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Policy ContextPolicy Context



OriginsOrigins
of Community Mental Healthof Community Mental Health

 The California Community Mental HealthThe California Community Mental Health
Services Act 1969 was a national model ofServices Act 1969 was a national model of
mental health legislation thatmental health legislation that
““deinstitutionalizeddeinstitutionalized”” mental health services, mental health services,
serving people with mental disabilities in theserving people with mental disabilities in the
community rather than in state hospitals.community rather than in state hospitals.
Lanterman-Petris-ShortLanterman-Petris-Short (LPS) Act (LPS) Act



OriginsOrigins
of Community Mental Healthof Community Mental Health

 The The Short-Doyle ActShort-Doyle Act was was
 the funding mechanism intended to build the communitythe funding mechanism intended to build the community

mental health system.mental health system.
 Legislative intent language called for funding to shiftLegislative intent language called for funding to shift

from state hospitals to community programs.from state hospitals to community programs.
That didnThat didn’’t happen as envisioned.t happen as envisioned.



Federal Health Insurance--Federal Health Insurance--
MedicaidMedicaid

 Late 60s, Federal government established aLate 60s, Federal government established a
state/federal partnership program to provide healthstate/federal partnership program to provide health
insurance for the poor and disabled.insurance for the poor and disabled.
 Funding for Mental Health was initially provided primarilyFunding for Mental Health was initially provided primarily

for emergency rooms and hospitalsfor emergency rooms and hospitals

 In 1971, pilot program established in California in earlyIn 1971, pilot program established in California in early
70s, Short-Doyle/Medi-Cal, to obtain federal matching70s, Short-Doyle/Medi-Cal, to obtain federal matching
funding for some mental health services provided byfunding for some mental health services provided by
counties.counties.
 Counties provided the required state/local matching funds.Counties provided the required state/local matching funds.



Community Mental HealthCommunity Mental Health
System in CrisisSystem in Crisis

 Beginning with an inadequate funding base,Beginning with an inadequate funding base,
 state allocations to counties were severely diminished due tostate allocations to counties were severely diminished due to

inflation and funding cuts throughout the 1970s and 80s.inflation and funding cuts throughout the 1970s and 80s.

 In 1990, California faced a $15 billion state budgetIn 1990, California faced a $15 billion state budget
shortfall which would certainly have resulted in evenshortfall which would certainly have resulted in even
more drastic cuts to mental health.more drastic cuts to mental health.

 Community mental health programs were overwhelmedCommunity mental health programs were overwhelmed
with unmet need.with unmet need.

 This crisis propelled the enactment of Realignment.This crisis propelled the enactment of Realignment.



RealignmentRealignment
1991 1991 BronzanBronzan  McCorquodaleMcCorquodale Act Act

 Funding provided directly to counties primarilyFunding provided directly to counties primarily
from dedicated sales taxfrom dedicated sales tax
 Rather than subject to annual budget process forRather than subject to annual budget process for

state general fund.state general fund.

 Priority populations and services specified inPriority populations and services specified in
statute.statute.
 Counties could make decisions based on localCounties could make decisions based on local

prioritiespriorities



RealignmentRealignment

State general fund used to provideState general fund used to provide
 Community mental health fundingCommunity mental health funding

 Short-Doyle fundsShort-Doyle funds
 State categorical/grant fundsState categorical/grant funds
 IMD Funding (Institutions for Mental Disease)IMD Funding (Institutions for Mental Disease)

 State hospital funds for civil commitmentsState hospital funds for civil commitments

TRADED FORTRADED FOR
 Dedicated realignment funding and responsibility forDedicated realignment funding and responsibility for

community mental health services community mental health services ““to the extentto the extent
resources are availableresources are available””



Benefits of RealignmentBenefits of Realignment

 Realignment has generally provided counties withRealignment has generally provided counties with
many advantages, including:many advantages, including:
 The emphasis on a clear mission and defined targetThe emphasis on a clear mission and defined target

populationspopulations
  Focused effort on comprehensive community-based systems of Focused effort on comprehensive community-based systems of

care appropriate to individuals with severe disabilities.care appropriate to individuals with severe disabilities.
 Could use funds for community based services rather than high-Could use funds for community based services rather than high-

cost restrictive placementscost restrictive placements

 A stable funding source for programsA stable funding source for programs
 Local long-term investment in mental health infrastructureLocal long-term investment in mental health infrastructure

financially practical.financially practical.



