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Summary of Selected Medi-Cal Healthier California for All Initiatives 

 

The proposed Medi-Cal Healthier California for All reforms will substantially affect the delivery 
of behavioral health services for people involved in the criminal justice system. The proposed 
reforms align with and advance several key priorities of the Administration by recognizing the 
impact of Medi-Cal on the lives of its beneficiaries well beyond just accessing health services 
in traditional delivery settings. The proposed reforms establish a foundation where investments 
and programs within Medicaid can easily integrate, complement and catalyze the 
Administration’s plan to impact the State’s homelessness crisis, and support reforms of our 
justice systems for youth and adults who have significant health issues.  

Medi-Cal Healthier California for All has three key goals: identify and manage member risk and 
need through Whole Person Care Approaches and addressing Social Determinants of Health; 
move Medi-Cal to a more consistent and seamless system by reducing complexity and 
increasing flexibility; and improve quality outcomes and drive delivery system transformation 
through value-based initiatives, modernization of systems and payment reform. 

Many (but not all) of the proposed Medi-Cal Healthier California for All reforms take place 
within the context and timeline of renewing the Section 1115 waiver, which modifies the ways 
that federal Medicaid rules regarding eligibility and included benefits are implemented in 
California. The current Section 1115(a) Medicaid Waiver in California, also known as Medi-Cal 
2020, was approved by CMS on December 30, 2015 and is effective through December 31, 
2020. DHCS must obtain permission from CMS regarding all components of the Section 1115 
waiver renewal.  

Criminal justice partners are welcome to provide DHCS with timely feedback about the 
proposed reforms. DHCS is open to feedback regarding the content of proposals as well as the 
proposed timelines for implementation. DHCS will review all comments submitted before 
February 29, 2020 at CalAIM@dhcs.ca.gov. Additional venues for input include the Behavioral 
Health Stakeholder Advisory Committee (BH-SAC) meetings, which take place quarterly. The 
next BH-SAC meeting is scheduled for February 12, 2020. 

This handout summarizes selected elements of the Medi-Cal Healthier California for All 
proposal with a focus on proposed reforms that would directly affect the justice involved 
population with behavioral health service and treatment needs. It does not include elements of 
the proposal that would indirectly affect the justice involved population, such as behavioral 
health payment reform and the requirement that counties create population health 
management plans. This handout summarizes a subset of the proposed Behavioral Health 
reforms via excerpts from the proposal. 
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Enhanced Care Management and In Lieu Of Services 

Background and Current Policy for Enhanced Care Management Proposal: The proposed 
enhanced care management benefit will replace the current Health Homes Program and 
elements of the Whole Person Care pilots, building on positive outcomes from those programs 
over the past several years. It is the State’s intention to implement this new initiative in a 
complementary, rather than duplicative, manner that will build upon the strengths and 
foundations of these existing programs. DHCS recognizes the significant investment of the 
Whole Person Care entities in building the capacity for these services and intends to build on 
those investments and infrastructure in order to continue the positive outcomes achieved by 
the pilots. 

Need for Enhanced Care Management Proposal: Depending on the needs of the beneficiary, 
some individuals may need to access six or more separate delivery systems (managed care, 
fee-for-service, mental health, substance use disorder, developmental, dental, In Home 
Supportive Services, etc.). Given the similarities in target populations across Medi-Cal delivery 
systems, beneficiaries are likely to be eligible for multiple programs that include some level of 
care management, depending on the efforts that are underway in their county of residence. 
Additionally, as one would expect, the need for care coordination increases with greater 
system fragmentation, greater clinical complexity, and/or decreased patient capacity for 
coordinating their own care.  

Summary of Enhanced Care Management Proposal: DHCS is proposing the implementation of 
a single, comprehensive enhanced care management benefit within Medi-Cal managed care. 
An enhanced care management benefit would provide a whole-person approach to care that 
addresses the clinical and non-clinical needs of high-need Medi-Cal beneficiaries. Enhanced 
care management is intended for members at the highest risk level who need long-term 
coordination for multiple chronic conditions, including behavioral health conditions, and 
multiple social needs, as well as utilization of multiple service types and delivery systems. 
DHCS target populations under the proposed enhanced care management benefit include, but 
are not limited to: high utilizers with frequent hospital or emergency room visits/admissions; 
individuals at risk for institutionalization with serious mental illness; children with complex 
health needs; individuals transitioning from incarceration; and individuals experiencing chronic 
homelessness or at risk of becoming homeless. 

Enhanced care management emphasizes prevention, health promotion, continuity and 
coordination of care which advocates for and links members to services as necessary across 
providers and settings and seeks to provide care in the least restrictive and most integrated 
settings. Enhanced care management services will extend beyond standard care coordination 
and disease management activities. They will be concentrated on the coordination and 
monitoring of cost-effective, high quality, direct care services, as well as connections to 
needed community supports for non-direct care needs. Through collaborative leadership and 
systematic coordination among public and private entities, enhanced care management will 
identify target populations, share data between systems, and coordinate care in real time. 

