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An act to amend Section 4011.11 of the Penal Code, and to amend
Sections 14059.5, 14094.20, 14127.6, 14184.10, 14184.30, 14184.40,
14197.4, and 14301.1 of, to amend and repeal Sections 14132.275,
14132.276, 14132.277, 14182.16, 14182.17, 14182.18, 14186, 14186.1,
14186.2, 14186.3, and 14186.4 of, to add Article 5.51 (commencing with
Section 14184.100) to Chapter 7 of Part 3 of Division 9 of, and to repeal
Article 3.9 (commencing with Section 14127) of Chapter 7 of Part 3 of
Division 9 of, the Welfare and Institutions Code, relating to Medi-Cal.
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THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT ASFOLLOWS:

SECTION 1. Section 4011.11 of the Penal Code is amended to read:

4011.11. (@) (1) Fhe-Through December 31, 2022, the board of supervisorsin
each county, in consultation with the county sheriff, may designate an entity or entities
to assist county jail inmates with submitting an application for a health insurance
affordability program consistent with federal requirements.

(2) The board of supervisors shall not designate the county sheriff as an entity
to assist with submitting an application for a health insurance affordability program
for county jail inmates unless the county sheriff agrees to perform this function.

(3) If the board of supervisors designates acommunity-based organization asan
entity to assist with submitting an application for a health insurance affordability
program for county jail inmates, the designation shall be subject to approval by thejall
administrator or his-er-her their designee.

(b) (1) Thejail administrator, or-hiser-her their designee, may coordinate with
an entity designated pursuant to subdivision{ay-_(a), through December 31, 2022.

(2) Commencing January 1, 2023, the jail administrator, or their designee, shall
coordinate with an entity designated pursuant to subdivision (h), as applicable.

(c) Consistent with federal law, a county jail inmate who is currently enrolled
in the Medi-Cal program shall remain eligible for, and shall not be terminated from,
the program due to-his-er-her-detentton_their incarceration unless required by federal
|aw,-he-or-she-beeormes they become otherwise ineligible, or the inmate's suspension
of benefits has ended pursuant to Section 14011.10 of the Welfare and Institutions
Code.

(d) Notwithstanding any other state law, and only to the extent federal law allows
and federal financia participation is available, an entity designated pursuant to
subdivision (a)_or (h) is authorized to act on behalf of a county jail inmate for the
purpose of applying for, or determinations of, Medi-Cal eligibility for acute inpatient
hospital services authorized by Section 14053.7 of the Welfare and Institutions Code.
An entity designated pursuant to subdivision (a)_or (h) shall not determine Medi-Cal
eligibility or redetermine Medi-Cal dligibility, unless the entity is the county human
services agency.

(e) Thefact that an applicant is an inmate shall not, in and of itself, preclude a
county human services agency from processing an application for the Medi-Cal program
submitted to it by, or on behalf of, that inmate.

(f) For purposes of this section, “health insurance affordability program” means
aprogram that is one of the following:

(1) The state’sMedi-Cal program under Title X1X of thefederal Social Security
Act.

(2) The state's children’s health insurance program (CHIP) under Title XXI of
the federal Social Security Act.

(3) A program that makes coverage in aqualified health plan through the
California Health Benefit Exchange established pursuant to Section 100500 of the
Government Code with advance payment of the premium tax credit established under
Section 36B of the Internal Revenue Code available to qualified individuals.

(4) A program that makes available coverage in aqualified health plan through
the California Health Benefit Exchange established pursuant to Section 100500 of the
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Government Code with cost-sharing reductions established under Section 1402 of the
federal Patient Protection and Affordable Care Act (Public Law 111-148) and any
subseguent amendments to that act.

(9) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1 of
Division 3 of Title 2 of the Government Code, the-department_State Department of
Health Care Services may implement thisseetion section, in whole or in part, by means
of al-county lettersor similar instructions, without taking.any further regulatory action.

(h) (1) Notwithstanding any other law, commencing January 1, 2023, the board
of supervisorsin each county, in consultation with the county sheriff, shall designate
an entity or entitiesto assist county jail inmates and juvenileinmatesin county juvenile
facilities with submitting an application for, or otherwise facilitating their enrollment
in, a health insurance affordability program consistent with federal requirements.

(2) The board of supervisors shall not designate the county sheriff as an entity
to assist with submitting an application for a health insurance affordability program
for county jail inmates and juvenileinmates unlessthe county sheriff agreesto perform
this function.

(3) If the board of supervisors designates acommunity-based organization asan
entity to assist with submitting an application for a health insurance affordability
program for county jail inmates and juvenile inmates, the designation shall be subject
to approval by thejail administrator or their designee.

(4) (A) No sooner than January 1, 2023, the State Department of Health Care
Services, in consultation with counties, Medi-Cal managed care plans, and Medi-Cal
Behaviora Health Delivery Systems, shall devel op and implement amandatory process
by which county jails and county juvenilefacilities coordinate with M edi-Cal managed
care plans and Medi-Cal Behavioral Health Delivery Systems to facilitate continued
behavioral health treatment in the community for county jail inmates and juvenile
inmates that were receiving behavioral health services prior to their release.

(B) Notwithstanding any other law, including, but not limited to, Sections 11812
and 11845.5 of the Health and Safety Code and Section 5328 of the Welfare and
| nstitutions Code, the sharing of health information, records, and other data with and
among counties, Medi-Ca managed care plans, Medi-Cal Behavioral Hedth Delivery
Systems, and other authorized providers or plan entities shall be permitted to the extent
the State Department of Health Care Services determines it necessary to implement
this paragraph.

(C) For purposes of this paragraph, the following definitions shall apply:

(i) “Medi-Cal Behavioral Health Delivery System” shall have the same meaning
as set forth in subdivision (d) of Section 14184.402 of the Welfare and | nstitutions
Code.

(i1) “Medi-Ca managed care plan” shall have the same meaning as set forth in
subdivision (m) of Section 14184.101 of the Welfare and I nstitutions Code.

SEC. 2. Section 14059.5 of the Welfare and I nstitutions Code is amended to

read:

14059.5. (a) For individuals 21 years of age or older, aserviceis“medicaly
necessary” or a“medical necessity” when it isreasonable and necessary to protect life,
to prevent significant illness or significant disability, or to aleviate severe pain.
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(b) (1) For individuals under 21 years of age, aserviceis“medically necessary”
or a“medical necessity” if the service meets the standards set forth in Section
1396d(r)(5) of Title 42 of the United States Code.

(2) The department and its contractors shall update any model evidence of
coverage documents, beneficiary handbooks, and related material to ensure the medical
necessity standard for coverage for individuals under 21 years of age is accurately
reflected in al materials.

(3) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1 of
Division 3 of Title 2 of the Government Code, the department, without taking any
further regulatory action, shall implement, interpret, and make specific this subdivision
by means of all-county letters, plan letters, plan provider bulletins, manuals, plan
contract amendments, or similar instructions until regulations are revised or adopted.

(4) By July 1, 2022, the department shall revise or adopt regulationsin accordance
with the requirements of Chapter 3.5 (commencing with Section 11340) of Part 1 of
Division 3 of Title 2 of the Government Code._This paragraph shall not apply to
Medi-Cal Behavioral Health Delivery Systems, as defined in subdivision (d) of Section
14184.402.

(c) This section shall not be construed to limit the application of subdivisions
(a) and (b) of Section 51184 of Title 22 of the California Code of Regulations.

SEC. 3. Section 14094.20 of the Welfare and Institutions Code is amended to

read:

14094.20. (@) Notwithstanding Chapter 3.5 (commencing with Section 11340)
of Part 1 of Division 3 of Title 2 of the Government Code, the department, without
taking regulatory action, shall implement, interpret, or make specific thisarticle, Article
2.97 (commencing with Section 14093), Article 2.98 (commencing with Section 14094),
and any applicable federal waivers and state plan amendments by means of all-county
letters, plan letters, CCS numbered letters, plan or provider bulletins, or similar
instructions until the time regulations are adopted. By-duhy-1,-2626; January 1, 2022,
the department shall adopt regulations in accordance with the requirements of Chapter
3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code. Commencing July 1, 2018, the department shall provide a status
report to the Legidature on a semiannual basis, in compliance with Section 9795 of
the Government Code, until regulations have been adopted.

(b) The director may enter into exclusive or nonexclusive contracts on a bid,
nonbid, or negotiated basis and may amend existing managed care contractsto provide
or arrange for services provided under this article. Contracts entered into or amended
pursuant to this section shall be exempt from the provisions of Chapter 2 (commencing
with Section 10290) of Part 2 of Division 2 of the Public Contract Code and Chapter
6 (commencing with Section 14825) of Part 5.5 of Division 3 of Title 2 of the
Government Code, and shall be exempt from the review and approval of any division
of the Department of General Services.

SEC. 4. Section 14127.6 of the Welfare and Institutions Code is amended to

read:

14127.6. (&) The Health Home Program shall be implemented only if and to
the extent federal financia participationisavailable and the federal Centersfor Medicare
and Medicaid Services approves any state plan amendments and any necessary waivers
sought pursuant to this article.
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(b) (1) Except as provided in paragraph (2) and subdivision (c), this article shall
be implemented through the 202021 state fiscal year only if no additional General
Fund moneys are used to fund the administration and costs of services.

(2) Notwithstanding any other law, for the 202122 statefiscal year and thereafter
as applicable, this article may be implemented using General Fund moneys upon
appropriation by the L egislature.

(c) Notwithstanding subdivision (b), if the department projects, based on analysis
of current and projected expendituresfor health home services prior to, during, or after
the first eight quarters of implementation, that this article can be implemented in a
manner that does not or will not result in a net increase in ongoing General Fund costs
for the Medi-Cal program, the department may use state funds to fund any Health
Home Program costs.

(d) The department may use new funding in the form of enhanced federal financial
participation for health home services that are currently provided to fund additional
costs for new Health Home Program services.

(e) Fhe Through the 202021 state fiscal year, the department shall seek to fund
the creation, implementation, and administration of the program with funding other
than state general funds.

(f) The department may revise or terminate the Health Home Program any time
after thefirst eight quarters of implementation if the department finds that the program
failsto result in reduced inpatient stays, hospital admission rates, and emergency
department visits, or resultsin substantial General Fund expense without commensurate
decreases in Medi-Cal costs among program participants.

(9) (1) Notwithstanding any law, the department shall cease to implement the
Health Home Program on January 1, 2022, or the effective date reflected in any
necessary federal approvals obtained by the department to implement the Enhanced
Care Management benefit under the California Advancing and Innovating Medi-Cal
initiative pursuant to Section 14184.205, whichever islater.

(2) The department shall conduct any necessary close-out activities associated
with the Health Home Program including, but not limited to, the evaluation required
pursuant to subdivision (a) of Section 14127.5.

(3) This article shall remain in effect only until January 1, 2023, and as of that
date is repealed.

SEC. 5. Section 14132.275 of the Welfare and Institutions Code is amended
to read:

14132.275. (a) The department shall seek federal approval to establish the
demonstration project described in this section pursuant to a Medicare or aMedicaid
demonstration project or waiver, or acombination of those. Under a Medicare
demonstration, the department may contract with the federal Centersfor Medicare and
Medicaid Services (CMS) and demonstration sitesto operate the M edicare and Medicaid
benefitsin ademonstration project that is overseen by the state as adel egated Medicare
benefit administrator, and may enter into financing arrangements with CM S to share
in any Medicare Program savings generated by the demonstration project.

(b) After federal approval is obtained, the department shall establish the
demonstration project that enables dual eligible beneficiaries to receive a continuum
of servicesthat maximizes accessto, and coordination of, benefits between the Medi-Cal
and Medicare programs and access to the continuum of long-term services and supports
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and behavioral health services, including mental health and substance use disorder
treatment services. The purpose of the demonstration project is to integrate services
authorized under the federal Medicaid program (Title X1X of thefederal Social Security
Act (42 U.S.C. Sec. 1396 et seg.)) and the federal Medicare Program (Title XV 111 of
the federal Social Security Act (42 U.S.C. Sec. 1395 et seq.)). The demonstration
project may also include additional services as approved through a demonstration
project or waiver, or a combination of those.

(c) For purposes of this section, the following definitions apply:

(1) “Behavioral health” means Medi-Cal services provided pursuant to Section
51341 of Title 22 of the California Code of Regulations and Drug Medi-Cal substance
abuse services provided pursuant to Section 51341.1 of Title 22 of the California Code
of Regulations, and any mental health benefits available under the Medicare Program.

(2) “ Capitated payment model” means an agreement entered into between CM S,
the state, and a managed care health plan, in which the managed care health plan
receives a capitation payment for the comprehensive, coordinated provision of Medi-Cal
services and benefits under Medicare Part C (42 U.S.C. Sec. 1395w-21 et seq.) and
Medicare Part D (42 U.S.C. Sec. 1395w-101 et seq.), and CM S sharesthe savingswith
the state from improved provision of Medi-Cal and Medicare servicesthat reducesthe
cost of those services. Medi-Cal services include long-term services and supports as
defined in Section 14186.1, behavioral health services, and any additional services
offered by the demonstration site.

(3) “Demonstration site” means a managed care health plan that is selected to
participate in the demonstration project under the capitated payment model.

(4) “Dual eligible beneficiary” meansan individual 21 years of age or older who
is enrolled for benefits under Medicare Part A (42 U.S.C. Sec. 1395c et seq.) and
Medicare Part B (42 U.S.C. Sec. 1395] et seq.) and is éligible for medical assistance
under the Medi-Cal State Plan.

(d) No sooner than March 1, 2011, the department shall identify health care
modelsthat may be included in the demonstration project, shall develop atimeline and
process for selecting, financing, monitoring, and eval uating the demonstration sites,
and shall provide this timeline and process to the appropriate fiscal and policy
committees of the Legislature. The department may implement these demonstration
sites in phases.

(e) The department shall provide the fiscal and appropriate policy committees
of the Legidature with acopy of any report submitted to CM Sto meet the requirements
under the demonstration project.

(f) Goals for the demonstration project shall include al of the following:

(1) Coordinate Medi-Cal and Medicare benefits across health care settings and
improve the continuity of care across acute care, long-term care, behavioral health,
including mental health and substance use disorder services, and home- and
community-based services settings using a person-centered approach.

(2) Coordinate access to acute and long-term care services for dual eligible
beneficiaries.

(3) Maximize the ability of dual eligible beneficiaries to remain in their homes
and communities with appropriate services and supportsin lieu of institutional care.

(4) Increase the availability of and access to home- and community-based
services.

210885878188BI LL



02/16/21 10:16 AM
78188 RN 21 08858 PAGE 7

(5) Coordinate access to necessary and appropriate behavioral health services,
including mental health and substance use disorder services.

(6) Improve the quality of care for dual eligible beneficiaries.

(7) Promote a system that is both sustainable and person and family centered by
providing dual eligible beneficiaries with timely access to appropriate, coordinated
health care services and community resources that enable them to attain or maintain
personal health goals.

(g9) No sooner than March 1, 2013, demonstration sites shall be established in
up to eight counties, and shall include at least one county that provides Medi-Cal
services through a two-plan model pursuant to Article 2.7 (commencing with Section
14087.3) and at least one county that provides Medi-Cal services under a county
organized health system pursuant to Article 2.8 (commencing with Section 14087.5).
Thedirector shall consult with the Legidature, CM S, and stakehol derswhen determining
the implementation date for this section. In determining the counties in which to
establish a demonstration site, the director shall consider both of the following:

(1) Local support for integrating medical care, long-term care, and home- and
community-based services networks.

(2) A local stakeholder process that includes health plans, providers, mental
health representatives, community programs, consumers, designated representatives
of in-home supportive services personnel, and other interested stakeholdersin the
development, implementation, and continued operation of the demonstration site.

(h) In developing the processfor sel ecting, financing, monitoring, and eval uating
the health care models for the demonstration project, the department shall enter into a
memorandum of understanding with CM S. Upon compl etion, the memorandum of
understanding shall be provided to the fiscal and appropriate policy committees of the
Legislature and posted on the department’s internet website.

() The department shall negotiate the terms and conditions of the memorandum
of understanding, which shall address, but are not limited to, all of the following:

(1) Reimbursement methods for a capitated payment model. Under the capitated
payment model, the demonstration sites shall meet all of the following requirements:

(A) Have Medi-Cal managed care health plan and Medicare dual €ligible-special
needs plan contract experience, or evidence of the ability to meet these contracting
requirements.

(B) Bein good financia standing and meet licensure requirements under the
Knox-Keene Health Care Service Plan Act of 1975 (Chapter 2.2 (commencing with
Section 1340) of Division 2 of the Health and Safety Code), except for county organized
health system plans that are exempt from licensure pursuant to Section 14087.95.

(C) Meet quality measures, which may include Medi-Cal and Medicare Healthcare
Effectiveness Dataand I nformation Set measures and other quality measures determined
or developed by the department or CMS.

(D) Demonstrate alocal stakeholder process that includes dual eligible
beneficiaries, managed care health plans, providers, mental health representatives,
county health and human services agencies, designated representatives of in-home
supportive services personnel, and other interested stakehol ders that advise and consult
with the demonstration sitein the devel opment, implementation, and continued operation
of the demonstration project.
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(E) Pay providersreimbursement rates sufficient to maintain an adequate provider
network and ensure access to care for beneficiaries.

(F) Follow final policy guidance determined by CM S and the department with
regard to reimbursement ratesfor providers pursuant to paragraphs (4) to (7), inclusive,
of subdivision (0).

(G) To the extent permitted under the demonstration, pay noncontracted hospitals
prevailing Medicare fee-for-service rates for traditionally Medicare covered benefits
and prevailing Medi-Cal fee-for-service rates for traditionally Medi-Cal covered
benefits.

(2) Encounter data reporting requirements for both Medi-Cal and Medicare
services provided to beneficiaries enrolling in the demonstration project.

(3) Quality assurance withholding from the demonstration site payment, to be
paid only if quality measures developed as part of the memorandum of understanding
and plan contracts are met.

(4) Provider network adequacy standards devel oped by the department and CM S,
in consultation with the Department of Managed Health Care, the demonstration site,
and stakeholders.

(5) Medicare and Medi-Cal appeals and hearing process.

(6) Unified marketing requirements and combined review process by the
department and CMS.

(7) Combined quality management and consolidated reporting process by the
department and CMS.

(8) Procedures related to combined federal and state contract management to
ensure access, quality, program integrity, and financial solvency of the demonstration
site.

(9) To the extent permissible under federal requirements, implementation of the
provisions of Sections 14182.16 and 14182.17 that are applicable to beneficiaries
simultaneously eligible for full-scope benefits under Medi-Cal and the Medicare
Program.

(20) (A) In consultation with the hospital industry, CM S approval to ensure that
M edicare supplemental paymentsfor direct graduate medical education and Medicare
add-on payments, including indirect medical education and disproportionate share
hospital adjustments continue to be made available to hospitals for services provided
under the demonstration.

(B) The department shall seek CM S approval for CM Sto continue these payments
either outside the capitation rates or, if contained within the capitation rates, and to the
extent permitted under the demonstration project, shall require demonstration sites to
provide this reimbursement to hospitals.

(11) To the extent permitted under the demonstration project, the default rate
for noncontracting providers of physician services shall be the prevailing Medicare
fee schedulefor services covered by the Medicare Program and the prevailing Medi-Cal
fee schedule for services covered by the Medi-Cal program.

() (1) The department shall comply with and enforce the terms and conditions
of the memorandum of understanding with CMS, as specified in subdivision (i). To
the extent that the termsand conditions do not address the specific selection, financing,
monitoring, and evaluation criterialisted in subdivision (i), the department:

(A) Shall require the demonstration site to do all of the following:
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(i) Comply with additional site readiness criteria specified by the department.

(it) Comply with long-term services and supports requirements in accordance
with Article 5.7 (commencing with Section 14186).

(iii) To the extent permissible under federal requirements, comply with the
provisions of Sections 14182.16 and 14182.17 that are applicable to beneficiaries
simultaneously eligible for full-scope benefits under both Medi-Cal and the Medicare
Program.

(iv) Comply with all transition of carerequirementsfor Medicare Part D benefits
as described in Chapters 6 and 14 of the Medicare Managed Care Manual, published
by CMS, including transition timeframes, notices, and emergency supplies.

(B) May require the demonstration site to forgo charging premiums, coinsurance,
copayments, and deductibles for Medicare Part C and Medicare Part D services.

(2) The department shall notify the Legidlature within 30 days of the
implementation of the requirementsin paragraph (1).

(k) The director may enter into exclusive or nonexclusive contracts on a bid or
negotiated basis and may amend existing managed care contractsto provide or arrange
for services provided under this section. Contracts entered into or amended pursuant
to this section shall be exempt from the provisions of Chapter 2 (commencing with
Section 10290) of Part 2 of Division 2 of the Public Contract Code and Chapter 6
(commencing with Section 14825) of Part 5.5 of Division 3 of Title 2 of the Government
Code.

() (2) (A) Except for the exemptions provided for in this section and in Section
14132.277, the department shall enroll dual eligible beneficiariesinto ademonstration
site unless the beneficiary makes an affirmative choice to opt out of enrollment or is
already enrolled on or before June 1, 2013, in a managed care organization licensed
under the Knox-Keene Health Care Service Plan Act of 1975 (Chapter 2.2 (commencing
with Section 1340) of Division 2 of the Health and Safety Code) that has previoudly
contracted with the department as a primary care case management plan pursuant to
Article 2.9 (commencing with Section 14088) to provide servicesto beneficiarieswho
areHIV positive or who have been diagnosed with AIDS or in any entity with a contract
with the department pursuant to Chapter 8.75 (commencing with Section 14591).

(B) Dual eligible beneficiaries who opt out of enrollment into a demonstration
sitemay chooseto remain enrolled in fee-for-service Medicare or aMedicare Advantage
plan for their Medicare benefits, but shall be mandatorily enrolled into a Medi-Cal
managed care health plan pursuant to Section 14182.16, except as exempted under
subdivision (c) of Section 14182.16.

(C) (i) Persons meeting requirements for the Program of All-Inclusive Care for
the Elderly (PACE) pursuant to Chapter 8.75 (commencing with Section 14591) or a
managed care organization licensed under the Knox-Keene Health Care Service Plan
Act of 1975 (Chapter 2.2 (commencing with Section 1340) of Division 2 of the Health
and Safety Code) that has previously contracted with the department as aprimary care
case management plan pursuant to Article 2.9 (commencing with Section 14088) of
Chapter 7 to provide servicesto beneficiaries who are HIV positive or who have been
diagnosed with AIDS may select either of these managed care health plans for their
Medicare and Medi-Cal benefitsif oneis availablein that county.

(i) In areas where a PACE plan is available, the PACE plan shall be presented
as an enrollment option, included in al enrollment materials, enrollment assistance
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programs, and outreach programs related to the demonstration project, and made
available to beneficiaries whenever enrollment choices and options are presented.
Persons meeting the age qualifications for PACE and who choose PACE shall remain
in the fee-for-service Medi-Cal and Medicare programs, and shall not be assigned to
amanaged care health plan for the lesser of 60 days or until they are assessed for
eligibility for PACE and determined not to be eligible for aPACE plan. Personsenrolled
in a PACE plan shall receive all Medicare and Medi-Cal services from the PACE
program pursuant to the three-way agreement between the PACE program, the
department, and the Centers for Medicare and Medicaid Services.

(2) To the extent that federal approval is obtained, the department may require
that any beneficiary, upon enrollment in a demonstration site, remain enrolled in the
Medicare portion of the demonstration project on a mandatory basis for six months
from the date of initial enrollment. After the sixth month, a dual eligible beneficiary
may elect to enroll in adifferent demonstration site, a different Medicare Advantage
plan, fee-for-service Medicare, PACE, or a managed care organization licensed under
the Knox-Keene Health Care Service Plan Act of 1975 (Chapter 2.2 (commencing
with Section 1340) of Division 2 of the Health and Safety Code) that has previously
contracted with the department as a primary care case management plan pursuant to
Article 2.9 (commencing with Section 14088) to provide services to beneficiarieswho
are HIV positive or who have been diagnosed with AIDS, for their Medicare benefits.

(A) During the six-month mandatory enrollment in a demonstration site, a
beneficiary may continue receiving services from an out-of-network Medicare provider
for primary and specialty care services only if al of the following criteria are met:

(i) The dual eligible beneficiary demonstrates an existing relationship with the
provider prior to enrollment in a demonstration site.

(ii) The provider iswilling to accept payment from the demonstration site based
on the current Medicare fee schedule.

(iii) The demonstration site would not otherwise exclude the provider from its
provider network due to documented quality of care concerns.

(B) The department shall develop aprocessto inform providersand beneficiaries
of the availability of continuity of services from an existing provider and ensure that
the beneficiary continues to receive services without interruption.

(3) (A) Notwithstanding subparagraph (A) of paragraph (1), adual eligible
beneficiary shall be excluded from enrollment in the demonstration project if the
beneficiary meets any of the following:

(i) The beneficiary has a prior diagnosis of end-stage renal disease. This clause
does not apply to beneficiaries diagnosed with end-stage renal disease subsequent to
enrollment in the demonstration project. The director may, with stakeholder input and
federal approval, authorize beneficiaries with a prior diagnosis of end-stage renal
disease in specified counties to voluntarily enroll in the demonstration project.

(i1) The beneficiary has other health coverage, as defined in paragraph (5) of
subdivision (b) of Section 14182.16.

(iii) The beneficiary isenrolled in ahome- and community-based waiver that is
aMedi-Cal benefit under Section 1915(c) of thefederal Social Security Act (42 U.S.C.
Sec. 1396n et seq.), except for persons enrolled in Multipurpose Senior Services
Program services or beneficiaries receiving services through aregiona center who
resides in the County of San Mateo.
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(iv) The beneficiary is receiving services through aregional center or state
developmental center. However, a beneficiary receiving services through aregional
center who resides in the County of San Mateo, by making an affirmative choice to
opt in, may voluntarily enroll in the demonstration project, upon receipt of all legal
notifications required pursuant to this section and applicable federal requirements.

(V) The beneficiary resides in ageographic areaor ZIP Code not included in
managed care, as determined by the department and CMS.

(vi) The beneficiary resides in one of the Veterans' Homes of California, as
described in Chapter 1 (commencing with Section 1010) of Division 5 of the Military
and Veterans Code.

(B) (i) Beneficiaries who have been diagnosed with HIV/AIDS may opt out of
the demonstration project at the beginning of any month. The State Department of
Public Health may share relevant data relating to a beneficiary’s enrollment in the
AIDS Drug Assistance Program with the department, and the department may share
relevant datarelating to HIV-positive beneficiarieswith the State Department of Public
Health.

(if) Theinformation provided by the State Department of Public Health pursuant
to this subparagraph shall not be further disclosed by the State Department of Health
Care Services, and shall be subject to the confidentiality protections of subdivisions
(d) and (e) of Section 121025 of the Health and Safety Code, except this information
may be further disclosed as follows:

(I) To the person to whom the information pertains or the designated
representative of that person.

(I1) To the Office of AIDS within the State Department of Public Health.

(C) Beneficiaries who are Indians receiving Medi-Cal services in accordance
with Section 55110 of Title 22 of the California Code of Regulations may opt out of
the demonstration project at the beginning of any month.

(D) The department, with stakeholder input, may exempt specific categories of
dual eligible beneficiaries from enrollment requirementsin this section based on
extraordinary medical needs of specific patient groups or to meet federal requirements.

(4) For the 2013 calendar year, the department shall offer federal Medicare
Improvementsfor Patients and ProvidersAct of 2008 (Public Law 110-275) compliant
contractsto existing Medicare Advantage Dual Specia Needs Plans (D-SNP) to continue
to provide Medicare benefits to their enrolleesin their service areas as approved on
January 1, 2012. In the 2013 calendar year, beneficiaries in Medicare Advantage and
D-SNP plans shall be exempt from the enrollment requirements of subparagraph (A)
of paragraph (1), but may voluntarily choose to enroll in the demonstration project.
Enrollment into the demonstration project’s managed care health plans shall be
reassessed in 2014 depending on federal reauthorization of the D-SNP model and the
department’s assessment of the demonstration plans.

(5) For the 2013 calendar year, demonstration sites shall not offer to enroll dual
eligible beneficiaries eligible for the demonstration project into the demonstration site's
D-SNP.

(6) The department shall not terminate contracts in a demonstration site with a
managed care organization licensed under the Knox-Keene Health Care Service Plan
Act of 1975 (Chapter 2.2 (commencing with Section 1340) of Division 2 of the Health
and Safety Code) that has previously contracted with the department as aprimary care
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case management plan pursuant to Article 2.9 (commencing with Section 14088) to
provide servicesto beneficiarieswho are HIV positive beneficiaries or who have been
diagnosed with AIDS and with any entity with a contract pursuant to Chapter 8.75
(commencing with Section 14591), except as provided in the contract or pursuant to
state or federal law.

(m) Notwithstanding Section 10231.5 of the Government Code, the department
shall conduct an evaluation, in partnership with CM S, to assess outcomes and the
experience of dual eligiblesin these demonstration sites and shall provide areport to
the Legidlature after the first full year of demonstration operation, and annually
thereafter. A report submitted to the Legislature pursuant to this subdivision shall be
submitted in compliance with Section 9795 of the Government Code. The department
shall consult with stakeholders regarding the scope and structure of the evaluation.

(n) This section shall be implemented only if and to the extent that federal
financial participation or funding is available.

(o) It isthe intent of the Legidlature that:

(1) In order to maintain adequate provider networks, demonstration sites shall
reimburse providers at rates sufficient to ensure access to care for beneficiaries.

(2) Savings under the demonstration project areintended to be achieved through
shiftsin utilization, and not through reduced reimbursement rates to providers.

(3) Reimbursement policies shall not prevent demonstration sites and providers
from entering into payment arrangements that allow for the alignment of financial
incentives and provide opportunities for shared risk and shared savings in order to
promote appropriate utilization shifts, which encourage the use of home- and
community-based services and quality of care for dual eligible beneficiaries enrolled
in the demonstration sites.

(4) To the extent permitted under the demonstration project, and to the extent
that a public entity voluntarily provides an intergovernmental transfer for this purpose,
both of the following shall apply:

(A) The department shall work with CM S in ensuring that the capitation rates
under the demonstration project are inclusive of funding currently provided through
certified public expenditures supplemental payment programs that would otherwise
be impacted by the demonstration project.

(B) Demonstration sites shall pay to a public entity voluntarily providing
intergovernmental transfers that previously received reimbursement under a certified
public expenditures supplemental payment program, rates that include the additional
funding under the capitation rates that are funded by the public entity’s
intergovernmental transfer.

(5) The department shall work with CM S in devel oping other reimbursement
policies and shall inform demonstration sites, providers, and the Legislature of the
final policy guidance.

(6) The department shall seek approval from CM Sto permit the provider payment
requirements contained in subparagraph (G) of paragraph (1) and paragraphs (10) and
(11) of subdivision (i), and Section 14132.276.

(7) Demonstration sites that contract with hospitals for hospital serviceson a
fee-for-service basis that otherwise would have been traditionally Medicare services
will achieve savings through utilization changes and not by paying hospitals at rates
lower than prevailing Medicare fee-for-service rates.
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(p) Thedepartment shall enter into an interagency agreement with the Department
of Managed Health Care to perform some or all of the department’s oversight and
readiness review activities specified in this section. These activities may include
providing consumer assistance to beneficiaries affected by this section and conducting
financial audits, medical surveys, and areview of the adequacy of provider networks
of the managed care health plans participating in this section. The interagency agreement
shall be updated, as necessary, on an annual basisin order to maintain functional clarity
regarding the roles and responsibilities of the Department of Managed Health Care
and the department. The department shall not delegate its authority under this section
asthe single state Medicaid agency to the Department of Managed Health Care.
Notwithstanding any other law, this subdivision shall be operative only through June
30, 2017.

(9) (1) Beginning with the May Revision to the 201314 Governor’s Budget,
and annually thereafter, the department shall report to the L egislature on the enrollment
status, quality measures, and state costs of the actions taken pursuant to this section.