SD/MC SD/MC ““Rehab OptionRehab Option”” (1993) (1993)

 Obtained federal approval to shift from Obtained federal approval to shift from ““clinicclinic””
to to ““rehabrehab”” option for Medi-Cal option for Medi-Cal
 Allowed services to be provided outside of clinicAllowed services to be provided outside of clinic

settingsetting
 Broadened type of servicesBroadened type of services
 Expanded who could provide/direct servicesExpanded who could provide/direct services
 Changed to unit of time reimbursement, addingChanged to unit of time reimbursement, adding

flexibilityflexibility
 Note: Counties continue to be responsible forNote: Counties continue to be responsible for

matching funds.matching funds.



EPSDTEPSDT

 Required part of the Medicaid programRequired part of the Medicaid program
 To ensure regular screening and early access to all neededTo ensure regular screening and early access to all needed

health/mental health care for children and youth.health/mental health care for children and youth.

 As result of lawsuit, state asked counties to expandAs result of lawsuit, state asked counties to expand
Medi-Cal mental health services and agreed to provideMedi-Cal mental health services and agreed to provide
additional funds to counties.additional funds to counties.

  Counties dramatically expanded services over the next Counties dramatically expanded services over the next
10 years.10 years.
 Amounts of services increased almost ten fold and clientsAmounts of services increased almost ten fold and clients

served tripled.served tripled.



Medi-Cal Specialty MentalMedi-Cal Specialty Mental
Health ConsolidationHealth Consolidation

 From 1995 through 1998, a major shift in countyFrom 1995 through 1998, a major shift in county
obligations occurred with regard to the Medi-Calobligations occurred with regard to the Medi-Cal
program.program.

 County and state Medicaid programs wereCounty and state Medicaid programs were
 ““ConsolidatedConsolidated”” into one into one
 ““Carved outCarved out”” specialty mental health specialty mental health
 Counties are responsible for the entitlement with fixedCounties are responsible for the entitlement with fixed

amount of state funding and balance from county revenues.amount of state funding and balance from county revenues.
 If they choose to be the Mental Health Plan (first right ofIf they choose to be the Mental Health Plan (first right of

refusal)refusal)
 Alternative is to have no federal Medi-Cal funds and to loseAlternative is to have no federal Medi-Cal funds and to lose

some of the realignment.some of the realignment.



Impact of Medi-Cal onImpact of Medi-Cal on
Realignment FundsRealignment Funds

 Initially, counties were able to reduce inpatientInitially, counties were able to reduce inpatient
hospital costs and could use those savingshospital costs and could use those savings
flexiblyflexibly

 More recently,More recently,
 Medi-Cal administrative requirements have grown.Medi-Cal administrative requirements have grown.
 State funding has not kept up with populationState funding has not kept up with population

growth and increases in health care costsgrowth and increases in health care costs
 Resulting in increased pressure on realignment toResulting in increased pressure on realignment to

fund these costs.fund these costs.



Mental Health Services ActMental Health Services Act

 A voter initiative, Proposition 63, was passed inA voter initiative, Proposition 63, was passed in
2004 creating2004 creating
  a new funding source a new funding source

 From an increase in person income taxFrom an increase in person income tax

 To expand mental health servicesTo expand mental health services
 Based on recovery principlesBased on recovery principles
 And emphasis on earlier intervention/prevention.And emphasis on earlier intervention/prevention.