Enhanced care management will be administered by the Medi-Cal managed care plans, who 
will have direct responsibility for establishing enhanced care management programs and 
criteria for their members and contracting with public and private providers to deliver such 
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services. In addition, DHCS expects that plans will work in coordination and collaboration with, 
and even contract when appropriate, with county behavioral health systems who often are the 
primary providers of services to a subset of Medi-Cal beneficiaries.  

For individuals with a primary serious mental illness diagnosis, children with serious emotional 
disturbance, or substance use disorder, county behavioral health staff should be considered to 
serve as the enhanced care management provider through a contractual relationship, so long 
as they agree to coordinate all the services (physical, developmental, oral or long-term care) 
needed by those target populations, not just their behavioral health needs. These staff will 
focus on the behavioral health needs and interventions for the Medi-Cal beneficiary, act as a 
resource for the Medi-Cal managed care plan in managing the needs of this population and 
ensuring that these beneficiaries are linked to appropriate county resources; as well as other 
resources that have more experience and documented success in working with those living 
with these conditions.  

The proposed enhanced care management benefit will engage both care managers and 
community health workers. Care managers are encouraged to develop relationships with 
members and their families, engage members and families in needs assessment and care 
planning processes, and work with the primary care provider to address the member’s needs 
in coordinating physical and behavioral health care. Community health workers can also be 
used to improve outreach and provide care coordination services to beneficiaries.  

Opportunities to Provide Input and Timeline for Input:  

February 19, 2020: Enhanced Care Management/In Lieu Of Services workgroup meeting 

Medi-Cal managed care plans can submit to DHCS additional optional target populations, in 
addition to the mandatory target populations listed above. The Medi-Cal Healthier California for 
All enhanced care management workgroup will need to review and discuss other potential 
county funding interactions with this benefit to ensure there is no duplication of funding. 

Proposed Enhanced Care Management Implementation Timeline:  

July 1, 2020: Medi-Cal managed care plans submit transition plans 

January 1, 2021: Medi-Cal managed care plans submit Enhanced Care Management Model of 
Care proposals for multiple target populations, not including individuals transitioning from 
incarceration 

January 1, 2023: Medi-Cal managed care plans submit Enhanced Care Management Model of 
Care proposals for individuals transitioning from incarceration 

Since DHCS is looking to build on the infrastructure from the Health Homes Program, parts of 
the Whole Person Care pilots and Targeted Case Management, Medi-Cal managed care plans 
will be required to submit a transition plan to the State by July 1, 2020 demonstrating how they 
will transition such existing programs into their enhanced care management and in lieu of 
services programs; and demonstrate a good faith effort to come into agreement with and 
contract for enhanced care management and in lieu of services, with such health homes 
providers, Whole Person Care entities and Local Governmental Agencies already providing 
such services. Additionally, if the Medi-Cal managed care plan and existing provider cannot 



4 | P a g e  
 

come to agreement, the Medi-Cal managed care plans will need to provide DHCS information 
as to why such entities were not able to come to agreement. 

By January 1, 2021, all Medi-Cal managed care plans will need to submit to DHCS an 
Enhanced Care Management Model of Care proposal as a part of their population health 
management plan and complete readiness for the following mandatory target populations: high 
utilizers with frequent hospital or emergency room visits/admissions; individuals at risk for 
institutionalization with Serious Mental Illness, children with Serious Emotional Disturbance or 
Substance Use Disorder with co-occurring chronic health conditions; individuals at risk for 
institutionalization, eligible for long-term care; nursing facility residents who want to transition 
to the community; children or youth with complex physical, behavioral, developmental and oral 
health needs (i.e. California Children Services, foster care, youth with Clinical High Risk 
syndrome or first episode of psychosis); and individuals experiencing chronic homelessness or 
at risk of becoming homeless. 

 

Background and Current Policy for In Lieu of Services Proposal: According to federal Medicaid 
program rules, “in lieu of services” are medically appropriate and cost-effective alternatives to 
services that can be covered under the State Plan. In lieu of services are flexible wrap-around 
services that a managed care plan will integrate into its population health strategy. In lieu of 
services may be focused on addressing combined medical and social determinants of health 
needs and avoiding higher levels of care. They are typically delivered by a different provider or 
in a different setting than traditional State Plan services.  

An in lieu of service can only be covered if the State determines that the service is a medically 
appropriate and cost-effective substitute or setting for the State Plan service; the services are 
optional for beneficiaries and they are not required to use the in lieu of services; and the in lieu 
of services are authorized and identified in the State’s Medi-Cal managed care plan contracts. 
For example, in lieu of services might be provided as a substitute for, or to avoid, hospital or 
nursing facility admissions, discharge delays, and emergency department use.  

Need for In Lieu of Services Proposal: The Whole Person Care pilots and Health Homes 
Program built a foundation for an integrated approach to coordinating medical care, behavioral 
health and social services to improve beneficiary health outcomes. However, the 
implementation of these programs has varied across California and did not provide a statewide 
platform to comprehensively address the needs of beneficiaries with the most complex health 
challenges. Currently, Medi-Cal strategies to address beneficiaries’ social determinants of 
health vary across the State, depending on the initiatives underway in different regions.  

