State of California
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Government Code Section 11349.3
OAL File No. 2014-0113-01 S

In re:
Department of Health Care Services
Regulatory Action:

Title 22, California Code of Regulations

Adopt sections:
Amend sections: 53800, 53810
Repeal sections: 53830

This rulemaking action by the Department of Health Care Services (DHCS) modifies
regulations concerning the "Two-Plan Model" of managed health care. This amendment
provides DHCS with the ability to contract with an Alternate Health Care Service Plan
(AHCSP) to provide medical services to beneficiaries who demonstrate a specific
linkage to the AHCSP

OAL approves this regulatory action pursuant to section 11349.3 of the Government
Code. This regulatory action becomes effective on 4/1/2014.

Date: 2/26/2014
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METHOD OF INDICATING CHANGES

This Accessible PDF version of the approved regulation text includes the phrase [begin
underline] at the beginning of each addition, [end underline] at the end of each addition,

[begin strikeout] at the beginning of each deletion, and [end strikeout] at the end of each
deletion.

A standard PDF version of this approved regulation text is also available on the
Department’s Office of Regulations Internet site.
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(1) Amend Section 53800 to read:

§ 53800. General Provisions.
(@) In regions designated by the department, [begin strikeout]health-care-services

te[end strikeout] eligible Medi-Cal beneficiaries shall [begin underlineJreceive health

care services[end underline] [begin strikeout]be-provided[end strikeout] through [begin

underline]one of[end underline] [begin strikeoutlre-mere-than[end strikeout] two prepaid

health plans[begin underline], except as provided in subsection (c) below[end

underline].

(b) The two prepaid health plans in the designated regions shall be selected as
follows:

(1) The department shall award one contract through a competitive bid process.

(2) The department shall award one contract to a prepaid health plan which is:

(A) Organized by the county government(s) or by stakeholders of aregion
designated by the director under the Two-Plan Model, or

(B) Designated by the county government(s) or by stakeholders of a region
designated by the director under the Two-Plan Model, and approved by the department
at the department's sole discretion.

(C) As a condition of contract award, the prepaid health plan shall agree:

[begin strikeout]{[end strikeout]1[begin underline].[end underline][begin
strikeout}[end strikeout] To include in its health care delivery system under the contract
any safety net provider as defined in [begin strikeout]subs[end strikeout][begin
underline]S[end underline]ection 53810([begin strikeoutlhk[end strikeout][begin

underline]fffend underline]) physically located and operating within the designated



DHCS-12-010

region, as defined in [begin strikeout]subs[end strikeout][begin underline]S[end
underline]ection 53810(m), that is willing to agree to provide services under the same
terms and conditions that the plan requires of any other similar provider to be included
in the health care delivery system under the contract, and

[begin strikeout]{[end strikeout]2[begin underline].[end underline][begin
strikeout}[end strikeout] To establish participation standards for any provider of medical
or hospital services, physically located and operating within the region, that will ensure
the opportunity for substantial participation of traditional [begin strikeout]Medi-Callend
strikeout] providers, as defined in [begin strikeout]subs[end strikeout][begin
underline]S[end underline]ection 53810([begin strikeout]jjlend strikeout][begin
underline]hh[end underline]), in the health care delivery system under the contract.
Nothing in this subsection shall be construed to prevent federally qualified health
centers from requesting cost-based reimbursement consistent with federal law in
seeking to enter into a subcontracting relationship with a plan in a designated region.

[begin strikeout]{[end striketout]3[begin underline].[end underline][begin
strikeout][end strikeout] If no health care service plan is willing or able to contract with
the department pursuant to subsection [begin underline](b)[end underline] (2), the
department may award two contracts pursuant to subsection [begin underline](b)[end
underline] (1). The two prepaid health plans shall agree to offer subcontracts to safety
net providers physically located and operating within the designated region in
accordance with policies developed by each prepaid health plan and approved by the

department prior to commencement of plan operation.
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[begin underline](c) To promote continuity of care, preserve access to providers, and

maintain physician-patient relationships, the department has the authority to contract

with an Alternate Health Care Service Plan (AHCSP). To the extent allowable under the

law, the department has the authority to enter into either one contract for all geographic

areas where the AHCSP operates or enter into multiple contracts to serve the different

geographic areas.

(1) The following beneficiaries enrolling in Medi-Cal managed care shall be eligible to

enroll in an AHCSP which contracts with the department:

(A) An existing member of the AHCSP transitioning into Medi-Cal managed care;

(B) A beneficiary who has been enrolled in the AHCSP at any time during the twelve

(12) months immediately prior to the beneficiary’s Medi-Cal eligibility; or

(C) A beneficiary with an AHCSP family member linkage.

(2) A beneficiary who is eligible to enroll in the AHCSP but chooses not to enrollin

the AHCSP, shall be assigned to a plan through the enrollment processes set forth in

Sections 53845, 53882, and 53883, except as otherwise provided by law.

(3) The assignment system described in Section 53884 shall not apply to the

AHCSP, except as otherwise provided by law.