Mental Health Services ActMental Health Services Act

 Additional funding for counties is providedAdditional funding for counties is provided
 Based on three year plan with annual updatesBased on three year plan with annual updates
 Approved by DMH and OACApproved by DMH and OAC
 Included in performance contractIncluded in performance contract



SUMMARYSUMMARY
Revenues and ExpendituresRevenues and Expenditures



Summary--Summary--EstimatedEstimated County Mental County Mental
Health Funding FY 04/05Health Funding FY 04/05

 Federal Financial ParticipationFederal Financial Participation 36%36%
 RealignmentRealignment 33%33%
 State fundingState funding 18%18%
 County--Required and DiscretionaryCounty--Required and Discretionary  9% 9%
 Federal GrantsFederal Grants  2% 2%
 Patient fees/insurance/MedicarePatient fees/insurance/Medicare  2% 2%
 TOTAL       TOTAL       $3.6 Billion$3.6 Billion



Funding by Service TypeFunding by Service Type
FY 04/05 Cost ReportFY 04/05 Cost Report

 HospitalHospital  (Mode 05) (Mode 05)    9% 9%
 Residential (Mode 05)Residential (Mode 05)  9% 9%
 Day Programs (Mode 10)Day Programs (Mode 10)  8% 8%
 Outpatient (Mode 15)Outpatient (Mode 15) 55%55%
 Outreach, MAA, Support Outreach, MAA, Support  7% 7%

(Modes 45, 55 and 60)(Modes 45, 55 and 60)
 Administration and URAdministration and UR 11%11%



Revenue SourcesRevenue Sources



Federal Financial ParticipationFederal Financial Participation
(FFP)(FFP)

 Medicaid (Medi-Cal) FFPMedicaid (Medi-Cal) FFP——Title 19 of SocialTitle 19 of Social
Security ActSecurity Act
 50% federal reimbursement for50% federal reimbursement for

 eligible expenditureseligible expenditures
 eligible serviceseligible services
 eligible individualseligible individuals
 eligible providerseligible providers



Medi-CalMedi-Cal

 Eligible expendituresEligible expenditures
 Medicare guidelinesMedicare guidelines
 Limit lower of cost, charges or statewide maximum allowanceLimit lower of cost, charges or statewide maximum allowance

 Eligible clientsEligible clients
 BeneficiariesBeneficiaries
 Not in jail or living in an IMD if under 65 yearNot in jail or living in an IMD if under 65 year
 Documented medical necessityDocumented medical necessity

 Eligible servicesEligible services
 25 service functions25 service functions
 Documented service provisionDocumented service provision

 Eligible providerEligible provider
 Meet criteria in regulationsMeet criteria in regulations

 Organizational providers must be certifiedOrganizational providers must be certified
 Individual/group providers must be licensed/Individual/group providers must be licensed/waiveredwaivered



Medi-CalMedi-Cal

 Claims paymentClaims payment
 SD/MC claimsSD/MC claims

 Submitted to DMH, then to DHSSubmitted to DMH, then to DHS
 By County Mental Health DirectorBy County Mental Health Director
 Interim payment, cost settled up to statewide maximums 2 years afterInterim payment, cost settled up to statewide maximums 2 years after

end of fiscal yearend of fiscal year

 Inpatient ConsolidationInpatient Consolidation
 Submitted by hospital to EDSSubmitted by hospital to EDS
 Matched with Treatment Authorization Request (TAR) submitted byMatched with Treatment Authorization Request (TAR) submitted by

county to authorize services to individuals.county to authorize services to individuals.

 Matching funds provided by countyMatching funds provided by county



RealignmentRealignment

 % of Sales Tax and Vehicle License Fees% of Sales Tax and Vehicle License Fees
 Stable funding sourceStable funding source

 Growth has been limitedGrowth has been limited
 Broad discretion regarding use for mental healthBroad discretion regarding use for mental health
 Money provided directly to the counties (not through stateMoney provided directly to the counties (not through state

DMH)DMH)
 10% shift allowable10% shift allowable

 Into or out of mental healthInto or out of mental health
 Annual determinationAnnual determination
 Public hearing requiredPublic hearing required

 Total $1.3BTotal $1.3B



Mental Health Services ActMental Health Services Act
 PaymentsPayments

 Quarterly payments one month in advanceQuarterly payments one month in advance
 Pursuant to contractPursuant to contract