The in lieu of services framework allows for regions that do not currently have a sufficient 
infrastructure to provide the full array of services to build network capacity in a way that meets 
the unique needs of their residents. This may include partnerships to develop physical 
infrastructure, as well as collaborations with new provider types who have not historically 
worked with Medi-Cal. This will also set the stage for Medi-Cal managed care plans to be 
prepared for an integrated long-term services and supports managed care program by 2026. 

If ultimately approved, adoption of this set of in lieu of services will provide additional support 
to beneficiaries with complex medical and behavioral health needs who experience socio-
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economic conditions that impede their ability to achieve their health goals. These 
circumstances put them at risk of hospitalization, institutionalization, or in need of other higher 
cost services. 

Summary of In Lieu Of Services Proposal: DHCS is proposing to implement in lieu of services, 
which would be provided as a substitute, or to avoid, other services such as a hospital or 
skilled nursing facility admission or a discharge delay. In lieu of services would be integrated 
with Case or Care Management for members at high levels of risk and may fill gaps in state 
plan benefits to address medical or social determinants of health needs. Examples of in lieu of 
services include but are not limited to: housing transition and sustaining services, recuperative 
care, respite, home and community based wrap around services for beneficiaries to transition 
or reside safely in their home or community, and sobering centers.  

Once adopted, Medi-Cal managed care plans will integrate in lieu of services into their 
population health management plans – often in combination with the new enhanced care 
management benefit – to address gaps in State Plan benefit services. Medi-Cal managed care 
plans will develop a network of providers of allowable in lieu of services with consideration for 
which community providers have expertise and capacity regarding specific types of services. 
The use of in lieu of services is voluntary to both beneficiaries and Medi-Cal managed care 
plans. Each service will have defined eligible populations, code sets, providers, restrictions, 
and limitations. However, individual in lieu of services may be used together with other 
complementary in lieu of services based on individual needs and may be combined with 
enhanced care management services for high-risk, complex-need individuals. In lieu of 
services should not replace existing State, federal or community efforts to address the social 
determinants of health, but used to fill in gaps to address the needs of particularly vulnerable 
members and avoid more costly services. 

Opportunities to Provide Input and Timeline for Input: Stakeholder feedback will be critical to 
ensuring that the services DHCS has identified will adequately be able to address the critical 
needs of beneficiaries. Input on strategies for building the necessary service infrastructure in a 
cost-effective manner will also be critical. DHCS is also interested in feedback on the eligible 
populations, potential restrictions and limitations, and appropriate provider types to deliver this 
new set of services.  

Proposed Implementation Timeline:  

July 1, 2020: Medi-Cal managed care plans submit transition plans 

January 1, 2021: Statewide implementation and inclusion of in lieu of services in Medi-Cal 
managed care plan contracts 

Since DHCS is looking to build on the infrastructure from the Health Homes Program, parts of 
the Whole Person Care pilots and Targeted Case Management, Medi-Cal managed care plans 
will be required to submit a transition plan to the State by July 1, 2020 demonstrating how they 
will transition existing programs into their enhanced care management and in lieu of services 
programs. The plans must also demonstrate a good faith effort to come into agreement with 
and contract for enhanced care management and in lieu of services, with Health Homes 
providers, Whole Person Care entities, and Local Governmental Agencies providing such 
services. DHCS recognizes the significant investment in infrastructure, as well as the existing 
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expertise in providing these types of services, by our local county and other public/private 
partners and expects Medi-Cal managed care plans to partner with these entities to provide 
these services. Finally, if the Medi-Cal managed care plan and existing provider cannot come 
to agreement, the Medi-Cal managed care plans will need to provide DHCS information as to 
why such entities were not able to come to agreement. Once adopted, Medi-Cal managed care 
plans will integrate in lieu of services into their population health management plans – often in 
combination with the new enhanced care management benefit – to address gaps in State Plan 
benefit services. 

The use of in lieu of services are voluntary, but the combination of enhanced care 
management and in lieu of services allows for a number of integration opportunities, including 
an incentive for building an integrated managed long-term services and supports (MLTSS) 
managed care program by 2026 and building the necessary clinically-linked housing 
continuum for our homeless population. In order to be equipped with the required MLTSS and 
housing infrastructure, the State must use its ability to provide our Medi-Cal managed care 
plans with financial incentive payments established to drive plans and providers to invest in the 
necessary delivery and systems infrastructure, build appropriate care management and in lieu 
of services capacity, and achieve improvements in quality performance and measurement 
reporting that can inform future policy decisions. 

 

Mandatory Warm Handoffs from County Jail for People Receiving Behavioral Health 
Services While Incarcerated 

Background and Current Policy: A warm handoff is a handoff that is conducted in person, 
between two members of the health care team, in front of the patient (and family if present). 
Warm handoffs can help address communication issues when people are released from 
incarceration, which in turn can improve quality of care.  

Need for Proposal: Justice involved individuals often receive both medical and behavioral 
health services while incarcerated. Upon release from jail, proper coordination is needed to 
ensure the physical and behavioral health needs of an individual continue to be met. Some 
people incarcerated in county jails may not be able to access timely Medi-Cal services after 
release. 

