 

The ,courttsdecision does not require California to ,discontinue 

the Assis'tanee Payment Demonstration Project, the subject or the 


•lawsuit. ' In particular, the 'decision ,has no effect on the 

"aivers granted by the DHHS. to California that enable working'

recipients to keep more,of their~arninq8 and that permit more, 


, two-parent families to qualify for benefitsG The•• waivers were 
, not challenged in the lawsuit and remain in effect. FUrthe.r, the 
decision does'not invalidate California's reductions in ArDC ' 
benefits.,' , 

The decision also has no impact. on California's other 
i. 

welfare 

.demonstration project --, Work Pays which', includes Cal-Learn "-

that receIved approval by HHS this year. 


Under the court's decision, HHS will berecluired to reconsider 

.the previously granted waiver that relates to cali~ornia fS , 


subaission of new Medicaid, state plans, the only waiver vacated· ,

by the court. ' . 

Utecct on state'waiyer Demonstrations-

The Clinton Administration has follow~d procedur,es consistent 

with, the court's holding in revlewi~CJ demonstration proposals .and 

grantin9'.waiv~rs. ,Thus the opinion does not call into question

C?the:z: states' waivers'tha~ this, AdmInistration bas approved ° , 


RelationshiJj? to Welfare ,Reform 

The court' s decision has no effect- on .the Admin1stra'tion • s 

welfare reform proposal, the Work and Responsibility Act of .1994,· 

which retains the authority to provide walv~rs for-welfare 


, demcmstrations uncier Section 1115 of the Social Security Act. 

. " 
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