(2) (A) By January 1, 2013, or as soon thereafter as practicable, the department
shall develop, in consultation with CM S and stakeholders, quality and fiscal measures
for health plansto reflect the short- and long-term results of the implementation of this
section. The department shall also develop quality thresholds and milestones for these
measures. The department shall update these measures periodically to reflect changes
in this program due to implementation factors and the structure and design of the
benefits and services being coordinated by managed care health plans.

(B) The department shall require health plansto submit Medicare and Medi-Cal
data to determine the results of these measures. If the department finds that a health
plan is not in compliance with one or more of the measures set forth in this section,
the health plan shall, within 60 days, submit a corrective action plan to the department
for approval. The corrective action plan shall, at a minimum, include steps that the
health plan shall take to improve its performance based on the standard or standards
with which the health plan is out of compliance. The plan shall establish interim
benchmarks for improvement that shall be expected to be met by the health plan in
order to avoid asanction pursuant to Section 14197.7. This subparagraph is not intended
to limit Section 14197.7.

(C) The department shall publish the results of these measures, including by
posting on the department’s internet website, on a quarterly basis.

(r) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1 of
Division 3 of Title 2 of the Government Code, the department may implement, interpret,
or make specific this section and any applicable federal waivers and state plan
amendments by means of all-county letters, plan letters, plan or provider bulletins, or
similar instructions, without taking regulatory action. Prior to issuing any letter or
similar instrument authorized pursuant to this section, the department shall notify and
consult with stakeholders, including advocates, providers, and beneficiaries. The
department shall notify the appropriate policy and fiscal committees of the Legidature
of itsintent to issue instructions under this section at least five days in advance of the
issuance.

(s) (1) Notwithstanding any other law, the demonstration project described in
this section shall remain operative only through December 31, 2022, subject to
subdivision (f) of section 14184.102.
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(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repeal ed.

SEC. 6. Section 14132.276 of the Welfare and Institutions Code is amended
to read:

14132.276. For nursing facility services provided under the demonstration
project as established in Section 14132.275, to the extent these provisions are authorized
under the memorandum of understanding specified in subdivision (j) of Section
14132.275, the following shall apply:

(a) The demonstration site shall not combine the rates of payment for post-acute
skilled and rehabilitation care provided by anursing facility and long-term and chronic
care provided by anursing facility in order to establish a single payment rate for dual
eligible beneficiaries requiring skilled nursing services.

(b) The demonstration site shall pay nursing facilities providing post-acute skilled
and rehabilitation care or long-term and chronic care rates that reflect the different
level of services and intensity required to provide these services.

(c) For the purposes of determining the appropriate rate for the type of care
identified in subdivision (b), the demonstration site shall pay no lessthan the recognized
rates under Medicare and Medi-Cal for these service types.

(d) With respect to services under this section, the demonstration site shall not
offer, and the nursing facility shall not accept, any discounts, rebates, or refunds as
compensation or inducements for the referral of patients or residents.

(e) Itistheintent of the Legislature that savings under the demonstration project
be achieved through shiftsin utilization, and not through reduced reimbursement rates
to providers.

(f) In order to encourage qual ity improvement and promote appropriate utilization
Incentives, including reduced rehospitalization and shorter lengths of stay, for nursing
facilities providing the services under this section, the demonstration sites may do any
of the following:

(1) Utilize incentive or bonus payment programs that are in addition to the rates
identified in subdivisions (b) and (c).

(2) Opt to direct beneficiaries to facilities that demonstrate better performance
on quality or appropriate utilization factors.

(9) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(h) (1) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.

(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repealed.

SEC. 7. Section 14132.277 of the Welfare and Institutions Code is amended
to read:

14132.277. (a) For purposes of this section, the following definitions apply:

(1) “Alternate health care service plan” means a prepaid health plan that isa
nonprofit health care service plan with at least 3.5 million enrollees statewide, that
owns or operates its own pharmacies, and that provides medical servicesto enrollees
in specific geographic regions through an exclusive contract with a single medical
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group in each specific geographic region in which it operates to provide servicesto
enrollees.

(2) “Cal MediConnect plan” means a health plan or other qualified entity jointly
selected by the state and CM S for participation in the demonstration project.

(3) “CMS’ meansthe federal Centersfor Medicare and Medicaid Services.

(4) “Coordinated Care Initiative county” means the Counties of LosAngeles,
Orange, Riverside, San Bernardino, San Diego, San Mateo, and Santa Clara, and any
other county identified in Appendix 3 of the Memorandum of Understanding Between
the Centersfor Medicare and Medicaid Services and the State of California, Regarding
a Federal-State Partnership to Test a Capitated Financial Alignment Model for
Medicare-Medicaid Enrollees, inclusive of all amendments, as authorized by Section
14132.275.

(5) “D-SNP plan” means a Medicare Advantage Dual Special Needs Plan.

(6) “D-SNP contract” means afederal Medicare Improvements for Patients and
Provider Act of 2008 (Public Law 110-275) compliant contract between the department
and aD-SNP plan.

(7) “Demonstration project” means the demonstration project authorized by
Section 14132.275.

(8) “Excluded beneficiaries” means those beneficiaries who are not eligible to
participate in the demonstration project pursuant to subdivision (1) of Section 14132.275.

(9) “FIDE-SNP plan” meansaMedicareAdvantage Fully-Integrated Dual Eligible
Special Needs Plan.

(10) “Non-Coordinated Care Initiative counties’ means counties not participating
in the demonstration project.

(b) For the 2014 calendar year, the department shall offer D-SNP contracts to
existing D-SNP plans to continue to provide benefits to their enrolleesin their service
areas as approved on January 1, 2013. Thedirector may includein any D-SNP contract
provisions requiring that the D-SNP plan do the following:

(1) Submit to the department a complete and accurate copy of the bid submitted
by the plan to CMSfor its D-SNP contract.

(2) Submit to the department copies of al utilization and quality management
reports submitted to CMS.

(c) In Coordinated Care Initiative counties, Medicare Advantage plans and
D-SNP plans may continue to enroll beneficiaries in 2014. In the 2014 calendar year,
beneficiaries enrolled in a Medicare Advantage or D-SNP plan operating in a
Coordinated Care Initiative county shall be exempt from the enrollment provisions of
subparagraph (A) of paragraph (1) of subdivision (I) of Section 14132.275. Those
beneficiaries may at any time voluntarily choose to disenroll from their Medicare
Advantage or D-SNP plan and enroll in a demonstration site operating pursuant to
subdivision (g) of Section 14132.275. If abeneficiary choosesto do so, that beneficiary
may subsequently disenroll from the demonstration site and return to fee-for-service
Medicare or to a D-SNP plan or Medicare Advantage plan.

(d) (1) For the 2015 calendar year and the remainder of the demonstration project,
in Coordinated Care Initiative counties, the department shall offer D-SNP contractsto
D-SNP plans that were approved for the D-SNP plan’s service areas as of January 1,
2013. In Coordinated Care Initiative counties, the department shall enter into D-SNP
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contracts with D-SNP plans only for excluded beneficiaries and for those beneficiaries
identified in paragraphs (2) and (5) of subdivision (g).

(2) For the 2022 contract year and the remainder of the demonstration project,
in Coordinated Care Initiative counties, Medi-Cal managed care plans may transition
beneficiaries enralled in their affiliated non-D-SNP M edicare Advantage plans on or
before January 1, 2021, into their affiliated D-SNP plan, if the D-SNP plan was approved
for that service area as of January 1, 2013.

(e) For the 2015 calendar year and the remainder of the demonstration project,
in non-Coordinated Care Initiative counties, the department-shalt_may offer D-SNP
contracts to D-SNP-ptans:_plans, in accordance with Section 14184.208.

(f) Thedirector may includeinaD-SNP contract offered pursuant to subdivision
(d) or (e) provisions requiring that the D-SNP plan do the following:

(1) Submit to the department a complete and accurate copy of the bid submitted
by the plan to CM Sfor its D-SNP contract.

(2) Submit to the department copies of al utilization and quality management
reports submitted to CMS.

(g) For the 2015 calendar year and the remainder of the demonstration project,
in Coordinated Care Initiative counties, the enrollment provisions of subdivision (1)
of Section 14132.275 shall apply subject to the following:

(1) Beneficiaries enrolled in a FIDE-SNP plan or a Medicare Advantage plan,
other than a D-SNP plan, shall be exempt from the enrollment provisions of
subparagraph (A) of paragraph (1) of subdivision (I) of Section 14132.275.

(2) If the D-SNP plan is not a Cal MediConnect plan, beneficiaries enrolled as
of December 31, 2014, inaD-SNP plan shall be exempt from the enrollment provisions
of subparagraph (A) of paragraph (1) of subdivision (1) of Section 14132.275. Those
beneficiaries may at any time voluntarily choose to disenroll from their D-SNP plan
and enroll in a demonstration site operating pursuant to subdivision (g) of Section
14132.275. A dual eligible beneficiary who is enrolled as of December 31, 2014, in a
D-SNP plan that is not a Cal MediConnect plan and who opts out of a demonstration
site during the course of the demonstration project may chooseto reenroll inthat D-SNP
plan.

(3) If the D-SNP isa Cal MediConnect plan, beneficiaries enrolled in aD-SNP
plan who are eligible for the demonstration project shall be subject to the enrollment
provisions of subparagraph (A) of paragraph (1) of subdivision (I) of Section 14132.275.

(4) For FIDE-SNP plans serving beneficiaries in Coordinated Care Initiative
counties, the department shall require the following provisions:

(A) After December 31, 2014, enrollment in the County of Los Angeles shall
not exceed 6,000 additional beneficiaries at any point during the term of the
demonstration project. After December 31, 2014, enrollment in the combined Counties
of Riverside and San Bernardino shall not exceed 1,500 additional beneficiaries at any
point during the term of the demonstration project.This subparagraph shall be
Inoperative on July 1, 2021.

(B) Any necessary data or information requirements provided by the FIDE-SNP
to ensure contract compliance.

(5) Beneficiaries enrolled in an alternate health care service plan (AHCSP) who
become dually eligible for Medicare and Medicaid benefits while enrolled in that
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AHCSP may elect to enroll in the AHCSP's D-SNP plan subject to the following
requirements:

(A) The beneficiary was amember of the AHCSP immediately prior to becoming
dually eligible for Medicare and Medicaid benefits.

(B) Upon mutual agreement between a Cal MediConnect Plan operated by a
health authority or commission contracting with the department and the AHCSP, the
AHCSP shall take full financial and programmatic responsibility for certain long-term
supports and services of the D-SNP enrollee, including, but not limited to, certain
long-term skilled nursing care, community-based adult services, multipurpose senior
services program services, and other applicable Medi-Cal benefits offered in the
demonstration project.

(6) Prior to assigning a beneficiary in aMedi-Ca managed care health plan
pursuant to Section 14182.16, the department shall determine whether the beneficiary
Isaready amember of the AHCSRP. If s, the beneficiary shall be assignedto aMedi-Cal
managed care health plan operated by a health authority or commission contracting
with the department and subcontracting with the AHCSP.

(h) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(i) (1) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.

(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repealed.

SEC. 8. Section 14182.16 of the Welfare and Institutions Code is amended to

read:

14182.16. (@) The department shall require Medi-Cal beneficiaries who have
dual eligibility in Medi-Cal and the Medicare Program to be assigned as mandatory
enrollees into new or existing Medi-Cal managed care health plans for their Medi-Cal
benefits in Coordinated Care Initiative counties.

(b) For the purposes of this section and Section 14182.17, the following
definitions shall apply:

(1) “Coordinated Care Initiative counties’ means the Counties of Los Angeles,
Orange, Riverside, San Bernardino, San Diego, San Mateo, and Santa Clara.

(2) “Dual eligible beneficiary” meansanindividual 21 years of age or older who
is enrolled for benefits under Medicare Part A (42 U.S.C. Sec. 1395c et seq.) or
Medicare Part B (42 U.S.C. Sec. 1395j et seq.), or both, and is eligible for medical
assistance under the Medi-Cal State Plan.

(3) “Full-benefit dual eligible beneficiary” means an individual 21 years of age
or older who is eligible for benefits under Medicare Part A (42 U.S.C. Sec. 1395c et
seg.), Medicare Part B (42 U.S.C. Sec. 1395j et seq.), and Medicare Part D (42 U.S.C.
Sec. 1395w-101), and iseligible for medical assistance under the Medi-Cal State Plan.

(4) “Managed care health plan” means an individual, organization, or entity that
entersinto a contract with the department pursuant to Article 2.7 (commencing with
Section 14087.3), Article 2.81 (commencing with Section 14087.96), or Article 2.91
(commencing with Section 14089), of this chapter, or Chapter 8 (commencing with
Section 14200).
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(5) “Other health coverage” means health coverage providing the same full or
partial benefits asthe Medi-Cal program, health coverage under another state or federal
medical care program except for the Medicare Program (Title XVI1II of the federal
Social Security Act (42 U.S.C. Sec. 1395 et seq.)), or health coverage under a
contractual or legal entitlement, including, but not limited to, a private group or
indemnification insurance program.

(6) “Out-of -network Medi-Cal provider” means a health care provider that does
not have an existing contract with the beneficiary’s managed care health plan or its
subcontractors.

(7) “Partial-benefit dual eligible beneficiary” means an individual 21 years of
age or older who isenrolled for benefits under Medicare Part A (42 U.S.C. Sec. 1395c
et seq.), but not Medicare Part B (42 U.S.C. Sec. 1395j et seq.), or who is eligible for
Medicare Part B (42 U.S.C. Sec. 1395] et seq.), but not Medicare Part A (42 U.S.C.
Sec. 1395c et seq.), and is eligible for medical assistance under the Medi-Cal State
Plan.

(c) (1) Notwithstanding subdivision (a), adual eligible beneficiary is exempt
from mandatory enrollment in amanaged care health plan if thedual eligible beneficiary
meets any of the following:

(A) Except in counties with county organized health systems operating pursuant
to Article 2.8 (commencing with Section 14087.5), the beneficiary has other health
coverage.

(B) The beneficiary receives services through afoster care program, including
the program described in Article 5 (commencing with Section 11400) of Chapter 2.

(C) The beneficiary isunder 21 years of age.

(D) The beneficiary is not eligible for enrollment in managed care health plans
for medically necessary reasons determined by the department.

(E) The beneficiary residesin one of the Veterans Homes of California, as
described in Chapter 1 (commencing with Section 1010) of Division 5 of the Military
and Veterans Code.

(F) The beneficiary is enrolled in any entity with a contract with the department
pursuant to Chapter 8.75 (commencing with Section 14591).

(G) The beneficiary isenrolled in amanaged care organization licensed under
the Knox-Keene Health Care Service Plan Act of 1975 (Chapter 2.2 (commencing
with Section 1340) of Division 2 of the Health and Safety Code) that has previously
contracted with the department as a primary care case management plan pursuant to
Article 2.9 (commencing with Section 14088) of Chapter 7.

(2) A beneficiary who has been diagnosed with HIV/AIDS is not exempt from
mandatory enrollment, but may opt out of managed care enrollment at the beginning
of any month.

(d) Implementation of this section shall incorporate the provisions of Section
14182.17 that are applicable to beneficiaries eligible for benefits under Medi-Cal and
the Medicare Program.

(e) At the director’s sole discretion, in consultation with stakeholders, the
department may determine and implement a phased-in enrollment approach that may
include Medi-Cal beneficiary enrollment into managed care health plansimmediately
upon implementation of this section in a specific county, over a 12-month period, or
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other phased approach. The phased-in enrollment shall commence no sooner than
March 1, 2013, and not until all necessary federal approvals have been obtained.

(f) To the extent that mandatory enrollment is required by the department, an
enrollee’s access to fee-for-service Medi-Cal shall not be terminated until the enrollee
has selected or been assigned to a managed care health plan.

(g) Except in a county where Medi-Cal services are provided by a county
organized health system, and notwithstanding any other law, in any county in which
fewer than two existing managed health care plans contract with the department to
provide Medi-Cal services under this chapter that are available to dual eligible
beneficiaries, including long-term services and supports, the department may contract
with additional managed care health plansto provide Medi-Cal services.

(h) For partial-benefit dual eligible beneficiaries, the department shall inform
these beneficiaries of their rightsto continuity of care from out-of-network Medi-Cal
providers pursuant to subparagraph (G) of paragraph (5) of subdivision (d) of Section
14182.17, and that the need for medical exemption criteriaapplied to counties operating
under Chapter 4.1 (commencing with Section 53800) of Subdivision 1 of Division 3
of Title 22 of the California Code of Regulations may not be necessary to continue
receiving Medi-Cal services from an out-of-network provider.

(i) The department may contract with existing managed care health plans to
provide or arrange for services under this section. Notwithstanding any other law, the
department may enter into the contract without the need for a competitive bid process
or other contract proposal process, provided that the managed care health plan provides
written documentation that it meets all of the qualifications and requirements of this
section and Section 14182.17.

() The development of capitation rates for managed care health plan contracts
shall include the analysis of data specific to the dual eligible population. For the
purposes of developing capitation rates for payments to managed care health plans,
the department shall require all managed care health plans, including existing managed
care health plans, to submit financial, encounter, and utilization datain aform, at a
time, and including substance as deemed necessary by the department. Failure to submit
therequired datashall result in the imposition of penalties pursuant to Section 14182.1.

(K) Persons meeting participation requirements for the Program of All-Inclusive
Carefor the Elderly (PACE) pursuant to Chapter 8.75 (commencing with Section
14591) may select a PACE plan if oneisavailable in that county. Except in counties
with county organized health systems operating pursuant to Article 2.8 (commencing
with Section 14087.5), the department or its enrollment contractor shall notify a dual
eligible beneficiary who is subject to mandatory enrollment in a managed care plan
and who is potentialy eligible for PACE that-he-er-she they may alternatively request
to be assessed for eligibility for PACE, and, if eligible, may enroll in a PACE plan.
The department or its enrollment contractor shall not enroll adual eligible beneficiary
who requests to be assessed for PACE in a managed care plan until the earlier of 60
days or the time that-he-er-sheis they are assessed and determined to be ineligible for
aPACE plan, unless the beneficiary subsequently chooses to enroll in amanaged care
plan.

() Except for dual eligible beneficiaries participating in the demonstration project
pursuant to Section 14132.275, persons meeting the parti cipation requirementsin effect
on January 1, 2010, for aMedi-Cal primary case management plan in operation on
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that date, may select that primary care case management plan or a successor health
care plan that is licensed pursuant to the Knox-Keene Health Care Service Plan Act
of 1975 (Chapter 2.2 (commencing with Section 1340) of Division 2 of the Health and
Safety Code) to provide services within the same geographic areathat the primary care
case management plan served on January 1, 2010.

(m) The department may implement an intergovernmental transfer arrangement
with a public entity that elects to transfer public funds to the state to be used solely as
the nonfederal share of Medi-Cal payments to managed care health plans for the
provision of servicesto dual eligible beneficiaries pursuant to Section 14182.15.

(n) Toimplement this section, the department may contract with public or private
entities. Contracts or amendments entered into under this section may be on an exclusive
or nonexclusive basis and on a noncompetitive bid basis and shall be exempt from all
of the following:

(1) Part 2 (commencing with Section 10100) of Division 2 of the Public Contract
Code and any policies, procedures, or regulations authorized by that part.

(2) Article 4 (commencing with Section 19130) of Chapter 5 of Part 2 of Division
5 of Title 2 of the Government Code.

(3) Review or approval of contracts by the Department of General Services.

(o) Any otherwise applicable provisions of this chapter, Chapter 8 (commencing
with Section 14200), or Chapter 8.75 (commencing with Section 14591) not in conflict
with this section or with the Special Terms and Conditions of the waiver shall apply
to this section.

(p) The department shall, in coordination with and consistent with an interagency
agreement with the Department of Managed Health Care, at a minimum, monitor on
aquarterly basis the adequacy of provider networks of the managed care health plans.
Notwithstanding any other law, this subdivision shall remain operative only through
June 30, 2017.

(q) The department shall suspend new enrollment of dual eligible beneficiaries
Into amanaged care health plan if it determinesthat the managed care health plan does
not have sufficient primary or speciaty care providers and long-term service and
supports to meet the needs of its enrollees.

(r) Managed care health plans shall pay providersin accordance with Medicare
and Medi-Cal coordination of benefits.

(s) Thissection shall beimplemented only to the extent that all federal approvals
and waivers are obtained and only if and to the extent that federal financial participation
isavailable.

(t) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1 of
Division 3 of Title 2 of the Government Code, the department may implement, interpret,
or make specific this section and any applicable federal waivers and state plan
amendments by means of all-county letters, plan letters, plan or provider bulletins, or
similar instructions, without taking regulatory action. Prior to issuing any letter or
similar instrument authorized pursuant to this section, the department shall notify and
consult with stakeholders, including advocates, providers, and beneficiaries. The
department shall notify the appropriate policy and fiscal committees of the Legislature
of itsintent to issue instructions under this section at least five days in advance of the
issuance.
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(u) A managed care health plan that contracts with the department for the
provision of services under this section shall ensure that beneficiaries have access to
the same categories of licensed providers that are available under fee-for-service
Medicare. Nothing in this section shall prevent a managed care health plan from
contracting with selected providers within a category of licensure.

(V) The department shall, commencing August 1, 2013, convene stakeholders,
at least quarterly, to review progress on the Coordinated Care Initiative and make
recommendations to the department and the L egislature for the duration of the
Coordinated CareInitiative. The stakeholders shall include beneficiaries, counties, and
health plans, and representatives from primary care providers, specialists, hospitals,
nursing facilities, MSSP programs, CBAS programs, other social service providers,
the IHSS program, behavioral health providers, and substance use disorders
stakeholders.

(w) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(x) (1) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.

(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repeal ed.

SEC. 9. Section 14182.17 of the Welfare and Institutions Code is amended to
read:

14182.17. (@) For the purposes of this section, the definitions in subdivision
(b) of Section 14182.16 apply.

(b) The department shall ensure and improve the care coordination and integration
of health care servicesfor Medi-Cal beneficiariesresiding in Coordinated Care I nitiative
counties who are either of the following:

(1) Dual eligible beneficiaries, asdefined in subdivision (b) of Section 14182.16,
who receive Medi-Cal benefits and services through the demonstration project
established pursuant to Section 14132.275 or through mandatory enrollment in managed
care health plans pursuant to Section 14182.16.

(2) Medi-Cal beneficiarieswho receive long-term services and supports pursuant
to Article 5.7 (commencing with Section 14186).

(¢) The department shall devel op an enrollment processto be used in Coordinated
Care Initiative counties to do the following:

(1) Except inacounty that provides Medi-Cal servicesunder acounty organized
health system pursuant to Article 2.8 (commencing with Section 14087.5), provide a
choice of Medi-Cal managed care plans to adual eligible beneficiary who has opted
for Medicare fee-for-service, and establish an algorithm to assign beneficiaries who
do not make a choice.

(2) Ensure that only beneficiaries required to make a choice or affirmatively opt
out are sent enrollment materials.

(3) Establish enrollment timelines, developed in consultation with health plans
and stakeholders, and approved by CMS, for each demonstration site. The timeline
may provide for combining or phasing in enrollment for Medicare and Medi-Cal
benefits.
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(d) Before the department contracts with managed care health plans or Medi-Cal
providers to furnish Medi-Cal benefits and services pursuant to subdivision (b), the
department shall do al of the following:

(1) Ensuretimely and appropriate communicationswith beneficiaries asfollows:

(A) At least 90 days prior to enrollment, inform dual eligible beneficiariesthrough
anotice written at not more than asixth grade reading level that includes, at aminimum,
how the Medi-Cal system of care will change, when the changes will occur, and who
they can contact for assistance with choosing a managed care health plan or with
problems they encounter.

(B) Develop and implement an outreach and education program for beneficiaries
to inform them of their enrollment options and rights, including specific steps to work
with consumer and beneficiary community groups.

(C) Develop, in consultation with consumers, beneficiaries, and other
stakeholders, an overall communications plan that includes all aspects of developing
beneficiary notices.

(D) Ensure that managed care health plans and their provider networks are able
to provide communication and services to dual eligible beneficiaries in aternative
formats that are culturally, linguistically, and physically appropriate through means,
including, but not limited to, assistive listening systems, sign language interpreters,
captioning, written communication, plain language, and written translations.

(E) Ensure that managed care health plans have prepared materials to inform
beneficiaries of procedures for obtaining Medi-Cal benefits, including grievance and
appeals procedures, that are offered by the plan or are avail able through the Medi-Cal
program.

(F) Ensure that managed care health plans have policies and proceduresin effect
to address the effective transition of beneficiaries from Medicare Part D plans not
participating in the demonstration project. These policies shall include, but not be
limited to, thetransition of care requirementsfor Medicare Part D benefits as described
in Chapters 6 and 14 of the Medicare Managed Care Manual, published by CMS,
including a determination of which beneficiaries require information about their
transition supply, and, within the first 90 days of coverage under a new plan, provide
for atemporary fill when the beneficiary requests arefill of a nonformulary drug.

(G) Contingent upon available private or public funds other than moneys from
the General Fund, contract with community-based, nonprofit consumer, or health
Insurance assi stance organizations with expertise and experience in assisting dual
eligible beneficiaries in understanding their health care coverage options.

(H) Develop, with stakeholder input, informing and enrollment materials and
an enrollment processin the demonstration site counties. The department shall ensure
all of the following prior to implementing enrollment:

() Enrollment materials shall be made public at |east 60 days prior to the first
mailing of noticesto dual eligible beneficiaries, and the department shall work with
stakeholders to incorporate public comment into the materials.

(if) The materials shall be in anot more than sixth grade reading level and shall
be available in all the Medi-Cal threshold languages, as well asin alternative formats
that are culturally, linguistically, and physically appropriate. For in-person enrollment
assistance, disability accommodation shall be provided, when appropriate, through
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means including, but not limited to, assistive listening systems, sign language
interpreters, captioning, and written communication.

(iii) The materials shall plainly state that the beneficiary may choose
fee-for-service Medicare or Medicare Advantage, but must return the form to indicate
this choice, and that if the beneficiary does not return the form, the state shall assign
the beneficiary to aplan and all Medicare and Medi-Cal benefits shall only be available
through that plan.

(iv) The materials shall plainly state that the beneficiary shall be enrolled in a
Medi-Cal managed care health plan even if the beneficiary choosesto stay in
fee-for-service Medicare.

(v) The materials shall plainly explain al of the following:

(I) The plan choices.

(1) Continuity of care provisions.

(111) How to determine which providers are enrolled in each plan.

(V) How to obtain assistance with the choice forms.

(vi) The enrollment contractor recognizes, in compliance with existing statutes
and regulations, authorized representatives, including, but not limited to, a caregive,
family member, conservator, or alegal services advocate, who is recognized by any
of the services or programs that the person is already receiving or participating in.

(I) Make available to the public and to all Medi-Cal providers copies of all
beneficiary notices in advance of the date the notices are sent to beneficiaries. These
copies shall be available on the department’s internet website.

(2) Require that managed care health plans perform an assessment process that,
at aminimum, does al of the following:

(A) Assesses each new enrollee’srisk level and needs by performing arisk
assessment process using means, including telephonic, web-based, or in-person
communication, or review of utilization and claims processing data, or by other means
as determined by the department, with aparticular focus on identifying those enrollees
who may need long-term services and supports. The risk assessment process shall be
performed in accordance with all applicable federal and state laws.

(B) Assesses the care needs of dual eligible beneficiaries and coordinates their
Medi-Cal benefits across all settings, including coordination of necessary services
within, and, when necessary, outside of the managed care health plan’s provider
network.

(C) Uses amechanism or algorithm developed by the managed care health plan
pursuant to paragraph (7) of subdivision (b) of Section 14182 for risk stratification of
members.

(D) At the time of enrollment, applies the risk stratification mechanism or
algorithm approved by the department to determine the health risk level of members.

(E) Reviews historical Medi-Cal fee-for-service utilization data and Medicare
data, to the extent either is accessible to and provided by the department, for dual
eligible beneficiaries upon enrollment in amanaged care health plan so that the managed
care health plans are better able to assist dual eligible beneficiaries and prioritize
assessment and care planning.

(F) Analyzes Medicare clamsdatafor dua eligible beneficiaries upon enrollment
In a demonstration site pursuant to Section 14132.275 to provide an appropriate
transition process for newly enrolled beneficiaries who are prescribed Medicare Part
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D drugs that are not on the demonstration site’s formulary, as required under the
transition of care requirements for Medicare Part D benefits as described in Chapters
6 and 14 of the Medicare Managed Care Manual, published by CMS.

(G) Assesses each new enrollee's behaviora health needs and historical
utilization, including mental health and substance use disorder treatment services.

(H) Follows timeframes for reassessment and, if necessary, circumstances or
conditions that require redetermination of risk level, which shall be set by the
department.

(3) Ensure that the managed care health plans arrange for primary care by doing
al of the following:

(A) Except for beneficiaries enrolled in the demonstration project pursuant to
Section 14132.275, forgo interference with a beneficiary’s choice of primary care
physician under Medicare, and not assign a full-benefit dual eligible beneficiary to a
primary care physician unlessit is determined through the risk stratification and
assessment process that assignment is necessary, in order to properly coordinate the
care of the beneficiary or upon the beneficiary’s request.

(B) Assign aprimary care physician to apartial-benefit dual eligible beneficiary
receiving primary or specialty care through the Medi-Cal managed care plan.

(C) Provide a mechanism for partial-benefit dual eligible enrolleesto request a
gpecialist or clinic asaprimary care provider if these services are being provided
through the Medi-Cal managed care health plan. A specialist or clinic may serveasa
primary care provider if the specialist or clinic agreesto servein aprimary care provider
role and is qualified to treat the required range of conditions of the enrollees.

(4) Ensure that the managed care health plans perform, at aminimum, and in
addition to, other statutory and contractual requirements, care coordination, and care
management activities as follows:

(A) Reflect amember-centered, outcome-based approach to care planning,
consistent with the CMS model of care approach and with federal Medicare
requirements and guidance.

(B) Adhere to a beneficiary’s determination about the appropriate invol vement
of the beneficiary’s medical providers and caregivers, according to the federal Health
Insurance Portability and Accountability Act of 1996 (Public Law 104-191).

(C) Develop care management and care coordination for the beneficiary across
the medical and long-term services and supports care system, including transitions
among levels of care and between service locations.

(D) Develop individual care plans for higher risk beneficiaries based on the
results of the risk assessment process with aparticular focus on long-term services and
supports.

(E) Use nurses, social workers, the beneficiary’s primary care physician, if
appropriate, and other medical professionalsto provide care management and enhanced
care management, as applicable, particularly for beneficiariesin need of or receiving
long-term services and supports.

(F) Consider behavioral health needs of beneficiaries and coordinate those
services with the county mental health department as part of the beneficiary’s care
management plan when appropriate.
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(G) Facilitate a beneficiary’s ability to access appropriate community resources
and other agencies, including referrals as necessary and appropriate for behavioral
services, such as mental health and substance use disorders treatment services.

(H) Monitor skilled nursing facility utilization and develop care transition plans
and programs that move beneficiaries back into the community to the extent possible.
Plans shall monitor and support beneficiaries in the community to avoid further
institutionalization.

(5) Ensure that the managed care health plans comply with, at a minimum, and
in addition to other statutory and contractual requirements, network adequacy
requirements as follows:

(A) Provide access to providers that comply with applicable state and federa
law, including, but not limited to, physical accessibility and the provision of health
plan information in alternative formats.

(B) Meet provider network adequacy standards for long-term services and
supports that the department shall develop.

(C) Maintain an updated, accurate, and accessible listing of a provider’s ability
to accept new patients, which shall be made available to beneficiaries, at a minimum,
by phone, written material, and the internet, and in accessible formats, upon request.

(D) Monitor an appropriate provider network that includes an adequate number
of accessible facilities within each service area.

(E) Contract with and assign patients to safety net and traditional providers as
defined in subdivisions (hh) and (jj), respectively, of Section 53810 of Title 22 of the
Cdlifornia Code of Regulations, including small and private practice providers who
have traditionally treated dual eligible patients, based on available medical history to
ensure access to care and services. A managed care health plan shall establish
participation standards to ensure participation and broad representation of traditional
and safety net providers within a service area.