Summary of Proposal: The proposed reform would require all counties to implement warm 
handoffs from county jail release to county behavioral health departments, in cases where the 
inmate was receiving behavioral health services while incarcerated, to allow for continuation of 
behavioral health treatment in the community. DHCS will look to counties to implement medical 
record release processes that would allow medical records to be shared with the county 
behavioral health providers, prior to or upon release from jail. 

DHCS is also looking to leverage H.R. 6 SUPPORT Act provisions that may make it possible 
to begin providing enhanced care management for individuals exiting from incarceration with 
known medical and behavioral health needs 30 days prior to release. Lastly, these efforts will 
support the scaling of diversion efforts aimed at keeping some of the most acute and 
vulnerable individuals with serious medical or behavioral health conditions out of jail/prison and 
in their communities. In this case, Medi-Cal managed care plans can contract with county and 
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non-profit entities that work to meet the health care needs of those who are involved in pre or 
post booking diversion behavioral health and criminogenic treatment programs and, thus, are 
at risk for incarceration and could, through care coordination and service placement, have a 
treatment plan built to avoid incarceration and get into community-based care and services. 

Proposed Implementation Timeline: By January 1, 2023, all Medi-Cal managed care plans 
would need to submit to DHCS an Enhanced Care Management Model of Care proposal for 
reentry for individuals transitioning from incarceration. Reentry transitions involve working 
closely with corrections departments, including probation, courts and the local county jail 
system to ensure connections to care once individuals are released from jail. While there is 
some infrastructure in place for this enhanced care management target population due to 
Whole Person Care Pilots, these type of arrangements take significant coordination between 
the managed care plan, counties, sheriff, probation and other key stakeholders.  

Conversely, DHCS would consider whether the post incarceration/reentry bundles that were 
created in Whole Person Care pilots could continue in those counties on January 1, 2021, but 
would to give other counties more time to build such relationships and programs.  

 

Mandatory Pre-Release Medi-Cal Application Process 

Background and Current Policy: In 2004, the Centers for Medicare & Medicaid Services (CMS) 
issued a State Medicaid Director letter, entitled “Ending Chronic Homelessness,” that 
encouraged states to ensure that applications for Medicaid are processed in a timely manner 
so that individuals can receive Medicaid-covered services immediately upon release from a 
public institution. 

On May 6, 2014, DHCS provided guidance in All-County Welfare Directors Letter #14-24, on 
the pre-release application process for State inmates who apply for Medi-Cal coverage. 
Subsequently, on June 25, 2014, DHCS clarified in All County Welfare Directors Letter #14-
24E, that the guidance issued in the May 2014 letter is also applicable to county inmates. 
However, a specific pre-release process to facilitate the applications for county inmates was 
not defined and implementation of such process was voluntary. 

At least eighteen counties already have a pre-release application process in place. There are 
generally three models currently being used for various county inmate pre-release application 
programs: contracts with the sheriff’s office, contracts with the county jail, and contracts with 
multiple entities. The current pre-release application process varies from county to county. 
After surveying a subset of counties, DHCS learned that relatively larger counties with pre-
release programs, such as Orange County and Stanislaus County, have agreements with 
third-party entities (i.e. community-based organizations or vendors) to streamline the pre-
release application process and to provide dedicated application intake staff that visit 
individuals at the county jail while still in custody. Of the smaller counties surveyed, Yolo 
County has an agreement with the Sheriff’s Department to establish communication channels 
and set up physical stations at the correctional facility, as well as security clearances for 
designated county staff to speak with the county inmate applicant directly. 

Need for Proposal: The proposed mandated county inmate pre-release application process will 
standardize policy, procedures, and collaboration between California’s county jails, county 



8 | P a g e  
 

sheriff’s departments, juvenile facilities, county behavioral health and other health and human 
services entities. This collaboration aims to ensure that eligible individuals are enrolled in 
Medi-Cal prior to release and will establish a continuum of care and ongoing support that may 
ultimately help to reduce the demand for costly and inappropriate services. 

Summary of Proposal: The proposed reform would mandate that all counties implement a 
county inmate pre-release Medi-Cal application process by January 1, 2022. The goal of the 
proposal is to ensure the majority of county inmates/juveniles that are eligible for Medi-Cal and 
are in need of ongoing physical or behavioral health treatment receive timely access to Medi-
Cal services upon release from incarceration. Additionally, DHCS is proposing to mandate all 
counties implement warm-handoffs from county jail release to county behavioral health 
departments when the inmate was receiving behavioral health services while incarcerated to 
allow for continuation of behavioral health treatment in the community. DHCS will look to 
counties to implement medical record release processes that would allow medical records to 
be shared with the county behavioral health providers, prior to or upon release from jail. 

