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Introduced by Senator Hammerstrom

ENROLLED SENATE BILL No. 1337

AN ACT to amend 1974 PA 258, entitled “An act to codify, revise, consolidate, and classify the laws relating to
mental health; to prescribe the powers and duties of certain state and local agencies and officials and certain private
agencies and individuals; to regulate certain agencies and facilities providing mental health services; to provide for
certain charges and fees; to establish civil admission procedures for individuals with mental illness or developmental
disability; to establish guardianship procedures for individuals with developmental disability; to establish procedures
regarding individuals with mental illness or developmental disability who are in the criminal justice system; to provide
for penalties and remedies; and to repeal acts and parts of acts,” (MCL 330.1001 to 330.2106) by adding section 232b.

The People of the State of Michigan enact:

Sec. 232b. (1) The department shall establish standards for community mental health services programs designated
as specialty prepaid health plans under the medicaid managed care program described in section 109f of the social
welfare act, 1939 PA 280, MCL 400.109f. The standards established under this section shall reference applicable federal
regulations related to medicaid managed care programs and specify additional state requirements for specialty prepaid
health plans. The standards established under this section shall be published in a departmental bulletin or by an
updating insert to a departmental manual.

(2) As a condition for contracting and for receiving payment under the medicaid managed care program, a
community mental health services program designated as a specialty prepaid health plan shall certify both of the
following:

(a) That the program is in substantial compliance with the standards promulgated by the department and with
applicable federal regulations.

(b) That the program has established policies and procedures to monitor compliance with the standards promulgated
by the department and with applicable federal regulations and to ensure program integrity.

(3) The department shall conduct an annual review of all community mental health services programs designated as
specialty prepaid health plans to verify the declarations made by the community mental health services program and to
monitor compliance with the standards promulgated for specialty prepaid health plans and with applicable federal
regulations. The annual review process established under this section shall be published in a departmental bulletin or
by an updating insert to a departmental manual.

(4) The department may conduct separate reviews of a specialty prepaid health plan in response to beneficiary
complaints, financial status considerations, or health and safety concerns.
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(5) Contracts with specialty prepaid health plans shall indicate the sanctions that the department may invoke if it
makes a determination that a specialty prepaid health plan is not in substantial compliance with promulgated standards
and with established federal regulations, that the specialty prepaid health plan has misrepresented or falsified
information reported to the state or to the federal government, or that the specialty prepaid health plan has failed
substantially to provide necessary covered services to recipients under the terms of the contract. Sanctions may include
intermediate actions including, but not limited to, a monetary penalty imposed on the administrative and management
operation of the specialty prepaid health plan, imposition of temporary state management of a community mental health
services program operating as a specialty prepaid health plan, or termination of the department’s medicaid managed
care contract with the community mental health services program.

(6) Before imposing a sanction on a community mental health services program that is operating as a specialty
prepaid health plan, the department shall provide that specialty prepaid health plan with timely written notice that
explains both of the following:

(a) The basis and nature of the sanction.

(b) The opportunity for a hearing to contest or dispute the department’s findings and intended sanction, prior to the
imposition of the sanction. A hearing under this section is subject to the provisions governing a contested case under
the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328, unless otherwise agreed to in the
specialty prepaid health plan contract.

This act is ordered to take immediate effect.
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