(F) Maintain aliaison to coordinate with each regional center operating within
the plan’sservice areato assist dual eligible beneficiarieswith devel opmental disabilities
in understanding and accessing services and act as a central point of contact for
guestions, access and care concerns, and problem resolution.

(G) Maintain aliaison and provide access to out-of-network providers, for up
to 12 months, for new members enrolled under Sections 14132.275 and 14182.16 who
have an ongoing relationship with a provider, if the provider will accept the health
plan’sratefor the service offered, or for nursing facilitiesand Community-Based Adult
Services, or the applicable Medi-Cal fee-for-service rate, whichever is higher, and the
managed care health plan determines that the provider meets applicable professional
standards and has no disqualifying quality of care issuesin accordance with guidance
from the department, including all-planletters. A partia-benefit dual eligible beneficiary
enrolled in Medicare Part A who only receives primary and specialty care services
through a Medi-Cal managed care health plan shall be able to receive these Medi-Cal
services from an out-of-network Medi-Cal provider for 12 months after enrollment.
This subparagraph shall not apply to out-of-network providers that furnish ancillary
services.

(H) Assign a primary care physician who is the primary clinician for the
beneficiary and who provides core clinical management functions for partial-benefit
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dual eligible beneficiaries who are receiving primary and specialty care through the
Medi-Ca managed care health plan.

(I) Employ care managers directly or contract with nonprofit or proprietary
organizationsin sufficient numbers to provide coordinated care servicesfor long-term
services and supports as needed for all members.

(6) Ensure that the managed care health plans address medical and social needs
asfollows:

(A) Offer services beyond those required by Medicare and Medi-Cal at the
managed care health plan’s discretion.

(B) Refer beneficiaries to community resources or other agencies for needed
medical or social services or items outside the managed care health plan’s
responsibilities.

(C) Facilitate communication among a beneficiary’s health care and personal
care providers, including long-term services and supports and behavioral health
providers when appropriate.

(D) Engage in other activities or services needed to assist beneficiariesin
optimizing their health status, including assisting with self-management skills or
techniques, health education, and other modalities to improve health status.

(E) Facilitate timely accessto primary care, specialty care, medications, and
other health services needed by the beneficiary, including referrals to address any
physical or cognitive barriers to access.

(F) Utilize the most recent common procedure terminology (CPT) codes,
modifiers, and correct coding initiative edits.

(7) (A) Ensure that the managed care health plans provide, at a minimum, and
in addition to other statutory and contractual requirements, a grievance and appeal
process that does both of the following:

(i) Provides aclear, timely, and fair process for accepting and acting upon
complaints, grievances, and disenrollment requests, including proceduresfor appealing
decisionsregarding coverage or benefits, as specified by the department. Each managed
care health plan shall have a grievance process that complies with Section 14450, and
Sections 1368 and 1368.01 of the Health and Safety Code.

(it) Complies with a Medicare and Medi-Cal grievance and appeal process, as
applicable. The appeals process shall not diminish the grievance and appeal s rights of
IHSS recipients pursuant to Section 10950.

(B) In no circumstance shall the process for appeals be more restrictive than
what is required under the Medi-Cal program.

(e) The department shall do all of the following:

(1) Monitor the managed care health plans' performance and accountability for
provision of services, in addition to all other statutory and contractual monitoring and
oversight requirements, by doing all of the following:

(A) Develop performance measures that are required as part of the contract to
provide quality indicators for the Medi-Cal population enrolled in a managed care
health plan and for the dual eligible subset of enrollees. These performance measures
may include measures from the Healthcare Effectiveness Data and Information Set or
measures indicative of performance in serving special needs populations, such asthe
National Committee for Quality Assurance structure and process measures, or other
performance measures identified or devel oped by the department.

210885878188BI LL



02/16/21 10:16 AM
78188 RN 21 08858 PAGE 27

(B) Implement performance measures that are required as part of the contract to
provide quality assurance indicators for long-term services and supports in quality
assurance plans required under the plans' contracts. These indicators shall include
factors such as affirmative member choice, increased independence, avoidance of
institutional care, and positive health outcomes. The department shall develop these
guality assurance indicators in consultation with stakeholder groups.

(C) Effective January 10, 2014, and for each subsequent year of the demonstration
project authorized under Section 14132.275, provide areport to the Legislature
describing the degree to which Medi-Cal managed care health plans in counties
participating in the demonstration project have fulfilled the quality requirements, as
set forth in the health plan contracts.

(D) Effective June 1, 2014, and for each subsequent year of the demonstration
project authorized by Section 14132.275, provide areport from the department to the
L egislature summarizing information from both of the following:

(i) The independent audit report required to be submitted annually to the
department by managed care health plans participating in the demonstration project
authorized by Section 14132.275.

(if) Any routine financial examinations of managed care health plans operating
inthe demonstration project authorized by Section 14132.275 that have been conducted
and completed for the previous calendar year by the department.

(2) Monitor on aquarterly basisthe utilization of covered servicesof beneficiaries
enrolled in the demonstration project pursuant to Section 14132.275 or receiving
long-term services and supports pursuant to Article 5.7 (commencing with Section
14186).

(3) Develop requirements for managed care health plans to solicit stakeholder
and member participation in advisory groupsfor the planning and devel opment activities
relating to the provision of services for dual eligible beneficiaries.

(4) Submit to the Legidlature the following information:

(A) Provide, to the fiscal and appropriate policy committees of the Legidlature,
acopy of any report submitted to CM S pursuant to the approved federal waiver
described in Section 14180.

(B) The department, together with the State Department of Social Services, the
California Department of Aging, and the Department of Managed Health Care, convene
and consult with stakeholders at |east twice during the period following production of
adraft of theimplementation plan and before submission of the planto the Legidlature.
Continued consultation with stakeholders shall occur on an ongoing basis for the
implementation of the provisions of this section.

(C) No later than 90 days prior to theinitial plan enrollment date of the
demonstration project pursuant to the provisions of Sections 14132.275, 14182.16, and
of Article 5.7 (commencing with Section 14186), assess and report to the fiscal and
appropriate policy committees of the Legislature on the readiness of the managed care
health plans to address the unique needs of dual eligible beneficiaries and Medi-Cal
only seniorsand personswith disabilities pursuant to the applicabl e readiness evaluation
criteria and requirements set forth in paragraphs (1) to (8), inclusive, of subdivision
(b) of Section 14087.48. The report shall also include an assessment of the readiness
of the managed care health plansin each county participating in the demonstration
project to have met the requirements set forth in paragraphs (1) to (9), inclusive.
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(D) The department shall submit two reports to the Legidlature, with the first
report submitted five months prior to the commencement date of enrollment and the
second report submitted three months prior to the commencement date of enrollment,
that describe the status of all of the following readiness criteria and activities that the
department shall complete:

() Enter into contracts, either directly or by funding other agencies or
community-based, nonprofit, consumer, or health insurance assistance organizations
with expertise and experience in providing health plan counseling or other direct health
consumer assistance to dual eligible beneficiaries, in order to assist these beneficiaries
in understanding their options to participate in the demonstration project specified in
Section 14132.275 and to exercise their rights and address barriers regarding access
to benefits and services.

(ii) Develop a plan to ensure timely and appropriate communications with
beneficiaries as follows:

(I) Develop aplan to inform beneficiaries of their enrollment options and rights,
including specific steps to work with consumer and beneficiary community groups
described in clause (i), consistent with the provisions of paragraph (1).

(1) Design, in consultation with consumers, beneficiaries, and stakeholders, all
enrollment-rel ated notices, including, but not limited to, summary of benefits, evidence
of coverage, prescription formulary, and provider directory notices, aswell as all
appeals and grievance-related procedures and notices produced in coordination with
existing federal Centersfor Medicare and Medicaid Services (CMS) guidelines.

(111) Design a comprehensive plan for beneficiary and provider outreach,
including specific materialsfor personsin nursing and group homes, family members,
conservators, and authorized representatives of beneficiaries, as appropriate, and
providers of services and supports.

(V) Develop a description of the benefits package available to beneficiariesin
order to assist them in plan selection and how they may select and access servicesin
the demonstration project’s assessment and care planning process.

(V) Design uniform and plain language materials and aprocessto inform seniors
and persons with disabilities of copays and covered services so that beneficiaries can
make informed choices.

(V1) Develop adescription of the process, except in those demonstration counties
that have a county operated health system, of automatically assigning beneficiaries
into managed care health plans that shall include arequirement to consider Medicare
service utilization, provider data, and consideration of plan quality.

(iii) Finalize rates and comprehensive contracts between the department and
participating health plansto facilitate effective outreach, enroll network providers, and
establish benefit packages. To the extent permitted by CM S, the plan rates and contract
structure shall be provided to the appropriate fiscal and policy committees of the
L egidlature and posted on the department’s internet website so that they are readily
available to the public.

(iv) Ensure that contracts have been entered into between plans and providers
including, but not limited to, agreements with county agencies as necessary.

(v) Develop network adequacy standardsfor medical care and long-term supports
and services that reflect the provisions of paragraph (5).
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(vi) Identify dedicated department or contractor staff with adequate training and
availability during business hours to address and resol ve issues between health plans
and beneficiaries, and establish arequirement that health plans have similar points of
contact and are required to respond to state inquiries when continuity of care issues
arise.

(vii) Develop atracking mechanism for inquiries and complaints for quality
assessment purposes, and post publicly on the department’sinternet website information
on the types of issues that arise and data on the resolution of complaints.

(viii) Prepare scripts and training for the department and plan customer service
representatives on all aspects of the program, including training for enrollment brokers
and community-based organizations on rules of enrollment and counseling of
beneficiaries.

(ix) Develop continuity of care procedures.

(x) Adopt quality measures to be used to evaluate the demonstration projects.
Quality measures shall be detailed enough to enable measurement of the impact of
automatic plan assignment on quality of care.

(xi) Develop reporting requirements for the plans to report to the department,
including data on enrollments and disenrollments, appeal's and grievances, and
information necessary to eval uate quality measures and care coordination models. The
department shall report thisinformation to the appropriate fiscal and policy committees
of the Legidlature, and thisinformation shall be posted on the department’s internet
website.

(f) Thissection shall beimplemented only to the extent that all federal approvals
and waiversare obtained and only if and to the extent that federal financial participation
isavailable.

(g) Toimplement this section, the department may contract with public or private
entities. Contracts or amendments entered into under this section may be on an exclusive
or nonexclusive basis and a noncompetitive bid basis and shall be exempt from the
following:

(1) Part 2 (commencing with Section 10100) of Division 2 of the Public Contract
Code and any policies, procedures, or regulations authorized by that part.

(2) Article 4 (commencing with Section 19130) of Chapter 5 of Part 2 of Division
5 of Title 2 of the Government Code.

(3) Review or approval of contracts by the Department of General Services.

(h) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1 of
Division 3 of Title 2 of the Government Code, the department may implement, interpret,
or make specific this section and any applicable federal waivers and state plan
amendments by means of all-county letters, plan letters, plan or provider bulletins, or
similar instructions, without taking regulatory action. Prior to issuing any letter or
similar instrument authorized pursuant to this section, the department shall notify and
consult with stakeholders, including advocates, providers, and beneficiaries. The
department shall notify the appropriate policy and fiscal committees of the Legidature
of itsintent to issue instructions under this section at least five days in advance of the
issuance.

(1) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
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determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(j) (1) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.

(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repealed.

SEC. 10. Section 14182.18 of the Welfare and Institutions Code is amended
to read:

14182.18. (a) Itistheintent of the Legislature that both the managed care plans
participating in and providing long-term services and supports under Sections 14182.16
and 14186.2 and the state have protections against either significant overpayment or
significant underpayments. Risk corridors are one method of risk sharing that may
limit the financial risk of misaligning the payments associated with acontract to furnish
long-term services and supports pursuant to a contract under the Coordinated Care
Initiative on an at-risk basis.

(b) In Coordinated Care Initiative counties, as defined in paragraph (1) of
subdivision (b) of Section 14182.16, for managed care health plans providing long-term
services and supports, the department shall includein its contract with those plans risk
corridors designed with the following parameters.

(1) Risk corridors shall apply only to the costs of the individuals and services
identified below:

(A) Health care service costsfor full-benefit dual eligible beneficiaries, asdefined
in paragraph (3) of subdivision (b) of Section 14182.16, for whom both of thefollowing
aretrue:

(i) The beneficiary is enrolled in the managed care health plan and the plan’s
contract covers all Medi-Cal long-term services and supports.

(i1) The beneficiary is not enrolled in the demonstration project.

(B) Long-term services and supports costs for partial-benefit dual eligible
beneficiaries, as defined in paragraph (7) of subdivision (b) of Section 14182.16, and
non-dual-eligible beneficiaries who are enrolled in the managed care health plan if the
plan’s contract covers all Medi-Cal long-term services and supports.

(2) Risk corridors applied to costs of beneficiary servicesidentified in
subparagraph (A) of paragraph (1) shall only be in place for a period of 24 months
starting with the first month in which both mandatory enrollment of full-benefit dual
eligible beneficiaries pursuant to Section 14182.16 and mandatory coverage of all
Medi-Cal long-term services and supports pursuant to Section 14186.2 have occurred.

(3) Risk corridors applied to costs of beneficiary servicesidentified in
subparagraph (B) of paragraph (1) shall only bein place for a period of 24 months
starting with the first month in which mandatory coverage of all Medi-Cal long-term
services and supports pursuant to Section 14186.2 has occurred.

(4) Therisk sharing of the costs of the individuals and services under this
subdivision shall be constructed by the department so that it is symmetrical with respect
to risk and profit, and so that all of the following apply:

(A) The managed care health plan isfully responsible for all costsin excess of
the capitated rate of the plan up to 1 percent.

(B) The managed care health plan shall fully retain the revenues paid through
the capitated rate in excess of the costs incurred up to 1 percent.
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(C) The managed care health plan and the department shall share responsibility
for costsin excess of the capitated rate of the plan that are greater than 1 percent above
the rate but less than 2.5 percent above the rate.

(D) The managed care health plan and the department shall share the benefit of
revenues in excess of the costs incurred that are greater than 1 percent below the
capitated rate of the plan but less than 2.5 percent below the capitated rate of the plan.

(E) The department shall be fully responsible for all costsin excess of the
capitated rate of the plan that are more than 2.5 percent above the capitated rate of the
plan.

(F) The department shall fully retain the revenues paid through the capitated rate
in excess of the costs incurred greater than 2.5 percent below the capitated rate of the
plan.

(c) The department shall develop specific contractual language implementing
the requirements of this section and corresponding details that shall be incorporated
into the managed care health plan’s contract.

(d) Thissection shall beimplemented only to the extent that any necessary federa
approvals or waivers are obtained.

(e) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(f) (1) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.

(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repealed.

SEC. 11. Section 14184.10 of the Welfare and Institutions Code is amended
to read:

14184.10. For purposes of thisarticle, the following definitions shall apply:

(@) “Demonstration project” meansthe CaliforniaMedi-Ca 2020 Demonstration,
Number 11-W-00193/9, as approved by thefederal Centersfor Medicareand Medicaid
Services, effective for the period from December 30, 2015, to December 31, 2020,
inclusive, and any applicable extension period.

(b) “ Demonstration term” meansthe entire period during which the demonstration
project isin effect, as approved by the federal Centers for Medicare and Medicaid
Services, including any applicable extension period.

(c) “Demonstration year” means the demonstration year as identified in the
Special Terms and Conditionsthat corresponds to a specific period of time as set forth
in paragraphs (1) to (6), inclusive. Individual programs under the demonstration project
may be operated on program years that differ from the demonstration years identified
in paragraphs (1) to (6), inclusive.

(1) Demonstration year 11 corresponds to the period of January 1, 2016, to June
30, 2016, inclusive.

(2) Demonstration year 12 corresponds to the period of July 1, 2016, to June 30,
2017, inclusive.

(3) Demonstration year 13 correspondsto the period of July 1, 2017, to June 30,
2018, inclusive.

210885878188BI LL



02/16/21 10:16 AM
78188 RN 21 08858 PAGE 32

(4) Demonstration year 14 corresponds to the period of July 1, 2018, to June 30,
2019, inclusive.

(5) Demonstration year 15 corresponds to the period of July 1, 2019, to June 30,
2020, inclusive.

(6) Demonstration year 16 correspondsto the period of July 1, 2020, to December
31, 2020, inclusive.

(d) “Denta Transformation Initiative” or “DTI” means the waiver program
intended to improve oral health services for children, as authorized under the Special
Terms and Conditions and described in Section 14184.70.

(e) “Designated state health program” shall have the same meaning as set forth
in the Specia Terms and Conditions.

(f) (1) “Designated public hospital” means any one of the following hospitals,
and any-sdeeessor_successor, including any restructured, reorganized, or differently
named hospital, which is operated by a county, a city and county, the University of
California, or specia hospital authority described in Chapter 5 (commencing with
Section 101850) or Chapter 5.5 (commencing with Section 101852) of Part 4 of Division
101 of the Health and Safety Code, or any additional public hospital, to the extent
identified asa“designated public hospital” in the Special Termsand Conditions. Unless
otherwise provided for in law, in the Medi-Cal State Plan, or in the Special Terms and
Conditions, dl referencesinlaw to adesignated public hospital as defined in subdivision
(d) of Section 14166.1 shall be deemed to refer to a hospital described in this section
effective as of January 1, 2016, except as provided in paragraph (2):

(A) UC Davis Medica Center.

(B) UC Irvine Medical Center.

(C) UC San Diego Medical Center.

(D) UC San Francisco Medical Center.

(E) UCLA Medical Center.

(F) SantaMonicalUCLA Medical Center, aso known asthe SantaMonicasUCLA
Medical Center and Orthopaedic Hospital.

(G) LA County Health System Hospitals:

(i) LA County Harbor/UCLA Medica Center.

(ii) LA County OliveView UCLA Medica Center.

(iii) LA County Rancho Los Amigos National Rehabilitation Center.

(iv) LA County University of Southern CaliforniaMedical Center.

(H) Alameda Health System Hospitals, including the following:

(1) Highland Hospital, including the Fairmont and John George Psychiatric
facilities.

(ii) Alameda Hospital.

(iii) San Leandro Hospital.

(1) Arrowhead Regional Medical Center.

(J) Contra Costa Regional Medical Center.

(K) Kern Medical Center.

(L) Natividad Medica Center.

(M) Riverside University Health System-Medical Center.

(N) San Francisco Genera Hospital.

(O) San Joaquin General Hospital.

(P) San Mateo Medical Center.
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(Q) Santa ClaraValley Medical Center.

(R) Ventura County Medical Center.

(2) For purposes of the following reimbursement methodologies, the hospitals
identified in clauses (ii) and (iii) of subparagraph (H) of paragraph (1) shall be deemed
to be adesignated public hospital as of the following effective dates:

(A) For purposes of the fee-for-service payment methodol ogies established and
implemented under Section 14166.4, the effective date shall be the date described in
paragraph (3) of subdivision (a) of Section 14184.30.

(B) For purposes of Article 5.230 (commencing with Section 14169.50), the
effective date shall be January 1, 2017.

(g) “Disproportionate share hospital provisions of the Medi-Cal State Plan”
means those applicable provisions contained in Attachment 4.19-A of the California
Medicaid state plan, approved by the federal Centers for Medicare and Medicaid
Services, that implement the payment adjustment program for disproportionate share
hospitals.

(h) “Federal disproportionate share hospital alotment” means the amount
specified for Californiaunder Section 1396r-4(f) of Title 42 of the United States Code
for afederal fiscal year.

(i) “Federal medical assistance percentage” meansthe federal medical assistance
percentage applicable for federal financial participation purposes for medical services
under the Medi-Cal State Plan pursuant to Section 1396b(a)(1) of Title 42 of the United
States Code.

() “Global Payment Program” or “GPP” meansthe payment program authorized
under the demonstration project and described in Section 14184.40 that assists
participating public health care systems that provide health care for the uninsured and
that promotes the delivery of more cost-effective, higher-value health care services
and activities.

(k) “Nondesignated public hospital” means a public hospital asthat termis
defined in paragraph (25) of subdivision (a) of Section 14105.98, excluding designated
public hospitals.

(1) “Nonfederal share percentage” means the difference between 100 percent
and the federal medical assistance percentage.

(m) “PRIME” means the Public Hospital Redesign and Incentivesin Medi-Cal
program authorized under the demonstration project and described in Section 14184.50.

(n) “Total computable disproportionate share hospital allotment” means the
federal disproportionate share hospital allotment for afederal fiscal year, divided by
the applicable federal medical assistance percentage with respect to that same federal
fiscal year.

(o) “Specia Terms and Conditions’ means those terms and conditions issued
by the federal Centersfor Medicare and Medicaid Services, including all attachments
to those terms and conditions and any subsequent amendments approved by thefederal
Centersfor Medicare and Medicaid Services, that apply to the demonstration project.

(p) “Uninsured” means an individual for whom there is no source of third-party
coverage for the health care services the individual receives, as determined pursuant
to the Special Terms and Conditions.

(q) “Whole Person Care pilot program” meansalocal collaboration among local
governmental agencies, Medi-Cal managed care plans, health care and behaviora
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health providers, or other community organizations, as applicable, that are approved
by the department to implement strategies to serve one or more identified target
popul ations, pursuant to Section 14184.60 and the Special Terms and Conditions.

SEC. 12. Section 14184.30 of the Welfare and Institutions Code is amended
to read:

14184.30. Thefollowing payment methodol ogies and requirementsimplemented
pursuant to Article 5.2 (commencing with Section 14166) shall be applicable as set
forth in this section.

(@) (1) (A) For purposes of Section 14166.4, the referencesto “ project year” and
“successor demonstration year” shall include references to the demonstration term, as
defined under this article, and to any extensions of the prior federal Medicaid
demonstration project entitled “ California Bridge to Reform Demonstration (Waiver
No. 11-W-00193/9).”

(B) For purposes of Section 14166.4, the references to “project year” and
“successor demonstration year” shall include referencesto the CalAIM term, asdefined
in subdivision (b) of section 14184.101, and to any extensions of the demonstration
project pursuant to this article.

(2) The fee-for-service payment methodol ogies established and implemented
under Section 14166.4 shall continueto apply with respect to designated public hospitals
approved under the Medi-Cal State Plan.

(3) For the hospitals identified in clauses (ii) and (iii) of subparagraph (H) of
paragraph (1) of subdivision (f) of Section 14184.10, the department shall seek any
necessary federal approvals to apply the fee-for-service payment methodologies
established and implemented under Section 14166.4 to these identified hospitals
effective no earlier than the 2016-17 state fiscal year. This paragraph shall be
implemented only to the extent that any necessary federal approvals are obtained and
federal financial participation is available and not otherwise jeopardized. Prior to the
effective date of any necessary federal approval obtained pursuant to this paragraph,
theseidentified hospital s shall continue to be considered nondesignated public hospitals
for purposes of the fee-for-service methodol ogy authorized pursuant to Section 14105.28
and the applicable provisions of the Medi-Cal State Plan.

(4) The department shall continue to make reimbursement available to qualifying
hospitals that meet the eligibility requirements for participation in the supplemental
reimbursement program for hospital facility construction, renovation, or replacement
pursuant to Section 14085.5 and the applicable provisions of the Medi-Cal State Plan.
The department shall continue to make inpatient hospital payments for services that
were historically excluded from a hospital’s contract under the Selective Provider
Contracting Program established under Article 2.6 (commencing with Section 14081)
in accordance with the applicable provisions of the Medi-Cal State Plan. These payments
shall not duplicate or supplant any other payments made under this article.

(b) During the 2015-16 state fiscal year, and subsequent state fiscal years that
commence during the demonstration-term; term or the CalAIM term, payment
adjustments to disproportionate share hospitals shall not be made pursuant to Section
14105.98, except as otherwise provided in thisartiete._article or Article 5.51
(commencing with Section 14184.100). Payment adjustmentsto disproportionate share
hospitals shall be made solely in accordance with this-ertiete; article or Article 5.51
(commencing with Section 14184.100).
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(1) Except as otherwise provided in thisartiele; article or Article
5.51(commencing with Section 14184.100), the department shall continue to make all
eligibility determinations and perform all payment adjustment amount computations
under the disproportionate share hospital payment adjustment program pursuant to
Section 14105.98 and pursuant to the disproportionate share hospital provisions of the
Medi-Cal State Plan. For purposes of these determinations and computations, which
include those made pursuant to Sections 14166.11 and 14166.16, all of the following
shall apply:

(A) The federal Medicaid DSH reductions pursuant to Section 1396r-4(f)(7) of
Title 42 of the United States Code shall be reflected as appropriate, including, but not
limited to, the cal culations set forth in subparagraph (B) of paragraph (2) of subdivision
(am) of Section 14105.98.

(B) Servicesthat wererendered under the Low Income Health Program authorized
pursuant to Part 3.6 (commencing with Section 15909) shall be included.

(2) (A) Notwithstanding Section 14105.98, the federal disproportionate share
hospital allotment specified for California under Section 1396r-4(f) of Title 42 of the
United States Code for each of federal fiscal years 2016 to 2021, inclusive, shall be
aligned with the statefiscal year in which the applicablefederal fiscal year commences,
and shall be distributed solely for the following purposes:

(i) Asdisproportionate share hospital payments under the methodology set forth
in applicable disproportionate share hospital provisions of the Medi-Cal State Plan,
which, to the extent permitted under federal law and the Special Terms and€eﬂdmens,
Conditions, or the CaAIM Terms and Conditions, shall be limited to the following
hospitals:

(I) Eligible hospitals, as determined pursuant to Section 14105.98 for each state
fiscal year inwhich the particular federal fiscal year commences, that meet the definition
of apublic hospital, as specified in paragraph (25) of subdivision (a) of Section
14105.98, and that are not participating as GPP systems under the Global Payment
Program.

(1) Hospitals that are licensed to the University of California, which meet the
requirements set forth in Section 1396r-4(d) of Title 42 of the United States Code.

(if) As afunding component for payments under the Global Payment Program,
asdescribed in subparagraph (A) of paragraph (1) of subdivision (c) of Section-14184-40
14184.40, or paragraph (1) of subdivision (c) of Section 14184.300, and the Special
Terms and-Cenditiens:_ Conditions or the CalAIM Terms and Conditions.

(B) The distribution of the federal disproportionate share hospital allotment to
hospitals described in this paragraph shall satisfy the state’s payment obligations, if
any, with respect to those hospitals under Section 1396r-4 of Title 42 of the United
States Code.

(3) (A) During the 2015-16 state fiscal year and subsequent state fiscal years
that commence during the demonstration-term;_term or the CalAIM term, a public
entity shall not be obligated to make any intergovernmental transfer pursuant to Section
14163, and all transfer amount determinations for those state fiscal years shall be
suspended. However, intergovernmental transfers shall be made with respect to the
disproportionate share hospital payment adjustments made in accordance with clause
(it) of subparagraph (B) of paragraph (6), as applicable.
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(B) During the 2015-16 state fiscal year and subsequent state fiscal years that
commence during the demonstration-term; term or the CalAIM term, transfer amounts
from the Medi-Cal Inpatient Payment Adjustment Fund to the Health Care Deposit
Fund, as described in paragraph (2) of subdivision (d) of Section 14163, are hereby
reduced to zero. Unless otherwise specified in this article or the applicable provisions
of Article 5.2 (commencing with Section 14166), this subparagraph shall be disregarded
for purposes of the cal cul ations made under Section 14105.98 during the 201516 state
fiscal year and subsequent state fiscal years that commence during the demonstration
term:_term or the CalAIM term.

(4) (A) During the state fiscal years for which the Global Payment Program
under Section-14184-40 14184.40, or Section 14184.300, isin effect, designated public
hospitals that are participating GPP systems shall not be eligible to receive
disproportionate share hospital payments pursuant to otherwise applicable
disproportionate share hospital provisions of the Medi-Cal State Plan.

(B) Eligible hospitals described in clause (i) of subparagraph (A) of paragraph
(2) that are nondesignated public hospitals shall continue to receive disproportionate
share hospital payment adjustments as set forth in Section 14166.16.

(C) Hospitals described in clause (i) of subparagraph (A) of paragraph (2) that
arelicensed to the University of Californiashall receive disproportionate share hospital
payments as follows:

() Subject to clause (iii), each hospital licensed to the University of California
may draw and receive federal Medicaid funding from the applicable federal
disproportionate share hospital alotment on the amount of certified public expenditures
for the hospital’s expenditures that are eligible for federal financial participation as
reported in accordance with Section 14166.8 and the applicabl e disproportionate share
hospital provisions of the Medi-Cal State Plan.

(i) Subject to clause (iii) and to the extent the hospital meets the requirement in
Section 1396r-4(b)(1)(A) of Title 42 of the United States Code regarding the Medicaid
inpatient utilization rate or Section 1396r-4(b)(1)(B) of Title 42 of the United States
Code regarding the low-income utilization rate, each hospital shall receive
intergovernmental transfer-funded direct disproportionate share hospital payments as
provided for under the applicable disproportionate share hospital provisions of the
Medi-Cal State Plan. Thetotal amount of these paymentsto the hospital, consisting of
the federal and nonfederal components, shall in no case exceed that amount equal to
75 percent of the hospital’s uncompensated Medi-Cal and uninsured costs of hospital
services as reported in accordance with Section 14166.8.

(iii) Unless the provisions of subparagraph (D) apply, the aggregate amount of
the federal disproportionate share hospital alotment with respect to payments for an
applicable state fiscal year to hospitals licensed to the University of California shall
be limited to an amount calcul ated as follows:

(I) The maximum amount of federal disproportionate share hospital allotment
for the state fiscal year, less the amounts of federal disproportionate share hospital
allotment associated with payments to nondesignated public hospitals under
subparagraph (B) and other payments, if any, required to be made from the federal
disproportionate share hospital allotment, shall be determined.

(I For the 201516 state fiscal year, the amount determined in subclause (1)
shall be multiplied by 26.296 percent, resulting in the maximum amount of the federal
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disproportionate share hospital alotment available as disproportionate share hospital
payments for the state fiscal year to hospitals that are licensed to the University of
Cdifornia.

(I11) For the 2016—17 state fiscal year, the amount determined in subclause (1)
shall be multiplied by 24.053 percent, resulting in the maximum amount of the federal
disproportionate share hospital alotment available as disproportionate share hospital
payments for the state fiscal year to hospitals that are licensed to the University of
California.

(V) For the 2017-18 state fiscal year, the amount determined in subclause (1)
shall be multiplied by 23.150 percent, resulting in the maximum amount of the federal
disproportionate share hospital alotment available as disproportionate share hospital
payments for the state fiscal year to hospitals that are licensed to the University of
Cdifornia.

(V) For each of the 2018-19 and 201920 state fiscal years, the amount
determined in subclause (1) shall be multiplied by 21.896 percent, resulting in the
maximum amount of the federal disproportionate share hospital allotment available as
disproportionate share hospital payments for the state fiscal year to hospitals that are
licensed to the University of California.

(V1) For the 202021 state fiscal year, and subsequent state fiscal years or
portions thereof during the CalAIM Term, the amount determined in subclause (1) shall
be multiplied by a percentage as determined by the department, in consultation with
designated public hospitals and consistent with the applicable federal terms and
conditions, resulting in the maximum amount of the federal disproportionate share
hospital allotment available as disproportionate share hospital payments for the state
fiscal year to hospitalsthat arelicensed to the University of California. The percentage
shall be communicated in writing to all of the designated public hospitals.

INAY)

(V11) To the extent the limitations set forth in this clause result in payment
reductions for the applicable year, those reductions shall be applied pro rata, subject
to clause (vii).

(iv) Each hospital licensed to the University of Californiashall receive quarterly
Interim payments of its disproportionate share hospital allocation during the applicable
state fiscal year. The determinations set forth in clauses (i) to (iii), inclusive, shall be
made on an interim basis prior to the start of each state fiscal year, except that the
determinations for the 2015-16 state fiscal year shall be made as soon as practicable.
The department shall use the same cost and statistical data used in determining the
interim payments for Medi-Cal inpatient hospital services under Section 14166.4, and
available payments and uncompensated and uninsured cost data, including data from
the Medi-Cal paid claimsfile and the hospital’s books and records, for the corresponding
period, to the extent permitted under the Medi-Cal State Plan.