Opportunities to Provide Input and Timeline for Input:  

February 7, 2020: Mandatory pre-release application process on the Consumer-Focused 
Stakeholder Workgroup agenda 

March 1, 2020: Establish workgroup with County Welfare Director’s Association and Counties 
to develop and vet implementation plan 

July 1, 2020: All county guidance development 

October 1, 2020: County and stakeholder feedback process 

Proposed Implementation Timeline:  

January 1, 2021: Publish All County Welfare Director Letter 

January-December 2021: County implementation planning and technical assistance 

January 1, 2022: Counties implement a county inmate/juvenile pre-release application process 

 

Administrative Integration of Specialty Mental Health and Substance Use Disorder 
Services 

Background and Current Policy: California’s mental health managed care plan operates under 
the authority of a Section 1915(b) waiver, substance use disorder managed care plans operate 
under the authority of a Section 1115 demonstration waiver, and the substance use disorder 
fee-for-service program is authorized through California’s Medicaid State Plan. For the mental 
health and substance use disorder managed care plans, DHCS contracts with counties to act 
as prepaid inpatient health plans to provide, or arrange for the provision of, specialty mental 
health services and substance use disorder treatment services to beneficiaries. While the 
specialty mental health services program is a statewide benefit, the substance use disorder 
managed care program is only covered in counties that have “opted-in” and are approved to 
participate by DHCS and CMS. 
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Fifty-six mental health managed care plans administer the specialty mental health services 
program, including two joint arrangements in Sutter/Yuba and Placer/Sierra. For substance 
use disorder services, 30 counties administer the substance use disorder managed care 
program, covering 93 percent of the Medi-Cal population. The remaining 28 counties provide 
less robust substance use disorder treatment services through the fee-for-service delivery 
system. Eight of these counties are working with a local Medi-Cal managed care plan to 
implement an alternative regional model for substance use disorder managed care. 

Medi-Cal specialty mental health and substance use disorder treatment services are currently 
administered through separate, unique structures at the county level. Beneficiaries with co-
occurring mental health and substance use disorder services needs must navigate multiple 
systems to access care. Beneficiaries must review multiple handbooks and provider 
directories, navigate separate intake and assessment processes, and often travel to multiple 
locations to receive care. Counties and providers face challenging documentation and coding 
requirements, especially for beneficiaries with both substance use disorders and mental health 
conditions. 

Need for Proposal: Research indicates that approximately 50% of individuals who have a 
serious mental illness have a co-occurring substance use disorder and that those individuals 
benefit from integrated treatment. Since the State provides Medi-Cal-covered substance use 
disorder and specialty mental health services through two separate county-operated delivery 
systems, it is difficult for counties to provide integrated treatment to individuals who have co-
occurring disorders. For example, counties participating in both substance use disorder and 
mental health managed care plans are subject to two separate annual quality assessments, 
two separate post payment chart audits, and two separate reimbursement and cost reporting 
methods. In order to comply with these separate processes, counties providing integrated 
treatment to a Medi-Cal beneficiary must document the substance use disorder service 
separately from the mental health service. For substance use disorder managed care counties, 
administering two distinct prepaid inpatient health plans must demonstrate compliance with 
federal managed care requirements twice, essentially running two almost entirely separate 
managed care programs with duplicative processes for quality improvement and performance 
measurement, beneficiary appeals, and program integrity. 

Summary of Proposal: The purpose of this proposal is to make necessary State and county 
changes that would provide substance use disorder treatment and specialty mental health 
services through one behavioral health managed care delivery system. DHCS has identified 
integration priorities as either clinical integration (i.e., screening, assessment, treatment 
planning, etc.) or administrative integration for the plans and for DHCS (i.e., contracts and 
electronic health record integration, etc. or compliance reviews and licensing and certification, 
etc.). The detail of these proposals is beyond the scope of this summary but can be reviewed 
in the full proposal on pages 81-85.  

Opportunities to Provide Input and Timeline for Input: Revision of the Behavioral Health 
Integration proposal is on the agenda for the February 26, 2020 Medi-Cal Healthier California 
for All Behavioral Health workgroup meeting. 

Proposed Implementation Timeline: The goal would be to submit for a single, integrated 
behavioral health managed care plan in each county or region responsible for providing, or 
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arranging for the provision of, specialty mental health and substance use disorder services 
under the next 1915(b) waiver in 2026. Both State-level and county-level activities will be 
required to achieve this goal. Successful implementation will require careful sequencing and 
planning and a phased-in approach where cohorts are considered. 

 

Revision of Behavioral Health Medical Necessity Criteria 

Background and Current Policy: DHCS contracts with counties to deliver specialty mental 
health and substance use disorder services to Medi-Cal beneficiaries who meet medical 
necessity criteria for the programs. Today, for specialty mental health and substance use 
disorder services, the medical necessity criteria for each program specifies requirements that 
beneficiaries must meet to be eligible for such services. The medical necessity criteria for each 
program also delineates service and intervention requirements that must be met.  

Existing medical necessity determinations are driven by diagnostic determinations and 
documentation of functional impairments. The current medical necessity criteria for both 
mental health and SUD services requires individuals to meet program specific requirements to 
be eligible. The existing medical necessity criteria for specialty mental health services includes 
three components: covered diagnoses, functional impairment, and intervention criteria. These 
three components represent two distinct concepts: 1) whether a beneficiary meets eligibility 
criteria for a certain level of care (i.e., covered diagnoses and functional impairment); and, 2) 
whether the services are medically necessary (i.e., intervention criteria). Changes to the ASAM 
assessment are particularly important. Housing and criminal justice will soon be integrated into 
the national ASAM criteria. 