 Which is based on approved Three-year Program andWhich is based on approved Three-year Program and
Expenditure PlanExpenditure Plan

 Mental Health Services FundMental Health Services Fund
 Payments and associated interest must be maintainedPayments and associated interest must be maintained

in a designated fundin a designated fund



Patient Fees/InsurancePatient Fees/Insurance

 Sliding Fee Scale requiredSliding Fee Scale required
 Uniform Method for Determining Ability to PayUniform Method for Determining Ability to Pay

(UMDAP)(UMDAP)

 Medicare (Title 18 of Social Security Act)Medicare (Title 18 of Social Security Act)
 Federal programFederal program

 No state involvement in programNo state involvement in program

 Primary payer before Medi-CalPrimary payer before Medi-Cal



Mental Health ServicesMental Health Services
Act (MHSA)Act (MHSA)



Historical PerspectiveHistorical Perspective

 Proposition 63Proposition 63–– a California voters a California voters’’ ballot initiative ballot initiative
 Grassroots support to get signatures to bring it to ballotGrassroots support to get signatures to bring it to ballot

 Passed by majority vote on November 2, 2004.Passed by majority vote on November 2, 2004.
 Became effective as statute, Mental Health Services ActBecame effective as statute, Mental Health Services Act

(MHSA) on January 1, 2005(MHSA) on January 1, 2005



Summary of Context (fromSummary of Context (from
Ballot)Ballot)

 ““Almost 40 years ago, California emptied its mental hospitals,Almost 40 years ago, California emptied its mental hospitals,
promising to fully fund community mental health services.promising to fully fund community mental health services.
That promise is still unfulfilled.That promise is still unfulfilled.””

 Many not receiving needed treatmentMany not receiving needed treatment
 Results in children failing school and adults on street or in jail.Results in children failing school and adults on street or in jail.

 The LAO concludes that Prop 63 could save millions annuallyThe LAO concludes that Prop 63 could save millions annually
by reducing expenses for medical care, homeless shelters andby reducing expenses for medical care, homeless shelters and
law enforcement.law enforcement.

 OppositionOpposition——mentally ill need help, this is a dangerouslymentally ill need help, this is a dangerously
volatile income source, doubtful of projected savings.volatile income source, doubtful of projected savings.



MHSA ContentMHSA Content

 1% tax on personal income in excess of $1M1% tax on personal income in excess of $1M
 Expand mental health servicesExpand mental health services

 Recovery/wellnessRecovery/wellness
 Stakeholder involvementStakeholder involvement
 Focus on Focus on unservedunserved and underserved and underserved

 6 components6 components
 Community Program Planning, Community Services andCommunity Program Planning, Community Services and

Supports, Education and Training (Workforce),Supports, Education and Training (Workforce),
Capital/Technology, Prevention/Early Intervention,Capital/Technology, Prevention/Early Intervention,
InnovationInnovation



GoalsGoals

 System TransformationSystem Transformation
 Create state-of-the-art, culturally competent systemCreate state-of-the-art, culturally competent system

that promotes wellness/recovery/resiliency wherethat promotes wellness/recovery/resiliency where
 Access will be easierAccess will be easier
 Services more effectiveServices more effective
 Out-of-home and institutional care are reducedOut-of-home and institutional care are reduced
 Stigma no longer existsStigma no longer exists



RevenuesRevenues

 Cash TransfersCash Transfers
 1.76% of deposits into the Personal Income Tax Fund1.76% of deposits into the Personal Income Tax Fund

 Accrued Revenue from Prior YearsAccrued Revenue from Prior Years
 Deposits adjusted 18 months after end of tax year toDeposits adjusted 18 months after end of tax year to

actual amounts.actual amounts.