(v) No later than April 1 following the end of the relevant reporting period for
the applicable state fiscal year, the department shall undertake an interim reconciliation
of payments based on Medi-Cal, Medicare, and other cost, payment, discharge, and
statistical data submitted by the hospital for the applicable state fiscal year, and shall
adjust payments to the hospital accordingly.

(vi) Except as otherwise provided in thisartiete; article or Article 5.51
(commencing with Section 14184.100), each hospital licensed to the University of
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Californiashall receive disproportionate share hospital payments subject to final audits
of all applicable Medi-Cal, Medicare, and other cost, payment, discharge, and statistical
data submitted by the hospital for the applicable state fiscal year.

(vii) Prior to the interim and final distributions of payments pursuant to clauses
(iv) to (vi), inclusive, the department shall consult with the University of California,
and implement any adjustments to the payment distributions for the hospitals as
requested by the University of California, so long as the aggregate net effect of the
requested adjustments for the affected hospitalsis zero.

(D) With respect to any state fiscal year commencing during the demonstration
term_or the CaAIM term for which the Global Payment Program_pursuant to Section
14184.40 or 14184.300 is not in effect, designated public hospitals that are eligible
hospitals as determined pursuant to Section 14105.98, and hospitals described in clause
(i) of subparagraph (A) of paragraph (2) that are licensed to the University of California,
shall claim disproportionate share hospital paymentsin accordance with the applicable
disproportionate share hospital provisions of the Medi-Cal State Plan. The allocation
of federal Medicaid funding from the applicablefederal disproportionate share hospital
allotment shall be made in accordance with the methodology set forth in Section
14166.61.

(5) For each applicable state fiscal year during the demonstration_term or the
CalAlM term, eligible hospitals, as determined pursuant to Section 14105.98, which
are nonpublic hospitals, nonpublic-converted hospitals, and converted hospitals, as
those terms are defined in paragraphs (26), (27), and (28), respectively, of subdivision
(a) of Section 14105.98, shall continue to receive Medi-Cal disproportionate share
hospital replacement payment adjustments pursuant to Section 14166.11 and other
provisions of this article or Article 5.51 (commencing with Section 14184.100) and
applicable provisions of the Medi-Cal State Plan. The payment adjustments so provided
shall satisfy the state’s payment obligations, if any, with respect to those hospitals
under Section 1396r-4 of Title 42 of the United States Code. The provisions of
subdivision (j) of Section 14166.11 shall continueto apply with respect to the 2015-16
state fiscal year and subsequent state fiscal years commencing during the demonstration
term or the CaAIM term. Except as may otherwise be required by federal law, the
federal share of these payments shall not be claimed from the federal disproportionate
share hospital allotment.

(6) The nonfederal share of disproportionate share hospital payments and
disproportionate share hospital replacement payment adjustments described in
paragraphs (4) and (5) shall be derived from the following sources:

(A) With respect to the payments described in subparagraph (B) of paragraph
(4) that are made to nondesignated public hospitals, the nonfederal share shall consist
solely of state General Fund appropriations.

(B) With respect to the payments described in subparagraph (C) or (D), as
applicable, of paragraph (4) that are made to designated public hospitals, the nonfederal
share shall consist of both of the following:

(i) Certified public expenditures incurred by the hospitals for hospital
expenditures eligible for federal financia participation as reported in accordance with
Section 14166.8.

(i1) Intergovernmental transfer amountsfor direct disproportionate share hospital
payments provided for under subparagraph (C) or (D) of paragraph (4) and the
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applicable disproportionate share hospital provisions of the Medi-Cal State Plan. A
transfer amount shall be determined for each hospital that iseligible for these payments,
egual to the nonfederal share of the payment amount established for the hospital. The
transfer amount determined shall be paid by the hospital, or the public entity with
which the hospital is affiliated, and deposited into the Medi-Cal Inpatient Payment
Adjustment Fund established pursuant to subdivision (b) of Section 14163, as permitted
under Section 433.51 of Title 42 of the Code of Federal Regulations or any other
applicable federal Medicaid laws.

(C) With respect to the payments described in paragraph (5), the nonfederal
share shall consist of state General Fund appropriations.

(7) The Demonstration Disproportionate Share Hospital Fund established in the
State Treasury pursuant to subdivision (d) of Section 14166.9 shall be retained during
the demonstration_term and the CalAIM term. All federal funds received by the
department with respect to the certified public expenditures claimed pursuant to
subparagraph (C), and, as applicable in subparagraph (D), of paragraph (4) shall be
transferred to the fund and disbursed to the eligible designated public hospital s pursuant
to those applicable provisions. Notwithstanding Section 13340 of the Government
Code, moneys deposited in the fund shall be continuously appropriated, without regard
to fiscal year, to the department solely for the purposes specified in thlsraﬁre}e article
and Article 5.51 (commencing with Section 14184.100).

(c) (1) Disproportionate share hospital payment allocations under Sections
14166.3 and 14166.61, and safety net care pool payment allocations under Section
14166.71, that were paid to designated public hospitals with respect to the period July
1, 2015, through October 31, 2015, or for subsequent periods pursuant to Section
14166.253, shall be reconciled to amounts payable to the hospitals under this article
as set forth in this subdivision.

(2) The disproportionate share hospital payments and safety net care pool
payments described in paragraph (1) that were paid to a designated public hospital
participating in a GPP system under Section 14184.40 shall be deemed to be interim
payments under the Global Payment Program for GPP program year 2015-16, and
will be reconciled to and offset against the interim payment amount due to the GPP
system under subparagraph (B) of paragraph (4) of subdivision (d) of Section 14184.40,
consistent with the Special Terms and Conditions.

(3) Thedisproportionate share hospital payments described in paragraph (1) that
were paid to designated public hospitals licensed to the University of California shall
be reconciled to and offset against the disproportionate share hospital payments payable
to the hospitals under subparagraph (C) of paragraph (4) of subdivision (b) for the
2015-16 state fiscal year.

(4) The safety net care pool payments described in paragraph (1) that were paid
to designated public hospitalslicensed to the University of Californiashall be recouped
and included as available funding under the Global Payment Program for the 2015-16
GPP program year described in subparagraph (B) of paragraph (1) of subdivision ()
of Section 14184.40.

(d) During the 2015-16 state fiscal year, and subsequent state fiscal years that
commence during the demonstration_term or the CalAIM term, costs shall continue to
be determined and reported for designated public hospitalsin accordance with Sections
14166.8 and 14166.24, except asfollows:
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(1) (A) The provisions of subdivision (c) of Section 14166.8 shall not apply.

(B) Notwithstanding subparagraph (A), the department may require the reporting
of any datathe department deems necessary to satisfy reporting requirements pursuant
to the Special_Terms and Conditions or the CalAIM Terms and Conditions.

(2) The provisions of Sections14166.221 and 15916 shall not apply with respect
to any costs reported for the demonstration term or the CalAIM term pursuant to Section
14166.8.

(e) (1) Notwithstanding subdivision (h) of Section 14166.61 and subdivision (c)
of Section 14166.71, the disproportionate share hospital allocation and safety net care
pool payment determinations and payments for the 2013-14 and 2014-15 state fiscal
years shall be deemed final as of the April 30 that is 22 months following the close of
the respective state fiscal year, to the extent permitted under federal law and subject
to recoupment pursuant to subdivision (f) if it islater determined that federal financial
participation is not available for any portion of the applicable payments.

(2) The determinations and payments shall be finalized using the best available
data, including unaudited data, and reasonable current estimates and projections
submitted by the designated public hospitals. The department shall accept al appropriate
revisionsto the data, estimates, and projections previously submitted, including revised
cost reports, for purposes of this subdivision, to the extent these revisions are submitted
in atimely manner as determined by the department.

(f) Upon receipt of anotice of disallowance or deferral from the federal
government related to the certified public expenditures or intergovernmental transfers
of adesignated public hospital or governmental entity with which it is affiliated for
disproportionate share hospital paymentsor safety net care pool payments claimed and
distributed pursuant to Section 14166.61, 14166.71, or 15916 for the 2013-14 or
2014-15 state fiscal year, the department shall promptly notify the designated public
hospitals and proceed as follows:

(1) To the extent there are additional certified public expenditures for the
applicable state fiscal year for which federal funds have not been received, but for
which federal funds could have been received had additional federal funds been
available, including any subsequently allowable expendituresfor designated state health
programs, the department shall first respond to the deferral or disallowance by
substituting the additional certified public expenditures or alowable expenditures for
those deferred or disallowed, consistent with the claiming optimization priorities set
forthin Section 14166.9, in consultation with the designated public hospitals, but only
to the extent that any necessary federal approvals are obtained or these actions are
otherwise permitted by federal law.

(2) The department shall consult with the designated public hospitals and proceed
in accordance with paragraphs (2) and (3) of subdivision (d) of Section 14166.24.

(3) If the department elects to appeal pursuant to paragraph (3) of subdivision
(d) of Section 14166.24, the department shall not implement any recoupment of
payments from the affected designated public hospitals, until afinal disposition has
been made regarding the deferral or disallowance, including the conclusion of applicable
administrative and judicial review, if any.

(4) (A) Upon final disposition of the federal deferral or disallowance, the
department shall determine the resulting aggregate repayment amount of federal funds
for each affected state fiscal year.
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(B) The department shall determinetheratio of the aggregate repayment amount
to the total amount of the federal share of payments finalized and distributed pursuant
to Sections 14166.61 and 14166.71 and subdivision (e) for each affected state fiscal
year, expressed as a percentage.

(5) Notwithstanding paragraph (1) of subdivision (d) of Section 14166.24, the
responsibility for repayment of the federal portion of any deferral of disallowance for
each affected year shall be determined as follows:

(A) The provisions of subdivision (g) of Section 15916 shall be applied to
determine the department’ s repayment responsi bility amount with respect to any deferra
or disallowance related to safety net care pool payments, which shall bein addition to
amounts determined under subparagraph (E).

(B) Using the most recent data for the applicable fiscal year, and reflecting
modificationsto the applicableinitial DSH claiming ability and initial SNCP claiming
ability for individual hospitals resulting from the deferral or disallowance, the
department shall perform the cal cul ations and determinationsfor each designated public
hospital as set forth in Sections 14166.61 and 14166.71. For this purpose, the
calculations and determinations shall assume no reduction in the available federal
disproportionate share hospital allotment or in the amount of available safety net care
pool payments as aresult of the deferral or disallowance.

(C) For each designated public hospital, the revised determinations of
disproportionate share hospital and safety net care pool payment amounts under
subparagraph (B) shall be combined and compared to the combined disproportionate
share hospital and safety net care pool payment amounts determined and received by
the hospital pursuant to subdivision (€). For this purpose and purposes of subparagraph
(D), the applicable datafor designated public hospitals described in subparagraph (G)
of paragraph (1) of subdivision (f) of Section 14184.10 shall be combined, and the
applicable datafor designated public hospitals described in subparagraphs (E) and (F)
of paragraph (1) of subdivision (f) of Section 14184.10 shall be combined.

(D) (i) Subject to subparagraph (E), the repayment of the federal portion of the
deferral of disallowance, less the department’s responsibility amount for safety net
care pool payments, if any, determined in subparagraph (A), shall befirst allocated
among each of those designated public hospitals for which the combined revised
disproportionate share hospital and safety net care pool payments as determined in
subparagraph (B) are lessthan the combined disproportionate share hospital and safety
net care pool payment amounts determined and received pursuant to subdivision (€).
Repayment shall be allocated under thisinitial stage among these hospitals pro rataon
the basis of each hospital’s relative reduction as reflected in the revised calculations
performed under subparagraph (B), but in no case shall the allocation to a hospital
exceed the limit in clause (iii). Repayment amounts that are not allocated due to this
limitation shall be allocated pursuant to clause (ii).

(i) Subject to subparagraph (E), any repayment amounts that were unallocated
to hospitals due to the limitation in clause (iii) shall be allocated in a second stage
among each of the remaining designated public hospitals that has not reached its
applicable repayment limit, including the hospital s that were not subject to the
alocations under clause (i), based pro rata on the amounts determined and received
by the hospital pursuant to subdivision (e), except that no repayment amount for a
hospital shall exceed the limitation under clause (iii). The pro rata allocation process
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will be repeated in subsequent stages with respect to any repayment amounts that
cannot be allocated in a prior stage to hospitals due to the limitation under clause (iii),
until the entire federal repayment amount has been allocated among the hospitals.

(iii) The repayment amount allocated to a designated public hospital pursuant
to this subparagraph shall not exceed an amount equal to the percentage of the combined
payments determined and received by the hospital pursuant to subdivision (e) that is
twice the percentage computed in subparagraph (B) of paragraph (4).

(E) Notwithstanding any other law, if the affiliated governmental entity for the
designated public hospital is a county subject to the provisions of Article 12
(commencing with Section 17612.1) of Chapter 6 of Part 5, the department, in
consultation with the affected designated public hospital, and the Department of Finance,
shall determine how to account for whether any repayment amount determined for the
designated public hospital pursuant to subparagraph (D) for the 2013-14 and 2014-15
state fiscal years would otherwise have affected, if at all, the applicable county’s
redirection obligation for the applicable state fiscal year pursuant to paragraphs (4)
and (5) of subdivision (a) of Section 17612.3 and shall determine what adjustments,
if any, are necessary to either the repayment amount or the applicable county’s
redirection obligation. For purposes of this subparagraph, the provisions of subdivision
(f) of Section 17612.2 and paragraph (7) of subdivision (e) of Section 101853 of the
Health and Safety Code shall apply.

(9) Theprovisions of Article 5.2 (commencing with Section 14166) shall remain
in effect until all payments authorized pursuant to that article have been paid, finalized,
and settled, and to the extent its provisions are retained for purposes of this-artiele:
article or Article 5.51 (commencing with Section 14184.100).

(h) For purposes of this article, commencing January 1, 2021, and thereafter,
any references to “Designated Public Hospital,” “CalAIM term,” or “CalAIM Terms
and Conditions” shall have the same meanings as set forth in Section 14184.101.

SEC. 13. Section 14184.40 of the Welfare and Institutions Code is amended
to read:

14184.40. (a) (1) Thedepartment shall implement the Global Payment Program
authorized under the demonstration project to support participating public health care
systemsthat provide health care servicesfor the uninsured. Under the Global Payment
Program, GPP systems receive global payments based on the health care they provide
to the uninsured, in lieu of traditional disproportionate share hospital payments and
safety net care pool payments previously made available pursuant to Article 5.2
(commencing with Section 14166).

(2) The Global Payment Program is intended to streamline funding sources for
carefor California’sremaining uninsured popul ation, creating aval ue-based mechanism
to increase incentives to provide primary and preventive care services and other
high-value services. The Globa Payment Program supports GPP systemsfor their key
role providing and promoting effective, higher value servicesto California’ sremaining
uninsured. Promoting more cost-effective and higher value care meansthat the payment
structure rewards the provision of care in more appropriate venues for patients, and
will support structural changesto the care delivery system that will improve the options
for treating both Medi-Cal and uninsured patients.

(3) Under the Global Payment Program, GPP systems will receive Global
Payment Program payments calculated using an innovative value-based point
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methodology that incorporates measures of value for the patient in conjunction with
the recognition of costs. To receive the full amount of Globa Payment Program
payments, a GPP system shall provide athreshold level of services, as measured in the
point methodology described in paragraph (2) of subdivision (c), and based on the GPP
system’s historical volume, cost, and mix of services. This payment methodology is
intended to support GPP systems that continue to provide services to the uninsured,
while incentivizing the GPP systems to shift the overall delivery of servicesfor the
uninsured to provide more cost-effective, higher value care.

(4) The department shall implement and oversee the operation of the Global
Payment Program in accordance with the Special Terms and Conditions and the
requirements of this section, to maximize the amount of federal financial participation
available to participating GPP systems.

(b) For purposes of this article, the following definitions apply:

(1) “GPP system” means a public health care system that consists of adesignated
public hospital, as defined in subdivision (f) of Section 14184.10 but excluding the
hospitals operated by the University of California, and its affiliated and contracted
providers. Multiple designated public hospitals operated by asingle legal entity may
belong to the same GPP system, to the extent set forth in the Special Terms and
Conditions.

(2) “GPP program year” meansastate fiscal year beginning on July 1 and ending
on June 30 during which the Globa Payment Program is authorized under the
demonstration project, beginning with state fiscal year 2015-16, and, as applicable,
each state fiscal year thereafter through 201920, and any years or partial years during
which the Global Payment Program is authorized under an extension or successor to
the demonstration project.

(c) (1) For each GPP program year, the department shall determine the Global
Payment Program’s aggregate annual limit, which is the maximum amount of funding
available under the demonstration project for the Global Payment Program and which
Is the sum of the components described in subparagraphs (A) and (B). To the extent
feasible, the aggregate annual limit shall be determined and made available by the
department before the implementation of a GPP program year, and shall be updated
and adjusted as necessary to reflect changes or adjustments to the amount of funding
available for the Global Payment Program.

(A) A portion of the federal disproportionate share allotment specified for
Californiaunder Section 1396r-4(f) of Title 42 of the United States Code shall be
included as a component of the aggregate annual limit for each GPP program year.
The amount of this portion shall equal the state’s total computable disproportionate
share alotment reduced by the maximum amount of funding projected for payments
pursuant to subparagraphs (B) and (C) of paragraph (4) of subdivision (b) of Section
14184.30 to disproportionate share hospitals that are not participating in the Global
Payment Program. For purposes of this determination, the federal disproportionate
share allotment shall be aligned with the GPP program year in which the applicable
federal fiscal year commences.

(B) The aggregate annual limit shall aso include the amount authorized under
the demonstration project for the uncompensated care component of the Global Payment
Program for the applicable GPP program year, as determined pursuant to the Special
Terms and Conditions.
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(2) The department shall develop a methodology for valuing health care services
and activities provided to the uninsured that achieves the goals of the Global Payment
Program, including those values set forth in subdivision (a) and as expressed in the
Special Terms and Conditions. The points assigned to a particular service or activity
shall be the same across all GPP systems. Points for specific services or activities may
be increased or decreased over time as the Global Payment Program progresses, to
incentivize appropriate changes in the mix of services provided to the uninsured. To
the extent necessary, the department shall obtain federal approval for the methodol ogy
and any applicable changes to the methodol ogy.

(3) For each GPP system, the department shall perform a baseline analysis of
the GPP system’s historical volume, cost, and mix of services to the uninsured to
establish an annual threshold for purposes of the Global Payment Program. The annual
threshold shall be measured in points established through the methodol ogy devel oped
pursuant to paragraph (2) and as set forth in the Special Terms and Conditions.

(4) The department shall determine a pro rata allocation percentage for each
GPP system by dividing the GPP system’s annual threshold determined in paragraph
(3) by the sum of all GPP systems' thresholds.

(5) For each GPP system, the department shall determine an annual budget the
GPP system will receive if it achievesitsthreshold. A GPP system’s annual budget
shall equal the allocation percentage determined in paragraph (4) for the GPP system,
multiplied by the Global Payment Program’s aggregate annual limit determined in
paragraph (1). _ o

(6) In the event of a change in the aggregate annual limit, the department shall
adjust and recal culate each GPP system’s annual threshold-and_or the annual budget
in proportion to changes in the aggregate annual limit calculated in paragraph (1) in
accordance with the Special Terms and Conditions.

(d) The amount of Global Payment Program funding payable to a GPP system
for a GPP program year shall be calculated as follows, subject to the Special Terms
and Conditions:

(1) Thefull amount of a GPP system’s annual budget shall be payable to the
GPP system if the servicesit provided to the uninsured during the GPP program year,
as measured and scored using the point methodology described under paragraph (2)
of subdivision (c), meets or exceeds its threshold for a given year. For GPP systems
that do not achieve their threshold, the amount payable to the GPP system shall equal
its annual budget reduced by the proportion by which it fell short of its threshold.

(2) The department shall develop amethodol ogy to redistribute unearned Global
Payment Program funds for a given GPP program year to those GPP systems that
exceeded their respective threshold for that same year. To the extent sufficient funds
are available for all qualifying GPP systems, the GPP system’s redistributed amount
shall equal the GPP system’s annual budget multiplied by the percentage by which the
GPP system exceeded its threshold, and any remaining amounts of unearned funds
will remain undistributed. If sufficient funds are unavailable to make all these payments
to qualifying GPP systems, the amounts of these additional paymentswill be reduced
for al qualifying GPP systems by the same proportion, so that the full amount of
unearned Global Payment Program funds are redistributed. Redistributed payment
amounts cal culated pursuant to this paragraph shall be added to the amounts payable
to a GPP system calculated pursuant to paragraph (1).
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(3) The department shall specify areporting schedule for participating GPP
systems to submit an interim yearend report and afinal reconciliation report for each
GPP program year. The interim yearend report and the final reconciliation report shall
identify the servicesthe GPP system provided to the uninsured during the GPP program
year, the associated point calculation, and the amount of payments earned by the GPP
system before any redistribution. The method and format of the reporting shall be
established by the department, consistent with the approved Special Terms and
Conditions.

(4) Payments shall be made in the manner and within the timeframes asfollows,
except if one or more GPP systems fail to provide the intergovernmental transfer
amount determined pursuant to subdivision (g) by the date specified in this paragraph,
the timeframe for the associated payments shall be extended to the extent necessary
to alow the department to timely process the payments. In no event, however, shall
payment be delayed beyond 21 days after all the necessary intergovernmental transfers
have been made.

(A) Except as provided in subparagraph (B), for each of thefirst three quarters
of a GPP program year the department shall notify GPP systems of their payment
amounts and intergovernmental transfer amounts and make a quarterly interim payment
equal to 25 percent of each GPP system’s annual global budget to the GPP system.

() For quarters ending September 30, the payment amount and intergovernmental
transfer amount notice shall be sent by September 15, intergovernmental transfers shall
be due by September 22, and payments shall be made by October 15.

(ii) For quarters ending December 31, the payment amount and intergovernmental
transfer amount notice shall be sent by December 15, intergovernmental transfers shall
be due by December 22, and payments shall be made by January 15.

(i) For quarters ending March 31, the payment amount and intergovernmental
transfer amount notice shall be sent by March 15, intergovernmental transfers shall be
due by March 22, and payments shall be made by April 15.

(B) For the 2015-16 GPP program year, the department shall make the quarterly
interim payments described in subdivision (@) in asingle interim payment for the first
three quarters as soon as practicable following approval of the Global Payment Program
protocols as part of the Special Terms and Conditions and receipt of the associated
intergovernmental transfers. The amount of this interim payment that is otherwise
payable to a GPP system shall be reduced by the payments described in paragraph (2)
of subdivision (c) of Section 14184.30 that were received by adesignated public hospital
affiliated with the GPP system.

(C) By September 15 following the end of each GPP program year, the
department shall determine and notify each GPP system of the amount the GPP system
earned for the GPP program year pursuant to paragraph (1) based on itsinterim yearend
report, the amount of additional interim payments necessary to bring the GPP system’s
aggregate interim payments for the GPP program year to that amount, and the transfer
amounts cal culated pursuant to subdivision (g). If the GPP system has earned less than
75 percent of its annual budget, no additional interim payment will be made for the
GPP program year. Intergovernmental transfer amounts shall be due by September 22
following the end of the GPP program year, and interim payments shall be made by
October 15 following the end of each GPP program year. All interim payments shall
be subject to reconciliation after the submission of the final reconciliation report.
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(D) By June 30 following the end of each GPP program year, the department
shall review thefinal reconciliation reports and determine and notify each GPP system
of the final amounts earned by the GPP system for the GPP program year pursuant to
paragraph (1), aswell as the redistribution amounts, if any, pursuant to paragraph (2),
the amount of the payment adjustments or recoupments necessary to reconcileinterim
payments to those amounts, and the transfer amount pursuant to subdivision (g).
Intergovernmental transfer amounts shall be due by July 14 following the notification,
and final reconciliation payments for the GPP program year shall be made no later
than August 15 following this notification.

(e) The Global Payment Program provides a source of funding for GPP systems
to support their ability to make health care activities and services available to the
uninsured, and shall not be construed to constitute or offer health care coverage for
individual s receiving services. Globa Payment Program payments are not paid on
behalf of specificindividuals, and participating GPP systems may determine the scope,
type, and extent to which services are avail abl e, to the extent consistent with the Special
Terms and Conditions. The operation of the Global Payment Program shall not be
construed to decrease, expand, or otherwise ater the scope of a county’s obligations
to the medically indigent pursuant to Part 5 (commencing with Section 17000) of
Division 9.

(f) The nonfederal share of any payments under the Global Payment Program
shall consist of voluntary intergovernmental transfers of funds provided by designated
public hospitals or affiliated governmental agenciesor entities, in accordancewith this
seetien:_section or Section 14184.300.

(1) The Global Payment Program Special Fund is hereby established in the State
Treasury. Notwithstanding Section 13340 of the Government Code, moneys deposited
in the Global Payment Program Special Fund shall be continuously appropriated,
without regard to fiscal years, to the department for the purposes specified in this
seetton:_section or Section 14184.300. All funds derived pursuant to this section or
Section 14184.300 shall be deposited in the State Treasury to the credit of the Global
Payment Program Special Fund.

(2) The Global Payment Program Special Fund shall consist of moneysthat a
designated public hospital or affiliated governmental agency or entity electsto transfer
to the department for deposit into the fund as a condition of participation in the Global
Payment Program, to the extent permitted under Section 433.51 of Title 42 of the Code
of Federal Regulations, the Special Terms and Conditions, and any other applicable
federal Medicaid laws. Except as otherwise provided in paragraph (3), moneys derived
from these intergovernmental transfersin the Global Payment Program Special Fund
shall be used as the source for the nonfederal share of Globa Payment Program
payments authorized under the demonstration project. Any intergovernmental transfer
of funds provided for purposes of the Global Payment Program shall be made as
specified in thisseetien:_section or Section 14184.300. Upon providing any
intergovernmental transfer of funds, each transferring entity shall certify that the
transferred funds qualify for federal financial participation pursuant to applicable
federal Medicaid laws and the Special Terms and Conditions, and in the form and
manner as required by the department.

(3) The department shall claim federal financial participation for GPP payments
using moneys derived from intergovernmental transfers made pursuant to this-seetien;
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section or Section 14184.300, and deposited in the Global Payment Program Special
Fund to the full extent permitted by law. The moneys disbursed from the fund, and all
associated federal financial participation, shall be distributed only to GPP systems and
the governmental agencies or entitiesto which they are affiliated, as applicable. In the
event federal financial participation is not available with respect to a payment under
this section_or Section 14184.300 and either is not obtained, or resultsin arecoupment
of payments already made, the department shall return any intergovernmental transfer
fund amounts associated with the payment for which federal financial participationis
not available to the applicable transferring entities within 14 days from the date of the
associated recoupment or other determination, as applicable.

(4) Asacondition of participation in the Global Payment Program, each
designated public hospital or affiliated governmental agency or entity, agreesto provide
intergovernmental transfer of funds necessary to meet the nonfederal share obligation
as calculated under subdivision (g) for Global Payment Program payments made
pursuant to this section_or Section 14184.300 and the Special Terms and Conditions.
Any intergovernmental transfer of funds made pursuant to this section_or Section
14184.300 shall be considered voluntary for purposes of al federal laws. No state
General Fund moneys shall be used to fund the nonfederal share of any Global Payment
Program payment.

(g) For each scheduled quarterly interim payment, interim yearend payment, and
final reconciliation payment pursuant to subdivision (d), the department shall determine
the intergovernmental transfer amount for each GPP system as follows:

(1) The department shall determine the amount of the quarterly interim payment,
interim yearend payment, or final reconciliation payment, as applicable, that is payable
to each GPP system pursuant to subdivision (d). For purposes of these determinations,
the redistributed amounts described in paragraph (2) of subdivision (d) shall be
disregarded.

(2) The department shall determine the aggregate amount of intergovernmental
transfers necessary to fund the nonfederal share of the quarterly interim payment,
interim yearend payment, or final reconciliation payment, as applicable, identified in
paragraph (1) for al the GPP systems.

(3) With respect to each quarterly interim payment, interim yearend payment,
or final yearend reconciliation payment, as applicable, aninitial transfer amount shall
be determined for each GPP system, calculated as the amount for the GPP system
determined in paragraph (1), multiplied by the nonfederal share percentage, as defined
in Section 14184.10, and multiplied by the applicable GPP system-specific IGT factor
asfollows:

(A) LosAngeles County Health System: 1.100.

(B) Alameda Health System: 1.137.

(C) Arrowhead Regional Medical Center: 0.923.

(D) Contra Costa Regional Medical Center: 0.502.

(E) Kern Medical Center: 0.581.

(F) Natividad Medical Center: 1.183.

(G) Riverside University Health System-Medical Center: 0.720.

(H) San Francisco Genera Hospital: 0.507.

(I San Joaquin General Hospital: 0.803.

(J) San Mateo Medical Center: 1.325.
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(K) Santa ClaraValley Medical Center: 0.706.

(L) Ventura County Medical Center: 1.401.

(4) Theinitia transfer amount for each GPP system determined under paragraph
(3) shall be further adjusted as follows to ensure that sufficient intergovernmental
transfers are avail able to make paymentsto all GPP systems:

(A) With respect to each quarterly interim payment, interim yearend payment,
or final reconciliation payment, as applicable, the initial transfer amounts for all GPP
systems determined under paragraph (3) shall be added together.

(B) Thesum of theinitial transfer amountsin subparagraph (A) shall be subtracted
from the aggregate amount of intergovernmental transfers necessary to fund the
payments as determined in paragraph (2). The resulting positive or negative amount
shall be the aggregate positive or negative intergovernmental transfer adjustment.

(C) Each GPP system-specific IGT factor, as specified in subparagraphs (A) to
(L), inclusive, of paragraph (3) shall be subtracted from 2.000, yielding an IGT
adjustment factor for each GPP system.

(D) The IGT adjustment factor calculated in subparagraph (C) for each GPP
system shall be multiplied by the positive or negative amount in subparagraph (B), and
multiplied by the allocation percentage determined for the GPP system in paragraph
(4) of subdivision (c), yielding the amount to be added or subtracted from the initial
transfer amount determined in paragraph (3) for the applicable GPP system.

(E) The transfer amount to be paid by each GPP system with respect to the
applicable quarterly interim payment, interim yearend payment, or final reconciliation
payment, shall equal theinitial transfer amount determined in paragraph (3) as adjusted
by the amount determined in subparagraph (D).

(5) Upon the determination of the redistributed amounts described in paragraph
(2) of subdivision (d) for the final reconciliation payment, the department shall, with
respect to each GPP system that exceeded its respective threshold, determine the
associated intergovernmental transfer amount equal to the nonfederal sharethat is
necessary to draw down the additional payment, and shall include this amount in the
GPP system’s transfer amount.

(h) The department may initiate audits of GPP systems’ data submissions and
reports, and may request supporting documentation. Any audits conducted by the
department shall be complete within 22 months of the end of the applicable GPP
program year to allow for the appropriate finalization of payments to the participating
GPP system, but subject to recoupment if it islater determined that federal financial
participation is not available for any portion of the applicable payments.