Need for Proposal: The medical necessity criteria for specialty mental health and substance 
use disorder services, as currently defined, is outdated, lacks clarity, and should be re-
evaluated. Existing medical necessity determinations are driven by diagnostic determinations 
and documentation of functional impairments. This issue creates confusion, misinterpretation, 
and could affect beneficiary access to services as well as result in disallowances of claims for 
specialty mental health and substance use disorder services. 

Summary of Proposal: The proposed reform would modify the medical necessity criteria for 
mental health and SUD treatment services to align with state and federal requirements. It 
would also delineate and standardize the benefit statewide.  

DHCS is proposing to separate the concept of eligibility for receiving specialty mental health or 
substance use disorder services from the county and medical necessity for behavioral health 
services. The proposed reforms would shift the focus from diagnosis to level of impairment 
rather than continuing to let diagnoses drive delivery system and funding decisions. It will allow 
counties to provide and be paid for treatment services to meet a current mental health and/or 
SUD need prior to the provider determining whether there is a covered diagnosis.  

In addition, the proposed reforms would: identify an existing or develop a new statewide, 
standardized level of care assessment tool – one for beneficiaries 21 and under and one for 
beneficiaries over 21 – that would be used by counties, Medi-Cal managed care plans, and 
providers to determine a beneficiary’s need for mental health services, if any, and which 
delivery system is most appropriate to cover and provide treatment; revise the existing 
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intervention criteria to clarify that specialty mental health services are to be provided to 
beneficiaries who meet the eligibility criteria for specialty mental health and that services are 
reimbursable when they are medically necessary and provided in accordance with the Medi-
Cal State Plan instead of the existing state service criteria; align with federal requirements by 
allowing a physician’s certification/recertification to document a beneficiary’s need for acute 
psychiatric hospital services; and make other technical corrections to address outdated 
references to the Diagnostic and Statistical Manual of Mental Disorders, Fourth Edition (DSM-
4), rather than the more current DSM-5, and reflect federal diagnostic coding requirements 
related to use of International Classification of Diseases (ICD) code sets. 

Since the draft proposal was released in October 2019, DHCS has stated its intention to utilize 
a revised version of the ASAM criteria that is more sensitive to the needs of justice involved 
people at reentry. Anticipated changes to the national ASAM criteria will include information 
about criminal justice involvement and housing need. 

Opportunities to Provide Input and Timeline for Input: Medical Necessity and Behavioral Health 
Integration on the agenda at the February 26, 2020 Behavioral Health workgroup meeting. 

Proposed Implementation Timeline: If changes are approved, they will go into effect on 
January 1, 2021 with the approval of the 1115 and 1915(b) waivers. 

 

Drug Medi-Cal Organized Delivery System  

Background and Current Policy Overall: The Drug Medi-Cal Organized Delivery System (DMC-
ODS), also known as substance use disorder managed care, provides a continuum of care for 
substance use disorder treatment. The DMC-ODS is modeled after the American Society for 
Addiction Medicine criteria, which are a set of guidelines for placement, continued stay, and 
transfer or discharge of patients with addiction and co-occurring conditions. The substance use 
disorder managed care program is only offered in counties that have “opted-in” and are 
approved to participate by DHCS and CMS. Currently 30 counties administer the SUD 
managed care program, covering 93 percent of the Medi-Cal population. In doing so, they 
have made tremendous strides in improving the continuum of care for Medi-Cal beneficiaries 
with substance use disorder (SUD) treatment needs. The remaining 28 counties provide less 
robust SUD treatment services through the fee-for-service delivery system. Eight of these 
counties are working with a local Medi-Cal managed care plan to implement an alternative 
regional model for SUD managed care.  

The 30 counties that have implemented the substance use disorder managed care program 
have made tremendous strides in improving the continuum of care for Medi-Cal beneficiaries 
with SUD treatment needs. Implementation across 30 California counties has also yielded 
lessons learned and opportunities to clarify or change policies to support the goal of improved 
beneficiary care and administrative efficiency. DHCS also acknowledges that for many 
counties, the substance use disorder managed care model of care is still very new, since 
implementation was phased in over several years. 

Need for Overall Proposal: In many counties, the substance use disorder managed care model 
of care is still very new or has not yet been able to be implemented. Through applying best 
practices and lessons learned, DHCS proposes clarifying or changing policies to support the 
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goal of improved beneficiary care and administrative efficiency for substance use disorder 
treatment. 

Summary of Proposals Overall: The proposed reforms would incorporate the substance use 
disorder managed care program into a comprehensive Section 1915(b) waiver that includes 
medical, mental health, and SUD managed care plans. The expenditure authority for 
residential treatment provided in an Institution for Mental Disease would continue to be 
authorized through Section 1115 waiver authority. While participation in the substance use 
disorder managed care program will continue to be voluntary for counties, DHCS would like to 
work with counties not currently participating to explore ways to encourage the remaining 
counties to opt-in in hopes of promoting statewideness. 

