
                                                                                   
 
 
 
 
 
 
 

As a service to our members, the California Association of Health Plans produces guidelines 

designed to assist in the interpretation and implementation of new laws, and to promote full 

compliance with those laws.  This document, however, is not intended to be authoritative.  Any 

questions about official interpretations of the law should be directed to the appropriate state 

regulatory agency such as the Department of Managed Health Care or the Department of Health 

Care Services, as well as your legal counsel. 

 

HEALTH COVERAGE: MENTAL HEALTH OR SUBSTANCE USE DISORDERS 

 

BACKGROUND 

Senate Bill 855 was introduced by Senator Scott Weiner (D-San Francisco) and co-sponsored by the 

Kennedy Forum and the Steinberg Institute. The bill revises and recasts the California Mental Health 

Parity provisions to require a health plans to provide coverage for the medically necessary treatment 

of mental health and substance use disorders (MH/SUD), as defined in the Diagnostic and Statistical 

Manual of Mental Disorders or the International Classification of Diseases, under the same terms 

and conditions applied to other medical conditions. In addition, the bill creates several policy 

precedents including defining medical necessity of MH/SUD. During the legislative process, the 

author argued that this law is necessary because existing law does not require commercial health 

plans to cover substance use disorder treatment, and also because individuals do not have access to 

mental health and substance use disorder services. 

  

CAHP took an Oppose Unless Amended position on SB 855 arguing that as drafted will undermine 

clinically appropriate care, is missing important consumer protections, and will increase the cost of 

care for consumers. Contrary to the inaccurate claims of some of the proponents, health plans 

already deliver near universal coverage to the services outlined in SB 855. The independent analysis 

of SB 855 by the California Health Benefits Review Program (CHBRP) confirms this by stating that 

99.8 percent of enrollees covered by a Knox-Keene licensed health plan currently have coverage for 

mental health and substance use disorders at parity with other medical conditions. CAHP offered 

amendments to the author that would have preserved its goal of extending parity coverage to the 

remaining .2 percent of enrollees in grandfathered individual plans. The Department of Managed 

Health Care (DMHC) also took an opposed unless amended position on the bill, and shared CAHP’s 

concerns with the bill.  CAHP and its partner trade the Association of California Life and Health 

Insurance Companies (ACLHIC) asked for the following amendments:  

1. Remove reference to the Wit vs. United Behavioral Health  case in the intent portion of this 

bill as the case is ongoing; 

2. Clarify the definition of MH/SUD; 

3. Remove the definition of medical necessity (DMHC also requested this amendment);  

4. Remove the prohibition on plans limiting services to short-term/acute treatments;  

5. Amend the out-of-network services provisions;  
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6. Remove provision that forces plans to coverage services that are provided by other 

responsible parties per existing laws;  

7. Explicitly allow plans to use other guidelines and products in utilization review; and 

8. Amend overly prescriptive utilization review criteria. 

Regrettably, the author rejected the majority of suggestions. The discussion over amendments to SB 

855 was characterized by mixed messages. Initially, it appeared the author would remove the 

definition of medical necessity from the bill but then changed his mind. The only amendments were 

taken were those that modified the out-of-network provisions of the bill. As such, SB 855 changes 

public policy in a way that will lead to several unintended consequences.  

 

SB 855 was a relatively popular bill despite being opposed by the DMHC.  It received bipartisan 

support in both houses. 

 

REQUIREMENTS 

Adds Sections 1367.045 and 1374.721 to, and repeals and adds Section 1374.72 of, the Health and 

Safety Code, and adds Section 10144.52 to, and repeals and adds Section 10144.5 of, the Insurance 

Code, relating to health coverage.  

 

Specifically, SB 855 does the following: 

 

1) Repeals an existing mental health parity law that requires coverage for “severe mental illnesses,” 

as specified, and replaces it with the requirement to cover all mental health and substance use 

disorders listed in the most recent version of the Diagnostic and Statistical Manual of Mental 

Disorders (often referred to as the DSM) at parity.  

 

2) Defines medically necessary treatment of a mental health or substance use disorder.  

 

3) Prohibits plans and insurers from limiting covered benefits on the basis that services could or 

should be covered by a public entitlement program, including Medicaid or school-based services.  

 

4) Expands the definition of “generall accepted standards of mental health and substance use 

disorder care” to include peer-reviewed scientific studies and medical literature, clinical practice 

guidelines and recommendations of nonprofit health care professional associations, specialty sucities 

and federal government agencies, and drug labeling approved by the U.S. Food and Drug 

Administration.  

 

5) Requires plans and insurers to undertake provider education and quality control measures to 

ensure utilization review and medical necessity decisions comply with the law.  

 

This law does not apply to Medi-Cal Managed Care plans. 

 

COMPLIANCE DATES 

Full service health plans, insurers and applicable specialized health care service plans are required to 

comply with the provisions of this new law by January 1, 2021. 

 



                                                                                   
IMPLEMENTATION ISSUES 

H.S.C. section 1367.045 voids any discretionary authority clauses in health plan contracts. Plans 

should review provider contracts and remove this provision. This may require plans to re-file 

provider contracts with the DMHC for review and approval.  

 

H.S.C. section 1374.72 expands the definition of “mental health and substance use disorder”, 

“medically necessary treatment of a mental health or substance use disorder”, and “generally 

accepted standards of mental health and substance use disorder care”. This may require plans to 

review existing Policies and Procedures (P&P), especially those related to Utilization Management, 

Claims Processing, Delegation Oversight, and Quality Assurance Program. A plan’s Medical 

Management Committee may need to amend their charter to include the recommendations of the 

non-profit clinical specialty associations in evaluating a plan’s medical management practices. These 

P&Ps may need to be re-filed with the DMHC for review and approval if the plan identifies any 

inconsistences between their existing plan documents and the provisions of this new law.  

 

H.S.C. section 1374.72(h) also prohibits the plans from excluding medically necessary services for 

mental health and substance use disorder treatment if the service is covered by a public entitlement 

program or through an individualized education program (IEP). This may require the plans to amend 

existing member handbooks/Evidence of Coverage (EOC) to remove these exclusions.  

 

H.S.C. section 1374.721 requires plans to expand the criteria and guidelines used in utilization 

management practices to include treatment criteria developed by nonprofit professional associations 

for the relevant clinical specialty and to sponsor a training by the nonprofit clinical specialty 

associations on the treatment guidelines. This section also requires plans to achieve a 90% pass rate 

for interrater reliability testing to ensure that the criteria are applied consistently in utilization 

management review.  

 

The plans may need to review their existing utilization management criteria and incorporate the 

treatment criteria developed by the nonprofit professional associations and continually monitor these 

nonprofit entities for updated treatment plans.  

 

The plans should also incorporate the new requirements of this section into their existing interrater 

reliability tools, and to update any provider contracts or delegation agreements to reflect a 90% 

interrater reliability pass rate.  

 

 

 

 

 

 

 

 

 

 

 

 

 
If you have any questions regarding this document, please contact Nick Louizos at 916-552-2910. 