(i) If the department determines, during the course of the demonstration term
and in consultation with participating GPP systems, that the Global Payment Program
should be terminated for subsequent years, the department shall terminate the Global
Payment Program by notifying the federal Centersfor Medicare and Medicaid Services
in accordance with the timeframes specified in the Special Terms and Conditions. In
the event of thistype of termination, the department shall issue adeclaration terminating
the Global Payment Program and shall work with the federal Centersfor Medicareand
Medicaid Servicesto finalize all remaining payments under the Global Payment
Program. Subsequent to the effective date for any termination accomplished pursuant
to this subdivision, the designated public hospitals that participated in the Global
Payment Program shall claim and receive disproportionate share hospital payments,

210885878188BI LL



02/16/21 10:16 AM
78188 RN 21 08858 PAGE 49

if eligible, as described in subparagraph (D) of paragraph (4) of subdivision (b) of
Section 14184.30, but only to the extent that any necessary federal approvals are
obtained and federal financial participation is available and not otherwise jeopardized.
(1) Commencing January 1, 2021, the Global Payment Program shall be continued
as modified pursuant to Section 14184.300.
SEC. 14. Article5.51 (commencing with Section 14184.100) isadded to Chapter
7 of Part 3 of Division 9 of the Welfare and I nstitutions Code, to read:

Article5.51. CadliforniaAdvancing and Innovating Medi-Cal Act

14184.100. (&) Thisarticle shall be known, and may be cited, asthe California
Advancing and Innovating Medi-Cal (CaAIM) Act.

(b) The implementation of CalAIM, as set forth in this article and the CalAIM
Terms and Conditions, shall support all of the following goals:

(1) Identify and manage the risk and needs of Medi-Cal beneficiaries through
whole person care approaches and addressing social determinants of health.

(2) Transition and transform the Medi-Cal program to a more consistent and
seamless system by reducing complexity and increasing flexibility.

(3) Improve quality outcomes, reduce health disparities, and drive delivery system
transformation and innovation through val ue-based initiatives, modernization of systems,
and payment reform.

14184.101. For purposes of thisarticle, and elsawhere in law where specified,
the following definitions shall apply:

(@ “CaAIM” or “CalAlIM initiative” means the respective components of the
CdliforniaAdvancing and Innovating Medi-Cal initiative approved by the federal
Centers for Medicare and Medicaid Servicesin the CalAIM Terms and Conditions.

(b) “CalAIM term” meansthe entire period during which an applicable component
of the CalAIM initiative isin effect, as approved by the federal Centersfor Medicare
and Medicaid Services, including any applicable extension period.

(c) “CalAIM Terms and Conditions” means those terms and conditions i ssued
and approved by the federal Centers for Medicare and Medicaid Services, including
any attachments, appendices, or similar documents, and subsequent amendments
thereto, that govern implementation of the respective components of the CalAIM
initiative. CalAIM Terms and Conditions shall include, at a minimum, any terms and
conditions specified in the following:

(1) CdiforniaAdvancing and Innovating Medi-Cal Demonstration, Number
11-W-00193/9, as approved by thefederal Centersfor Medicare and Medicaid Services
pursuant to Section 1315 of Title 42 of the United States Code, effective for the period
from January 1, 2022 to December 31, 2026, inclusive, and any applicable extension
period, or for any period otherwise approved therein.

(2) Any associated Medicaid Waivers as approved by the federal Centers for
Medicare and Medicaid Services pursuant to Section 1396n of Title 42 of the United
States Code that are necessary to implement a CalAIM component, effective for the
period from January 1, 2022 to December 31, 2026, inclusive, and any applicable
extension period, or for any period otherwise specified in the CalAIM Terms and
Conditions.
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(3) Any associated Medi-Cal State Plan amendments approved by the federal
Centersfor Medicare and Medicaid Servicesthat are necessary to implement aCalAIM
component.

(4) Any comprehensive risk contract, nonrisk contract, intergovernmental
agreement, or other similar arrangement approved by the federal Centersfor Medicare
and Medicaid Servicesto implement the authorities described in paragraph (1), (2), or
3.

(d) “CalAIM year” or “Initiative Year” means the applicable effective period
identified in the CalAIM Terms and Conditions that corresponds to a specific period
of time as set forth in paragraphs (1) to (5), inclusive. Individual programs or
components under the CalAIM Initiative may be operated on program yearsthat differ
fromthe CalAIM yearsidentified in paragraphs (1) to (5), inclusive, or may be operated
without regard to program years, as applicable.

(1) Initiative year 1 corresponds to the period of January 1, 2022, to December
31, 2022, inclusive.

(2) Initiative year 2 corresponds to the period of January 1, 2023, to December
31, 2023, inclusive.

(3) Initiative year 3 corresponds to the period of January 1, 2024, to December
31, 2024, inclusive.

(4) Initiative year 4 corresponds to the period of January 1, 2025, to December
31, 2025, inclusive.

(5) Initiative year 5 corresponds to the period of January 1, 2026, to December
31, 2026, inclusive.

(e) “Comprehensive risk contract” shall have the same meaning as set forth in
Section 438.2 of Title 42 of the Code of Federal Regulations.

(f) “Designated public hospital” means any one of the hospitalsidentified in
subdivision (f) of Section 14184.10, and any successor, including any restructured,
reorganized, or differently named hospital, that is operated by a county, acity and
county, the University of California, or special hospital authority described in Chapter
5 (commencing with Section 101850) or Chapter 5.5 (commencing with Section 101852)
of Part 4 of Division 101 of the Health and Safety Code, or any additional public
hospital to the extent identified as a“designated public hospital” inthe CalAIM Terms
and Conditions.

(g) “Federal disproportionate share hospital alotment” means the amount
specified for Californiaunder Section 1396r-4(f) of Title 42 of the United States Code
for afederal fiscal year.

(h) “Federal medical assistance percentage” meansthefederal medical assistance
percentage applicablefor federal financial participation purposesfor medical assistance
under the Medi-Cal State Plan pursuant to Section 1396b(a)(1) of Title 42 of the United
States Code.

() “Medi-Cal managed care plan” means any individual, organization, or entity
that entersinto a comprehensive risk contract with the department to provide covered
full-scope health care services to enrolled Medi-Cal beneficiaries pursuant to any
provision of this chapter or Chapter 8 (commencing with Section 14200).

() “Nonrisk contract” shall have the same meaning as set forth in Section 438.2
of Title 42 of the Code of Federal Regulations.
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(k) “Nonfederal share percentage” means the difference between 100 percent
and the applicable federal medical assistance percentage.

(1) “Total computable disproportionate share hospital alotment” means the
federal disproportionate share hospital allotment for afederal fiscal year, divided by
the applicable federal medical assistance percentage with respect to that same federa
fiscal year.

14184.102. (a) Consistent with federal law, the department shall seek federal
approval for, and implement, the CalAIM initiative, including, but not limited to, all
of the following components:

(1) Continuation of the Medi-Cal Managed Care program, described in part in
Sections 14184.200 to 14184.208, inclusive, and, elsewherein this chapter and Chapter
8 (commencing with Section 14200), and which includes any comprehensive risk
contract between the department and an individual, organization, or entity to provide
covered full-scope health care services to enrolled Medi-Cal beneficiaries pursuant to
any provision of this chapter or Chapter 8 (commencing with Section 14200).

(2) Continuation of the Global Payment Program, described in Section 14184.40,
as amended by the act that added this section, and Section 14184.300.

(3) Continuation of the Specialty Mental Health Services Program, as described
in part in Section 14184.400.

(4) Continuation of the Drug Medi-Cal Organized Delivery System program, as
described in part in Section 14184.401.

(5) Behavioral Health Medical Necessity Changes, Payment Reform, and
Administrative Simplification, as described in Sections 14184.402, 14184.403, and
14184.404.

(6) The State Plan Dental Improvement Program, as described in Section
14184.500.

(7) Enhancing County Oversight and Monitoring, as described in Section
14184.600.

(b) Inthe event of aconflict between any provision of thisarticleand the CaAIM
Terms and Conditions, the CalAIM Terms and Conditions shall control.

(c) The department, as appropriate and to the extent practicable, shall consult
with interested stakeholders with regard to implementation of applicable components
of CalAIM under subdivision (a) in which they will participate, including, but not
limited to, the issuance of departmental guidance pursuant to subdivision (d). Interested
stakeholders may include, but need not be limited to, designated public hospitals,
district and municipal public hospitals, other local governmental agencies, and Medi-Cal
managed care plans.

(d) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part | of
Division 3 of Title 2 of the Government Code, the department may implement, interpret,
or make specific this article or the CalAIM Terms and Conditions, in whole or in part,
by means of all-county letters, plan letters, provider bulletins, information notices, or
other similar instructions, without taking any further regulatory action. The department
shall make use of appropriate processes to ensure that affected stakeholders are timely
informed of, and have access to, applicable guidance issued pursuant to this authority,
and that this guidance remains publicly available until all payments related to the
applicable CalAIM component are finalized.
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(e) For purposes of implementing this article or the CalAIM Terms and
Conditions, the department may enter into exclusive or nonexclusive contracts, or
amend existing contracts, on abid or negotiated basis, and may implement changesto
existing information technology systems. Notwithstanding any other law, contracts
entered into or amended, or changes to existing information technology systems,
pursuant to this subdivision shall be exempt from Chapter 6 (commencing with Section
14825) of Part 5.5 of Division 3 of Title 2 of the Government Code, Section 19130 of
the Government Code, and Part 2 (commencing with Section 10100) of Division 2 of
the Public Contract Code, and shall be exempt from the review or approval of any
division of the Department of General Services.

(f) The department shall seek any federal approvals it deems necessary to
implement CalAIM, and this article and other provisions of law amended by the act
that added this subdivision. This shall include, but need not be limited to, approval of
any amendment, addition, or technical correction to the CalAIM Termsand Conditions,
asthe department deems necessary. Thisarticle shall beimplemented only to the extent
that any necessary federal approvals are obtained and federal financial participationis
available and is not otherwise jeopardized.

(g) The director may modify any provision, process, or methodology specified
inthisarticle, Article 5.4 (commencing with Section 14180), Article 5.5 (commencing
with Section 14184), or other sections of law amended by the act that added this
subdivision, to the extent necessary to comply with federal law or the CalAIM Terms
and Conditions, to obtain or maintain federal approval, or to ensure federal financial
participation is available and not otherwise jeopardized, but only if the modification
Is consistent with the goals set forth in this article and its individual components, and
does not significantly alter the relative level of support for participating entities. The
director shall not propose any modification pursuant to this section until the Department
of Finance has reviewed and approved afiscal impact statement. If the director, after
consulting with those entities participating in the applicable CalAIM component and
that would be affected by that modification, determines that the potential modification
would be consistent with the goals set forth in this article and would not significantly
alter therelative level of support for affected participating entities, the modification
shall be made and the director shall execute a declaration stating that this determination
has been made. The director shall retain the declaration and provide a copy, within
five working days of the execution of the declaration, to the fiscal and appropriate
policy committees of the Legislature, and shall work with the affected participating
entities and the L egislature to make the necessary statutory changes. The director shall
post the declaration on the department’s internet website and the director shall send
the declaration to the Secretary of State and the L egislative Counsel.

(h) During the course of the CalAIM term, the department may develop and
Implement successor payment methodol ogies or programsto continue to support entities
participating in one or more components of CalAIM following the expiration of the
CaAlIM term and that further the goals set forth in this article. The department shall
consult with the entities participating in the payment methodologies or program
components under CalAIM, affected stakeholders, and the Legislature in the
development of any successor payment methodol ogies or program components pursuant
to this subdivision.
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(i) The department may seek to extend the payment methodol ogies or programs
described inthisarticle, or inthe CalAIM Termsand Conditions, including modification
thereto, through the CalAIM term or to subsequent time periods by way of amendment
or extension of therelevant CalAIM Termsand Conditions, amendment to the Medi-Cal
State Plan, or any combination thereof, consistent with the applicable federa
requirements. This subdivision shall only be implemented after consultation with the
entities participating in, or affected by, those methodol ogies or programs, and only to
the extent that any necessary federal approvals are obtained and federal financial
participation is available and is not otherwise jeopardized.

() Notwithstanding any other state or local law, including, but not limited to,
Section 5328 of this code and Sections 11812 and 11845.5 of the Health and Safety
Code, the sharing of health, social services, housing, and criminal justice information,
records, and other data with and among the department, other state departments,
including the State Department of Public Health and the State Department of Social
Services, Medi-Cal managed care plans, Medi-Cal Behaviora Health Delivery Systems,
counties, health care providers, social services organizations, care coordination and
case management teams, and other authorized provider or plan entities, and contractors
of all of those entities, shall be permitted to the extent the department determines
necessary to implement applicable CalAIM components described in this article and
the CaAIM Terms and Conditions, and to the extent consistent with federal |aw.

14184.200. (a) Notwithstanding any other law, the department shall standardize
those populations that are subject to mandatory enrollment in a Medi-Cal managed
care plan across all aid code groups and Medi-Cal managed care models statewide, in
accordance with the CalAIM Terms and Conditions and as described in this section.

(b) (1) Notwithstanding any other law, commencing January 1, 2022, subject to
subdivision (f) of Section 14184.102, all non-dual eligible beneficiaries, except those
identified in paragraph (2), shall be required to enroll, or shall continue to be required
to enroll, in aMedi-Cal managed care plan for purposes of their receipt of covered
Medi-Cal benefits.

(2) Notwithstanding any other law, commencing January 1, 2022, subject to
subdivision (f) of Section 14184.102, the following dual and non-dual beneficiary
groups, as identified by the department, shall be exempt from mandatory enrollment
in a Medi-Cal managed care plan:

(A) Beneficiarieseligiblefor only restricted-scope Medi-Cal benefits, as described
in subdivision (d) of Section 14007.5.

(B) Beneficiaries made eligible on the basis of ashare of cost, including, but not
limited to, non-dual eligible beneficiaries residing in a county that is authorized to
operate a county organized health system (COHYS) as described in Article 2.8
(commencing with Section 14087.5), except for non-dual eligible beneficiaries that
are eligible on the basis of their need for long-term care services with a share of cost,
as identified by the department.

(C) Beneficiaries made eligible on the basis of afederally approved Medi-Cal
Presumptive Eligibility program, as determined by the department, but only during the
relevant period of presumptive eligibility.

(D) Eligible beneficiaries who are inmates of a public institution, or who are
released pursuant to Section 26605.6 or 26605.7 of the Government Code.
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(E) Eligible, noncitizen beneficiaries eligible for pregnancy-related Medi-Cal
coverage, excluding beneficiaries enrolled in the Medi-Cal Access Program described
in Chapter 2 (commencing Section 15810) of Part 3.3.

(F) Non-dual eligible beneficiarieswho are Indians as defined in subdivision (a)
of Section 438.14 of Title 42 of the Code of Federal Regulations and elect to forego
voluntary enrollment in a Medi-Cal managed care plan.

(G) Until the effective date of any necessary federal approvals obtained by the
department to implement a specialized model of care pursuant to subdivision (e),
non-dual eligible beneficiaries eligible on the basis of their receipt of servicesthrough
any state foster care program, or eligible pursuant to Section 14005.28, who elect to
forego voluntary enrollment in aMedi-Cal managed care plan, except for those non-dual
beneficiaries described in this subparagraph who reside in a county that is authorized
to operate a county organized health system (COHS) as described in Article 2.8
(commencing with Section 14087.5).

(H) Non-dual eligible beneficiaries enrolled with any entity with a contract with
the department pursuant to the Program of All-Inclusive Care for the Elderly (PACE)
as described in Chapter 8.75 (commencing with Section 14591).

() Any other non-dual eligible beneficiaries, as identified by the department,
for whom federal law prohibits mandatory enrollment in a Medi-Cal managed care
plan.

(J) Beneficiaries residing in one of the Veterans Homes of California, as
described in Chapter 1 (commencing with Section 1010) of Division 5 of the Military
and Veterans Code.

() (1) Notwithstanding any other law, commencing January 1, 2023, subject to
subdivision (f) of Section 14184.102, all dual eligible beneficiaries, except as provided
in paragraph (2) of subdivision (b) or paragraph (2) of thissubdivision, shall berequired
to enroll, or shall continue to be required to enroll, in aMedi-Ca managed care plan
for purposes of their receipt of covered Medi-Cal benefits.

(2) Thefollowing dual-eligible beneficiary groups, asidentified by the
department, shall be exempt from mandatory enrollment in Medi-Cal managed care
as described in paragraph (1).

(A) Dudl eligible beneficiaries made eligible on the basis of a share of cost,
including, but not limited to, dual eligible beneficiaries residing in a county that is
authorized to operate a county organized health system (COHS) asdescribed inArticle
2.8 (commencing with Section 14087.5), except for dual eligible beneficiarieswho are
eligible on the basis of their need for long-term care services with a share of cost, as
determined by the department.

(B) Dual €eligible beneficiaries enrolled with any entity with a contract with the
department pursuant to the Program of All-Inclusive Care for the Elderly (PACE) as
described in Chapter 8.75 (commencing with Section 14591).

(C) Dudl €ligible beneficiaries enrolled with any entity with a Senior Care Action
Network (SCAN) contract with the department.

(D) Dua €ligible beneficiaries who are Indians as defined in subsection (@) of
Section 438.14 of Title 42 of the Code of Federal Regulations and elect to forego
voluntary enrollment in aMedi-Ca managed care plan.

(E) Until the effective date of any necessary federal approvals obtained by the
department to implement a specialized model of care pursuant to subdivision (€), dual
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eligible beneficiaries eligible on the basis of their receipt of servicesthrough any state
foster care program, or eligible pursuant to Section 14005.28, who elect to forego
voluntary enrollment in aMedi-Cal managed care plan, except for those dual
beneficiaries described in this subparagraph who reside in a county that is authorized
to operate a county organized health system (COHS) as described in Article 2.8
(commencing with Section 14087.5).

(F) Dual dligible beneficiaries residing in one of the Veterans' Homes of
California, as described in Chapter 1 (commencing with Section 1010) of Division 5
of the Military and Veterans Code.

(G) Any other dual eligible beneficiaries, as identified by the department, for
whom federal law prohibits mandatory enrollment in a Medi-Cal managed care plan.

(d) (1) This section shall not be construed to prohibit a Medi-Cal beneficiary
from receiving covered benefits on atemporary basis through the Medi-Cal
Fee-for-Service delivery system pending enrollment into an individual Medi-Cal
managed care plan in accordance with this section and the CalAIM Terms and
Conditions.

(2) Thissection shall not be construed to prohibit certain Medi-Cal beneficiaries
eligible for full-scope benefits under the Medi-Cal State plan, asidentified by the
department, from voluntarily enrolling in aMedi-Cal managed care plan, in accordance
with the CalAIM Terms and Conditions.

(e) (1) In consultation with the State Department of Social Services, the
department shall devel op aspecialized model of carefor Medi-Cal beneficiariesdligible
on the basis of their receipt of servicesthrough any state foster care program or eligible
pursuant to Section 14005.28.

(2) During the CalAIM term, the department may seek any necessary federal
approvals to authorize and implement the specialized model of care for foster care
children and former foster care youth, developed pursuant to paragraph (1).

(3) Until the effective date of any necessary federal approvals obtained by the
department pursuant to paragraph (2), Medi-Cal beneficiaries eligible on the basis of
their receipt of servicesthrough any state foster care program, or eligible pursuant to
Section 14005.28, shall continue to receive covered benefits through applicable
Medi-Cal delivery systems asthey did as of December 31, 2021.

(f) In areas where a PACE plan is available, the PACE shall be presented as an
enrollment option, included in all enrollment materials, enrollment assi stance programs,
and outreach programs, and made available to applicable beneficiaries whenever
enrollment choices and options are presented. Persons meeting the age qualifications
for PACE and who choose PACE shall remain in the fee-for-service Medi-Cal and
Medicare programs, and shall not be assigned to a Medi-Ca managed care plan for
the lesser of 60 days or until they are assessed for eligibility for PACE and determined
not to be eligible for a PACE plan. Persons enrolled in a PACE plan shall receive al
Medicare and Medi-Cal services from the PACE program pursuant to the three-way
agreement between the PACE program, the department, and the federal Centers for
Medicare and Medicaid Services.

(g) For purposes of this section, the following definitions apply:

(2) “Dual eligible beneficiary” meansan individual 21 years of age or older who
is enrolled for benefits under Medicare Part A (42 U.S.C. Sec. 1395c et seq.) or
Medicare Part B (42 U.S.C. Sec. 1395j et seq.), or both, and is eligible for medical
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assistance under the Medi-Cal State Plan. For purposes of this article, “dual eligible
beneficiary” shall include both “full-benefit dual eligible beneficiaries’ and
“partia-benefit dual eligible beneficiaries,” asthose terms are defined in this
subdivision.

(2) “Full-benefit dual eligible beneficiary” meansanindividual 21 yearsor older
who is enrolled for benefits under Medicare Part A (42 U.S.C. Sec. 1395c et seq.),
Medicare Part B (42 U.S.C. Sec. 1395j et seg.), and Medicare Part D (42 U.S.C. Sec.
1395w-101), and is eligible for medical assistance under the Medi-Cal State Plan.

(3) “Non-dual eligible beneficiary” means an individual eligible for medical
assistance under the Medi-Cal State plan, as determined by the department, that is not
eligiblefor benefits under Medicare Part A (42 U.S.C. Sec. 1395c et seq.) or Medicare
Part B (42 U.S.C. Sec. 1395j et seq.).

(4) “Partial-benefit dual eligible beneficiary” means an individual 21 years of
age or older who isenrolled for benefits under Medicare Part A (42 U.S.C. Sec. 1395c¢
et seq.), but not Medicare Part B (42 U.S.C. Sec. 1395 et seq.), or who isenrolled for
Medicare Part B (42 U.S.C. Sec. 1395j et seq.), but not Medicare Part A (42 U.S.C.
Sec. 1395c et seq.), and is eligible for medical assistance under the Medi-Cal State
Plan.

14184.201. (a) Notwithstanding any other law, a Medi-Cal managed care plan,
pursuant to its comprehensive risk contract with the department, shall provide coverage
for those health care services or benefits that are both of the following:

(1) Authorized for receipt of federal financial participation inthe Medi-Cal State
Plan, or waiver thereof, or otherwise required pursuant to federal law, as determined
by the department.

(2) Included by the department as a capitated benefit or otherwise made the
financial obligation of the Medi-Cal managed care plan pursuant to its comprehensive
risk contract with the department.

(b) A Medi-Cal managed care plan may also be contractually required by the
department to provide coverage for a health care service or benefit that does not meet
the criteria set forth in subdivision (@) to the extent that sufficient state-only funds are
appropriated to the department for that purpose in an applicable state fiscal year.

(c) Notwithstanding any other law, the department shall standardize those
applicable covered Medi-Cal benefits provided by Medi-Ca managed care plans under
comprehensive risk contracts with the department on a statewide basis and across all
models of Medi-Cal managed care in accordance with this section and the CaAIM
Terms and Conditions.

(d) (2) (A) Notwithstanding any other law, commencing January 1, 2023, subject
to subdivision (f) of Section 14184.102, the department shall include, or continue to
include, institutional long-term care services as capitated benefitsin the comprehensive
risk contract with each Medi-Ca managed care plan.

(2) For contract periods during which paragraph (1) is implemented, each
Medi-Cal managed care plan shall reimburse anetwork provider furnishing institutional
long-term care services to a Medi-Cal beneficiary enrolled in that plan, and each
network provider of institutional long-term care services shall accept as payment in
full, the amount the network provider of institutional long-term care services could
collect if the applicable Medi-Cal beneficiary accessed those servicesin the Medi-Cal
fee-for-service delivery system, as defined by the department in the Medi-Cal State
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Plan and guidance issued pursuant to subdivision (d) of Section 14184.102, unlessthe
Medi-Ca managed care plan and network provider mutually agree to reimbursement
in adifferent amount, in aform and manner acceptable to the department.

(3) For contract periods during which paragraph (1) is implemented, capitation
rates paid by the department to a Medi-Cal managed care plan shall be actuarially
sound and shall account for the payment level s described in paragraph (2) asapplicable.
The department may require Medi-Cal managed care plans and network providers of
institutional long-term care services to submit information the department deems
necessary to implement this subdivision, at the times and in the form and manner
specified by the department.

(e) (1) Notwithstanding any other law, commencing January 1, 2022, the
department shall include donor and recipient organ transplant surgeries, as described
in Section 14132.69 and in the CalAIM Terms and Conditions, and donor and recipient
bone marrow transplants, as described in Section 14133.8 and in the CalAIM Terms
and Conditions, as capitated benefits in the comprehensive risk contract with each
Medi-Cal managed care plan.

(2) For contract periods during which paragraph (1) is implemented, each
applicable Medi-Cal managed care plan shall reimburse a network provider furnishing
organ or bone marrow transplant surgeriesto a Medi-Cal beneficiary enrolled in that
plan, and each network provider of organ or bone marrow transplant surgeries shall
accept as payment in full, the amount the network provider of organ or bone marrow
transplant surgeries could collect if the applicable Medi-Cal beneficiary accessed those
servicesin the Medi-Cal fee-for-service delivery system, as defined by the department
in the Medi-Cal State Plan and guidance issued pursuant to subdivision (d) of Section
14184.102, unless the Medi-Cal managed care plan and network provider mutually
agree to reimbursement in a different amount, in aform and manner acceptable to the
department.

(3) For contract periods during which paragraph (1) is implemented, capitation
rates paid by the department to a Medi-Cal managed care plan shall be actuarially
sound and shall account for the payment level s described in paragraph (2) as applicable.
The department may require Medi-Cal managed care plans and network providers of
organ or bone marrow transplant surgeriesto submit information the department deems
necessary to implement this subdivision, at the times and in the form and manner
specified by the department.

(f) (1) Notwithstanding any other law, commencing January 1, 2022,
Community-Based Adult Services (CBAYS), as described in Section 14186.3, shall
continue to be available as a capitated benefit for a qualified Medi-Cal beneficiary
under a comprehensive risk contract with an applicable Medi-Cal managed care plan,
in accordance with the CalAIM Terms and Conditions.

(2) CBAS shall only be available as a covered Medi-Cal benefit for a qualified
Medi-Cal beneficiary under acomprehensiverisk contract with an applicable Medi-Cal
managed care plan. Medi-Cal beneficiaries who are eligible for CBAS shall enroll in
an applicable Medi-Ca managed care plan in order to receive those services, except
for beneficiaries exempt from mandatory enrollment in aMedi-Cal managed care plan
pursuant to the CaAIM Terms and Conditions and Section 14184.200.

(3) CBAS shall be delivered in accordance with applicable state and federal law
including, but not limited to, the federal Home and Community-Based Settings
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regulations set forth in Sections 441.301(c)(4), 441.530(a)(1), and 441.710(a)(1) of
Title 42 of the Code of Federal Regulations, and related subregulatory guidance and
any amendment issued thereto.

(4) For contract periods during which paragraph (1) is implemented, each
applicable Medi-Cal managed care plan shall reimburse a network provider furnishing
CBASto aMedi-Cal beneficiary enrolled in that plan, and each network provider of
CBAS shall accept as payment infull, the amount the network provider of CBAS could
collect if the applicable Medi-Cal beneficiary accessed those servicesin the Medi-Cal
fee-for-service delivery system, as defined by the department in guidance issued
pursuant to subdivision (d) of Section 14184.102, unless the Medi-Ca managed care
plan and network provider mutually agree to reimbursement in adifferent amount, in
aform and manner acceptable to the department.

(5) For contract periods during which paragraph (1) is implemented, capitation
rates paid by the department to an applicable Medi-Cal managed care plan shall be
actuarially sound and shall account for the payment levels described in paragraph (4)
as applicable. The department may require applicable Medi-Cal managed care plans
and network providers of CBA Sto submit information the department deems necessary
to implement this subdivision, at the times and in the form and manner specified by
the department.

(g) For purposes of this section, the following definitions apply:

(1) “Comprehensive risk contract” shall have the same meaning as set forth in
Section 438.2 of Title 42 of the Code of Federal Regulations.

(2) “Institutional long-term care services’ shall have the same meaning as set
forth in the CalAIM Terms and Conditions and, subject to subdivision (f) of Section
14184.102, shall include at aminimum al of the following:

(A) Skilled nursing facility services.

(B) Subacute facility services.

(C) Pediatric subacute facility services.

(D) Intermediate care facility services.

(3) “Network provider” shall have the same meaning as set forth in Section 438.2
of Title 42 of the Code of Federal Regulations.

14184.203. (a) For contract periods commencing on or after January 1, 2026,
the department shall require each Medi-Cal managed care plan and each health plan
subcontractor of aMedi-Ca managed care plan to be accredited by the National
Committee for Quality Assurance, or an alternative entity pursuant to subdivision (c),
in accordance with this section and the CalAIM Terms and Conditions.

(b) The department shall use findings from the accreditation pursuant to
subdivision (a) to certify or deem a Medi-Cal managed care plan’s compliance with
applicable state and federal Medicaid requirements, to the extent the department
determines appropriate and upon consultation with affected stakeholders, to the extent
practicable.

(c) In the event the department determines that a Medi-Cal managed care plan
or an applicable health plan subcontractor thereof is not able to receive accreditation
from the National Committee for Quality Assurance due to population size, the
department may authorize alternate accreditation so long as the requirements applied
are substantially similar to those applied pursuant to subdivision (a), as determined by
the department.
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(d) After consultation with affected Medi-Cal managed care plans, the department
may elect to require that a Medi-Cal managed care plan or applicable health plan
subcontractor thereof include in its accreditation pursuant to subdivision (a) one or
more of the following:

(1) The Long-term Services and Supports Distinction Survey.

(2) The Medicaid (MED) module.

(3) Other similar surveys or modulesidentified by the department as appropriate
for this purpose.

(e) For purposes of this section, “subcontractor” shall have the same meaning
as set forth in Section 438.2 of Title 42 of the Code of Federal Regulations.

14184.204. (a) Commencing January 1, 2023, subject to subdivision (f) of
Section 14184.102, the department shall implement the Population Health M anagement
Program under Medi-Cal Managed Careto improve health outcomes, care coordination,
and efficiency through application of standardized health management requirements,
in accordance with the CalAIM Terms and Conditions.

(b) The department shall require each Medi-Cal managed care plan to develop
and maintain a beneficiary-centered population health management program, which
isamodel of care and plan of action designed to address member health needs at all
points along the continuum of care, as described in the Ca AIM Terms and Conditions.

(c) Each population health management program shall, at a minimum, do all of
the following:

(1) Prioritize preventive and wellness services.

(2) Identify and assess beneficiary member risks and needs on an ongoing basis.

(3) Manage beneficiary member safety and outcomes during care transitions,
acrossall applicable delivery systems and settings, through effective care coordination.

(4) Identify and mitigate social determinants of health and reduce health
disparities or inequities.

14184.205. (@) Subject to subdivision (f) of Section 14184.102, the department
shall implement an enhanced care management (ECM) benefit designed to addressthe
clinical and nonclinical needs on awhole-person-care basisfor certain target populations
of Medi-Cal beneficiaries enrolled in Medi-Cal managed care plans, in accordance
with this section and the CaAIM Terms and Conditions.

(b) (1) Subject to the effective dates listed in subdivision (c), the ECM benefit
shall be available on a statewide basis to eligible Medi-Cal beneficiaries who are
enrolled in an applicable Medi-Cal managed care plan and who meet the criteriain the
CaAIM Terms and Conditions for one or more target populations, as determined by
the department. ECM shall be available to qualifying dual eligible beneficiaries, as
defined in paragraph (1) of subdivision (g) of Section 14184.200, except for those dual
eligible beneficiaries enrolled in a Cal MediConnect plan, as defined in paragraph (2)
of subdivision (a) of Section 14132.277.

(2) ECM snall only be available as a covered Medi-Cal benefit under a
comprehensiverisk contract with aMedi-Cal managed care plan. Medi-Cal beneficiaries
who are eligible for ECM shall enroll in a Medi-Cal managed care plan in order to
receive those services.

(c) (1) Medi-Cal managed care plans operating in counties in which either the
Whole Person Care pilot program, pursuant to Section 14184.60, or the Health Home
Program, pursuant to Article 3.9 (commencing with Section 14127), or both, were
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implemented, as determined by the department, shall be required to cover ECM under
their comprehensive risk contract as follows:

(A) Commencing January 1, 2022, Medi-Cal managed care plans described in
paragraph (1) shall be required to cover ECM for existing target populations under
either the Whole Person Care pilot program or the Health Home Program, or both, as
identified by the department.

(B) (i) Commencing July 1, 2022, Medi-Cal managed care plans described in
paragraph (1) shall be required to cover ECM for other select target populations
described in subdivision (d), asidentified by the department.