DHCS is exploring opportunities to improve the substance use disorder managed care 
program based on experience from the first several years of implementation. Accordingly, 
DHCS proposes clarifying or changing policies to support the goal of improved beneficiary care 
and administrative efficiency. Of the multiple proposed reforms that DHCS mentions, only 
those most relevant to the justice involved population are highlighted here. 

Residential Treatment Length-of-Stay Requirements: Currently, within a 365-day period, adult 
residential substance use disorder treatment services may be authorized for two non-
continuous stays, for up to 90 days for each stay, with one 30-day extension permitted for one 
of the stays. Similarly, within a 365-day period, adolescent residential treatment services may 
be authorized for two non-continuous stays; however, stays for adolescents are limited to 30 
days each stay, with one up to 30-day extension allowed for one of the stays. 

Residential length-of-stay should be determined based on the individual’s condition, medical 
necessity, and treatment needs. Given that the two-episode limit is inconsistent with the clinical 
understanding of relapse and recovery from substance use disorders, DHCS proposes to 
remove this limitation and base treatment on medical necessity, reimbursing services up to the 
maximum number of authorized days, as agreed upon with CMS, in a 365-day period. DHCS 
further proposes that there be no distinction between adults and adolescents for these 
particular requirements. 

As such, DHCS will examine the possibility of tracking and documenting the average length-of-
stay for only those substance use disorder managed care enrollees that achieve positive 
treatment outcomes. Furthermore, with the substantial rise in methamphetamine usage and 
overdose deaths in California, DHCS will work closely with CMS to negotiate a residential 
treatment benefit that takes into account the increased clinical needs of individuals utilizing 
stimulants. 

Residential Treatment Definition: The current definition of residential treatment in California 
does not clearly define the amount, duration, and scope of covered services, and there are 
different treatment standards and limitations for adults and adolescents. 

DHCS proposes that the definition of residential treatment be updated to remove the 
adolescent length-of-stay limitations, and to add mandatory provisions for referral to 
medication assisted treatment. DHCS would also propose to remove the distinction between 
adults and adolescents for these particular requirements, with the exception of Early and 
Periodic Screening, Diagnostic, and Treatment services. 
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Recovery Services: As part of Dimension 6 (Recovery Environment) of the American Society 
for Addiction Medicine criteria, during the transfer/transition planning process, beneficiaries 
shall be linked to applicable recovery services. Beneficiaries may access recovery services 
after completing their course of treatment whether they are triggered, have relapsed, or as a 
preventive measure to avoid relapse. 

DHCS proposes to clarify the following policies related to recovery services by: specifying the 
services included in the benefit (e.g., group, education sessions, and assessment); 
establishing when and how beneficiaries may access these services, including language to 
encourage the use of recovery services for justice involved individuals: and defining the term 
“after completing their course of treatment,” to not inadvertently prohibit beneficiaries receiving 
long-term medication assisted treatment from having access to recovery services. 

Additional Medication Assisted Treatment: Counties are required to cover opioid treatment 
program services, also called Narcotic Treatment Programs. Currently counties may elect to 
cover additional medication-assisted treatment, which includes the ordering, prescribing, 
administering, and monitoring of all medications for substance use disorder treatment. 

DHCS proposes keeping the additional medication assisted treatment services as an optional 
benefit but clarifying the coverage provisions to require that all substance use disorder 
managed care providers demonstrate that they either directly offer, or have referral 
mechanisms to, medication assisted treatment. The goal is to have a county-wide multi-
delivery system of coverage. 

Evidence-Based Practice Requirements: Currently, providers are required to implement at 
least two of the following evidence-based treatment practices based on a timeline established 
in the county implementation plan: Motivational Interviewing, Cognitive Behavioral Therapy, 
Relapse Prevention, Trauma-Informed Treatment, and Psycho Education. The two evidence-
based practices are a per-provider per-service modality. 

DHCS proposes to retain the five current evidence-based practices, and at least add 
Contingency Management (and potentially more evidence-based practices) to the waiver 
renewal proposal. 

Treatment after Incarceration: The current language requiring the American Society of 
Addiction Medicine criteria, may be underestimating the level of care necessary to serve 
individuals being released from incarceration, since their substance use was either not 
possible during incarceration or because individuals under parole/probation supervision are 
likely hesitant to admit to substance use. 

Because inmates are at a high risk of relapse and overdose upon release from incarceration, 
whether or not there was active use in the last 12 months, DHCS proposes exploring solutions 
to clarify access language for individuals leaving incarceration who have a known substance 
use disorder. 

Billing for Services Prior to Diagnosis: Currently, counties may not begin billing for substance 
use disorder services until a beneficiary has been diagnosed (i.e., counties may not bill for time 
spent conducting substance use disorder assessments). Since it takes time for clinicians to 
evaluate a beneficiary for a substance use disorder, and oftentimes finds that the presenting 
symptoms are due to a combination of mental illness, substance use disorder, or both, 
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DHCS proposes clarifying the waiver Special Terms and Conditions to allow reimbursement for 
substance use disorder assessments (even if it takes multiple visits) before a final diagnosis is 
determined, which aligns with requirements around assessments for specialty mental health 
services. 