 Interest IncomeInterest Income
 State Monetary Investment FundState Monetary Investment Fund



Why a Prudent ReserveWhy a Prudent Reserve

 Because of volatility of funding, the Act allowedBecause of volatility of funding, the Act allowed
funding to be set aside in good years to be used whenfunding to be set aside in good years to be used when
revenue declines to maintain stability of programsrevenue declines to maintain stability of programs
and servicesand services

 Target is 50% of annual funding for client services.Target is 50% of annual funding for client services.
 Use unexpected additional revenues to fully fund CSSUse unexpected additional revenues to fully fund CSS

prudent reserve by FY 08/09prudent reserve by FY 08/09



Fund Source VolatilityFund Source Volatility
(projected revenues in millions for prior years)(projected revenues in millions for prior years)
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Non-Non-SupplantationSupplantation

 StateState
 Maintain entitlements/formula distributionsMaintain entitlements/formula distributions
 Amounts of allocations from SGF in FY 03/04Amounts of allocations from SGF in FY 03/04

 CountyCounty
 MHSA funds must expand services and/orMHSA funds must expand services and/or

program capacity beyond 11/2/04 levelsprogram capacity beyond 11/2/04 levels
 Cannot replace state or county funds required to beCannot replace state or county funds required to be

used for services/supports in FY 04/05used for services/supports in FY 04/05
 Excludes 10% realignment shift and county overmatchExcludes 10% realignment shift and county overmatch



Status and ChallengesStatus and Challenges



Community Program PlanningCommunity Program Planning

 StatusStatus
 Significant Outreach and Participation at State andSignificant Outreach and Participation at State and

Local LevelLocal Level
 Expanding strategies to engage Expanding strategies to engage unservedunserved and and

underserved communitiesunderserved communities

 ChallengesChallenges
 Identifying and Engaging new partnersIdentifying and Engaging new partners
 Involving stakeholders in implementation andInvolving stakeholders in implementation and

evaluationevaluation



Community Services and SupportsCommunity Services and Supports

 StatusStatus
 Initial local funding of $315M/yearInitial local funding of $315M/year

 Most counties approved and implementingMost counties approved and implementing

 $114.5M/year Local Expansion for FY 07/08$114.5M/year Local Expansion for FY 07/08
 $115M/year for Permanent Supportive Housing$115M/year for Permanent Supportive Housing

 For individuals who are homeless or at-riskFor individuals who are homeless or at-risk

 ChallengesChallenges
 Determine how best to move system toward transformationDetermine how best to move system toward transformation
 Determining, measuring and reporting on outcomesDetermining, measuring and reporting on outcomes



Education and TrainingEducation and Training
Local StrategiesLocal Strategies

 StatusStatus
 Funding $100M through FY 08/09Funding $100M through FY 08/09
 $15M for early implementation$15M for early implementation
 ActivitiesActivities

 Workforce Staffing SupportWorkforce Staffing Support
 Training and Technical AssistanceTraining and Technical Assistance
 Mental Health Career Pathway ProgramsMental Health Career Pathway Programs
 Residency and Internship ProgramsResidency and Internship Programs
 Financial Incentive ProgramsFinancial Incentive Programs

 ChallengesChallenges
 Additional skilled workforce needed nowAdditional skilled workforce needed now
 Capacity of training programs is limitedCapacity of training programs is limited



Education and TrainingEducation and Training State State
StrategiesStrategies

 Status--$100M in funding through FY 08/09Status--$100M in funding through FY 08/09
 StrategiesStrategies

 Workforce Staffing SupportWorkforce Staffing Support——e.g. Regional Partnershipse.g. Regional Partnerships
 Training and TATraining and TA——e.g. Blended Learninge.g. Blended Learning
 MH Career Pathways--MH Career Pathways--e.ge.g. Consumer/family entry level preparation. Consumer/family entry level preparation

programsprograms
 Residency/Internship--Residency/Internship--e.ge.g. physician assistant. physician assistant
 Financial Incentive--Financial Incentive--e.ge.g. Loan forgiveness. Loan forgiveness

 ChallengesChallenges
 Additional skilled workforce needed nowAdditional skilled workforce needed now
 Capacity of training programs is limitedCapacity of training programs is limited