(i) Commencing January 1, 2023, Medi-Cal managed care plans described in
paragraph (1) shall be required to cover ECM for al target populations described in
subdivision (d).

(2) Medi-Ca managed care plans operating in counties in which neither the
Whole Person Care pilot program, pursuant to Section 14184.60, nor the Health Home
Program, pursuant to Article 3.9 (commencing with Section 14127), wasimplemented,
as determined by the department, shall be required to cover select ECM target
populations, as identified by the department, under their comprehensive risk contract,
commencing July 1, 2022. All other target popul ations, including the target popul ation
described in paragraph (7) of subdivision (d) shall be covered commencing January 1,
2023.

(d) Target populations of Medi-Cal beneficiaries may include, but need not be
limited to, the following, to the extent approved in the CalAIM Terms and Conditions:

(2) Children or youth with complex physical, behavioral, developmental, or ora
health needs, including, but not limited to, those eligible for California Children
Services, foster care children or youth, or youth with clinical high-risk syndrome or
first episode of psychosis.

(2) Individual s experiencing homel essness or chronic homel essness, or who are
at risk of becoming homeless.

(3) High utilizers with frequent hospital admissions, short-term skilled nursing
facility stays, or emergency room visits.

(4) Individuals at risk for institutionalization and eligible for long-term care
Services.

(5) Nursing facility residents who want to transition to the community.

(6) Individuals at risk for institutionalization with serious mental illness (SMl),
children with serious emotional disturbance (SED) or substance use disorder (SUD)
with co-occurring chronic health conditions.

(7) Individuals transitioning from incarceration who have significant complex
physical or behavioral health needs requiring immediate transition of services to the
community.

(e) Notwithstanding any other law, for any time period in which aMedi-Cal
beneficiary who is éligible to receive ECM services through enrollment in their
Medi-Cal managed care plan, the beneficiary shall not receive duplicative targeted
case management services as described in Section 14132.44 or otherwise authorized
in the Medi-Cal State plan, as determined by the department.

14184.206. (a) Commencing January 1, 2022, subject to subdivision (f) of
Section 14184.102, the department shall allow Medi-Cal managed care plans to elect
to cover those services or settings approved by the department as cost effective and
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medically appropriate in the comprehensive risk contract that arein lieu of applicable
Medi-Cal state plan services covered pursuant to subdivision (a) of Section 14184.201,
in accordance with the CalAIM Terms and Conditions.

(b) (1) Approved in lieu of services or settings pursuant to this section shall only
be available to beneficiaries enrolled in aMedi-Ca managed care plan under a
comprehensive risk contract, subject to paragraph (2).

(2) Approved in lieu of services or settings shall not supplant other covered
Medi-Cal benefits that are not the responsibility of the Medi-Cal managed care plan
under the comprehensiverisk contract, including, but not limited to, in-home supportive
services provided pursuant to Article 7 (commencing with Section 12300) of Chapter
3, and Sections 14132.95, 14132.952, and 14132.956.

(3) An enrolled Medi-Cal beneficiary shall not be required by their Medi-Cal
managed care plan to use thein lieu of service or setting.

(c) Subject to subdivision (f) of Section 14184.102, in lieu of servicesor settings
may include, but need not be limited to, the following when authorized by the
department in the comprehensive risk contract with each Medi-Cal managed care plan
and to the extent the department determines that the in lieu of service or settingisa
cost-effective and medically appropriate substitute for the applicable covered Medi-Cal
benefit under the comprehensive risk contract:

(1) Housing transition navigation services.

(2) Housing deposits.

(3) Housing tenancy and sustaining services.

(4) Short-term post-hospitalization housing.

(5) Recuperative care (medical respite).

(6) Respite.

(7) Day habilitation programs.

(8) Nursing facility transition/diversion to assisted living facilities, such as
residential care facilities for the elderly or adult residential facilities.

(9) Nursing facility transition to a home.

(10) Personal care and homemaker services.

(11) Environmental accessibility adaptations (home modifications).

(12) Medically tailored meals.

(13) Sobering centers.

(14) Asthma remediation.

(d) For purposes of this section, the following definitions shall apply:

(1) “Comprehensive risk contract” shall have the same meaning as set forth in
Section 438.2 of Title 42 of the Code of Federal Regulations.

(2) “Inlieu of services’ shall have the same meaning as set forth in Section
438.3(e)(2) of Title 42 of the Code of Federal Regulations.

14184.207. (a) Commencing January 1, 2022, subject to appropriation by the
Legislature in an applicable fiscal year and subdivision (f) of section 14184.102, the
department shall make incentive payments available to qualifying Medi-Cal managed
care plansthat meet predefined milestones and metrics associ ated with implementation
of applicable componentsof CalAIM, including, but not limited to, Sections 14184.205
and 14184.206, as determined by the department and in accordance with the CalAIM
Terms and Conditions.
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(b) The department, in consultation with Medi-Cal managed care plans, shall
establish the methodology, parameters, and eligibility criteriafor incentive payments
pursuant to this section. This shall include, but is not limited to, the milestones and
metrics that Medi-Cal managed care plans must meet in order to receive an incentive
payment pursuant to this section and the CalAIM Terms and Conditions.

(c) Thedepartment, in accordance with the CalAIM Terms and Conditions, shall
determine if a Medi-Cal managed care plan has earned an incentive payment, and the
amount of that payment, for any relevant time period in which this section is
implemented.

(d) Incentive payments pursuant to this section shall be madein accordance with
the requirements for incentive arrangements described in Section 438.6(b)(2) of Title
42 of the Code of Federal Regulations and any associated federal guidance.

14184.208. (@) (1) Commencing January 1, 2023, subject to subdivision (f) of
Section 14184.102, the department shall require each Medi-Cal managed care plan
operating in Coordinated Care Initiative counties to operate, or continue to operate, a
Medicare Advantage Dual Specia NeedsPlan (D-SNP) in accordancewiththe CaAIM
Terms and Conditions, and in accordance with federal requirements for each D-SNP
to have an executed contract with the department, referred to as a State Medicaid
Agency Contract (SMAC).

(2) In Coordinated Care Initiative counties beginning in contract year 2023, the
department shall only contract with aproposed D-SNP that is affiliated with aMedi-Cal
managed care plan or was contracted with the department for aD-SNPin contract year
2022 in the proposed D-SNP service area.

(3) In Coordinated Care Initiative counties beginning with contract year 2023,
dual eligible beneficiaries that are not already enrolled in aD-SNP for contract year
2022 may only enroll inaD-SNP that is affiliated with a Medi-Cal managed care plan
in the beneficiary’s service area.

(b) (1) Commencing January 1, 2025, subject to subdivision (f) of Section
14184.102, the department shall require each Medi-Ca managed care plan to operate,
or continueto operate, aD-SNPin accordance with the CalAIM Termsand Conditions,
and in accordance with federal requirements for each D-SNP to have an executed
contract with the department, referred to asa SMAC.

(2) In non-Coordinated Care I nitiative counties beginning no later than contract
year 2024, the department shall only contract with aproposed D-SNP that is affiliated
with aMedi-Cal managed care plan or was contracted with the department for aD-SNP
in the proposed D-SNP service areain the contract year that immediately precedesthe
contract year in which this paragraph is implemented with respect to an individual
county.

(3) In non-Coordinated Care I nitiative counties beginning no later than contract
year 2024, dual eligible beneficiaries not already enrolled in a D-SNP, in the contract
year that immediately precedesthe contract year in which this paragraph isimplemented
with respect to an individual county, may only enroll inaD-SNP that is affiliated with
a Medi-Cal managed care plan in the beneficiary’s service area. Beginning no later
than contract year 2024, D-SNPsthat are not affiliated with aMedi-Cal managed care
plan shall not accept new enrollment of dual eligible beneficiaries.

(c) To promote moreintegrated carefor dua eigible beneficiaries, the department
shall seek to align the enrollment of dual eligible beneficiariesin affiliated Medi-Cal
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managed care plans and D-SNPs, in Coordinated Care Initiative counties commencing
January 1, 2023, and in al counties commencing January 1, 2025, and in accordance
withthe CalAIM Termsand Conditions. A dual €ligible beneficiary shall not berequired
to enroll in aD-SNP for purposes of receiving their Medi-Cal benefits.

(d) The department may support requestsfrom D-SNP plansto thefedera Centers
for Medicare and Medicaid Servicesto enroll, unlessthe beneficiary chooses otherwise,
existing Medi-Cal managed care beneficiaries into the affiliated D-SNP when the
beneficiary becomes newly eligible for Medicare due to age or disability.

(e) For purposes of this section, the following definitions apply:

(1) “Coordinated Care Initiative counties’ means the Counties of Los Angeles,
Orange, Riverside, San Bernardino, San Diego, San Mateo, and Santa Clara.

(2) “Dual eligible beneficiary” meansan individual 21 years of age or older who
is enrolled for benefits under Medicare Part A (42 U.S.C. Sec. 1395c et seq.) or
Medicare Part B (42 U.S.C. Sec. 1395] et seq.), or both, and is eligible for medical
assistance under the Medi-Cal State Plan. For purposes of this section, “dual eligible
beneficiary” shall include both “full-benefit dual eligible beneficiaries’ and
“partial-benefit dual eligible beneficiaries,” as those terms are defined in this
subdivision.

(3) “Full-benefit dual eigible beneficiary” means an individual 21 years of age
or older who is enrolled for benefits under Medicare Part A (42 U.S.C. Sec. 1395c et
seq.), Medicare Part B (42 U.S.C. Sec. 1395j et seg.), and Medicare Part D (42 U.S.C.
Sec. 1395w-101), and iseligible for medical assistance under the Medi-Cal State Plan.

(4) “Medicare Advantage Dual Special Needs Plan” or “D-SNP” shall have the
same meaning as set forth in Section 1395w-28(b)(6) of Title 42 of the United States
Code.

(5) “Partia-benefit dual eligible beneficiary” means an individual 21 years of
age or older who is enrolled for benefits under Medicare Part A (42 U.S.C. Sec. 1395c¢
et seq.), but not Medicare Part B (42 U.S.C. Sec. 1395 et seq.), or who isenrolled for
Medicare Part B (42 U.S.C. Sec. 1395] et seq.), but not Medicare Part A (42 U.S.C.
Sec. 1395c et seq.), and is eligible medical assistance under the Medi-Cal State Plan.

(f) For purposes of this section, “Medi-Ca managed care plan” shall not include
amanaged care plan contract with the AIDS Healthcare Foundation.

14184.300. (a) (1) Totheextent federal financial participation isavailable, the
department shall continue to implement the Global Payment Program (GPP) as described
In Section 14184.40 during the CalAIM term. The department shall continue to
administer the GPP in accordance with Section 14184.40, except to the extent changes
are approved inthe CalAIM Termsand Conditions and except as provided in subdivision
(b).

(b) (1) Commencing January 1, 2021, the GPP program year shall be aligned
with the calendar year. The department shall provide to the GPP systems arevised
schedule for the reporting, notification, intergovernmental transfer, and payment set
forth in paragraphs (3) and (4) of subdivision (d) of Section 14184.40, which shall
maintain the same conditions and timeline, adjusted by six months to align with the
calendar year, and consistent with the CalAIM Terms and Conditions.

(2) Commencing January 1, 2021, the GPP system-specific IGT factorsidentified
in paragraph (3) of subdivision (g) of Section 14184.40 shall be inapplicable and the
initial transfer amount calculated for each GPP system shall be identified by the
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department and communi cated in writing to each GPP system for each applicable GPP
program year.

(3) Commencing January 1, 2021, for purposes of determining the applicable
GPP s aggregate annual limit, applicable portions of the federal disproportionate share
allotment for the federal fiscal year that endsin the GPP program year, and for the
federal fiscal year that commences in the applicable GPP program year, shall be
appropriately aligned with the GPP program year.

(c) Prior to implementing any of the modifications described in subdivision (b),
the department shall consult with the GPP systems.

(d) Except asotherwise provided inthe CalAIM Termsand Conditionsor inthis
section, and without limiting the authority in subdivision (g) of Section 14184.102,
the rights, obligations, and limitations set forth in Section 14184.40 shall apply to the
GPP as continued pursuant to this section.

14184.301. The payment methodol ogies and requirements described in Section
14184.30, as amended by the act that added this section, shall continue to apply during
the entirety of the CalAIM term and any extension periodsin which the Global Payment
Program pursuant to Section 14184.300 is authorized.

14184.400. (a) Commencing January 1, 2022, subject to subdivision (f) of
Section 14184.102, the department shall continue to implement the Specialty Mental
Health Services Program described in part in Chapter 8.9 (commencing with Section
14700), as a component of CalAIM and in accordance with the CalAIM Terms and
Conditions.

(b) Each mental health plan contracting with the department to provide specialty
mental health services pursuant to Chapter 8.9 (commencing with Section 14700) shall
comply with all applicable CalAIM Terms and Conditions and any guidance issued
by the department pursuant to subdivision (d) of Section 14184.102.

(c) (1) During the CalAIM term, as acomponent of the Specialty Mental Health
Program described in this section, the department, in consultation with counties and
other affected stakeholders, may seek federal approval for a demonstration project
under Section 1315(a) of Title 42 of the United States Codeto receive federal financia
participation for services furnished to Medi-Cal beneficiaries during short-term stays
for acute care in psychiatric hospitals or residential treatment settings that qualify as
Institutions for Mental Diseases. The department may elect to seek approval for this
demonstration project to operate on a statewide basis, or on a county-by-county basis.

(2) To the extent the department receives the necessary federal approvalsto
implement the demonstration project described in subdivision (a), the department shall
implement the demonstration in accordance with the terms of that federal approval and
only to the extent that federal financial participation is available and is not otherwise
jeopardized.

(3) For purposes of this subdivision, “Institutions for Mental Diseases’ shall
have the same meaning set forth in Section 1396d(i) of Title 42 of the United States
Code.

14184.401. (a) Commencing January 1, 2022, subject to subdivision (f) of
Section 14184.102, the department shall continue to implement the Drug Medi-Cal
Organized Delivery System (DM C-ODS) program, previously authorized under the
CdliforniaMedi-Ca 2020 Demonstration pursuant to Article 5.5 (commencing with
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Section 14184), asacomponent of CalAIM and in accordance with the CalAIM Terms
and Conditions.

(b) A county, or consortium of countiesin aregional model, that electsto
administer, or elects to continue to administer, aDMC-ODS pilot shall enter into and
maintain an intergovernmental agreement with the department. Those counties shall
comply with all applicable CalAIM Terms and Conditions and any guidance issued
by the department pursuant to subdivision (d) of Section 14184.102 as a condition of
participation.

(c) An election by a county, or consortium of countiesin aregional model, to
participate asa DM C-ODS pilot shall be considered voluntary for purposes of all state
and federal laws.

14184.402. (a) Notwithstanding any other law, commencing no sooner than
January 1, 2022, subject to subdivision (f) of Section 14184.102, all medical necessity
determinations, screenings, assessments, and documentation associated with covered
benefits delivered in any Medi-Cal Behavioral Health Delivery System shall be made
in accordance with the CalAIM Terms and Conditions and any written instructions
issued by the department pursuant to subdivision (d) of Section 14184.102, including
mandatory screening and transition of care tools.

(b) Pursuant to the authority in subdivision (d) of Section 14184.102, the
department shall amend, and periodically update as it deems necessary, the medical
necessity definitions, criteria, mandatory screening and transition of care tools,
documentation requirements and related procedures for Medi-Cal Behavioral Health
Delivery Systems.

(c) In the event of a conflict between the CalAIM Terms and Conditions, or the
department’s written instructions to implement this section pursuant to subdivision (d)
of Section 14184.102, and any provision of Chapter 11 (commencing with Section
1810.100) of Division 1 of Title 9 of the California Code of Regulations, or any
provision of Chapter 3 (commencing with Section 51000) of Subdivision 1 of Division
3 of Title 22 of the California Code of Regulations, the CaAIM Terms and Conditions
and the department’s written instructions shall control.

(d) For purposes of this section, “Medi-Cal Behavioral Health Delivery System”
shall mean an entity or local agency that contracts with the department to provide
covered behavioral health Medi-Cal benefits pursuant to Article 3.2 (commencing with
Section 14124.20), or Section 14184.400 and Chapter 8.9 (commencing with Section
14700), or acounty Drug Medi-Cal Organized Delivery System pilot authorized under
the CalAIM Terms and Conditions and described in Section 14184.401.

14184.403. (a) Notwithstanding any other law, commencing no sooner than
July 1, 2022, subject to subdivision (f) of Section 14184.102, each Medi-Cal Behavioral
Health Delivery System shall comply with the behavioral health payment reform
provisions approved inthe CalAIM Terms and Conditions and any associated instruction
Issued by the department pursuant to subdivision (d) of Section 14184.102.

(b) Asacomponent of Behavioral Health Payment Reform under CalAIM, the
department shall, at a minimum, design and implement an intergovernmental
transfer-based reimbursement methodol ogy to replace the use of certified public
expenditures for claims associated with covered Specialty Mental Health and Drug
Medi-Cal services provided through Medi-Cal Behavioral Health Delivery Systems.
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(c) Notwithstanding any other law, commencing no sooner than July 1, 2022,
the nonfederal share of any payments associated with each Medi-Cal Behavioral Health
Delivery System shall consist of voluntary intergovernmental transfers of funds provided
by eligible governmental agencies or public entities associated with a respective
Medi-Cal Behaviora Delivery System. Upon providing any intergovernmental transfer
of funds, each transferring entity shall certify that the transferred funds qualify for
federal financial participation pursuant to Section 433.51 of Title 42 of the Code of
Federal Regulations, any other applicable federal Medicaid laws, and the CaAlM
Terms and Conditions, and in the form and manner specified by the department. Any
intergovernmental transfer of funds made pursuant to this section shall be considered
voluntary for purposes of al state and federal laws. Notwithstanding any other law,
the department shall not assess the fee described in subdivision (d) of Section 14301.4
or any other similar fee on theintergovernmental transfers made pursuant to this section.

(d) The department shall establish and implement prospective reimbursement
rate methodol ogies utilizing past county cost experience for covered Specialty Mental
Health and Drug Medi-Cal services provided by Medi-Cal Behavioral Health Delivery
Systems. Those methodol ogies shall make use of peer groups whereby counties are
grouped according to past cost experience, where the department determines appropriate.
The department shall determine the frequency of payments and intergovernmental
transfers made pursuant to this section.

(e) For purposes of thissection, “Medi-Cal Behavioral Health Delivery System”
shall mean an entity or local agency that contracts with the department to provide
covered behavioral health Medi-Cal benefits pursuant to Article 3.2 (commencing with
Section 14124.20), or Section 14184.400 and Chapter 8.9 (commencing with Section
14700), or acounty Drug Medi-Cal Organized Delivery System pilot authorized under
the CalAIM Terms and Conditions and described in Section 14184.401.

14184.404. (a) Notwithstanding any other law, commencing January 1, 2027,
subject to subdivision (f) of Section 14184.102, an individual county, or counties acting
jointly, shall provide and administer covered behaviora health Medi-Cal benefits under
asingle Medi-Cal Behavioral Health Delivery System contract, in accordance with the
CaAIM Terms and Conditions.

(b) During the CalAIM term, the department, in consultation with counties, shall
conduct any planning activitiesit deems necessary and issue rel ated guidance pursuant
to subdivision (d) of Section 14184.102 to facilitate implementation of subdivision
(a).

(c) The department may authorize a noncounty organization that it contracts
with pursuant to subdivision () of Section 14712 or Section 14124.21 to provide and
administer covered behavioral health Medi-Cal benefits under a single Medi-Cal
Behavioral Health Delivery System contract, in accordance with the CalAIM Terms
and Conditions.

(d) For purposes of this section, “Medi-Cal Behavioral Health Delivery System”
shall mean an entity or local agency that contracts with the department to provide
covered behavioral health Medi-Cal benefits pursuant to Article 3.2 (commencing with
Section 14124.20), or Section 14184.400 and Chapter 8.9 (commencing with Section
14700), or acounty Drug Medi-Cal Organized Delivery System pilot authorized under
the CalAIM Terms and Conditions and described in Section 14184.401.
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14184.500. (a) The department shall implement the State Plan Dental
Improvement Program in accordance with the CalAIM Terms and Conditions and as
described in this section, with the goal of further improving accessibility of Medi-Cal
dental servicesand oral health outcomesfor targeted populations, asasuccessor program
to the Dental Transformation Initiative described in Section 14184.70.

(b) Commencing no sooner than January 1, 2021, subject to subdivision (f) of
Section 14184.102, the following shall be covered Medi-Cal benefits for the specified
popul ations, when medically necessary and subject to utilization controls:

(1) Caries Risk Assessment bundle for eligible children O to 6 years of age,
inclusive.

(2) Silver diamine fluoride for eligible children O to 6 years of age, inclusive,
and for eligible adultsresiding in skilled nursing facilities or intermediate carefacilities
or that receive servicesin facilities overseen by the State Department of Devel opmental
Services, as determined by the department.

(c) (1) Commencing no sooner than January 1, 2021, subject to subdivision (f)
of Section 14184.102, the department shall make supplemental paymentsto qualified
dental providersfor increased utilization of certain preventive dental services, and for
the establishment or maintenance of beneficiary continuity of care through a Dental
Home.

(2) The department shall develop the methodology for making supplemental
payments pursuant to this subdivision, including, but not limited to, the eligibility
criteriafor receiving payments, the amount of payments, and the applicable preventive
dental servicesthat are eligible for payments.

(A) For payments for increased utilization of certain preventive services, the
department shall make a flat-rate supplemental payment to a qualified dental service
officelocation for each eligible paid claim madefor those Current Dental Terminology
codes specified by the department and approved in the Ca AIM Terms and Conditions.
To the extent the department deems practicable, the supplemental payment shall be
applied at the same time as the underlying eligible paid claim is made.

(B) For paymentsfor the establishment or mai ntenance of beneficiary continuity
of carethrough aDental Home, the department shall make asingle annual supplemental
payment to each eligible service office location based on the number of Medi-Cal
beneficiariesfor which ligible paid claimswere submitted using at least one of Current
Dental Terminology exam codes, as specified by the department, in two or more
consecutive calendar years.

(d) To the extent permissible under federal law and authorized under the CalAIM
Termsand Conditions, for purposes of eigibility for payments described in this section,
qualified dental providers may include safety net clinics that provide services defined
under subdivision (@) or (b) of Section 14132.100. Supplemental payments made
pursuant to this section to safety net clinics shall be considered separate and apart from
either the Prospective Payment Service reimbursement for federally qualified health
centersor rura health clinics, or Memorandum of Agreement reimbursement for Tribal
Health Centers.

(e) The department shall seek federal approval of any state plan amendments it
deems necessary to implement subdivisions (b) and (c).

14184.600. (a) Subject to subdivision (f) of Section 14184.102 and in
consultation with counties, the department shall develop and implement one or more
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initiatives to enhance its oversight and monitoring of county performancein
administering the determination of eligibility for benefits under this chapter. This may
include, but need not be limited to, the following:

(1) Increased oversight of existing county performance, reporting, and corrective
action standards described in Sections 14154 and 14154.5.

(2) A statewide Medi-Cal Eligibility Data System (MEDS) error alert reporting
and monitoring program.

(3) A statewide, tiered enforcement framework, consistent with Sections 14154
and 14154.5, to ensure prompt corrective action for counties that do not meet
department-established performance or reporting standards, including the imposition
of fiscal penalties.

(4) An annual, publicly available performance report for each county.

(b) During the CalAIM term, subject to subdivision (f) of Section 14184.102
and in consultation with counties, the department shall develop and implement one or
more initiatives to enhance oversight and monitoring of county administration of the
Cdlifornia Children's Services (CCS) program, pursuant to Article 5 (commencing
with Section 123800) of Chapter 3 of Part 2 of Division 106 of the Health and Safety
Code, and the Child Health and Disability Prevention (CHDP) program, pursuant to
Article 6 (commencing with Section 124025) of Chapter 3 of Part 2 of Division 106
of the Health and Safety Code. This may include, but need not be limited to, the
following:

(1) Establish statewide performance, reporting, and budgetary standards, and
accompanying audit tools, used to assess county compliance with federal and state
requirements applicable to the CCS and CHDP programs.

(2) Conduct periodic CCS and CHDP quality assurance reviews and audits to
assess compliance with the standards established in paragraph (1).

(3) Establish a statewide, tiered enforcement framework to ensure prompt
corrective action for counties that do not meet standards established in paragraph (1),
including the imposition of fiscal penalties.

(4) Require each county to enter into Memoranda of Understanding with the
department to document each county’s obligationsin administering the CCSand CHDP
programs.

(c) During the CalAIM term, the department shall convene a workgroup
consisting of counties and other applicabl e stakeholdersto develop and implement one
or more initiatives designed to improve the collection and use of beneficiary
demographic and contact information in administering the Medi-Cal program and other
applicable public assistance programs.

SEC. 15. Section 14186 of the Welfare and Institutions Code is amended to
read:

14186. (@) Itistheintent of the L egislature that long-term services and supports
(LTSS) be covered through managed care health plansin Coordinated Care Initiative
counties.

(b) It isfurther the intent of the Legislature that all of the following occur:

(1) Personsreceiving health care servicesthrough Medi-Cal receive these services
through acoordinated health care system that reduces the unnecessary use of emergency
and hospital services.
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(2) Coordinated health care services, including medical, long-term services and
supports, and enhanced care management be covered through Medi-Cal managed care
health plansin order to eliminate system inefficiencies and align incentives with positive
health care outcomes.

(3) Managed care health plans shall, in coordination with LTSS care management
providers, develop and expand care coordination practicesin consultation with counties,
nursing facilities, area agencies on aging, and other home- and community-based
providers, and share best practices. Unless the consumer objects, managed care health
plans may establish care coordination teams as needed. If the consumer isan IHSS
reci pient,-htser-her their participation and the participation of-hiser-her their provider
shall be subject to the consumer’s consent. These care coordination teams shall include
the consumer, and-his-erher_their authorized representative, health plan,
Community-Based Adult Services (CBAS) case manager for CBAS clients,
Multipurpose Senior Services Program (M SSP) case manager for MSSP clients, and,
if an IHSS recipient, may include others, including, but not limited to, the recipient’s
IHSS provider or arepresentative of the county social services agency.

(4) To the extent possible, for Medi-Cal beneficiaries also enrolled in the
Medicare program, that the department work with the federal government to coordinate
financing and incentives and permit managed care health plans to coordinate health
care provided under both health care systems.

(5) The health care choices made by Medi-Cal beneficiaries be considered with
regard to al of the following:

(A) Receiving carein ahome- and community-based setting to maintain
independence and quality of life.

(B) Selecting their health care providers in the managed care plan network.

(C) Controlling care planning, decisionmaking, and coordination with their health
care providers.

(D) Gaining accessto servicesthat are culturally, linguistically, and operationally
sensitive to meet their needs or limitations and that improve their health outcomes,
enhance independence, and promote living in home- and community-based settings.

(E) Self-directing their care by being able to hire, fire, and supervise their IHSS
provider.

(F) Being assured by the department and coordinating departments of their
oversight of the quality of these coordinated health care services.

(6) Counties continue to perform functions necessary for the administration of
the IHSS program, including conducting assessments and determining authorized hours
for recipients, pursuant to Article 7 (commencing with Section 12300) of Chapter 3.
Counties and the State Department of Social Services may share recipient and provider
data, aslegally authorized, related to the IHSS program with managed care health plans
for members who are receiving IHSS benefits to support care coordination when
applicable.

(7) (A) No sooner than December 31, 2019, or on the date the managed care
health plansand M SSP providersjointly satisfy the readiness criteria devel oped pursuant
to subparagraph (D) of paragraph (4) of subdivision (b) of Section 14186.3, whichever
isearlier, MSSP services shall transition from afederal waiver pursuant to Section
1915(c) under the federal Social Security Act (42 U.S.C. Sec. 1396n(c)) to a benefit
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administered and all ocated by managed care health plansin Coordinated Care Initiative
counties.

(B) Notwithstanding Chapter 8 (commencing with Section 9560) of Division
8.5, itisalso theintent of the Legislature that the provisions of this article shall apply
to dual eligible and Medi-Cal-only beneficiaries enrolled in MSSP. It is the further
intent of the Legidlature that the department and managed care health plans shall work
in collaboration with M SSP providers to begin development of standards that create a
model of care of anintegrated, person-centered care management and care coordination
model that works within the context of managed care, and explore which portions of
the M SSP program model may be adapted to managed care while maintaining the
integrity and efficacy of the M SSP model to use as the basis of transition planning.

(C) At least 30 days before the M SSP servicestransition to a benefit administered
and allocated by managed care health plans in Coordinated Care Initiative counties,
the department shall notify the appropriate policy and fiscal committees of the
Legidature of itsintent to transition the M SSP services to managed care health plans.

(D) Notwithstanding any other law, this paragraph shall be operative only through
December 31, 2021.

(8) Inlieu of providing nursing facility services, managed care health plans may
authorize home- and community-based services plan benefits, as defined in subdivision
(d) of Section 14186.1, which managed care health plans shall be responsiblefor paying
at no share of cost to the county.

(9) Managed care health plans shall share confidential beneficiary dataaslegally
authorized and as appropriate to improve care coordination, promote shared
understanding of the consumer’s needs, and provide appropriate coordination to the
IHSS program and other long-term services and supports.

(10) Managed care health plans may authorize Care Plan Option services, which
may include assistance with activities of daily living and instrumental activities of
daily living, for which managed care health plans shall be solely responsible for paying.
The grievance process for these benefits shall be the same process as used for other
benefits authorized by managed care health plans, and shall comply with Section 14450
of this code and Sections 1368 and 1368.1 of the Health and Safety Code.

(c) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(d) (1) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.

(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repealed.

SEC. 16. Section 14186.1 of the Welfare and Institutions Code is amended to
read:

14186.1. For purposesof thisarticle, thefollowing definitions shall apply unless
otherwise specified:

(@) “Coordinated Care Initiative counties’ has the same meaning asthat term s
defined in paragraph (1) of subdivision (b) of Section 14182.16.

(b) “Home- and community-based services’ means services provided pursuant
to paragraphs (1), (2), and (3) of subdivision (c).
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(c) “Long-term services and supports’ or “LTSS” means all of the following:

(1) In-home supportive services (IHSS) provided pursuant to Article 7
(commencing with Section 12300) of Chapter 3, and Sections 14132.95, 14132.952,
and 14132.956. Notwithstanding any other law, this paragraph shall be operative only
through December 31, 2017.

(2) Community-Based Adult Services (CBAYS).

(3) Multipurpose Senior Services Program (M SSP) services, which include those
services approved under afederal home- and community-based services waiver or,
beginning no sooner than January 1, 2020, or on the date the managed care health plans
and MSSP providers jointly satisfy the readiness criteria devel oped pursuant to
subparagraph (D) of paragraph (4) of subdivision (b) of Section 14186.3, whichever
is earlier, equivalent services._Notwithstanding any other law, this paragraph shall be
operative only through December 31, 2021.

(4) Skilled nursing facility services and subacute care services established under
subdivision (c) of Section 14132, including those services described in Sections 51511
and 51511.5 of Title 22 of the California Code of Regulations, regardless of whether
the serviceisincluded in the basic daily rate or billed separately, and any leave of
absence or bed hold provided consistent with Section 72520 of Title 22 of the California
Code of Regulations or the state plan. However, services provided by any category of
intermediate care facility for the developmentally disabled shall not be considered
long-term services and supports.

(d) “Home- and community-based services (HCBYS) plan benefits’ may include
in-home and out-of-home respite, nutritional assessment, counseling, and supplements,
minor home or environmental adaptations, habilitation, and other servicesthat may be
deemed necessary by the managed care health plan, including its care coordination
team. The department, in consultation with stakeholders, may determine whether health
plans shall be required to include these benefits in their scope of service, and may
establish guidelinesfor the scope, duration, and intensity of these benefits. The grievance
processfor these benefits shall be the same process as used for other benefits authorized
by managed care health plans, and shall comply with Section 14450, and Sections 1368
and 1368.1 of the Health and Safety Code.