Note: For specialty mental health services, there is no limit on the number of visits needed to 
conduct an assessment; counties can receive reimbursement for assessment while the 
beneficiary’s diagnosis is being determined. 

Opportunities to Provide Input and Timeline for Input: DMC-ODS is on the agenda of the 
February 12, 2020 meeting of the DHCS Behavioral Health Stakeholder Advisory Committee 
meeting. 

Proposed Implementation Timeline: The implementation of the DMC-ODS (now referred to as 
substance use disorder managed care) continues in the counties that opted in. Approved 
changes would go into effect on January 1, 2021. 

 

Institutions for Mental Disease Waiver Opportunity 

Background and Current Policy: Currently, federal Medicaid funding cannot be used for 
institutional services provided to individuals with serious mental illness or severe emotional 
disturbance (known as the IMD exclusion). The Institution for Mental Disease (IMD) exclusion 
has historically prohibited federal reimbursement for residential and inpatient mental health 
and substance use disorder treatment for Medicaid enrollees age 21-64, in facilities with more 
than 16 beds. This policy exclusion deterred most providers in the State who found it 
financially unviable to operate facilities with so few beds. Allowing for reimbursement of 
residential substance use disorder treatment services through the Medi-Cal program, with no 
limitation on the number of beds, means that counties can receive federal matching funds for 
services that were previously unavailable. 

Need for Proposal: This additional funding would provide opportunities to improve service 
delivery and outcomes across a well-developed and robust continuum of care from inpatient to 
community-based settings including permanent supportive housing and board and care 
facilities. Availability of additional federal matching funds would free up other local resources, 
such as realignment funds, that counties may then reinvest in strengthening other mental 
health services and further build the continuum of care in the community. 

Summary of Proposal: In November 2018, CMS issued new guidance inviting states to apply 
for Section 1115 waivers of the federal IMD payment exclusion for services for adults with a 
serious mental illness (SMI) or children with a serious emotional disturbance (SED). The 
purpose of this demonstration is to test whether increasing access to acute inpatient 
psychiatric care reduces reliance on emergency rooms and improves connection to outpatient 
community treatment. The opportunity allows states to receive federal financial participation 
(FFP) for mental health services provided to Medi-Cal beneficiaries in an institution for mental 
disease during short term stays for acute care in psychiatric hospitals or residential treatment 
settings that qualify as IMDs. In order to be approved, states must demonstrate the ability to 
ensure good quality of care in IMDs and improve access to community-based services. States 
are expected to achieve a statewide average length of stay of 30 days.  



15 | P a g e  
 

The main elements of any proposed waiver would include ensuring quality of care in 
psychiatric hospitals and residential settings, including required audits, improving care 
coordination and transitions to community based care, increasing access to a full continuum of 
care including crisis stabilization and other clinically enriched forms of housing in the 
community with robust support services; and earlier identification and engagement in treatment 
including through increased integration. In pursuing this waiver opportunity, counties that “opt 
in” should be prepared to build out a robust continuum so individuals who begin at a higher 
level of institutional care can be stepped down to a less restrictive, community-based, 
residential setting. 

Opportunities to Provide Input and Timeline for Input: DHCS seeks input from stakeholders 
regarding whether California should pursue this serious mental illness/serious emotional 
disturbance Section 1115 demonstration to receive federal financial participation for services 
provided to Medi-Cal beneficiaries in an institution for mental disease. The IMD Demonstration 
is on the agenda for the February 27, 2020 Medi-Cal Healthier California for All Behavioral 
Health workgroup meeting. 

If California decides to pursue this waiver opportunity, DHCS must submit an application to 
CMS using the usual process for submitting an 1115 application, including a robust public 
review process. Similar to the State’s existing 1115 demonstration to provide residential and 
other substance use disorder treatment services under Medi-Cal, county participation would be 
voluntary. In considering applying for this Section 1115 demonstration opportunity, DHCS 
would need to consult with CMS to ensure that the “costs not otherwise matchable” under the 
mental illness waiver would be considered a pass-through of State and federal funds in the 
same manner as the substance use disorder treatment waiver. Because DHCS will not have 
budget neutrality savings to apply to an 1115 waiver moving forward, this determination is 
critical to the feasibility of pursuing this demonstration opportunity.  

Proposed Implementation Timeline: The timeline for this 1115 waiver proposal is to be 
determined. The first step is to engage stakeholders to assess interest in pursuing the 
demonstration and determine if participation is feasible for California given the rigorous 
implementation, data and monitoring requirements. If there is sufficient interest from counties 
and support of the Administration, state legislature and stakeholders, the next step would be to 
identify counties interested in participating and to discuss how to meet the requirements. If it is 
determined that California will pursue the demonstration, a proposed approach, metrics, and 
timeline would need to be included in a waiver application. A formal implementation plan would 
need to be completed and submitted to CMS. 