CapitalCapital
Status and ChallengesStatus and Challenges

 StatusStatus
 Capital $ will be for treatment/service orCapital $ will be for treatment/service or

administrative facilitiesadministrative facilities
 No funding dedicated to capital after FY 08/09No funding dedicated to capital after FY 08/09

 ChallengesChallenges
 Locally determining how much to invest in capitalLocally determining how much to invest in capital

and how much in technologyand how much in technology



TechnologyTechnology
Status and ChallengesStatus and Challenges

 StatusStatus
 DMH proposing that Counties must meetDMH proposing that Counties must meet

electronic health record requirements before otherelectronic health record requirements before other
technology requests will be approvedtechnology requests will be approved
 Eventually moving to health information exchangeEventually moving to health information exchange

requirementsrequirements

 ChallengesChallenges
 On cutting edge of technology for interoperabilityOn cutting edge of technology for interoperability
 Locally determining how much to invest in capitalLocally determining how much to invest in capital

and how much in technologyand how much in technology



Prevention/Early InterventionPrevention/Early Intervention Status and Status and
ChallengesChallenges

 StatusStatus
 Commission selected principles and prioritiesCommission selected principles and priorities
 DMH developing requirements for local plansDMH developing requirements for local plans

 ChallengesChallenges
 Designing an evaluation systemDesigning an evaluation system
 DMH proposes to determining a limitedDMH proposes to determining a limited

number of strategies from which counties cannumber of strategies from which counties can
selectselect

 Broadening the stakeholder inputBroadening the stakeholder input



InnovationInnovation
StatusStatus

 Oversight and Accountability Commission hasOversight and Accountability Commission has
the lead on establishing principlesthe lead on establishing principles
 Commission Subcommittee working on this.Commission Subcommittee working on this.

 DMH will develop the local plan requirements.DMH will develop the local plan requirements.



Overall ChallengesOverall Challenges

 ImplementationImplementation
 Expedite implementation/Inclusive processExpedite implementation/Inclusive process
 WorkforceWorkforce
 InfrastructureInfrastructure

 Managing ExpectationsManaging Expectations
 Amount of change/new servicesAmount of change/new services
 TimeframesTimeframes

 FundingFunding
 Distribution formula to countiesDistribution formula to counties
 SupplantationSupplantation
 VolatilityVolatility



Overall ChallengesOverall Challenges

 GovernanceGovernance
 Who makes critical decisions and how are thoseWho makes critical decisions and how are those

decisions made?decisions made?
 Commission, County, Planning Council, State DMHCommission, County, Planning Council, State DMH

 IntegrationIntegration
 How will MHSA be integrated into existing system soHow will MHSA be integrated into existing system so

thatthat
 We achieve our goals for transformation andWe achieve our goals for transformation and
 Preserve core programsPreserve core programs

 Establishing culture of continuous improvementEstablishing culture of continuous improvement



Overall OpportunitiesOverall Opportunities

 Transform public mental health systemTransform public mental health system
 Increase accessIncrease access
 Provider earlier interventions/preventionProvider earlier interventions/prevention
 Engage Engage unservedunserved and underserved communities and underserved communities
 Increase efficiency and qualityIncrease efficiency and quality



ImplementationImplementation
Next StepsNext Steps



Estimated TimelineEstimated Timeline

 ProcessProcess
 Draft guidelines Draft guidelines   2-6 months  2-6 months
 Stakeholder input/final approval        3 monthsStakeholder input/final approval        3 months
 Local plan development/review          3 monthsLocal plan development/review          3 months
 DMH/OAC review/approval             2 monthsDMH/OAC review/approval             2 months



Estimated Timeline forEstimated Timeline for
Components--DRAFTComponents--DRAFT

 Education and TrainingEducation and Training
 Draft guidelines       Draft guidelines             2/07  2/07
 Local funding          Local funding          10/0710/07

 Capital and TechnologyCapital and Technology
 Draft guidelines              Draft guidelines                4/07  4/07
 Local funding                Local funding                12/0712/07

 Prevention/Early InterventionPrevention/Early Intervention
 Draft guidelines              Draft guidelines                6/07  6/07
 Local fundingLocal funding       1/08  1/08