(e) “Managed care health plan” means an individual, organization, or entity that
entersinto a contract with the department pursuant to Article 2.7 (commencing with
Section 14087.3), Article 2.8 (commencing with Section 14087.5), Article 2.81
(commencing with Section 14087.96), or Article 2.91 (commencing with Section
14089), of this chapter, or Chapter 8 (commencing with Section 14200). For purposes
of thisarticle, “managed care health plan” shall not include an individual, organization,
or entity that entersinto a contract with the department to provide services pursuant
to Chapter 8.75 (commencing with Section 14591) or the Senior Care Action Network.

(f) “Other health coverage” means health coverage providing the same full or
partial benefitsasthe Medi-Cal program, health coverage under another state or federal
medical care program except for the Medicare Program (Title XV 111 of the federa
Social Security Act (42 U.S.C. Sec. 1395 et seq.)), or health coverage under a
contractual or legal entitlement, including, but not limited to, a private group or
Indemnification insurance program.
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(g) “Recipient” means a Medi-Cal beneficiary eligible for In-Home Supportive
Services provided pursuant to Article 7 (commencing with Section 12300) of Chapter
3, and Sections 14132.95, 14132.952, and 14132.956.

(h) “ Stakeholder” shall include, but not be limited to, area agencies on aging
and independent living centers.

(1) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(j)_(2) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.

(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repealed.

SEC. 17. Section 14186.2 of the Welfare and Institutions Code is amended to

read:

14186.2. (@) (1) Not sooner than March 1, 2013, al Medi-Cal long-term services
and supports (LTSS) described in subdivision (c) of Section 14186.1 shall be services
that are covered under managed care health plan contracts and shall be available only
through managed care health plans to beneficiaries residing in Coordinated Care
Initiative counties, except for the exemptions provided for in subdivision (¢). The
director shall consult with the Legislature, CMS, and stakeholders when determining
the implementation date for this section. The department shall pay managed care health
plans using a capitation ratesetting methodology that pays for al Medi-Cal benefits
and services, including all LTSS, covered under the managed care health plan contract.
In order to receive any LTSS through Medi-Cal, Medi-Cal beneficiaries shall
mandatorily enroll inamanaged care health plan for the provision of Medi-Cal benefits.

(2) HCBS plan benefits may be covered servicesthat are provided under managed
care health plan contracts for beneficiaries residing in Coordinated Care Initiative
counties, except for the exemptions provided for in subdivision (c).

(3) Beneficiaries who are not mandatorily enrolled in a managed care health
plan pursuant to paragraph (15) of subdivision (b) of Section 14182 shall not be required
to receive LTSS through a managed care health plan.

(4) The transition of the provision of LTSS through managed care health plans
shall occur after the department obtains any federal approval sthrough necessary federal
waivers or amendments, or state plan amendments.

(5) Counties where LTSS are not covered through managed care health plans
shall not be subject to this article.

(6) Beneficiaries residing in counties not participating in the dual eligible
demonstration project pursuant to Section 14132.275 shall not be subject to thisarticle.

(b) (1) Theprovisionsof thisarticle shall be applicableto aMedi-Cal beneficiary
enrolled in a managed care health plan in a county where this article is effective.

(2) At thedirector’s sole discretion, in consultation with coordinating departments
and stakehol ders, the department may determine and implement a phased-in enrollment
approach that may include the addition of Medi-Cal long-term services and supports
in abeneficiary’s Medi-Cal managed care benefits immediately upon implementation
of this article in a specific county, over a 12-month period, or other phased approach,
but no sooner than March 1, 2013.
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(c) (1) The provisions of this article shall not apply to any of the following
individuals:

(A) Medi-Cal beneficiaries who meet any of the following and shall, therefore,
continueto receive any medically necessary Medi-Cal benefits, including LTSS, through
fee-for-service Medi-Cal:

(i) Except in counties with county organized health systems operating pursuant
to Article 2.8 (commencing with Section 14087.5), have other health coverage.

(i1) Recelve servicesthrough any state foster care program including the program
described in Article 5 (commencing with Section 11400) Chapter 2, unless the
beneficiary is already receiving services through a managed care health plan.

(iii) Arenot eigible for enrollment in managed care health plans for medically
necessary reasons determined by the department.

(iv) Reside in one of the Veterans' Homes of California, as described in Chapter
1 (commencing with Section 1010) of Division 5 of the Military and Veterans Code.

(B) Personsenrolled in the Program of All-Inclusive Carefor the Elderly (PACE)
pursuant to Chapter 8.75 (commencing with Section 14591), or a managed care
organization licensed under the Knox-Keene Health Care Service Plan Act of 1975
(Chapter 2.2 (commencing with Section 1340) of Division 2 of the Health and Safety
Code) that has previously contracted with the department as a primary care case
management plan pursuant to Article 2.9 (commencing with Section 14088) of Chapter
7 to provide servicesto beneficiarieswho are HIV positive or who have been diagnosed
with AIDS.

(C) Persons who are under 21 years of age.

(D) Other specific categories of beneficiaries specified by the department based
on extraordinary medical needs of specific patient groups or to meet federal
requirements, in consultation with stakeholders.

(2) Beneficiarieswho have been diagnosed with HIV/AIDS are not exempt from
mandatory enrollment, but may opt out of managed care enrollment at the beginning
of any month.

(d) Except in counties with county organized health systems operating pursuant
to Article 2.8 (commencing with Section 14087.5), the department or its enrollment
contractor shall notify a beneficiary who is required to receive Medi-Cal long-term
care services and supports through amanaged care plan and who is potentially eligible
for PACE that-he-er-she they may alternatively request to be assessed for eligibility
for PACE, and, if eligible, may enroll in PACE. The department or its enrollment
contractor shall not enroll a beneficiary who requests to be assessed for PACE in a
managed care plan until the earlier of 60 days or the time that-he-ersheisthey are
assessed and determined to be ineligible for a PACE plan, unless the beneficiary
subsequently chooses to enroll in a managed care plan. During the time that the
beneficiary is being assessed,-he-or-she they shall remain in fee-for-service Medi-Cal,
or, if applicable, the managed care plan in which-he-ersheis they are enrolled.

(e) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(f) (1) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.
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(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repealed.
SEC. 18. Section 14186.3 of the Welfare and I nstitutions Code is amended to

read:

14186.3. (a) (1) No sooner than July 1, 2012, Community-Based Adult Services
(CBAYS) shall be a Medi-Cal benefit covered under every managed care health plan
contract and available only through managed care health plans. Medi-Cal beneficiaries
who areeligiblefor CBASshall enroll inamanaged care health planin order to receive
those services, except for beneficiaries exempt under subdivision (c) of Section 14186.2
or in counties or geographic regions where Medi-Cal benefits are not covered through
managed care health plans. Notwithstanding subdivision (a) of Section 14186.2 and
pursuant to the provisions of an approved federal waiver or plan amendment, the
provision of CBAS as a Medi-Cal benefit through a managed care health plan shall
not be limited to Coordinated Care Initiative counties.

(2) Managed care health plans shall determine a member’s medical need for
CBAS using the assessment tool and eligibility criteria established pursuant to the
provisions of an approved federal waiver or amendments and shall approve the number
of days of attendance and monitor treatment plans of their members. Managed care
health plans shall reauthorize CBAS in compliance with criteria established pursuant
to the provisions of the approved federal waiver or amendment requirements.

(3) CBA S shall be delivered in accordance with applicable state and federal law
including, but not limited to, the federal Home and Community-Based Settings
regul ations described in Sections 441.301(c)(4). 441.530(a)(1). and 441.710(a)(1) of
Title 42 of the Code of Federal Regulations, and related subregulatory guidance and
any amendment issued thereto.

(4) Commencing January 1, 2022, subject to subdivision (f) of Section 14184.102,
CBAS shall continue to be available as aMedi-Cal benefit only through managed care
health plans in accordance with subdivision (f) of Section 14184.201.

(b) (1) Beginning in the 2012 calendar year, managed care health plans shall
collaborate with M SSP providersto begin development of an integrated, person-centered
care management and care coordination model and explore how the MSSP program
model may be adapted to managed care while maintaining the efficacy of the MSSP
model. The California Department of Aging and the department shall work with the
M SSP site association and managed care health plans to develop a template contract
to be used by managed care health plans contracting with MSSP sitesin Coordinated
Care Initiative counties.

(2) Notwithstanding the implementation date authorized in paragraph (1) of
subdivision (a) of Section 14186.2, no later than December 31, 2017, or on the date
the managed care health plansand M SSP providersjointly satisfy thereadinesscriteria
developed pursuant to subparagraph (D) of paragraph (4), whichever is earlier:

(A) Multipurpose Senior Services Program (M SSP) servicesshall beaMedi-Cal
benefit available only through managed care health plans, except for beneficiaries
exempt under subdivision (c) of Section 14186.2 in Coordinated Care Initiative counties.

(B) Managed care health plans shall contract with al county and nonprofit
organi zationsthat are designated providers of M SSP servicesfor the provision of MSSP
case management and waiver services. These contracts shall provide for all of the
following:

210885878188BI LL



02/16/21 10:16 AM
78188 RN 21 08858 PAGE 75

(i) Managed care health plans shall allocate to the M SSP providers the same
level of funding they would have otherwise received under their M SSP contract with
the California Department of Aging.

(i1) MSSP providers shall continue to meet al existing federal waiver standards
and program requirements, which include maintaining the contracted service levels.

(iif) Managed care plansand M SSP providers shall share confidential beneficiary
data with one another, as necessary to implement the provisions of this section.

(C) The California Department of Aging shall continue to contract with all
designated M SSP sites, including thosein the counties participating in the demonstration
project, and perform M SSP waiver oversight and monitoring.

(D) The Cdlifornia Department of Aging and the department, in consultation
with MSSP providers, managed care health plans, and stakeholders, shall develop
servicefee structures, services, and person-centered care coordination model sthat shall
be effective June 2013, for the provision of care coordination and home- and
community-based services to beneficiaries who are enrolled in managed care health
plans but not enrolled in M SSP, and who may have care coordination and service needs
that are similar to M SSP participants. The service feesfor MSSP providers and MSSP
services for any additional beneficiaries and additional services for existing MSSP
beneficiaries shall be based upon, and consistent with, the rates and services delivered
in MSSP.

(3) In the 2014 calendar year, the provisions of paragraph (2) shall continue. In
addition, managed care health plans shall work in collaboration with M SSP providers
to begin development of an integrated, person-centered care management and care
coordination model that works within the context of managed care and explore which
portions of the MSSP program model may be adapted to managed care while
maintaining the integrity and efficacy of the M SSP model.

(4) (A) No sooner than December 31, 2019, or on the date the managed care
health plansand M SSP providersjointly satisfy the readiness criteria devel oped pursuant
to subparagraph (D) of this paragraph, whichever is earlier, MSSP servicesin
Coordinated Care Initiative counties shall transition from afederal waiver pursuant to
Section 1915(c) under the federal Social Security Act (42 U.S.C. Sec. 1396n(c)) to a
benefit administered and allocated by managed care health plans.

(B) No later than January 1, 2014, the department, in consultation with the
California Department of Aging and the Department of Managed Health Care, and
with stakeholder input, shall submit atransition plan to the L egislature to describe how
subparagraph (A) shall be implemented. The plan shall incorporate the principles of
the M SSP in the managed care benefit, and shall include provisionsto ensure seamless
transitions and continuity of care. Managed care health plans shall, in partnership with
local MSSP providers, conduct alocal stakeholder processto devel op recommendations
that the department shall consider when devel oping the transition plan.

(C) No later than 90 days prior to implementation of subparagraph (A), the
department, in consultation with the CaliforniaDepartment of Aging and the Department
of Managed Health Care, and with stakeholder input, shall submit a transition plan to
the Legislature that includes steps to address concerns, if any, raised by stakeholders
subsequent to the plan devel oped pursuant to subparagraph (B).

(D) Before MSSP services transition to a benefit administered and allocated by
managed care health plans pursuant to subparagraph (A) of paragraph (2), the California

210885878188BI LL



02/16/21 10:16 AM
78188 RN 21 08858 PAGE 76

Department of Aging and the department, in consultation with MSSP providers,
managed care health plans, and stakeholders, shall develop readiness criteriafor the
transition. The readiness criteria shall include, but are not limited to, the mutual
agreement of the affected managed care health plans and M SSP providers to the
transition date. The department shall evaluate the readiness of the managed care health
plans and M SSP providers to commence the transition of M SSP services to managed
care health plans.

(E) At least 30 days before the M SSP servicestransition to abenefit administered
and allocated by managed care health plansin Coordinated Care Initiative counties,
the department shall notify the appropriate policy and fiscal committees of the
Legidature of itsintent to transition the M SSP services to managed care health plans.

(5) Notwithstanding any other law, this subdivision shall be operative only
through December 31, 2021.

(c) (1) Not sooner than March 1, 2013, or on the date that any necessary federal
approvals or waivers are obtained, whichever is later, nursing facility services and
subacute facility services shall be Medi-Cal benefits available only through managed
care health plans.

(2) Managed care health plans shall authorize utilization of nursing facility
servicesor subacutefacility servicesfor their members when medically necessary. The
managed care health plan shall maintain the standards for determining levels of care
and authorization of servicesfor both Medicare and Medi-Cal servicesthat are cons stent
with policies established by the federal Centers for Medicare and Medicaid Services
and consistent with the criteria for authorization of Medi-Cal services specified in
Section 51003 of Title 22 of the California Code of Regulations, which includes
utilization of the “Manual of Criteriafor Medi-Cal Authorization,” published by the
department in January 1982, last revised April 11, 2011.

(3) The managed care health plan shall maintain continuity of care for
beneficiaries by recognizing any prior treatment authorization made by the department
for not less than six months following enrollment of abeneficiary into the health plan.

(4) When amanaged care health plan has authorized servicesin afacility and
there is a change in the beneficiary’s condition under which the facility determines
that the facility may no longer meet the needs of the beneficiary, the beneficiary’s
health has improved sufficiently so the resident no longer needs the services provided
by the facility, or the health or safety of individualsin thefacility is endangered by the
beneficiary, the managed care health plan shall arrange and coordinate a discharge of
the beneficiary and continue to pay the facility the applicable rate until the beneficiary
is successfully discharged and transitioned into an appropriate setting.

(5) The managed care health plan shall pay providers, including institutional
providers, in accordance with the prompt payment provisions contained in each health
plan’s contracts with the department, including the ability to accept and pay electronic
claims.

(d) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(e) (1) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.
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(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repealed.
SEC. 19. Section 14186.4 of the Welfare and I nstitutions Code is amended to

read:

14186.4. (a) Thisarticle shall be implemented only to the extent that all
necessary federal approvals and waivers have been obtained and only if and to the
extent that federal financial participation is available.

(b) Toimplement thisarticle, the department may contract with public or private
entities. Contracts, or amendments to current contracts, entered into under this article
may be on a noncompetitive bid basis and shall be exempt from all of the following:

(1) Part 2 (commencing with Section 10100) of Division 2 of the Public Contract
Code and any policies, procedures, or regulations authorized by that part.

(2) Article 4 (commencing with Section 19130) of Chapter 5 of Part 2 of Division
5 of Title 2 of the Government Code.

(3) Review or approval of contracts by the Department of General Services.

(4) Review or approval of feasibility study reports and the requirements of
Sections 4819.35 to 4819.37, inclusive, and Sections 4920 to 4928, inclusive, of the
State Administrative Manual .

(c) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1 of
Division 3 of Title 2 of the Government Code, the department and State Department
of Social Services may implement, interpret, or make specific this section by means
of all-county letters, plan letters, plan or provider bulletins, or similar instructions,
without taking regulatory action. Prior to issuing any letter or ssimilar instrument
authorized pursuant to this section, the departments shall notify and consult with
stakeholders, including beneficiaries, providers, area agencies on aging, independent
living centers, and advocates.

(d) Beginning July 1, 2012, the department shall provide thefiscal and appropriate
policy committees of the L egislature with acopy of any report submitted to the federal
Centersfor Medicare and Medicaid Services (CMYS) that isrequired under an approved
federal waiver or waiver amendments or any state plan amendment for any long-term
services and supports.

(e) Thedepartment shall enter into an interagency agreement with the Department
of Managed Health Care to perform some or all of the department’s oversight and
readiness review activities specified in this article. These activities may include
providing consumer assistance to beneficiaries affected by this article, and conducting
financial audits, medical surveys, and areview of the provider networks of the managed
care health plans participating in this article. The interagency agreement shall be
updated, as necessary, on an annual basisin order to maintain functional clarity
regarding the roles and responsibilities of the Department of Managed Health Care
and the department. The department shall not delegate its authority as the single state
Medicaid agency under this article to the Department of Managed Health Care.
Notwithstanding any law, this subdivision shall be operative only through June 30,
2017.

(f) (1) Beginning with the May Revision to the 2013-14 Governor’s Budget,
and annually thereafter, the department shall report to the L egis ature on the enrollment
status, quality measures, and state costs of the actions taken pursuant to this article.
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(2) (A) By January 1, 2013, or as soon thereafter as practicable, the department
shall develop, in consultation with CM S and stakeholders, quality and fiscal measures
for managed care health plans to reflect the short- and long-term results of the
implementation of this article. The department shall also develop quality thresholds
and milestones for these measures. The department shall update these measures
periodically to reflect changes in this program due to implementation factors and the
structure and design of the benefits and services being coordinated by the health plans.

(B) The department shall require managed care health plans to submit Medicare
and Medi-Cal datato determine the results of these measures. If the department finds
that a health plan is noncompliant with one or more of the measures set forth in this
section, the health plan shall submit, within 60 days, a corrective action plan to the
department for approval. The corrective action plan shall include, at a minimum, steps
that the health plan shall take to improve its performance based on the standard or
standards with which the health plan is out of compliance. The corrective action plan
shall establish interim benchmarks for improvement that shall be expected to be met
by the health plan in order to avoid a sanction pursuant to Section 14197.7. This
paragraph does not limit the application of Section 14197.7.

(C) The department shall publish the results of these measures, including via
posting on the department’s internet website, on a quarterly basis.

(g9) Notwithstanding subdivisions (c) and (d) of Section 34 of Chapter 37 of the
Statutes of 2013, this section shall not be made inoperative as aresult of any
determination made by the Director of Finance pursuant to Section 34 of Chapter 37
of the Statutes of 2013.

(h) (1) Notwithstanding any other law, this section shall remain operative only
through December 31, 2022.

(2) This section shall remain in effect only until January 1, 2025, and as of that
date is repeal ed.

SEC. 20. Section 14197.4 of the Welfare and Institutions Code is amended to
read:

14197.4. (a) The Legidature finds and declares al of the following:

(1) Designated public hospital systems play an essential role in the Medi-Cal
program, providing high-quality care to a disproportionate number of low-income
Medi-Cal and uninsured populationsin the state. Because Medi-Cal covers
approximately one-third of the state’s population, the strength of these essential public
health care systems s of critical importance to the health and welfare of the people of
Cdlifornia.

(2) Designated public hospital systems provide comprehensive health care
services to low-income patients and lifesaving trauma, burn, and disaster-response
services for entire communities, and train the next generation of doctors and other
health care professionals, such as nurses and paramedical professionals, who are critical
to new team-based care models that achieve more efficient and patient-centered care.

(3) The Legidatureintendsto continueto provide levels of support for designated
public hospital systemsinlight of their reliance on Medi-Cal funding to provide quality
care to everyone, regardless of insurance status, ability to pay, or other circumstance,
the significant proportion of Medi-Cal services provided under managed care by these
public hospital systems, and new federal requirements related to Medicaid managed
care.
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(4) It istheintent of the Legidlature that Medi-Cal managed care plans and
designated public hospital systems that may enter into contracts to provide services
for Medi-Cal beneficiaries shall in good faith negotiate for, and implement, contract
rates, the provision and arrangement of services and member assignment that are
sufficient to ensure continued participation by Medi-Cal managed care plans and
designated public hospital systems and to maintain accessto services for Medi-Cal
managed care beneficiaries and other low-income patients.

(5) It istheintent of the Legidlature that, in order to ensure both the financial
viahility of Medi-Ca managed care plans and support the participation of designated
public hospital systemsin Medi-Cal managed care, the department shall provide
Medi-Cal managed care plans actuarially sound rates reflecting the directed contract
services payments implemented to comply with the new federal requirementsrelating
to Medicaid managed care.

(b) Commencing with the 2017-18 state fiscal year, and for each state fiscal
year_or rate year, as applicable, thereafter, and notwithstanding any other law, the
department shall require each Medi-Cal managed care plan to increase contract services
payments to the designated public hospital systems by amounts determined under a
directed payment methodology that meets federal requirements and as described in
thissubdivision. The directed payments may be determined and applied as distributions
from directed payment pools, as a uniform percentage increase, or other basis, and
may incorporate acuity adjustments or other factors.

(1) Thedirected payments may separately account for inpatient hospital services
and noninpatient hospital services. The directed payments shall be developed and
applied separately for classes of designated public hospital systems. The department,
in consultation with the designated public hospital systems, shall establish the classes
of designated public hospital systems consistent with the objectives set forth in
subdivisions () and (d) and that take into account differences in services provided,
service delivery systems, and in the level of risk assumed from managed care plans.
The factors to be considered shall include, but are not limited to, operation by the
University of California, designated public hospital systems comprised of multiple
acute care hospitals, level 1 or level 2 trauma designation, and the assumption of risk
for the provision of inpatient hospital services.

(2) To the extent permitted by federal law and to meet the objectives identified
in subdivisions (a) and (d), the department shall develop and implement the directed
payment program in consultation with designated public hospital systemsor Medi-Cal
managed care plans, or both, as follows:

(A) Thedepartment, in consultation with the designated public hospital systems,
shall annually determine on a prospective basis the aggregate amount of payments that
will be directed to each class of designated public hospital systems pursuant to this
subdivision and the classification of each designated public hospital system. Once the
department determines the classification for each designated public hospital system
for aparticular state fiscal_year or rate year, that classification shall not be eligible to
change until no sooner than the subsequent-statefiseal year. For state fiscal years or
rate years following the 2017-18 state fiscal year, the aggregate amounts of payments
to aclass of designated public hospital systems shall account for trend adjustments to
the aggregate amounts available during the prior-state-fiseal year, subject to any
modificationsto account for changesin the classification of designated public hospital
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systems, changes required by federal law, changes to account for the size of the
payments made pursuant to subdivision (c), or other material changes.

(B) The department, in consultation with the designated public hospital systems,
shall develop the methodologies for determining the required directed payments for
each designated public hospital system.

(C) To the extent necessary to meet the objectives identified in subdivisions (a)
and (d) or to comply with federal requirements, the department may, in consultation
with the designated public hospital systems, adjust or modify the amounts of the
aggregate directed payments for any class of designated public hospital systems, the
method for determining the distribution of the directed payment amounts within any
class of designated public hospital systems, and may modify, consolidate, or subdivide
the classes of designated public hospital systems established pursuant to paragraph
(2).

(D) After the aggregate amounts and the distribution methodology of directed
payments for each designated public hospital system class have been established, the
department shall consult with the designated public hospital systems and each affected
Medi-Cal managed care plan with regard to the impact on the Medi-Cal managed care
plan capitation ratesetting process and implementation of the directed payment
requirements, including applicable interim and final payment processes, to ensure that
100 percent of the aggregate amounts are paid to the applicable designated public
hospital system.

(3) The required directed payment amounts shall be paid by the Medi-Cal
managed care plans as adjustments, in aform and manner specified by the department,
to the total amounts of contract services payments otherwise paid to the designated
public hospital systems.

(4) The directed payments required under this subdivision shall be implemented
and documented by each Medi-Cal managed care plan and designated public hospital
system in accordance with all of the following parameters and any guidance issued by
the department:

(A) A Medi-Ca managed care plan and the designated public hospital systems
shall determine the manner, timing, and amount of payment for contract services,
including through fee-for-service, capitation, or other permissible manner. The rates
of payment for contract services agreed upon by the Medi-Cal managed care plan and
the designated public hospital system shall be established and documented without
regard to the directed payments and quality incentive payments required by this section.

(B) The required directed payment enhancements provided pursuant to this
subdivision shall not supplant amounts that would otherwise be payable by aMedi-Cal
managed care plan to adesignated public hospital system for an applicable state fiscal
year or rate year, and the M edi-Cal managed care plan shall not impose afeeor retention
amount that would result in adirect or indirect reduction to the amounts required under
this subdivision.

(C) A contract between a Medi-Cal managed care plan and a designated public
hospital system shall not be terminated by either party for the specific purpose of
circumventing or otherwise impacting the payment obligations implemented pursuant
to this subdivision.

(D) In the event a Medi-Cal managed care plan subcontracts or delegates
responsibility to a separate entity for either or both the arrangement or payment of
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services, the Medi-Ca managed care plan shall be responsiblefor paying the designated
public hospital system the directed payment described in this subdivision with respect
to the servicesit provides that are covered by that arrangement. The designated public
hospital system and the applicable subcontractor or delegated entity shall work together
with the Medi-Cal managed care plan to provide theinformation necessary to facilitate
the Medi-Cal managed care plan’s compliance with the payment requirements under
this subdivision.

(5) Each state fiscal year, aMedi-Ca managed care plan shall provide to the
department, at the times and in the form and manner specified by the department, an
accounting of amounts paid or payable to the designated public hospital systems it
contracts with, including both contract rates and the directed payments, to demonstrate
compliance with this subdivision. To the extent the department determines that a
Medi-Cal managed care plan is not in compliance with the requirements of this
subdivision, or isotherwise circumventing the purposesthereof, to the material detriment
of an applicable designated public hospital system, the department may, after providing
notice of its determination to the affected Medi-Cal managed care plan and allowing
areasonable period for the Medi-Ca managed care plan to cure the specified
deficiencies, reduce the default assignment into the Medi-Cal managed care plan with
respect to all Medi-Cal managed care beneficiaries by up to 25 percent in the applicable
county, so long as the other Medi-Cal managed care plan or Medi-Cal managed care
plansin the applicable county have the capacity to receive the additional default
membership. The department’s determination whether to exercise discretion under this
paragraph shall not be subject to judicial review, except that aMedi-Cal managed care
plan that has its default assignment reduced pursuant to this paragraph may bring a
writ of mandate under Section 1085 of the Code of Civil Procedureto rectify an abuse
of discretion by the department under this paragraph. Nothing in this paragraph shall
be construed to preclude or otherwise limit the right of any Medi-Cal managed care
plan or designated public hospital system to pursue a breach of contract action, or any
other available remedy as appropriate, in connection with the requirements of this
subdivision.

(6) Capitation rates paid by the department to a Medi-Cal managed care plan
shall be actuarially sound and account for the Medi-Ca managed care plan’s obligation
to pay the directed payments to designated public hospital systemsin accordance with
this subdivision. The department may require Medi-Cal managed care plans and the
designated public hospital systemsto submit information regarding contract rates and
expected or actual utilization of services, at the times and in the form and manner
specified by the department. To the extent consistent with federal law and actuarial
standards of practice, the department shall utilize the most recently available data and
reasonabl e projections, as determined by the department, when accounting for the
directed payments required under this subdivision, and shall account for additional
clinics, practices, or other health care providers added to a designated public hospital
system. In implementing the requirements of this section, including the Medi-Cal
managed care plan ratesetting process, the department may additionally account for
material adjustments, as appropriate under federal law and actuarial standards, as
described above, and as determined by the department, to contracts entered into between
aMedi-Cal managed care plan or applicable subcontracted or delegated entity and a
designated public hospital system.
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(c) Commencing with the 2017-18 state fiscal-year;_year for designated public
hospital systems, and commencing with the 202021 state fiscal year for district and
municipal public hospitals, and for each state fiscal year_or rate year, as applicable,
thereafter, the department, in consultation with the designated public hospital-systems
systems, district and municipal public hospitals, and applicable Medi-Cal managed
care plans,_as applicable, shall establish_and implement a program_or programs under
which adesignated public hospital system or adistrict and municipal public hospital
may earn performance-based quality incentive payments from the Medi-Cal managed
care plan they contract with in accordance with this subdivision.

(1) Payments shall be earned by each designated public hospital system based
on its performance in achieving identified targets for quality of care.

(A) The department, in consultation with the designated public hospital systems
and applicable Medi-Cal managed care plans, shall establish and provide amethod for
updating uniform performance measures for the performance-based quality incentive
payment program and parameters for the designated public hospital systems to select
the applicable measures. The performance measures shall advance at |east one goal
identified in the state’s Medicaid quality strategy.-Measudres Through and until June
30, 2020, performance measures pursuant to this subdivision shall not duplicate
measures utilized in the PRIME program established pursuant to Section 14184.50.

(B) Each designated public hospital system shall submit reportsto the department
containing information required to evaluate its performance on all applicable
performance measures, at the times and in the form and manner specified by the
department. A Medi-Cal managed care plan shall assist a designated public hospital
system in collecting_and distributing information necessary for these reports.

(2) Thedepartment, in consultation with each designated public hospital system,
shall determine a maximum amount that each class established pursuant to paragraph
(2) of subdivision (b) may earn in quality incentive payments for the state fiscal year.

(3) The department shall cal culate the amount earned by each designated public
hospital system based on its performance score established pursuant to paragraph (1).

(A) Thisamount shall be paid to the designated public hospital system by each
of its contracted Medi-Ca managed care plans. If a designated public hospital system
contracts with multiple Medi-Cal managed care plans, the department shall identify
each Medi-Cal managed care plan’s proportionate amount of the designated public
hospital system’s payment. The timing and amount of the distributions and any related
reporting requirements for interim payments shall be established and agreed to by the
designated public hospital system and each of the applicable Medi-Cal managed care
plans.

(B) A contract between a Medi-Cal managed care plan and designated public
hospital system shall not be terminated by either party for the specific purpose of
circumventing or otherwise impacting the payment obligations implemented pursuant
to this subdivision.

(C) Each Medi-Ca managed care plan shall be responsible for payment of the
guality incentive payments described in this subdivision, subject to funding by the
department pursuant to paragraph-4y._(5).

(4) Commencing with the 202021 state fiscal year, payments under this
paragraph shall be earned by a district and municipal public hospital based on its
performance in achieving identified targets for quality of care.
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(A) Thedepartment, in consultation with district and municipal public hospitals,
shall establish aclass of district and municipal public hospitals, or multiple classes to
the extent federal approval isavailable, for purposes of payments under this paragraph.

(B) The department, in consultation with district and municipal public hospitals,
shall determine a maximum amount that the class, or classes, of district and municipal
hospitals established pursuant to subparagraph (A) may earn in quality incentive
payments for an applicable state fiscal year.

(C) The department, in consultation with district and municipal public hospitals
and applicable M edi-Cal managed care plans, shall establish and provide amethod for
updating uniform performance measures for the performance-based quality incentive
payments and parameters for district and municipal public hospitals to select the
applicable measures. The performance measures shall advance at |east one goal
identified in the state’'s Medicaid quality strateqy.

(D) Each district and municipal public hospital shall submit reports to the
department containing information required to evaluate its performance on all applicable
performance measures, at the time and in the form and manner specified by the
department. A Medi-Cal managed care plan shall assist adistrict and municipal public
hospital in collecting and distributing information necessary for these reports.

(E) The department shall calcul ate the amount earned by each district and
municipa public hospital based on its performance score established pursuant to
subparagraphs (C) and (D). This amount shall be paid to the district and municipal
public hospital by each of its contracted M edi-Cal managed care plans. If adistrict and
municipal public hospital contracts with multiple Medi-Cal managed care plans, the
department shall identify each Medi-Cal managed care plan’s proportionate amount
of the district and municipal public hospital’s payment. The timing and amount of the
distributions and any related reporting requirements for interim payments shall be
established and agreed to by the district and municipal public hospital and each of the
applicable Medi-Cal managed care plans.

(F) A contract between a M edi-Cal managed care plan and district and municipal
public hospital shall not be terminated by either party for the specific purpose of
circumventing or otherwise impacting the payment obligations implemented pursuant
to this paragraph.

(G) Each Medi-Cal managed care plan shall be responsible for payment of the
uality incentive payments described in this paragraph, subject to funding by the
epartment pursuant to paragraph (5).

