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Background 4 -
Beno v. Shalala involves a challenge by AFDC beneficiaries to one
element of a California welfare demonstration project approved in
1992 by the Department of Health and Human Services (DHHS). _
pursuant to Section 1115 of the Social Security Act. On July 14,
1994, the Ninth Circuit’ Court of Appeals ruled that, in approving

" the demonstration, the Department had not established an adequate
administrative record regarding one of the waivers of federal law
related to the demonstration. The court held. that because the

. record did not reflect that HHS had taken into account public

' comments opposing this specific waiver the Department must :
recongider this waiver in light of these cbjections.. On-July 29, .
the Administratlon dec1ded not to seek further review of thls

: decisxon. .

. The Clinton Administration is strongly committed to reforming our

health care and welfare systems and to working with states that
- wish to conduct welfare and Medicaid demonstration projects.

. Since January 1993, HHS has approved five health care reform
waivers and sixteen welfare reform waivers. With this commitment
in mind, HHS and the Department of Justice carefully revxewed the -
court's decision in Beno.‘ o o

-Based on the facts of thls case, the nature of the court' : .
decision, and a desire to remain fully supportive of state health’
care and welfare innovation, the Administration believes that ‘
further review by the court would not be beneficial to the
Department‘s ability and dlscretlon to support etate‘
experxnentation. S , : , : ,

The legal holding is very lxmxted. :The decision*requifes only
“that the Department create some administrative record to support
‘its decision. ' Further, ' the Appeals Court did not reach other

important issues regarding the validity of this waiver that were

vigorously argued. by plaintlffs in the lawsuit, and that would be .

open for review in'a rehearing. . In light of these -

considerations, the Admxnlstratlon believes that requeetlng
further review is not approprxate in this case.



JUL-29-1994 16:23 FROM - S 1o oasezeve ¢ P.@3

i . - Ty

%

ect on 's We Fare ef mon \tions

"Caleornia is conductlng several welfare reform demonstratlons._

. The court's decision does not require California to discontinue

~ the Asalstance Payment Demonstration Project, the subject of the

. lawsuit. In particular, the decision has no effect on the :
waivers granted by the DHHS to california that enable working -
recipients to keep more of their earnings and that permit more .

- two-parent fanllxes to qualify for benefits. These waivers were '
' not challenged in the lawsuit and remain in effect. Further, the .
decision does not invalidate California’‘s reductxons in AFDC »

bonefits. , o , .

The declsion also has no 1mpact on Callfornia'a other velfare
-~ .demonstration project -- Work Pays which includea Cal-Learn -
,'that received approval by HHS this year. '

Under the court’s decxszon, HHS will be required to reconsider
the previously granted waiver that relates to California's
‘submission of new xedzcald state plans, the cnly waiver vacated
by the court. : A A S ‘ .

' Effect on state Waiver Demonstrations

The Clinton Administration has followed procedures consistent

with the court's holding in reviewing demonstration proposals and
granting waivers. -Thus the opinion does not call into question -
other states' walvers that thls Adminxstratlon has approved,,

Bglggignghig ;Q ﬁelflgg Re:crm

The court's decision has no effect on the Administration s
- welfare reform proposal, the Work and Respongibility Act of 1994,
~which’ retains the. authorlty to provide waivers for welfare
demonstrations under Sectlon 1115 of the 80c1a1 Securxty Act.
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Presidential Records Act - [44 U.S.C. 2204(a)]

P1 National Security Classified Information [(a)(1) of the PRA]

P2 Relating to the appointment to Federal office [(a)(2) of the PRA]
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P6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed
of gift.
PRM. Personal record misfile defined in accordance with 44 U.S.C.
2201(3).
RR. Document will be reviewed upon request.
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b(1) National security classified information [(b)(1) of the FOIA]

b(2) Release would disclose internal personnel rules and practices of
an agency [(b)(2) of the FOIA]

b(3) Release would violate a Federal statute [(b)(3) of the FOIA]

b(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA] ’

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

b(7) Release would disclose information compiled for law enforcement
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