(4) An AHCSP shall meet all of the requirements of this chapter.[end underline]

Note: Authority cited: [begin underline]Section 20, Health and Safety Code; [end
underline] Sections 10725, 14105, 14124.5 and 14312, Welfare and Institutions Code.
Reference: Sections 14087.3, 14087.4 and 14201, Welfare and Institutions Code.
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(2) Amend Section 53810 to read:
Article 2. Definitions
§ 53810. Definitions.
The following definitions shall be used throughout this chapter unless the context

requires otherwise.

(a) Affiliate means an organization or person that, directly or indirectly through one or

more intermediaries, controls, or is controlled by or is under common control with, a

plan, and that provides services to, or receives services from, a plan.

[begin underline](b) Alternate Health Care Service Plan (AHCSP) means a prepaid

health plan that is a non-profit health care service plan with at least 3.5 millionenrollees

statewide, that owns or operates its own pharmacies and that provides medicalservices

to enrollees in specific geographic reqgions through an exclusive contract with a single

medical group in each specific geographic region in which it operates. A wholly owned

subsidiary of the AHCSP qualifies as an AHCSP.

(c) AHCSP family member linkage means a situation where a beneficiary’s parent,

quardian, minor child or minor sibling is enrolled in or has been enrolled in the AHCSP

at any time during the twelve (12) months immediately prior to the beneficiary’s Medi-

Cal eligibility.[end underline]
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Previous subsection (b) has been redesignated to (d)
Previous subsection (c) has been redesignated to (e)
Previous subsection (d) has been redesignated to (f)
Previous subsection (e) has been redesignated to (g)
Previous subsection (f) has been redesignated to (h)
Previous subsection (g) has been redesignated to (i)
Previous subsection (h) has been redesignated to (j)

Previous subsection (i) has been redesignated to (k)

[begin strikeout]-{f)-Centract-maximum-means-the-maximum-enrolimentlevel

[end strikeout]

Previous subsection (k) has been redesignated to (1)

([begin strikeout]i{end strikeout][begin underline]m[end underline]) Department

means the Department of Health [begin underline]Care[end underline] Services.

Previous subsection (m) has been redesignated to (n)
Previous subsection (n) has been redesignated to (0)
Previous subsection (0) has been redesignated to (p)
Previous subsection (p) has been redesignated to (q)

Previous subsection (g) has been redesignated to (r)
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([begin strikeout]¥[end strikeout][begin underline]s[end underline]) Federally qualified

health [begin strikeout]means[end strikeout] centers means an entity which:

(1) Is receiving a grant under section 330 of the Public Health Service Act; or

(2) Is receiving funding from such a grant under a contract with the recipient of such
a grant, and meets the requirements to receive a grant under section 330 of such Act;

or

(3) Based on the recommendation of the Health Resources and Services
Administration within the Public Health Service, is determined by the Secretary of

Health and Human Services to meet the requirements for receiving such a grant; or

(4) Was treated by the Secretary, for purposes of Part B of title XVIII, as a

comprehensive federally funded health center as of January 1, 1990; and

(5) May be an outpatient health program or facility operated by a tribe or tribal
organization under the Indian Self-Determination Act (Public Law 93-638) or by an
urban Indian organization receiving funds under title V of the Indian Health Care

Improvement Act for the provision of primary health services.

Previous subsection (s) has been redesignated to (t)
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Previous subsection (t) has been redesignated to (u)
Previous subsection (u) has been redesignated to (v)
Previous subsection (v) has been redesignated to (w)
Previous subsection (w) has been redesignated to (x)
Previous subsection (x) has been redesignated to (y)
Previous subsection (y) has been redesignated to (z)
Previous subsection (z) has been redesignated to (aa)
Previous subsection (aa) has been redesignated to (bb)
Previous subsection (bb) has been redesignated to (cc)
Previous subsection (cc) has been redesignated to (dd)
Previous subsection (dd) has been redesignated to (ee)
Previous subsection (ee) has been redesignated to (ff)
Previous subsection (ff) has been redesignated to (gg)
Previous subsection (gg) has been redesignated to (hh)
Previous subsection (hh) has been redesignated to (ii)
Previous subsection (ii) has been redesignated to (jj)

Previous subsection (jj) has been redesignated to (kk)

region-[end strikeout]
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(Il) Two-plan model means the health care delivery system described in section

53800[begin strikeout];-which-will-consistir-meost-cases-of a-commercial plan-and-a
lecakinitiative[end strikeout].

Note: Authority cited: [begin underline]Section 20, Health and Safety Code;[end
underline] Sections 10725, 14105, 14124.5 and 14312, Welfare and Institutions Code.
Reference: Sections 14087.3, 14087.4, 14105.98, 14201 and 17000, Welfare and
Institutions Code.

(3) Repeal Article 4.
Article 4. Prepaid Health Plan and Primary Care Case Management Plan Enroliment

Growth During the Transition Period
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(4) Repeal Section 53830:

53830. Prepaid Health Plan and Primary Care Case Management Plan Enrollment

Growth During the Transition Period.




DHCS-12-010

10



DHCS-12-010

11



DHCS-12-010

12



DHCS-12-010

13



DHCS-12-010

and-all-applicable-laws-and-regulations—[end strikeout]

Note: Authority cited: Sections 10725, 14105, 14124.5 and 14312, Welfare and
Institutions Code. Reference: Sections 14087.3, 14087.4, 14088, 14088.16, 14088.25
and 17000, Welfare and Institutions Code.
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