(@]

(@]

4

(5) The department shall provide appropriate funding to each Medi-Ca managed
care plan, to account for and to enable them to make the quality incentive payments
described in this subdivision, through theincorporation into actuarially sound capitation
rates or any other federally permissible method. The amounts designated by the
department for the quality incentive payments made pursuant to this subdivision shall
be reserved for the purposes of the performance-based quality incentive payment
program.

(d) (1) In determining the amount of the required directed payments described
in paragraph (2) of subdivision (b), and the aggregate size of the quality incentive
payment program described in paragraph (2) of subdivision (c), the department shall
consult with designated public hospital systemsto establish levels for these payments

210885878188BI LL



02/16/21 10:16 AM
78188 RN 21 08858 PAGE 84

that, in combination with one another, are projected to result in aggregate payments
that will advance the quality and access objectives reflected in prior payment
enhancement mechanisms for designated public hospital systems. To the extent
necessary to meet these objectives or to comply with any federal requirements, the
department may, in consultation with the designated public hospital systems, adjust or
modify either or both the directed payments or quality incentive payment program.
Once these payment levels are established, the department shall consult with the
designated public hospital systems and the Medi-Ca managed care plansin the
development of the Medi-Ca managed care rates needed for the directed payments
and the structure of the quality incentive payment program.

(2) (A) For the 201718 state fiscal year, the department shall, as soon as
practicable after receipt of necessary federal approvals pursuant to paragraph (1) of
subdivision (g), provide written notice of the directed payment and quality incentive
payment amounts established pursuant to this section. A Medi-Ca managed careplan’s
obligation to pay the directed payments and quality incentive payments required under
subdivisions (b) and (c), respectively, to a designated public hospital system for the
2017-18 state fiscal year shall be contingent on the receipt of the written notice
described in this subparagraph.

(B) For each annual determination, commencing with the 2018-19 state fiscal
year and each state fiscal year_or rate year thereafter, the department shall provide
written notice, as soon as practicable, to each affected Medi-Ca managed careptan
and plan, designated public hospital-system system, and, commencing with the 202021
state fiscal year, each district and municipal public hospital of the applicable Medi-Cal
managed care plan’sdirected payment amounts, the classification of designated public
hospital-systems; systems and district and municipal public hospitals, as applicable,
guality incentive payment amounts, and any other information deemed necessary for
the Medi-Ca managed care plan to fulfill its payment obligations under subdivisions
(b) and (c), as applicable, for the subject state fiscal year. If the modification of either
or both directed payment amounts or quality incentive payment amounts is necessary
after receipt of the written notification, the department shall notify the Medi-Cal
managed careptan-and_plan, designated public hospital-system_system, and district
and municipal public hospital, as applicable, in writing of the revised amounts prior
to implementation of the revised amounts.

(e) (1) Theprovisions of paragraphs (3), (4), and (5) of subdivision (a), paragraphs
(3) and (4) of-subdivisiens{b)-and subdivision (b), paragraphs (3) and (5) of subdivision
(c), and paragraph (2) of subdivision (d) shall be deemed incorporated into each contract
between a designated public hospital system and a Medi-Ca managed care plan, and
Its subcontractor or designee, as applicable, and any claim for breach of those provisions
may be brought by the designated public hospital system or the Medi-Cal managed
care plan directly in acourt of competent jurisdiction.

(2) Commencing with the 202021 state fiscal year, the provisions of paragraph
(4) of subdivision (c) and paragraph (2) of subdivision (d) shall be deemed incorporated
into each contract between a district and municipal hospital and a Medi-Cal managed
care plan, and its subcontractor or designee, as applicable, and any claim for breach
of those provisions may be brought by the district and municipal public hospital or the
Medi-Cal managed care plan directly in a court of competent jurisdiction.
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(f) (1) The nonfederal share of the portion of the capitation rates specifically
associated with directed paymentsto designated public hospital systemsrequired under
subdivision (b) and for the quality incentive payments established pursuant to
subdivision<€)_(c), or associated with quality incentive payments to district and
municipal public hospital systems pursuant to paragraph (4) of subdivision (c), may
consist of voluntary intergovernmental transfers of funds provided by designated public
hospitals or district and municipal public hospitals and their affiliated governmental
entities, or other public entities, pursuant to Section 14164. Upon providing any
intergovernmental transfer of funds, each transferring entity shall certify that the
transferred funds qualify for federa financia participation pursuant to applicable
federal Medicaid laws, and in the form and manner specified by the department. Any
intergovernmental transfer of funds made pursuant to this section shall be considered
voluntary for purposes of al federal laws. Notwithstanding any other law, the
department shall not assess the fee described in subdivision (d) of Section 14301.4 or
any other similar fee.

(2) (A) When applicable for voluntary intergovernmental transfers described in
paragraph (1), the department, in consultation with the designated public hospital
systems, shall develop and maintain a protocol to determine the available funding for
the nonfederal share associated with payments for each applicable state fiscal year
pursuant to this section. The protocol developed and maintained pursuant to this
paragraph shall account for any applicable contributions made by public entitiesto the
nonfederal share of Medi-Cal managed care expenditures, including, but not limited
to, contributions previously made by those specific public entities for the 2015-16
state fiscal year pursuant to Section 14182.15 or 14199.2, but excluding any
contributions made pursuant to Sections 14301.4 and 14301.5. Nothing in this section
shall be construed to limit or otherwise alter any existing authority of the department
to accept intergovernmental transfers for purposes of funding the nonfederal share of
Medi-Cal managed care expenditures.

(B) When applicable for voluntary intergovernmental transfers described in
paragraph (1) that are associated with quality incentive payments to district and
municipal public hospital systems, the department, in consultation with district and
municipal public hospital systems, shall develop and maintain a protocol to determine
the available funding for the nonfederal share associated with payments for each
applicable state fiscal year pursuant to paragraph (4) of subdivision (c). Nothingin this
section shall be construed to limit or otherwise alter any existing authority of the
department to accept intergovernmental transfersfor purposes of funding the nonfederal
share of Medi-Cal managed care expenditures.

(9) (1) This section shall be implemented only to the extent that any necessary
federal approvals are obtained and federal financial participation is available and is
not otherwise jeopardized.

(2) For any state fiscal year in which this section isimplemented, in whole or in
part, and notwithstanding any other law, the department or a Medi-Cal managed care
plan shall not be required to make any payment pursuant to Section 14182.15, 14199.2,
or 14301.5. Nothing in this section shall be construed to preclude or otherwise impose
limitations on payment amounts or arrangements that may be negotiated and agreed
to between the relevant parties, including, but not limited to, the continuation of existing
or the creation of new quality incentive or pay-for-performance programsin addition
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to the quality incentive payment program described in subdivision (c) and contract
services payments that may be in excess of the directed payment amounts required
under subdivision (b).

(h) (1) The department shall seek any necessary federal approvalsfor the directed
payments and the quality incentive payments set forth in this section.

(2) The department shall consult with the designated public hospital systems
with regard to the devel opment of the directed payment level sard established pursuant
to subdivision (b) of this section, with designated public hospital systems and district
and municipal public hospitalswith regard to the size of the quality incentive payments
established pursuant to_subdivision (c) of this section, and shall consult with-beth-the
designated public hospital-systems systems, district and municipal hospitals, and
Medi-Cal managed care plans with regards to the implementation of payments under
this section.

(3) The director, after consultation with the designated public hospital systems
and Medi-Ca managed care plans, may modify the requirements set forth in this section
to the extent necessary to meet federal requirements or to maximize available federal
financia participation. In the event federal approval is only available with significant
limitations or modifications, or in the event of changesto thefederal Medicaid program
that result in aloss of funding currently available to the designated public hospital
systems; systems or to the district and municipal public hospitals, the department shall
consult with the designated public hospitals system, the district and municipal public
hospital, and Medi-Cal managed careptans plans, as applicable, to consider alternative
methodol ogies.

(i) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1 of
Division 3 of Title 2 of the Government Code, the department may implement, interpret,
or make specific this section by means of all-county letters, plan letters, provider
bulletins, or other similar instructions, without taking regulatory action. The department
shall make use of appropriate processes to ensure that affected designated public
hospital-systems systems, the district and municipal public hospitals, and Medi-Cal
managed care-plans plans, as applicable, are timely informed of, and have access to,
applicable guidance issued pursuant to this authority, and that this guidance remains
publicly available until all payments made pursuant to this section are finalized.

() (1) Fhtsseetion(A) Directed payments and quality incentive payments to
designated public hospital systems pursuant to subdivisions (b) and (c) shall ceaseto
be operative on the first day of the state fiscal year beginning on or after the date the
department determines, after consultation with the designated public hospital systems,
that implementation of this section is no longer financially and programmatically
supportive of the Medi-Cal program. This determination shall be based solely on both
of the following factors:

(i) The projected amount of nonfederal share funds available isinsufficient to
support implementation of-this-seetion_the payments to designated public hospital
systems pursuant to subdivisions (b) and (c) in the subject state fiscal year or rate year.

B}

(ii) The degreeto which the payment arrangementsfor designated public hospital
systems will no longer materially advance the goals and objectives reflected in this
section and in the department’s managed care quality strategy drafted and implemented
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pursuant to Section 438.340 of Title 42 of the Code of Federal Regulationsin the
subject state fiscal_year or rate year.

2)

(B) In making its determination, the department shall consider al reasonable
options for mitigating the circumstances set forth inparagraph-(2);_ subparagraph (A),
including, but not limited to, optionsfor curing projected funding shortfalls and options
for program revisions and strategy updates to better coordinate payment requirements
with the goals and objectives of this section and the managed care quality strategy.

3)

(C) The department shall post notice of the determination on itstaternet\Web
site; internet website, and shall provide written notice of the determination to the
Secretary of State, the Secretary of the Senate, the Chief Clerk of the Assembly, and
the Legidative Counsel.

(2) (A) Quality incentive payments to district and municipal public hospitals
pursuant to subdivision (c) shall ceaseto be operative on thefirst day of the state fiscal
year beginning on or after the date the department determines, after consultation with
the district and municipal public hospitals, that implementation of this section is no
longer financially and programmatically supportive of the Medi-Cal program. This
determination shall be based solely on both of the following factors:

(i) The projected amount of nonfederal share funds available is insufficient to
support implementation of the quality incentive payments to district and municipal
hospitals pursuant to subdivision (€) in the subject state fiscal year or rate year.

(ii) The degree to which the payment arrangement for district and municipal
hospitals will no longer materially advance the goals and objectives reflected in this
section and in the department’s managed care quality strategy drafted and implemented
pursuant to Section 438.340 of Title 42 of the Code of Federal Regulationsin the
subject state fiscal year or rate year.

(B) In making its determination, the department shall consider all reasonable
options for mitigating the circumstances set forth in subparagraph (A), including, but
not limited to, optionsfor curing projected funding shortfalls and options for program
revisions and strategy updatesto better coordinate payment requirementswith the goals
and objectives of this section and the managed care quality strategy.

(3) (C) The department shall post notice of the determination on its internet
website, and shall provide written notice of the determination to the Secretary of State,
the Secretary of the Senate, the Chief Clerk of the Assembly, and the L egislative
Counsel.

(k) The department, in consultation with the designated public hospital systems
and the Medi-Cal managed care plans, shall provide the Legislature with the federally
approved evaluation plan required in Section 438.6(c)(2)(i)(D) of Title 42 of the Code
of Federal Regulations to measure the degree to which the payments authorized under
this section advance at | east one of the goals and objectives of the department’s managed
care quality strategy. The department, in consultation with the designated public hospital
systems and the Medi-Cal managed care plans, shall report to the Legidature theresults
of this evaluation once the department determines that the evaluation is finalized and
complete according to the terms of any applicable federal approval and no earlier than
January 1, 2021.
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() (1) The department may, after consultation with the designated public hospital
Systems systems, the district and municipal public hospitals, and Medi-Cal managed
care plans,_as applicable, exclude certain Medi-Cal managed care enrollee categories
of aid, or subcategories thereof, or certain categories of medical assistance provided
under aMedi-Ca managed care plan, or subcategories thereof, from the definition of
“contract services payments’ for purposes of the directed payment requirements
described in subdivision (b).

(2) The department shall seek federal approval to implement this subdivision.

(m) For purposes of this section, the following definitions apply:

(1) “Contract services payments’ means the amount paid or payableto a
designated public hospital system, including amounts paid or payable under
fee-for-service, capitation amounts prior to any adjustments for service payment
withholds or deductions, or payments made on any other basis, under anetwork provider
contract with aMedi-Cal managed care plan for medically necessary and covered
services, drugs, supplies, or other items provided to an eligible Medi-Cal beneficiary
enrolled in the Medi-Cal managed care plan, excluding services provided to individual s
who aredually eligiblefor both the Medicare and Medi-Cal programs and any additional
exclusionsthat are approved pursuant to subdivision (I). Contract servicesincludes all
covered services, drugs, supplies, or other items the designated public hospital system
provides, or isresponsible for providing, or arranging or paying for, pursuant to a
network provider contract entered into with a Medi-Cal managed care plan. In the
event a Medi-Cal managed care plan subcontracts or delegates responsibility to a
separate entity for either or both the arrangement or payment of services, “contract
services payments’ also include amounts paid or payable for the services provided by,
or otherwisetheresponsibility of, the designated public hospital system that are within
the scope of services of the subcontracted or delegated arrangement so long as the
designated public hospital system holds a network provider contract with the primary
Medi-Cal managed care plan.

(2) “Designated public hospital” shall have the same meaning as set forth in
subdivision (f) of Section 14184.10.

(3) “Designated public hospital system” means a designated public hospital and
its affiliated government entity clinics, practices, and other health care providers,
including the respective affiliated hospital authority and county government entities
described in Chapter 5 (commencing with Section 101850) and Chapter 5.5
(commencing with Section 101852), of Part 4 of Division 101 of the Health and Safety
Code.

(4) (A) “Medi-Ca managed care plan” means an applicable organization or
entity that entersinto a contract with the department pursuant to any of the following:

(i) Article 2.7 (commencing with Section 14087.3).

(i) Article 2.8 (commencing with Section 14087.5).

(ii1) Article 2.81 (commencing with Section 14087.96).

(iv) Article 2.82 (commencing with Section 14087.98).

(v) Article 2.91 (commencing with Section 14089).

(vi) Chapter 8 (commencing with Section 14200).

(B) “Medi-Cal managed care plan” does not include any of the following:

(1) A mental health plan contracting to provide mental health care for Medi-Cal
beneficiaries pursuant to Chapter 8.9 (commencing with Section 14700).
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(i) A plan not covering inpatient services, such as primary care case management
plans, operating pursuant to Section 14088.85.

(iii) A Program of All-Inclusive Care for the Elderly organization operating
pursuant to Chapter 8.75 (commencing with Section 14591).

(5) “Network provider” shall have the same meaning as that term is defined in
Section 438.2 of Title 42 of the Code of Federal Regulations, and does not include
arrangements where a designated public hospital system_or a district and municipal
public hospital provides or arranges for services under an agreement intended to cover
aspecific range of servicesfor asingleidentified patient for asingleinpatient admission,
including any directly related followup care, outpatient visit or service, or other similar
patient specific nonnetwork contractual arrangement, such as aletter of agreement or
single case agreement, with a Medi-Cal managed care plan or subcontractor of a
Medi-Cal managed care plan.

(6) “District and municipal public hospital” means a nondesignated public
hospital, as defined in paragraph (25) of subdivision (a) of Section 14105.98, that isa
contracted network provider of one or more Medi-Cal managed care plans, and that
had an approved project plan under the PRIM E program established pursuant to Section
14184.50 or is otherwi se authorized to participate in aquality incentive directed payment
program pursuant to the applicable terms of federal approval obtained by the department
pursuant to paragraph (1) of subdivision (h).

SEC. 21. Section 14301.1 of the Welfare and Institutions Code is amended to

read:

14301.1. (a) For rates established on or after August 1, 2007, the department
shall pay capitation rates to health plans participating in the Medi-Cal managed care
program using actuarial methods and may establish health-plan- and county-specific
rates. Notwithstanding any other law, this section shall apply to any managed care
organization, licensed under the Knox-Keene Health Care Service Plan Act of 1975
(Chapter 2.2 (commencing with Section 1340) of Division 2 of the Health and Safety
Code), that has contracted with the department as a primary care case management
plan pursuant to Article 2.9 (commencing with Section 14088) of Chapter 7 to provide
servicesto beneficiarieswho are HIV positive or who have been diagnosed withAIDS
for rates established on or after July 1, 2012. The department shall utilize a county-
and model-specific rate methodol ogy to develop Medi-Ca managed care capitation
rates for contracts entered into between the department and any entity pursuant to
Article 2.7 (commencing with Section 14087.3), Article 2.8 (commencing with Section
14087.5), and Article 2.91 (commencing with Section 14089) of Chapter 7 that includes,
but is not limited to, all of the following:

(1) Health-plan-specific encounter and claims data.

(2) Supplemental utilization and cost data submitted by the health plans.

(3) Fee-for-service datafor the underlying county of operation or other
appropriate counties as deemed necessary by the department.

(4) Department of Managed Health Care financial statement data specific to
Medi-Cal operations.

(5) Other demographic factors, such as age, gender, or diagnostic-based risk
adjustments, as the department deems appropriate.

(b) To the extent that the department is unable to obtain sufficient actual plan
data, it may substitute plan model, similar plan, or county-specific fee-for-service data.
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(c) The department shall develop rates that include administrative costs, and
may apply different administrative costs with respect to separate aid code groups.

(d) The department shall develop rates that shall include, but are not limited to,
assumptions for underwriting, return on investment, risk, contingencies, changesin
policy, and adetailed review of health plan financia statementsto validate and reconcile
costs for use in developing rates.

(e) The department may devel op rates that pay plans based on performance
Incentives, including quality indicators, access to care, and data submission.

(f) The department may develop and adopt condition-specific payment rates for
health conditions, including, but not limited to, childbirth delivery.

(9) (1) Prior tofinalizing Medi-Cal managed care capitation rates, the department
shall provide health planswith information on how the rateswere devel oped, including
rate sheets for that specific health plan, and provide the plans with the opportunity to
provide additional supplemental information.

(2) For contracts entered into between the department and any entity pursuant
to Article 2.8 (commencing with Section 14087.5) of Chapter 7, the department, by
June 30 of each year, or, if the budget has not passed by that date, no later than five
working days after the budget issigned, shall provide preliminary ratesfor the upcoming
fiscal year.

(h) For the purposes of developing capitation rates through implementation of
this ratesetting methodology, Medi-Cal managed care health plans shall provide the
department with financial and utilization datain a form and substance as deemed
necessary by the department to establish rates. Thisdatashall be considered proprietary
and shall be exempt from disclosure as official information pursuant to subdivision
(K) of Section 6254 of the Government Code as contained in the California Public
RecordsAct (Chapter 3.5 (commencing with Section 6250) of Division 7 of Title 1 of
the Government Code).

(1) Notwithstanding any other law, on and after the effective date of the act adding
this subdivision, the department may apply this section to the capitation rates it pays
under any managed care health plan contract.

(j) Notwithstanding Chapter 3.5 (commencing with Section 11340) of Part 1 of
Division 3 of Title 2 of the Government Code, the department may set and implement
managed care capitation rates, and interpret or make specific this section and any
applicable federal waivers and state plan amendments by means of plan letters, plan
or provider bulletins, or similar instructions, without taking regulatory action.

(k) The department shall report, upon request, to thefiscal and policy committees
of the respective houses of the Legidature regarding implementation of this section.

() Prior to October 1, 2011, the risk-adjusted countywide capitation rate shall
comprise no more than 20 percent of the total capitation rate paid to each Medi-Cal
managed care plan.

(m) (1) It istheintent of the Legislature to preserve the policy goal to support
and strengthen traditional safety net providers who treat high volumes of uninsured
and Medi-Cal patients when Medi-Cal enrollees are defaulted into Medi-Cal managed
care plans.

(2) Asthe department adds additional factors, such as managed care plan costs,
to the Medi-Cal managed care plan default assignment algorithm, it shall consult with
the Auto Assignment Performance | ncentive Program stakehol der workgroup to develop
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cost factor disregards related to intergovernmental transfers and required wraparound
payments that support safety net providers.

(n) (1) The department shall develop and pay capitation ratesto entities contracted
pursuant to Chapter 8.75 (commencing with Section 14591), using actuarial methods
and in amanner consistent with this section, except as provided in this subdivision.

(2) (A) The department may develop capitation rates using a standardized rate
methodol ogy across managed care plan model sfor comparabl e populations. The specific
rate methodology applied to PACE organizations shall address features of PACE that
distinguishes it from other managed care plan models.

(B) The rate methodology shall be consistent with actuarial rate devel opment
principles and shall provide for all reasonable, appropriate, and attainable costs for
each PACE organization within aregion.

(3) The department may devel op statewide rates and apply geographic
adjustments, using available data sources deemed appropriate by the department.
Consistent with actuarial methods, the primary source of data used to develop rates
for each PACE organization shall be its Medi-Cal cost and utilization data or other
data sources as deemed necessary by the department.

(4) Rates developed pursuant to this subdivision shall reflect the level of care
associated with the specific popul ations served under the contract.

(5) The rate methodology developed pursuant to this subdivision shall contain
amechanism to account for the costs of high-cost drugs and treatments.

(6) Rates developed pursuant to this subdivision shall be actuarially certified
prior to implementation.

(7) The department shall consult with those entities contracted pursuant to Chapter
8.75 (commencing with Section 14591) in developing a rate methodol ogy according
to this subdivision.

(8) Consistent with the requirements of federal law, the department shall calculate
an upper payment limit for payments to PACE organizations. In calculating the upper
payment limit, the department shall correct the applicable data as necessary and shall
consider the risk of nursing home placement for the comparable population when
estimating the level of care and risk of PACE participants.

(9) The department shall pay the entity at arate within the certified actuarially
sound rate range devel oped with respect to that entity, to the extent consistent with
federal requirements and subject to paragraph (11), as necessary to mitigate the impact
to the entity of the methodology developed pursuant to this subdivision.

(10) During the first two years in which a new PACE organization or existing
PACE organization enters a previously unserved area, the department shall pay at a
rate within the certified actuarially sound rate range devel oped with respect to that
entity, to the extent consistent with federal requirements and subject to paragraph (11),
to reflect the lower enrollment and higher operating costs associated with anew PACE
organization relative to a PACE organization with higher enrollment and more
experience providing managed care interventions to its beneficiaries.

(11) Thissubdivision shall beimplemented only to the extent that any necessary
federal approvals are obtained and federal financial participation is available.

(12) This subdivision shall apply for rates implemented no earlier than January
1, 2017.
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(o) (1) Notwithstanding any other law, as a component of the CalAIM Initiative
authorized pursuant to Article 5.51 (commencing with Section 14184.100) of Chapter
7, and any successor waiver, demonstration, or state plan amendment authorizing the
Medi-Cal managed care program, the department may establish capitation rates to
contracted health plans on aregional basisin lieu of health-plan and county-specific
rates.

(2) The regional -based rate methodol ogy authorized in this subdivision shall be
effective no sooner than the contract rating period commencing on January 1, 2022.
Subject to paragraph (4), the department may elect to implement this subdivision in
multiple phases with respect to designated regions of the state or Medi-Cal managed
care models.

(3) The department, in consultation with affected contracted health plans, shall
develop the regional groupings and rate methodologies to be used pursuant to this
subdivision, consistent with applicable federal requirements, actuarial methods, and
the CalAIM Terms and Conditions as defined in subdivision (c) of Section 14184.101.
In developing and implementing any methodology pursuant to this subdivision, the
department shall seek to incentivize improved quality and outcomes for Medi-Cal
managed care enrollees.

(4) Thissubdivision shall beimplemented only to the extent that the department
obtains any necessary federal approvals, and that federal financial participation is
available and not otherwise jeopardized.

(p) (1) Itistheintent of the Leqgislaturethat both affected contracted health plans
and the state have appropriate actuarial protections against the risk of either significant
overpayments or significant underpayments in capitation rates devel oped and paid
pursuant to this section that are associated with the changes to the M edi-Ca managed
care program described in Article 5.51 (commencing with Section 14184.100) of
Chapter 7, as identified by the department.

(2) (A) Notwithstanding any other law, as a component of the CalAIM initiative
authorized pursuant to Article 5.51 (commencing with Section 14184.100) of Chapter
7. and any successor waiver, demonstration, or state plan amendment authorizing the
Medi-Ca managed care program, the department may develop and implement
appropriate actuarial methods to prevent significant overpayments or significant
underpayments as described in paragraph (1), subject to paragraph (4). This may
include, but need not be limited to, one or more of the following:

(i) A medical or profit/lossrisk corridor.

(ii) Blended capitation rates based on projected member risk.

(ii1) Other prospective or retrospective shared savings or risk models.

(B) The methods or models described in subparagraph (A) shall seek to encourage
guality improvement and promote appropriate utilization incentives, including, but not
limited to, reduced rehospitalization and shorter lengths of institutional stay.

(3) The department shall consult with affected contracted health plansin
implementing this subdivision.

(4) Thissubdivision shall beimplemented only to the extent that the department
obtains any necessary federal approvals, and that federal financial participation is
available and not otherwise jeopardized.

SEC. 22. The Legidature finds and declares that this act is a state law within
the meaning of Section 1621(d) of Title 8 of the United States Code.
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SEC. 23. The provisions of this act are severable. If any provision of this act
or itsapplicationisheld invalid or unconstitutional by adecision of acourt of competent
jurisdiction, that decision shall not affect the validity of the remaining provisions or
applications of thisact. The Legislature hereby declaresthat it would have enacted this
bill and each and every provision thereof not declared invalid or unconstitutional
without regard to whether any other provision of this act or application thereof would
be subsequently declared invalid or unconstitutional.

SEC. 24. |If the Commission on State Mandates determinesthat this act contains
costs mandated by the state, reimbursement to local agencies and school districts for
those costs shall be made pursuant to Part 7 (commencing with Section 17500) of
Division 4 of Title 2 of the Government Code.

-0-
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LEGISLATIVE COUNSEL’S DIGEST

Bill No.
as introduced, .
General Subject: California Advancing and Innovating Medi-Cal.

(1) Existing law establishes the Medi-Cal program, which is administered by
the State Department of Health Care Services, under which qualified low-income
individuals receive health care services, either through a fee-for-service or managed
care delivery system. The Medi-Cal program is, in part, governed and funded by federal
Medicaid program provisions.

This bill would establish the California Advancing and Innovating Medi-Cal
(CalAIM) initiative, whose implementation would support the stated goals of identifying
and managing the risk and needs of Medi-Cal beneficiaries, transitioning and
transforming the Medi-Cal program to a more consistent and seamless system, and
improving quality outcomes, as specified. The bill would require the department to
seek federal approval for the CalAIM initiative, and would condition its implementation
on receipt of any necessary federal approvals and availability of federal financial
participation. The bill would, for implementation purposes, authorize the department
to enter into exclusive or nonexclusive contracts, or amend existing contracts, as
specified.

(2) Under existing law, Medi-Cal benefits encompass behavioral health services
and substance use disorder treatment, provided in part under the Medi-Cal Specialty
Mental Health Services (SMHS) Program and the Drug Medi-Cal Organized Delivery
System (DMC-ODS). Existing law also establishes the Global Payment Program (GPP),
under which designated public hospitals are eligible to receive global payments that
are calculated using a value-based point methodology based on the health care that
they provide to the uninsured.

This bill would reorganize or repeal some of those provisions but would continue
the Medi-Cal managed care system, the GPP, the SMHS Program, and the DMC-ODS
through the CalAIM initiative. Under the bill, the initiative would also include
behavioral health medical necessity changes, administrative simplification, payment
reform, the state plan dental improvement program, and enhancement of county
oversight and monitoring.

(3) This bill would make various changes to the Medi-Cal managed care system,
including the standardization of populations that are subject to mandatory enrollment,
accreditation by the National Committee for Quality Assurance or an alternative entity,
implementation of the Population Health Management Program, coverage of enhanced
care management and “in lieu of” services, incentive payments to plans and hospitals
based on milestones and performance and subject to appropriation, and development
of capitation rates and actuarial methods, as specified.

(4) This bill would make changes to the Medi-Cal behavioral health delivery
system, including the design of an intergovernmental transfer-based reimbursement
methodology, as specified. The bill would, commencing January 1, 2027, require an
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individual county, or counties acting jointly, to provide and administer covered
behavioral health Medi-Cal benefits under a single Medi-Cal behavioral health delivery
system contract, as specified. By creating new duties for counties relating to behavioral
health services, the bill would impose a state-mandated local program.

(5) This bill would, subject to federal approval, require the department to
implement the State Plan Dental Improvement Program, with the goal of further
improving accessibility of Medi-Cal dental services and oral health outcomes for
targeted populations, as specified.

(6) This bill would require the department to develop and implement one or more
initiatives to enhance its oversight and monitoring of county performance in
administering the determination of eligibility for benefits under the Medi-Cal program,
the California Children’s Services (CCS) program, and the Child Health and Disability
Prevention (CHDP) program. The bill would require each county to enter into
memoranda of understanding with the department to document each county’s obligations
in administering the CCS and CHDP programs. By creating new duties for county
officials relating to these programs, the bill would impose a state-mandated local
program.

(7) Existing federal law provides for the federal Medicare program, which is a
public health insurance program for persons who are 65 years of age or older and
specified persons with disabilities who are under 65 years of age. Under existing law,
a demonstration project known as the Coordinated Care Initiative (CCI) enables
beneficiaries who are dually eligible for the Medi-Cal program and the Medicare
Program to receive a continuum of services that maximizes access to, and coordination
of, benefits between these programs.

This bill would make CCI operative only through December 31, 2020, as
specified, and would repeal its provisions on January 1, 2025. The bill would also
require Medi-Cal managed care plans to operate, or continue to operate, a Medicare
Advantage Dual Special Needs Plan, commencing January 1, 2023, in CCI counties,
and commencing January 1, 2025, in all other counties, as specified.

(8) Existing law authorizes the department to create the Health Home Program
for Medi-Cal enrollees with chronic conditions, subject to federal approval and the
availability of federal financial participation. Existing law generally conditions the
implementation of the program on no additional General Fund moneys being used to
fund the administration and costs of services.

This bill would, commencing with the 2021-22 state fiscal year, authorize
program implementation using General Funds moneys upon appropriation by the
Legislature. The bill would require the department to cease 1mplement1ng the program
on January 1, 2022, or as specified, and would repeal the program’s provisions on
January 1, 2023.

9) Existing law authorizes the board of supervisors in each county to designate
an entity or entities to assist county jail inmates to apply for a health insurance
affordability program, as defined, consistent with federal requirements.

This bill would instead, commencing January 1, 2023, require the board of
supervisors, in consultation with the county sheriff, to designate an entity or entities
to assist both county jail inmates and juvenile inmates with the application process.
The bill would make conforming changes to provisions relating to the coordination
duties of jail administrators. By creating new duties for local officials, including boards
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of supervisors and jail administrators, the bill would impose a state-mandated local
program.

The bill would, no sooner than January 1, 2023, require the department to develop
and implement a mandatory process by which county jails and county juvenile facilities
coordinate with Medi-Cal managed care plans and Medi-Cal behavioral health delivery
systems to facilitate continued behavioral health treatment in the community for inmates,
as specified. The bill would permit the sharing of health information, records, and other
data with and among counties and other specified entities to the extent the department
determines necessary to implement these provisions.

(10) For purpose of the programs and services described in the paragraphs above,
this bill would make conforming changes to provisions relating to the adoption of
regulations or issuance of all-county letters by the department.

(11) This bill would make its provisions severable and would make other
legislative findings and declarations.

(12) The California Constitution requires the state to reimburse local agencies
and school districts for certain costs mandated by the state. Statutory provisions establish
procedures for making that reimbursement.

This bill would provide that, if the Commission on State Mandates determines
that the bill contains costs mandated by the state, reimbursement for those costs shall
be made pursuant to the statutory provisions noted above.

Vote: majority. Appropriation: no. Fiscal committee: yes. State-mandated local
program: yes.
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